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Updated Chapter A (Description of the Company’s Business Affairs)
for the 2024 Periodic Report ("the Periodic Report")?!
of the Israel Electric Corporation Ltd.
(“The Company” or “The Electrical Corporation”)

According to Regulation 39A to the Securities Regulations (Periodic and Immediate Reports), 1970, the following are details of
material developments or changes in the Company’s business affairs, in any matter that should be described in the periodic
report of the Company during the six months ended on June 30, 2025 and up to the publication date of this report, according
to the order of the sections in the Chapter of Description of the Company’s Business Affairs in the Periodic Report for the year
2024 ("the Periodic Report").

This report presents opinions, assessments or positions of the Company. The opinions, assessments or positions presented as
opinions, assessments or positions of the Company, are those of the Company only and should not be construed as any opinion,
assessment or position of the State or any of its authorities. Therefore, such opinions, assessments or positions shall not
constrain the State or any of its authorities from acting and/or deciding and/or expressing an opinion in a different manner
from the aforesaid opinions, assessments or positions of the Company.

This chapter of the quarterly report was prepared under the assumption that its reader possesses the Chapter "Description of
the Company’s Business Affairs" of the periodic report.

It should be noted that the terms in this chapter will have the same meaning as presented in the Chapter - Description of the
Company’s Business Affairs of the periodic report, unless explicitly stated otherwise.

The State of the Company’s Business Affairs

Swords of Iron War and Operation “Rising Lion”

For details regarding the effects of the "Swords of Iron" War and Operation “Rising Lion”, the expected and possible effects of
the above events on the Company's results of operations, its financial position and cash flows, see Notes 1h2 and 1h3 to the
Company's Financial Statements as of June 30, 2025 (the "Financial Statements").

The contents of this Report and the Company's Financial Statements, with respect to the Company's assessment of the effects
of the War and Operation “Rising Lion” on the Company and its results, constitute forward-looking information, as defined in
the Securities Law - 1968, based on information and assessments available to the Company as of the date of this Report. These
assessments may not materialize or be partially or materially different from what was expected, inter alia, as a result of factors
beyond the Company's control, including the great uncertainty regarding the scope and duration of the war, its impact on the
Israeli economy, including the electricity sector and regulatory decisions made in this context.

Fire at Rutenberg site:

On April 17, 2025, a fire occurred in the collector of Unit 4 at the Rutenberg Power Station, while contractor work was being
carried out in the collector as part of the collector renovation. At that time, the unit was shut down for conversion to gas.

It is clarified that until the completion of the entire treatment of the malfunction, the unit will be available on coal without
emission reduction measures, and therefore it will not be possible to operate it on coal in light of the conditions of the emission
permit, but under the guidance of Noga in accordance with the provisions of the "Clean Air Law, 2008". In addition, the Unit is
scheduled to begin testing and calibration processes for operation on gas, during September 2025, provided that no additional
exogenous delays occur.

For details regarding a fire see Note 1h4 to the Financial Statements.

The contents of this report and the Company's Financial Statements, with respect to the Company's assessment of the effects
of the Rutenberg fire on the Company and its results, constitute forward-looking information, as defined in the Securities Law -
1968, based on information and assessments available to the Company as of the date of this Report. These assessments may
not materialize or be partially or materially differently from what was expected, inter alia, as a result of factors beyond the
Company's control.

1 As published on March 27, 2025 (reference number: 2025-01-021733)
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1.

2.
2.1,

2.1.1

Section 1: The Company’s operations and a description of its business development
Section 1.3: The nature and results of each significant structural change, merger or acquisition
For details regarding the implementation of the structural change, see Section alb1l of the Board of Directors’ Report

and Note 1le to the Financial Statements.

On July 24, 2025, the Electricity Authority published a Resolution in which it determined that the value of the land at
the Eshkol site, which will be recognized for the Company as part of the sale of the site will amount to NIS 1,740 million.
For further details, see Note 3e to the Financial Statements.

Section 7.4: Competition

Section 7.4.1: General: Private electricity generation - Government policy and the resolutions of the Electricity
Authority

Section 7.4.1.1: General

Following the Minister of Energy and Infrastructure's request of November 25, 2024 to the Electricity Authority for
consultations prior to formulating policy principles for setting a target for electricity generation using photovoltaic
technology and storage on residential roofs by 2030, the Authority published a position paper on the subject on May
19, 2025, after a public hearing. This document presents an examination of the economic and regulatory significance of
setting alternative targets for electricity generation from renewable energy through the installation of 100,000 and
150,000 small solar installations on residential roofs by 2030. The examination was carried out while weighing aspects
of economic feasibility, the impact of targets on the electricity tariff, and the implications on the energy sector. The
document includes the Authority's position alongside its recommendations regarding the aforementioned target.

In parallel, the Ministry of Energy published its decision on the matter at the same time, according to which a target
was set of 100,000 new solar installations on the roofs of residential buildings by 2030, in addition to the solar
installations that currently exist. It was also decided to postpone the date of setting the target for home energy storage
installations in order to accumulate data so as to allow a quality analysis of the market for these installations in
residential buildings. The policy principles entered into force on May 18, 2025, upon the Minister's signature.

On May 20, 2025, the Electricity Authority published a decision on principles for bilateral market regulation for
generation and storage facilities connected to or integrated into the transmission grid. Additionally, on July 7, 2025, a
Draft Resolution was published for a hearing regarding the integration of existing private conventional producers
connected to the transmission grid into the bilateral market regulation. For further details, see Section 4 below.

On July 6, 2025, the Authority published a hearing for public review on the subject of "Examination of alternatives
regarding the manner and scope of preservation of units 1-4 at the "Orot Rabin" site”. For further details, see Note 3b
to the Financial Statements.

On July 20, 2025, the Authority published a Draft Resolution in which it examines additional enforcement measures for
the purpose of collecting payments from all consumers, and in particular from non-domestic load and time consumers.
For further details, see Note 3d to the Financial Statements.



2.2. Section 7.9: Raw Materials and Suppliers
2.2.1 Section 7.9.2:

The table below shows the distribution rate of generation in the Company (in percent) according to types of fuels used
in the generation segment for generating electricity in the six months ended on June 30, 2025 and on June 30, 2024:

For the Six Months Ended June 30

2025 2024
NAtUIal GASs ...evvieeiieeciiee e e 69.6% 68.6%
(0o T 1 F SRR SRRR 29.9% 31.0%
DiI€SEI Ol e 0.5% 0.3%
Crude Oil..ceeeee et et 0.0% 0.1%
o] -1 I 100.0% 100.0%

2.2.2 Section 7.9.3:

The table below shows the total costs of fuels (including related items and attributed wages) used for the generation of
electricity in the generation segment in the six months ended on June 30, 2025 and on June 30, 2024:

For the Six Months Ended June 30
2025 2024
in NIS millions

NATUFAl GaS.ciiiieiiiiiiieee ettt e e e e e e e e aanns 1,484 1,569
(O1o -1 F U UPT 1,203 1,249
Liquid gas 5 1
DiIESEl Oil.ueeeeeiieeeieeeee e e 121 80

Costs of maintaining diesel oil for emergencies for the

electricity sector 53 49
Crude Oil.eeeeiieeieesieeseesre et ae e s esaee e 7 12
Movement in provision for sludge .........ccoveeeviieeecciee e, - (1)
Lo 1 2,873 2,959




2.3.

2.4.
2.4.1

2.5.

Section 7.9.9.2 Natural Gas Purchase Agreements

(a) Tamar Field

On July 24, 2025, the Company entered into a non-binding Memorandum of Understanding with most of Tamar
Partners, except Tamar Petroleum Ltd., Tamar Investment 2 Limited and Union Energy & Systems 2 Ltd. Partners
(“Tamar Partners”) regarding the price opening for the minimum quantity (the “Memorandum of Understanding”),
as stipulated in the agreement for the purchase of natural gas from the Tamar Reservoir between the Company
and Tamar Partners dated March 2012 (as amended in July 2021).

In the Company’s estimation, the total financial scope for the purchase of natural gas from Tamar during the years
2025-2035, according to the principles set forth in the Memorandum of Understanding, is estimated at
approximately $8.2 billion. In addition, in the Company’s estimation, the understandings regarding the purchase
of natural gas from Tamar during the years 2025-2030 reflect expected savings amounting to approximately NIS
800 million and up to approximately NIS 1,000 million, with respect to the Tamar Agreement in its current version
and the alternatives available with respect to the Company's SPOT agreements.

For additional details regarding the understandings reached between the Company and Tamar Partners, see Note
9al to the Financial Statements.

The contents of this Report and the Company's Financial Statements regarding the Company's estimates with
respect to the expected savings and the total financial scope according to the principles set forth in the
Memorandum of Understanding, constitute forward-looking information, within the meaning of the Securities Law
-1968. This information is based on information and assessments available to the Company as of the date of this
Report, as well as on the Company's estimates that may not materialize or may materialize in a manner and in a
different scope than estimated by the Company, due to circumstances beyond the Company's exclusive control,
including failure to sign a binding agreement, failure to meet conditions precedent, including failure to obtain the
required regulatory approvals, the extent of demand in the economy and changes in the scope, rate and timing of
natural gas consumption by the Company, changes in the forecasts of Noga - Electricity System Management Ltd.
("Noga") as transmitted to the Company and the extent of actual loading of the Company's generation units by
Noga each year.

Section 7.10: Working capital; inventory

Section 7.10.1:

Further to Section 7.10.1 of the Description of the Company's Business Affairs Chapter in the Periodic Report, the
Company advises that in accordance with the updated directive of the State Emergency Authorities (Ministry of Energy),
the Company is required to maintain coal inventories of 1.7 million tons at the storage sites at the coal-fired power
stations starting in June 2026.

Section 7.12.7 Asbestos

Further to that stated in Section 7.12.7 of the Description of the Company's Business Affairs Chapter in the Periodic
Report regarding the requirement of the Ministry for Environmental Protection (the “Ministry”) to remove and bury
asbestos-containing seals at power station sites, on May 5, 2025, instructions were received to carry out actions
pursuant to Section 9 of the Asbestos and Harmful Dust Hazards Prevention Law, which includes a requirement to
transfer information, carry out actions, and submit a comprehensive plan for the removal of components classified as
high risk. On June 15, 2025, the Company submitted its response to the Ministry, which includes a plan for the
evacuation and removal of seals classified as high risk at the active Company's sites and reference to the evacuation and
removal date of seals at closed and shut down generation units. This considers, among other things, the complexity of
the removal, the scope of the units and the fact that the removal involves extended shutdowns.

On August 6, 2025, the Ministry's response to the removal plan submitted by the Company was received, in which the
Ministry requested additional information, demanded that the asbestos be removed from units that are not active by
the end of 2025, that the schedules presented for the removal of the seals in Rutenberg Units 1 and 2 be significantly
shortened, and that the seals be removed from Units 1-4 in Orot Rabin be removed by the end of 2026. The Company
is reviewing the Ministry's response and is formulating a response.

As of the Financial Statements approval date, the Company is unable to estimate all of the implications that this matter
may have on the Company. Therefore, the provision included in the Financial Statements is in accordance with an
estimate based on the plan submitted by the Company to the Ministry.



2.6.

3.
3.1

3.1.1

3.2

3.2.1

Section 7.12.9: Preservation of the coastal environment and prevention of marine pollution

Further to that stated in Section 7.12.9 of the Description of the Company's Business Affairs Chapter in the Periodic
Report regarding the alert received by the Company for an alleged violation of the conditions of the Rutenberg site flow
into the sea permit and the hearing held on this subject, on April 29, 2025, a summary of the hearing was received,
which includes requirements regarding infrastructure aspects of the drainage systems and the implementation of
procedures for conducting inspections.

On June 3, 2025, the Company submitted its response to the Ministry's claims, in which it requested alternative actions.
As of the Financial Statements publication date, the Ministry had not yet submitted its response to the aforementioned
request.

Further to that stated in Section 7.12.9 in the Description of the Company's Business Affairs Chapter in the Periodic
Report regarding the business license of the marine connectors in Eshkol, in accordance with the extensions received
by the Company, the temporary business license is valid until September 1, 2025, in accordance with the conditions
given.

Section 9: The Distribution Segment

Section 9.1: General information on the distribution segment

Section 9.1.1: Structure of the field of activity and changes occurring therein

On June 4, 2025, it was published that the Minister of Finance approved the distribution network development plan
recommended to him by the Electricity Authority. In addition, on July 28, 2025, approval of the Minister of Energy and
Infrastructure of the plan was received by the Company. For further details regarding the plan's approval, see Note 3c
to the Financial Statements.

Section 9.10: Restrictions to and regulation of the operations of the Company in the distribution and supply segments

Section 9.10.2: Criteria for the quality and reliability of supply — rules for supply of electricity to consumers

Further to that stated in Section 9.10.2 in the Description of the Company's Business Affairs Chapter in the Periodic
Report regarding the consumers non-supply index, the total minutes of customer non-supply for the first half of 2025 is
67 minutes compared to 77.03 minutes in the corresponding period last year.

The rate of non-supply minutes caused by high voltage grid and the transmission and transformation segment for the
first half of 2025 is 44.6 minutes compared to 50.4 minutes in the corresponding period last year.

The standard deviation between the sub-districts in the first half of 2025 is 19.9 minutes for the components of this
index compared to 19.5 minutes in the corresponding period last year.

The Company performs electricity quality characteristics monitoring, analysis of exceptional events in the electricity grid
and multi-year statistics of electricity quality characteristics, all in order to ensure the Company's compliance with the
relevant standards and criteria for electricity quality monitoring.



4. Section 10: The Supply Segment

4.1.

Section 10.4: Competition

Effective from July 1, 2024, and in accordance with the decision of the Electricity Authority regarding the integration of
basic meters in the supply segment, the process of switching consumers without a smart meter to private distributors
has begun. For details, see Note 3q to the Annual Financial Statements. The continuation of this process may affect the
Company's share in the supply segment.

As of the Statement of Financial Position date, approximately 284,000 customers have switched to a private supplier?.
For details on the results of the Company's activity in the supply segment, see Note 11 to the Financial Statements.

On May 20, 2025, the Electricity Authority published a decision on the principles of bilateral market regulation for
generation and storage facilities connected to or integrated into the transmission grid. The regulation allows for bilateral
transactions between producers in the transmission grid and virtual suppliers. In the first phase, in order to encourage
the establishment of renewable energy generation facilities in order to meet the renewable energy targets, the
regulation will apply from January 1, 2026, only to renewable energy facilities, including facilities that integrate storage
and independent storage facilities.

On July 7, 2025, the Electricity Authority published a Draft Resolution for a hearing regulating the rules for the
integration of existing private conventional producers connected to the transmission grid into market regulation.
According to the proposal, it will be possible to increase the supply of power available for private transactions so that
the power will be sold to private suppliers at a competitive price in the bilateral market, which will significantly affect
the expansion of competition in the supply segment. The resolution includes the advancement of 4-8 competitive
procedures in which between 2,000 and 3,000 megawatts will be transferred to regulation.

As part of the resolution, the Authority stated that it will examine the possibility of integrating additional generation
facilities into the regulation, including the Company's generation units. The Company forwarded its comments on the
matter.

5. Section 11: The Storage Segment

5.1.
5.1.1.

Section 11.1: General information regarding the storage segment

Section 11.1.1: Structure of the activity in the field and the changes occurring therein

On May 21, 2025, the Electricity Authority published a decision on the subject of determining a recognized cost for
storage facilities to be constructed by the Company. For additional details, see Note 3a to the Financial Statements.

6. Issues Pertaining to the Operations of the Company as a Whole

6.1.
6.1.1.

Section 12: Customers — electricity consumers

Section 12.2.5: The East Jerusalem Electricity Company and the Palestinian Authority

For details regarding the outline of agreements to settle all debts of the East Jerusalem Electricity Company Ltd. and the
Palestinian Authority, see Note 4b to the Financial Statements.

2 Including customers who requested to switch in June 2025 and were actually transferred on July 1, 2025.



7. Section 15: Human capital

7.1 Section 15.2: Employee roster by areas of operation
As of June 30, 2025, the Company employs 10,8923 employees, as follows:

Permanent employees 6,038
Management on personal agreements 112
Continuing employees 1,799
Employees on personal ordinary agreements 38
Ordinary temporary employee 2,237
Project temporary employees 178
Students 32
Apprentices and trainees 98
“Nitzan Or” 360
Total 10,892

With regard to the expected retirement plan up to and including May 2026, see Note 5f to the Financial Statements.

7.2  Section 15.5: Employee compensation plans, benefits and employment agreements

7.2.1 Section 15.5.1: Employment agreements

For details concerning collective agreements and consents including wage agreement in the public sector, the
agreement on remote work, Generation C retirement agreement, “Continuing temporary employee” agreement,
Amendment No. 4 to the reform agreement - Eshkol agreement, and collective agreement to reduce employees' salary
see Note 12f to the Annual Financial Statements.

For details regarding early retirement agreements, SLA (South Lebanon Army) employees’ agreement and vacation days
agreement see Note 5f to the Financial Statements.

7.3  Section 15.9: Labor disputes

For details regarding labor disputes, see Note 9c to the Financial Statements.

8. Section 20: Financing

8.1 Section 20.1: General

For details of material raisings and repayments and the Company’s credit rating during the report period, see Note 7 to
the Financial Statements.

9 Section 23: Restrictions and control over the operations of the Company

9.1 Section 23.1: Provisions of the Electricity Sector Law, relevant Regulations, licenses issued accordingly and
Resolutions of the Electricity Authority

9.1.1 Section 23.1.6: Provisions of the Electricity Sector Law and the Resolutions of the Electricity Authority with respect
to the electricity charge rate

For details concerning the main developments regarding electricity rates and regulation, see Note 3 of the Financial
Statements.

3 Including workers on unpaid leave and workers associated with the metro project, but not workers loaned to the power stations that

were sold.
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Section 25: Legal proceedings — pending actions

10.1 Section 25.1: Class actions

11

For details of applications for class actions received during and after the report period, as well as regarding
developments and updates with respect to existing applications for class actions, see Note 9b to the Financial
Statements.

Section 27: Objectives and Business Strategy

11.1 Section 27.1: Vision

11.1.1 Section 27.1.1: General

In February 2025, the Board of Directors approved a new vision and a new strategic business plan for the Company.

The Company's new vision:

The Israel Electric Corporation leads Israel's energy revolution while striving to ensure a reliable, available and clean
electricity supply in routine and emergency situations, advancing the development of the country's transmission and
distribution infrastructure, absorbing renewable energies and developing and implementing advanced and
groundbreaking technologies.

We are committed to putting customer service at the top of the list of our priorities and will act while demonstrating
national, environmental and economic responsibility, to develop an advanced and competitive electricity sector.

11.1.2 Section 27.1.2: The goals will be achieved, inter alia, through:

11.1.2.1 Section 27.1.2.1: Provision of essential service and support for energy security

a.  Supply of electricity as an essential service to the economy and support for energy security

b. Maintaining the financial strength required for the continuation of the Company's operations

11.1.2.2 Section 27.1.2.2: Grid and storage

a. Development of the electricity grid and storage activities
b.  Maintaining the Company's position in the grid segment as a core activity and as an essential service provider

c.  Providing optimal service and supporting the required technological changes

11.1.2.3 Section 27.1.2.3: Generation

a. Continuation of long-term activity in the generation segment
b. Promoting the participation of the gas turbine system in the competitive market

c.  Maintaining strategic generation as systemic generation and leveraging it to promote technologies to reduce
greenhouse gases

11.1.2.4 Section 27.1.2.4: Supply and service

a. Operating as a default supplier with an emphasis on providing quality service and striving to maintain market share

b. Developing competitive capabilities for participation in the emerging competitive market

11.1.2.5 Section 27.1.2.5: Growth and business development engines

a. Promoting an organizational culture of innovation and positioning the Company as one of the most innovative
companies in the world

b. Adopting advanced technologies and methods to deal with the changing environment and the resulting challenges

11.1.2.6 Section 27.1.2.6: Human capital

a. Developing and retaining human capital and creating a path of leading leadership
b. Improving productivity and efficiency

c.  Supporting the Company's targets in all segments of activity

10



11.1.2.7

a.

b.

Section 27.1.2.7: Innovation

Promoting an organizational culture of innovation and positioning the Company as one of the most innovative
companies in the world

Adopting advanced technologies and methods to deal with the changing environment and the resulting challenges

11.2 Section 27.2: The Company's work plan and targets for 2025

a)

b)

c)

Meeting the structural change goals:

Completing the process of introducing a natural gas-powered generation unit using the CCGT H technology for
commercial operation and maintaining the Company's existing generation capacity in accordance with the
availability and reliability targets required by the Electricity Authority.

Focusing the Company on its core businesses, with an emphasis on focusing on the network and in the field of
customer service.

Improving customer service in commercial and technical aspects.

Expanding service through a variety of digital channels.

Development of human capital in light of the changes in the business environment.
Management Development.

Improvement, streamlining and adaptation of work processes while removing barriers.
Continuing to meet the financial targets, as defined by the Board of Directors.

Completion of a project to continue the conversion to gas at the "Rutenberg" and "Orot Rabin" power plants,
subject to the Policy Principles of the Minister of Energy and Infrastructure from November 2019 regarding the
end of the coal-fired generation era.

Implementation of the development plan for the transmission and transformation network for the years 2023 -
2030, which was approved by the Minister of Energy and Infrastructure in November 2023.

Implementation of a plan to develop the distribution network.
Continued advancement of the strategic supervision projects: the ADMS project and the TMS project.
Accelerated implementation of the Smart Meter project in accordance with the Electricity Authority's decision.

Advancing the establishment of energy storage facilities in sub-stations, in accordance with the decision of the
Electricity Authority.

Advancing a project to integrate and connect charging stations for electric vehicles and electric public
transportation to the network.

Promoting the Company's preparation for competition in the supply segment.
Continuing preparation for extreme events (extreme weather, national emergencies and cyber events).
Advancing the purchase of additional services within the framework of "outsourcing".

Safety: Emphasis on the issue of safety and the assimilation of the issue of proactive safety in the Company and
the continuation of holding trainings and safety workshops.

Traffic safety: Continuing to hold traffic trainings, increased enforcement and conducting driving simulations.

Continuing to promote the innovation system in the Company, while creating an organizational culture supportive
of innovation.

Employee health: Encouraging proper nutrition, sports activity and performing periodic check-ups and early
detection tests.

Cyber: Continuing to deal with the cyber threat and information security.

Improving the Company's image among the public while strengthening trust in the Company's commitment and
through improving service, improving relations with stakeholders and investors and improving the customer
experience.

Sustainability and environmental quality: continued ongoing dialogue with environmental organizations. Taking
the initiative to make the Company a leading entity and partner in the development of renewable energy and
energy storage sector in Israel.

11



aa)

bb)

cc)

dd)

ee)

ff)

ge)

Information systems: upgrading the Company's information systems strategy in accordance with the Company's
strategy, with an emphasis on service.

Business development — formulating a plan for business development in a changing technological and business
environment while managing existing knowledge infrastructures and capabilities in the Company.

Promotion of the Electric Company’s heritage program, the main focus of which is the establishment of a heritage
center and a focus on sites related to the Company's heritage.

Promoting the project for the preservation of generation Units 1-4 at Orot Rabin site in accordance with the
Government decisions.

Continued promotion of the process for examining the use of hydrogen as a future green fuel in the various
generation units.

Maintaining leading cross-Company innovation in order to realize its strategic goals and cope with the
technological and business changes in the electricity sector.

Updating the strategic plan with an emphasis on changes in the field of competition in electricity generation and
electricity supply and the development of future electricity network.

Meir Spigler Doron Arbely

Chief Executive Officer Chairman of the Board of Directors

Date of approval: August 14, 2025
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THE ISRAEL ELECTRIC CORPORATION LIMITED
BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

The Board of Directors of the Israel Electric Corporation (hereinafter: the “Company") hereby presents the Directors’ Report
for the six and three months ended on June 30, 2025, ("The Reporting Period") according to the directives of the Securities
Regulations (Periodic and Immediate Reports) — 1970 ("The Securities Regulations") and the provisions of the Government
Companies Authority ("The Companies Authority").

a. Explanations of the Board of Directors on the Business Condition of the Company

1. Brief Description of the Company and its Business Environment

a)

b)

General

The Company operates as a single integrated and coordinated system engaged in the supply of electricity to
consumers, starting from the electricity generation stage, transmission and storage, distribution, supply of electricity,
as well as trading in it,- all in accordance with licenses granted for each type of activity. The Company also deals in
the construction of infrastructures required for these activities. The Company is defined as an "Essential Service
Provider" (as defined in the Electricity Sector Law).

The Company is owned by the State of Israel which holds about 99.85% of its share capital, therefore the Company
and its operations are subject, inter alia, to the directives of the Government Companies Law — 1975 (hereinafter:
the “Government Companies Law”). As of March 5, 1996, the Company operates according to the Electricity Sector
Law — 1996 (hereinafter: the “Electricity Sector Law”) and the regulations thereunder. The Electricity Sector Law
replaced the Electricity Concessions Order and the Electricity Authority was founded in accordance with this
ordinance. The duties of the Electricity Authority are, inter alia, to set electricity rates and define rate amendment
processes, to award licenses and to supervise compliance with the instructions specified in the licenses (which in
certain cases require the approval of the Minister of Energy and Infrastructure). For further details of the Electricity
Sector Law, including the details and role of the Electricity Authority, see Note 1 to the Financial Statements as of
December 31, 2024 (hereinafter: the “Annual Financial Statements”).

Condensed Review of the Changes in the Business Environment

1) For details regarding the Company's actions to implement the outline for structural change in the reporting
period, and particularly with respect to the generation subsidiary see Note 1e to the Financial Statements.

2)  For details regarding material provisions of the Law applying to the Company in the area of environmental
protection, including additional updates regarding the project of conversion to gas and examining alternatives
for the future of units 1-4 at Orot Rabin Site, see Note 1g to the Financial Statements.

3)  For details regarding the collapse of the crane at the coal dock at the "Rutenberg" power station and the
settlement arrangement signed between the Company and the insurance company, see Note 1hl to the
Financial Statements.

4)  For details regarding Operation “Rising Lion”, see Note 1h3 to the Financial Statements.

5) For details regarding the fire in the collector of Unit 4 at the "Rutenberg" power station, see Note 1h4 to the
Financial Statements.

6) For details regarding electricity tariff amendments and regulations and decision of the Electricity Authority see
Notes 3 and 27 to the Annual Financial Statements.

7)  For details regarding EJEC and the Palestinian Authority’s debts including amounts received from the Treasury
to offset debts, as well as the outline of agreements approved by the Company's Board of Directors and the
Political and Security Cabinet, see Note 4b to the Financial Statements.

8) For details regarding the Company's material raisings and repayments in the Financial Statement's period, the
Company’s credit rating, see Note 7 to the Financial Statements.

9) For details regarding class actions and other material actions, see Note 9b to the Financial Statements.
10) For details regarding labor disputes see Note 9c to the Financial Statements.
11) For details regarding changes in the Company’s Board of Directors and Management, see section ¢ below.

12) For details regarding the effects of the "Swords of Iron" War on the results of the Company's operations, its
financial position and its cash flows, see Note 1h2 to the Financial Statements.

13) For details regarding collective agreements and consents, see Note 5f to the Financial Statements.



THE ISRAEL ELECTRIC CORPORATION LIMITED
BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

1.

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Brief Description of the Company and its Business Environment (continued)

<)

Information Required in Accordance with the Directives of the Government Companies Authority

Major financial targets

1)

Following are the annual* goals approved by the Company’s Board of Directors on December 18, 2024 for the
financial planning period of 2025 - 2030:

a)

b)

<)

d)

e)

A net real financial debt to EBITDA ratio: the target is a ratio of up to 5.2 in each of the years 2025-2027
and a ratio of 5.0 in each of the years 2028-2030.

In practice, as of June 30, 2025, the ratio is approximately 4.6 (the ratio is based on the net financial debt
of the Company as of June 30, 2025, in the amount of NIS 32,370 million and on normalized EBITDA which
includes movement in regulatory accounts and neutralizing special and non-current events for the four
quarters ended June 30, 2025, in the amount of NIS 7,001 million). With regards to non-GAAP financial
indicators, see Section a5 below.

The ratio of total debt to total assets (leverage) will not exceed 65% in each of the years 2024-2030.
In practice, as of June 30, 2025, the ratio stands at approximately 60%.

Maintaining the international rating of at least ‘BBB’. For details regarding the Company’s credit rating,
see Note 7b to the Financial Statements.

The safety cushion will have a monetary value of not less than NIS 3 billion (according to target update
dated March 20, 2025) and will consist of: cash balances and short-term investments of no less than NIS
1.5 billion at the end of each month; long-term and unused secured credit lines effective for longer than
one year supplementing cash balance to NIS 3 billion at any time. As of June 30, 2025, the Company is in
compliance with the target.

The scope of real net financial debt will not exceed NIS 40 billion in each of the years 2025-2030, subject
to compliance with the financial ratios specified above, with regards to the debt ratios. For the
composition of the financial debt as of June 30, 2025, see Section a6 below.

In addition, the Company’s Board of Directors adopted three additional annual* targets pursuant to the circular
of the Government Companies Authority (see section a6c below):

f)

g)

h)

FFO to adjusted financial debt ratio ranging between 15%-23%
In practice, as at June 30, 2025, the ratio stands at 17.4%.

FFO + interest expenses divided by interest expenses ratio greater than 3.
In practice, as at June 30, 2025, the ratio stands at 8.33.

Return on Capital Employed (ROCE) ratio greater than 5% in the short term and greater than 4.3% in the
long term.
In practice, as at June 30, 2025, the ratio* stands at 5.0%.

* The Company's compliance with the indicated targets will be reviewed only at the end of the reported year.



THE ISRAEL ELECTRIC CORPORATION LIMITED
BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS

FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Financial Position

Data on the Company's financial position on June 30, 2025 and December 31, 2024 are as follows:

NIS in millions

June 30, December Increase Percent
2025 31,2024 (decrease) %
CURRENT ASSETS
Cash and cash equivalents........cccccecvveeeeciereccieee e, 1,245 2,157 (912) (42%)
Short term inVestMents.......cceeecveeivvieeeeciee e 911 3,539 (2,628) (74%)
Trade receivables for sales of electricity .........cccvvvenneeen. 5, 447 5,157 290 6%
Other current assSetS ......coccveeiccieeeeiieeeeeciieeeecreeeesivee e 968 863 105 12%
INVENTOrY — fUEL..coceiiciece e 834 1,399 (565) (40%)
INVENTOry — StOreS......eviiiiiiiiiiieceec e 187 167 20 12%
TOtal CUITENT @SSETS ...vovvieeieeceiceiceeeeceee et 9,592 13,282 (3,690) (28%)
NON-CURRENT ASSETS
INVENLOrY - fUBI ..eieiiiee e 2,125 1,944 181 9%
Receivables for inventory of fuel........cccceeevcvieeeiiieennns 179 - 179
Long-term receivables .........ccccceeeeieiiicciee s 1,213 1,451 (238) (16%)
Investment in associate COMPanIes.........cccveevverrrvevennan. 15 15 - 0%
3,532 3,410 122 4%
Assets with respect to benefits after employment
termination:
Excess pension plan assets over pension liability............ 12,349 11,905 444 4%
FUNS TN EFUSE .ttt 1,072 1,057 15 1%
13,421 12,962 459 4%
Fixed assets, net:
Fixed assets in USe, Nt .......ccccveveveieiiiiiiieieieieeeeeeeeeeeeeeees 55,341 52,263 3,078 6%
Fixed assets under CoNStrUCEION .........ccovevueveveueueereeeenenn. 9,688 11,345 (1,657) (15%)
65,029 63,608 1,421 2%
Intangible assets, Net........cccevverereeerreereereeseessenseeseessensns 1,270 1,219 51 4%
Total @SSets....cuueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseseseseeeeseeee 92,844 94,481 (1,637) (2%)
Debit balances of regulatory deferral accounts ............. 11,384 10,168 1,216 12%
Total assets and debit balances of regulatory deferral
ACCOUNTS ..vveueverenerenisesesesessesessssessssesssssessssessesesssssens 104,228 104,649 (421) (0%)




THE ISRAEL ELECTRIC CORPORATION LIMITED
BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Financial Position (continued)

Data on the Company's financial condition on June 30, 2025 and December 31, 2024 are as follows: (continued)

NIS in millions

June 30, December Increase Percent
2025 31,2024 (decrease) %

CURRENT LIABILITIES
Credit from banks and other credit providers................ 2,603 4,046 (1,443) (36%)
Trade payables.......cccovcvvee e, 3,129 3,184 (55) (2%)
Other current liabilities........ccccvuveeeiiieeeecee e, 1,166 1,329 (163) (12%)
Current taxes liabilities .........uuveverererevereieieriiirerererererananan, 1,283 744 539 72%
Customer advances, net of work in progress.................. 1,258 1,199 59 5%
ProViSioNS....cccevviiiiieieeeeeeeeeeees 787 739 48 6%
Total current iabilities ........c.veeeeeveveeeeeeeeeeeeeeeee e 10,226 11,241 (1,015) (9%)
NON-CURRENT LIABILITIES
D 1] o= oY U USRSt 32,812 33,989 (1,177) (3%)
Liabilities to banks .......ccceeeeeeiciiieeieiieecceeee e 1,213 1,134 79 7%
Liabilities with respect to other benefits after
employment termination ........cccceeeeieeeecciee e 4,348 4,728 (380) (8%)
Deferred taxes, Net.......vviiiviciveeieee e 8,806 8,448 358 4%
Liability to the State of Israel.......ccccveveeieeiviiieieieeees 1,951 1,981 (30) (2%)
Lease liabilities.....ccevverereiiee e 596 740 (144) (19%)
Other labilities .....covvieieeieeeeceeece e 497 491 6 1%
Total non-current Habilities ......ovvvveeeeeeeeeeeeeeeeeee e, 50,223 51,511 (1,288) (3%)
EQUITY
Share capital ..oooocieiiecieeeeec e 908 908 - 0%
Capital FESEIVES ...ooveeiieiecieee et saee e 834 785 49 6%
Capital remeasurement reServe ........ccccecveeeecveeeeccvveeenns (23) (73) 50 (68%)
Retained @arnings .........ccoveeverieeeseeeresiesieeseseee s 39,646 36,677 2,969 8%

41,365 38,297 3,068 8%
Total liabilities and equity ......cccovvreereeccccirrieeeeecccennnns 101,814 101,049 765 1%
Credit balances of regulatory deferral accounts and
taxes with respect to regulatory deferral accounts........ 2,414 3,600 (1,186) (33%)
Total liabilities, equity and credit balances of
regulatory deferral aCCOUNtS........cceveeereeemevseenssesesseseens 104,228 104,649 (421) (0%)




THE ISRAEL ELECTRIC CORPORATION LIMITED
BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

a.

2.

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Financial Position (continued)

a)

b)

<)

d)

Current and Non-Current Assets

Below are details of the major changes:

1)

2)
3)

4)

5)

The decrease in cash and cash equivalents is mainly due to repayment of loans and debentures offsetting
receipts from the realization of investment in monetary funds and issuance of bonds. For additional details see
the Company’s Cash Flow Statement in the Financial Statements.

The decrease in short-term investments is mainly due to realization of investment in financial funds.

The increase in trade receivables is due to the effect of seasonality and the increase in the electricity rate, which
is partially offset by the decrease in the debt balance of EJEC and the PA, in light of the outline of the
agreements for closing the debt. For details, see Note 4 to the Financial Statements.

The decrease in other current assets is mainly due to the effect of dollar exchange rate on currency exchange
transactions offset by the prepayment of municipal taxes.

The decrease in current, non-current fuel inventory and receivables for inventory of fuel is mainly from a
decrease in the quantity of the coal inventory.

Investments in Fixed Assets

Below are details of Company investments in Fixed Assets in the Reporting Period and in the corresponding period
of the previous year:

For the six months ended on
June 30, 2025 June 30, 2024
In NIS millions

Power stations, CCGTS, SErUCLUIES .....ccvvvvuiierieereiiiiieeeeeeeeerriieeeeeeeeeeanens 453 415
Sub-stations and high voltage lines ......ccccoevciiieiei i, 863 604
Switching stations and ultra-high 400 Kilowatt voltage lines................ 322 349

Distribution grids and meters 1,402 1,176
Inventory — stores 313 262
CCGTs 70-80.............. 124 275
[0 11 3T U USPRN 294 276
I ) -1 NS 3,771 3,357

The investments include the implementation of IAS 19. With exclusion of the impact of IAS 19, the increase in
investments in fixed assets is NIS 369 million.

Current and Non-Current Liabilities

1)

The decrease in total financial liabilities is mainly from partial repayment of negotiable debenture Series 29
and the early repayment of bank loans. For more details, see Note 7a to the Financial Statements.

Regulatory deferral account

For details regarding the change in the regulatory deferral accounts, see Note 6 to the Financial Statements.
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BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
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Explanations of the Board of Directors on the Business Condition of the Company (continued)

Comparison and Analysis of Operating Results for the Reporting Period compared to the Corresponding Period in the
Previous Year:

a) Statements of Profit (Loss) and Other Comprehensive Income in NIS Millions:

For the six months ended on

June 30, 2025 June 30, 2024 Change Paragraph

Statements of Profit (Loss) In NIS In NIS In NIS

millions % millions % millions %
REVENUES.....oeveeeeeeeiiieeeee et 12,317 100% 11,581 100% 736 6% b
Cost of operating the electricity
SYSERIM v e eeeeneneene 10,083 82% 10,380 90% (297) (3%) c
Profit from operating the electricity
SYSEEM ...t 2,234 18% 1,201 10% 1,033
Other revenues ........ccceeeecvveeeeecvveeeennnen. (334) (3%) (6,796) (59%) 6,462 f1
Sales and marketing expenses............. 454 4% 445 4% 9 2%
Administrative and general expenses.. 436 4% 515 4% (79) (15%) f2
Income from liabilities to pensioners,
PO e s eeeean (146) (1%) (173) (1%) 27 (16%)
Reform agreement and other
agreements' results.........cceveveevereenenens 63 1% 121 1% (58) (48%) 3
Profit from current operations ........... 1,761 14% 7,089 61%  (5,328)
Financial expenses, net........cccceeeuneee.. 835 7% 985 9% (150) (15%)
Other financial income.........cccoeeuuuueee... (480) (4%) (215) (2%) (265) 123%
Financial eXpenses ..........ccooeveveveevevenene. 355 3% 770 7% (415) (54%) e
Profit (loss) before income tax ........... 1,406 11% 6,319 55%  (4,913)
Expenses from income taxes ............... 340 3% 1,469 13%  (1,129)
Profit (loss) after income tax .............. 1,066 9% 4,850 42%  (3,784)
Company's share of the profits of
associate ComMpPanies. .......ccevveeeeveeennes. - 0% (6) (0%) 6  (100%)
Profit (loss) before regulatory deferral
ACCOUNTS......eeeeieeee e 1,066 9% 4,844 42%  (3,778)
Movement in regulatory deferral
accounts balances, net of taX............... 1,903 15% (3,228) (28%) 5131 (159%)
Profit for the period.........ccceervrvennenne. 2,969 24% 1,616 14% 1,353

Consolidated Reports of Other Comprehensive Income (Loss):
Profit (loss) with respect to cash flow

hedging, net of taX ......cccoceeeeevveeecineennn. 49 0% (20) (0%) 59

Remeasurements of a defined benefit

plan, net of taX......cccceveevierevcieee e, 32 0% 83 1% (51) (61%) f4
Movement in regulatory deferral

accounts, net of taX......coceeeeeevveeeneenns 18 0% (32) (0%) 50 (156%)

Other Comprehensive Income (Loss)

for the period........cccocvvvvrercvcvrvsvscneees 99 1% a1 0% 58

Comprehensive Income for the period 3,068 25% 1,657 14% 1,411
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Explanations of the Board of Directors on the Business Condition of the Company (continued)

Comparison and Analysis of Operating Results for the Reporting Period compared to the Corresponding Period in the

Previous Year (continued)

b)

c)

Revenues

The revenues for the reporting period amount to a sum of approximately NIS 12,317 million compared to NIS 11,581
million for the corresponding period of last year, an increase of approximately NIS 736 million deriving mainly from
an increase in revenues from infrastructure services and from an increase in electricity rate offset partly by a
decrease in the quantity of electricity sold by the Company compared to the corresponding period last year. Also,
the Company recognized revenues for previous periods that were not previously recognized in the amount of
approximately NIS 391 million, due to receipts received for EJEC's debts (a total of NIS 128 million in the
corresponding period last year), for details see Note 4b to the Financial Statements.

Cost of Operating the Electricity System

The cost of operating the electricity system in the reported period amounted to approximately NIS 10,083 million,
as compared to approximately NIS 10,380 million in the corresponding period of last year, a decrease of
approximately NIS 297 million (approximately 3%) mainly deriving from a decrease in purchases of electricity and
decrease in fuel consumption cost.

1) Fuels consumption cost

The cost of fuels consumed in the report period amounted to a sum of approximately NIS 2,873 million,
compared to approximately NIS 2,959 million in the corresponding period of last year, a decrease of NIS 86
million representing a decrease of approximately 3%.

The change in fuel consumption costs derives mainly from a decrease in the generation compared to the
corresponding period last year.

Following are details of the changes in NIS millions

Change in
Fuel Type Consumption Change in Prices Total

(4) - (4)

(143) 89 (54)

33 2 35

(72) (16) (88)

(186) 75 (111)

................................................................... 25
......................................................................................................................................... (86)

2) A decrease in electricity purchases of approximately NIS 335 million deriving mainly from a decrease in
purchases of electricity from Noga, net, offset by an increase in the quantities of electricity purchased from
producers at high and low voltage.
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FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Comparison and Analysis of Operating Results for the Reporting Period compared to the Corresponding Period in the
Previous Year (continued)

d) Depreciation and Amortization:

Following are details of depreciation expenses and amortization presented in the profit and loss statement:

The six months ended

on June 30
2025 2024
Depreciation and Amortization Expenses NIS in millions Difference  Change in %
Electricity system operation general ......cccccoooveeviieniennneene 2,055 1,993 62 3%
Sales and Marketing.......cccccveeeicieieeciee e, 104 93 11 12%
Administrative and general.........cccceeeeiieieeiiiei e 74 79 (5) (6%)
Total depreciation eXpenses.........eeeeeeeeeeeeeeeeeeeeeeeeeeeeeennennes 2,233 2,165 68 3%

The net increase in depreciation expenses in operating the electricity system stems mainly from an increase due to
investments in distribution, transmission, transformation and operation of CCGT 70.

10
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BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Comparison and Analysis of Operating Results for the Reporting Period compared to the Corresponding Period in the
Previous Year (continued)

e) Financial Expenses

For the six months ended
on June 30

2025 2024 Difference

NIS in millions

a. Financing expenses (income) due to exchange rate differences
and linkage differences and revaluation of hedge transactions

Exchange rate differences due to foreign currency financial
liabilities mainly deriving from NIS/Dollar differences as a result

of a decrease in the exchange rate of approximately 7.54%...... (479) 289 (768)
Revaluation of hedging transactions resulting from changes in
the exchange rates during the period........ccocceevviivieiniiinicnneen. 565 (330) 895
Revaluation of hedging transactions resulting from changes in
the Consumer Price Index during the period............ccceeeeuvneennes 125 243 (118)
Revaluation of hedge transactions to their fair value due to
capitalization interest rates and credit risk..........ccccoeeeecieeennnen. (158) 42 (200)
Linkage differentials due to index linked financial liabilities
which increased at @ rate of 1.57% ....coeeveeerevveeereereeereereeerenens 444 476 (32)
Total expenses due to exchange rate differences and linkage
differences and revaluation of hedge transactions................... 497 720 (223)
b. Interest and Other Expenses
INTErESt EXPENSES .ouveeririeereertieetee st e et e st e e steesreeebeesbeesbeesanes 503 587 (84)
Other fiNaNCiNg EXPENSES .....evvvveeriieririieeiee e et e enreeesee e s 91 13 78
Total interest and other eXpenses: ........cccceeeeeeeeeeeeeeeeeeeeeeeneenns 594 600 (6)
Total financing expenses before capitalization ........................ 1,091 1,320 (229)

c. Capitalization of credit costs
Financing expenses which were capitalized on projects under

(oo Y 01y { (U Tot o) o USSR 256 335 (79)
Total fiNnanCing EXPENSES....ccceeeceerreerererreierrnnereerereeesssnnnnessesenas 835 985 (150)
Other financing iNCOME (1) ....cceeeeveeerecreerricreeeeesseeeeeessneeesennnns (480) (215) (265)
Total financing EXPENSES, NEt.......ccveverireereereresesesesesneresssessnnes 355 770 (415)

Against the foreign currency exposure (mainly Dollar), the Company implements a policy of hedging for the rate of
exchange. Hedging transactions executed by the Company throughout the years to swap foreign currency in
substance replaced the foreign currency liabilities with fixed interest CPI linked or nominal NIS liabilities.
Additionally, the Company recognizes regulatory deferral accounts with respect to CPI linkage differentials. For
details see Note 6 to the Financial Statements.

(1) The increase in other financing income is primarily due to interest income from the EJEC arrangement - see
Note 4b to the Financial Statements.

11



THE ISRAEL ELECTRIC CORPORATION LIMITED
BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Comparison and Analysis of Operating Results for the Reporting Period compared to the Corresponding Period in the

Previous Year (continued)

f)

Additional Business Results during the Reporting Period:

1)

2)

3)

4)

The decrease in other income derives from selling the Eshkol station that was carried out in the corresponding
period last year offset by the recognition of insurance proceeds in the period following a settlement agreement
between the Company and the insurance company in respect of the crane collapse at Rutenberg in the
reporting period, for details see Note 1h1 to the Financial Statements.

The decrease in general and administrative expenses is mainly due to a decrease in the provision for doubtful
debts compared to the corresponding period last year.

For details on the results of the impact of the reform agreement and other agreements in the reporting period
in the amount of approximately NIS 63 million, see Note 5f to the Financial Statements.

The decrease in other comprehensive income in respect of re-measurement of a defined benefit plan, net of
tax, compared to the corresponding period last year, in the amount of approximately NIS 51 million, deriving
mainly from a decrease in profits from remeasurements in the reporting period in the fund, offset by actuarial
losses during the reporting period due to a decrease in the interest rates vector for discounting the actuarial
liability compared to actuarial profits last year mainly deriving from an increase in the interest rates vector for
discounting the actuarial liability offset by losses from remeasurements in the fund.

12



THE ISRAEL ELECTRIC CORPORATION LIMITED
BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Comparison and Analysis of Operating Results for the Reporting Period compared to the Corresponding Period in the
Previous Year (continued)

g) Segmental profit

Below is analysis of the change in profit by operating segments (for details regarding segment reporting see Note 11
to the Financial Statements):

Operation
Electricity not within
generation the
and electricity
Explanation purchases Transmission Distribution Supply chain Total

(NIS in millions)

Segmental profit for the six

months ended June 30,

2025 1,023 415 810 (53) (6) 2,189
Segmental profit for the six

months ended June 30,

2024, 1,002 444 724 (13) 1 2,158

Difference.....ccccccceevuveeeennnen.. 21 (29) 86 (40) (7) 31

Mainly derives from -
Revenue recognition not
yet recognized for past

debts of EJECand PA........... (a) 235 44 - - - 279
FUel .o, (4) - - - - (4)
Operating expenses ............ 17 3 100 (50) - 70
One-time and past
repayments .........ccceeeeeennenn. (b) (165) (134) (121) 14 (7) (413)
Capital servicing ................. (c) 59 64 117 (4) - 236
Seasonality ......ccccevvvveennnene (d) (121) (6) (10) - - (137)
21 (29) 86 (40) (7) 31

Explanations:

(a) Theincrease in profit is due to the recognition of income not yet recognized for prior periods due to the outline
signed to settle the debt of EJEC. For details, see Note 4b to the Financial Statements.

(b) The decrease in one-time profit stems from revenues from the Authority's decision regarding receipts from the
sale of the Eshkol site and clarification of additional issues following the decision that occurred in the
corresponding period last year.

(c) The increase in profit from capital servicing is primarily due to an increase in income from financing
components and yield due to an increase in fixed assets recognized in the tariff and an increase in interest and

yield rates (for details, see Note 3i to the Annual Financial Statements).

(d) The change in profit due to the seasonal component stems from variation in the distribution of the Company's
revenues between the quarters in each of the reporting periods.
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THE ISRAEL ELECTRIC CORPORATION LIMITED

BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS

FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Comparison and Analysis of Operating Results for the Quarter compared to the Corresponding Quarter in the Previous

Year:

a) Statements of Operations and Other Comprehensive Income in NIS Millions:

Statements of Operations

Revenues........cccccvviiiiiiiiiiiniiciiinn,
Cost of operating the electricity

Sales and marketing expenses..............
Administrative and general expenses...
Income from liabilities to pensioners,

Results of the reform agreement..........
Profit from current operations ............
Financial expenses, net .............cc........
Profit (loss) before income tax ............
TaXx ON iNCOME....ceeviiiieeieeeeiieee e
Profit (loss) after income tax ...............
Company share in profits of associated
COMPANIES .ovvvvvvririrriererererrrerererererereennee
Profit (loss) before regulatory deferral
ACCOUNES......ooviieiieiieeie e
Transactions in balances of regulatory

deferral accounts, net of tax.................
Income for the period..........................

Consolidated Reports of Other Comprehensive Income (Loss):

Profit (loss) with respect to hedge of
cash flow, net of taX.......ccvvvvvevevvvvnennnns
Re-measurements of a defined benefit
plan, net of taX......ccccoeeeeveiieeiieceeee,
Movement in regulatory deferral
accounts, net of taX.....ceveveveveveveveveennnns
Other Comprehensive Income (loss)
for the period.........cceeeeeeeeeeeeeeneeeeeennnns

Comprehensive Income for the period

For the three months ended on Change
June 30, 2025 June 30, 2024 Paragraph
In NIS In NIS In NIS
millions % millions % millions %
5,773 100% 5,961 100% (188) (3%) b
4,918 85% 5,409 91% (491) (9%) c
.85  15% 552 9% 303 55%
11 0% (6,795) (114%) 6,806 f1
227 4% 234 4% (7) (3%)
220 4% 272 5% (52) (19%)
(74) (1%) (86) (1%) 12 (14%)
18 0% 57 1% (39)
453 8% 6,870 115% (6,417)
597 10% 472 8% 125 26% e
L84 2%) 6398 107% (6,542)
(23) (0%) 1,474 25%  (1,497)  (102%)
) @2%) 4924 83% _(5,045)
- 0% (6) (0%) 6 (100%)
(121) (2%) 4,918 83% (5,039)
1,495 26% (3,828)  (64%) _ 5323  (139%)
1,374 24% 1,090 18% 284
(24) (0%) 27 0% (51) (189%)
(22) (0%) 194 3% (216)  (111%) f2
(4) (0%) (13) (0%) 9
50 (%) 208 3% __(258)
1,324 23% 1,298 229% 26
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THE ISRAEL ELECTRIC CORPORATION LIMITED
BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Comparison and Analysis of Operating Results for the Quarter compared to the Corresponding Quarter in the Previous

Year (continued)

b)

d)

Revenues

The revenues for the reporting period amount to a sum of approximately NIS 5,773 million compared to
approximately NIS 5,961 million for the corresponding period of last year, a decrease of approximately NIS 188
million, mainly deriving from a decrease in the quantity of electricity sold, offset partly by an increase in the

electricity rate.

Cost of Operating the Electricity System

The cost of operating the electricity system in the reported period amounted to approximately NIS 4,918 million, as
compared to approximately NIS 5,409 million compared to the corresponding quarter in the previous year, a
decrease of approximately NIS 491 million (approximately 9%), mainly deriving from a decrease in electricity

purchases and a decrease in fuel consumption costs.

1) Fuels consumption cost

The cost of fuels consumed in the reporting period amounted to a sum of approximately NIS 1,357 million,
compared to approximately NIS 1,443 million in the corresponding quarter in the previous year, a decrease of
approximately NIS 86 million representing a decrease of approximately 6%.

The change to the cost of fuels consumption derives mainly from a decrease in generation and decrease in gas

price compared to the corresponding period last year.

Following are details of the changes in NIS millions

Change in

Fuel Type Consumption Change in Prices Total

FUBL Ol et 1 - 1
(0o - | IR (95) - (95)
Di€SEl Ol ceueeeiiiieiieeiee e 30 2 32
NALUFAl 8aS .eeeveeeiieciieeieectee ettt sre e sveeeae e (8) (20) (28)
| o] 7 | [ (72) (18) (90)
Change in associated fuel and emergency diesel Oil ........ccoocveeiiiiiiiiiiiin e 4
o] 7 1 SRR (86)

2) A decrease in electricity purchases in the amount of NIS 496 million mainly deriving from a decrease in
electricity purchases from Noga, net offset by an increase in the quantities of electricity purchased from high

voltage and low voltage producers.

Depreciation and Amortization

Following are details of depreciation and amortization expenses presented in the profit and loss statement:

The three months

ended on June 30

2025 2024
Depreciation and Amortization Expenses NIS in millions Difference  Change in %
Electricity system operation general ................... 1,031 1,012 19 2%
Sales and marketing........cccovveeeeeieieciiiieeee e, 53 46 7 15%
Administrative and general.........ccccccveeeecneeenneen. 38 39 (1) (3%)
Total depreciation expenses........ccccceeeeeneceennnns 1,122 1,097 25 2%

The net increase in depreciation expenses in operating the electricity system stems mainly from an increase due to
investments in distribution, transmission, transformation and operation of CCGT 70.
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BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Comparison and Analysis of Operating Results for the Quarter compared to the Corresponding Quarter in the Previous

Year (continued)

e) Financial Expenses

For the three months ended
on June 30

2025 2024 Difference

NIS in millions

a. Financing expenses (income) due to exchange rate differences
and linkage differences and revaluation of hedge transactions

Exchange rate differences due to foreign currency financial
liabilities mainly deriving from NIS/Dollar differentials as a
result of a decrease of the exchange rate of approximately
9.31% and NIS/Yen differentials as a result of a decrease in the

exchange rate 0f 6.11%. ..cccceveveiieeeiiiee e (714) 192 (906)
Revaluation of hedging transactions resulting from changes in
the exchange rates during the period.........ccccceeevviiviiieecciieeens 817 (215) 1,032
Revaluation of hedging transactions resulting from changes in
the Consumer Price Index during the period...........ccceeeevieenes 102 207 (105)

Revaluation of hedge transactions to their fair value mainly
deriving from changes of capitalization interest rates and

credit risk which occurred during the report quarter................. (93) (66) (27)
Linkage differentials due to index linked financial liabilities

which increased at a rate of 1.28% in the quUarter................... 361 404 (43)
Total expenses due to exchange rate differences and linkage

differences and revaluation of hedge transactions .................. 473 522 (49)

b. Interest and Other Expenses

INTErESt EXPENSES ...uvviieeeeeeeciieeeeciee e ertee e e stteeesere e e saaeeeesnaeeeeenes 260 285 (25)
Other finanCing EXPENSES......ciivcveeeeriiee e cceee e 77 6 71
Total interest and other expenses: ........ccccvvviiiiiiiiiiiiiinnninnnnnn 337 291 46
Total financing expenses before capitalization ..........cccceeeeeeens 810 813 (3)

c. Capitalization of credit costs
Financing expenses which were capitalized on projects under

CONSTIUCTION ..ottt terena 158 230 (72)
Total financing eXpenses........cccccvviiiiiiiiiiiiiin, 652 583 69
Other financing iNCOMEe ... e (55) (111) 56
Total financing expenses (income), net........cccceeeeeeeeeeeeeeeeeeenens 597 472 125

Against the foreign currency exposure (mainly Dollar), the Company implements a policy of hedging for the rate of
exchange. Hedging transactions executed by the Company throughout the years to swap foreign currency in
substance replaceing the foreign currency liabilities with fixed interest CPI linked or nominal NIS liabilities.
Additionally, the Company recognizes regulatory deferral accounts with respect to CPI linkage differentials. For
details, see Note 6 to the Financial Statements.
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THE ISRAEL ELECTRIC CORPORATION LIMITED
BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Comparison and Analysis of Operating Results for the Quarter compared to the Corresponding Quarter in the Previous

Year (continued)

f)  Additional Business Results during the Quarter:

1) The decrease in general and administrative expenses derives from the provision for doubtful debts, which was
high in the corresponding period last year. For details see Note 4 to the Financial Statements.

2) Adecrease in other comprehensive income in respect of re-measurement of a defined benefit plan, net of tax,
compared to the corresponding period last year, in the amount of approximately NIS 216 million, deriving
mainly from actuarial losses during the quarter due to a decrease in interest rate for discounting the liability
compared to actuarial gains last year, offset by actuarial gains in the quarter compared to losses in the
corresponding quarter last year.
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THE ISRAEL ELECTRIC CORPORATION LIMITED
BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Comparison and Analysis of Operating Results for the Quarter compared to the Corresponding Quarter in the Previous

Year (continued)

g) Segmental profit

Below is analysis of the change in profit by operating segments (for details regarding segment reporting see Note 11
to the Financial Statements):

Operation
Electricity not within
generation the
and electricity
Explanation purchases Transmission Distribution Supply chain Total

(NIS in millions)

Segmental profit for the

three months ended June

30, 2025....cicireeeieeereeeieeas 92 187 387 (33) (6) 627
Segmental profit for the

three months ended June

30,2024, 661 325 505 - (9) 1,482

Difference.......cceceeevvrvieneenne (569) (138) (118) (33) 3 (855)

Mainly derives from -
Revenue recognition not
yet recognized for past

debts of EJECand PA............ (a) (91) 1 - - - (90)
FUel .o, (16) - - - - (16)
Operating expenses ............ 27 9 71 (26) - 81
One-time and past
repayments .........ccceeeeeennenn. (b) (433) (144) (205) (1) 3 (780)
Capital servicing ................. (c) 16 10 42 (6) - 62
Seasonality ......ccccevvvveennnene (d) (72) (14) (26) - - (112)
(569) (138) (118) (33) 3 (855)

Explanations:

(a) The decrease in profit is due to the recognition of income in the corresponding period last that was not yet
recognized for prior periods due to the outline signed to settle the debt of EJEC and PA from settlement funds.

(b) The decrease in one-time profit stems from the Authority's decision regarding receipts from the sale of the
Eshkol site and clarification of additional issues following the decision that occurred in the corresponding period
last year.

(c) The increase in profit from capital servicing is primarily due to an increase in income from financing
components and yield due to an increase in fixed assets recognized in the tariff and an increase in interest and

yield rates (for details, see Note 3i to the Annual Financial Statements).

(d) The change in profit due to the seasonal component stems from a different distribution of the Company's
revenues between the quarters in each of the reporting periods.
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BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
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a.

5.

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Liquidity for the Reporting Period

a)

1)

2)

3)

General:

Cash Flow from Operating Activities:

In the six months ended June 30, 2025, the cash flow deriving from operating activities amounted to NIS 3,091
million, compared to NIS 2,607 million deriving from operating activities in the corresponding period last year.
The change in cash flow from operating activities in the amount of approximately NIS 484 million is mainly due
to a decrease in profit before regulatory deferral accounts and changes in the working capital items, mainly the
decrease in capital gain from the sale of fixed assets

For details of the change, see Appendix A to the Cash Flow Statement in the Financial Statements.

Cash Flow for Investing Activities:

In the six months ended June 30, 2025, the cash flow used for investing activities amounted to NIS 429 million,
compared to NIS 6,336 million derived from investment activities in the corresponding period last year.

The change in the cash flow from investment activity of approximately NIS 6,765 million derives mainly from
receipt of proceeds from realizing fixed assets last year (sale of Eshkol power station) offset by increase in the
investment in fixed assets and intangible assets offset by the repayment of investment in monetary funds and
interest received as part of the agreements to settle the debts of EJEC (see Note 4b to the Financial Statements).

Cash Flow for Financing Activity:

In the six months ended June 30, 2025, cash flow used for financing activities amounted to NIS 3,546 million,
compared to NIS 2,415 million used for financing activities in the corresponding period last year.

The change in the cash flow from financing activity of NIS 1,131 million derives mainly from an increase in
repayments of debentures and bank loans offset by issuance of debentures in the period.

For additional details regarding the cash flow of the Company see the Statement of Cash Flows of the Company in
the Financial Statements.
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BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

a.

5.

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Liguidity for the Reporting Period (continued)

b)

Financing Sources

1)

2)

General:

The Company finances its activities from internal sources, from offering debentures in Israel and abroad and
from loans from banking corporations in Israel and abroad. For details regarding this, as well as details
concerning material fundraising and repayments during and after the reporting period, see Note 7 to the

Financial Statements.

Debentures and long-term loans (without liabilities with respect to lease):

The balance of long-term financial liabilities of the Company on six months ended June 30, 2025 and December
31, 2024, is approximately NIS 35,976 million, and approximately NIS 37,104 million, respectively, detailed as

follows:

Index-Linked NIS Liabilities:

Negotiable debentures .........cocveeveeiiiiinene e
Non-negotiable debentures........ccccevieieieeniiieneenieeeeceeee
Loans from the State of Israel........cccccuvveeeviieiiiieeeee e,

Dollar Linked Liabilities:

Debentures iINThe US ... ...

Liabilities denominated in other foreign currencies:
Debentures in Japan in YeN ... vciiieeie e
LO@NS IN EUFOS c..veiiiiiieeeeeeiiiireeee et ee e s seiitee e e e s s s iareee e e e e senaes

Total llabilities ...ccceeereeeierieeriiriereireereereeeeereeeeereeeseerennseseennnens

Premiums, discount and deferred expenses ........ccccccveeecveeeennnenn.
Classification to current maturities.......ccccvevevvveeriieinieeenie e,
Long term hedge transactions .......cccccvvevecieeevcieee e,

Total debentures, liabilities to banks and long-term liabilities to
the State of ISrael ......eeeeeiiiiiiiiieeeiiiiiiiere e

20

As at six months
ended June 30,
2025

As at December
31, 2024

Millions in NIS

26,131 26,534
600 738
2,035 2,025
28,766 29,297
- 1,500

- 1,500
7,047 7,622
43 9%
7,090 7,718
1,285 1,281
109 140
37,250 39,936
(285) (230)
(2,166) (3,646)
1,177 1,044
35,976 37,104




THE ISRAEL ELECTRIC CORPORATION LIMITED
BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Liguidity for the Reporting Period (continued)

b) Financing Sources (continued)

3) Average Long-Term Credit for the six months ended June 30, 2025

Credit is taken from banking corporations, debenture issuances and others. The average credit for the reporting
periods was approximately NIS 37,810 million and is mainly long-term loans and debentures (including hedging
transactions, deferred, premium/discount of debentures and liabilities with respect to leasing).

4) Suppliers’ and Customers’ Credit

As of June 30 As of December 31
2025 2024 2024
Credit Credit Credit
average average average
Days *k Days ** Days **

Trade payables .......ccccvveieieeniiieniieiieeeieee 34 2,330 34 2,138 33 2,267

Trade receivables * (1) ....ccovveeeviieeeecieeeee, 50 3,668 69 4,636 61 4,406
Trade receivables excluding the debts of the
Palestinian Authority and the East Jerusalem
Electricity Company (see Note 4 to the

Financial Statements) * ..........cccovveeevvereenen. 50 3,172 55 3,312 51 3,240

*  The credit days presented above represent the credit days from the invoice issue date until the payment

date.
In NIS millions

(1) The decrease in credit days is mainly due to past debt repayments by EJEC and PA. See Note 4b to the
Financial Statements.

* %

21
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FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Financial indicators that are not based on accepted accounting principles (Non-GAAP)

In this report, the Company includes non-GAAP financial indicators.

Such indicators provide useful information for the management and the investors by neutralizing certain components
which the management believes do not constitute an indication for the Company’s ongoing activity, and therefore
improve the comparative abilities of the financial results between periods, and allow for greater transparency of central
indicators used for estimating the Company’s performance, for comparing the operational results between the periods,
and examining the Company’s debt repayment capacity, and this, among other things, in order to comply with the targets
defined and approved by the Company’s Board of Directors (for details, see Section alc above). Such indicators should
not be considered as substituting the detailed information provided in the Financial Statements in accordance with the
IFRS. The indicators are as follows:

a)

EBITDA — including movement in regulatory deferral accounts, while neutralizing special non-current events

Definition: profit before financial expenses, depreciation, amortization and tax on income, in addition to movement
in regulatory deferral accounts (without depreciation, financial, and tax components), while neutralizing special non-
current events. The results for the reporting periods are as follows:

For the six months ended on  For the year ended

June 30 on December 31

2025 2024 2024

(NIS in millions)

1,406 6,319 6,617
355 770 1,341
2,233 2,165 4,358
. 3,994 9,254 12,316
Movement in regulatory deferral accounts (1)................ 1,454 (5,110) (3,746)
Neutralizing special and non-current events (*).............. (2,120) (594) (1,347)
Normalized EBITDA ........cccocciiiiiieiiiieeeeieee e 3,328 3,550 7,223

(1) before taxes and excluding movements relating depreciation and financing expenses.
(*) below is an explanation on neutralizations carried out:

First half of 2025 -

2024 -

Mainly resulting from the rate recognition of the land component of Eshkol Station (including
the forfeiture amount as well as interest and linkage) in the amount of approximately NIS
1,386 million (for details, see Note 3e to the Financial Statements) and recognition of income
for receipts from the Treasury for debts of EJEC and the Palestinian Authority in the amount
of approximately NIS 391 million (for details, see Note 4 to the Financial Statements). In
addition, income was recognized for receipts from the insurance company for compensation
for the damage caused by the collapse of the crane at Rutenberg in the amount of
approximately NIS 343 million (for details, see Note 1h to the Financial Statements).

Mainly resulting from the recognition of income and cancellation of a provision for doubtful
debts in respect of receipts from the Ministry of Finance in respect of the debts of EJEC and
the PA in the amount of approximately NIS 706 million (for details, see Note 6¢ to the Annual
Financial Statements) from income resulting from the rate recognition in the land component
of the Eshkol station in the amount of approximately NIS 508 million (for details, see Note 30
to the Annual Financial Statements). In addition, revenues from rate recognition in amounts
for which regulatory assets were not recognized in the past which were determined as part
of the 2025 Annual Update and as part of the designated excess proceeds from the sale of
Eshkol station (for details see Notes 3g and o to the Annual Financial Statements less
expenses in respect of a special retirement campaign for 300 employees (for details, see Note
12f1c to the Annual Financial Statements).
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a. Explanations of the Board of Directors on the Business Condition of the Company (continued)

6. Financial indicators that are not based on accepted accounting principles (Non-GAAP) (continued)

b)

c)

Real Financial debt, net

Definition: debentures, loans from banking corporations, negotiable papers, liabilities to the State of Israel, net swap
and forward transactions, and liabilities with respect to leasing, while neutralizing cash, deposits, and regulatory
deferral accounts due to CPI linkage differentials. The balances for this report period are as follows:

Credit from banking corporations and other credit provider .........
DEDENTUIES .. veiieeeiieeete sttt st st sbe e e e sbeesane
Liabilities to banking corporations ..........ccceccvveevcieeeeciieeeccree e,
Liabilities to the State of ISrael......cccccevcvevrieeniiiiniieiiecee e
Liabilities fOr [€aSes ......ccviiieriie e e
CPI linkage differentials regulatory account ......c.cccovveeveieniennnnn.
Real financial debt, gross............ccccoeeiiiiiiniiniii e

Less:

Cash and cash-equivalents .........ccccceeeiiiieeeciiee e s
Hedging transactions and deposits for securing the swap
EraNSACLIONS .coi it
Short-term iNVeSIMENTS ........eeeveiiieiiiieeeee e
Real financial debt, Net............ccoovvviiiiiiiiiiii s

As of
As of June 30, December 31,
2025 2024 2024
(NIS in millions)
2,603 7,846 4,046
32,812 30,546 33,989
1,213 2,581 1,134
1,951 1,947 1,981
596 608 740
(3,776) (3,160) (3,321)
35,399 40,368 38,569
1,245 9,158 2,157
873 1,268 980
911 81 3,539
32,370 29,861 31,893

Financial targets pursuant to the circular of the Companies Authority

On November 17, 2021, the Government Companies Authority published a circular of financial targets which
included a set of targets and indices for government companies divided into segments, the following are the indices
designated for infrastructure companies in accordance with the methodology defined in the said circular:

1) Adjusted financial debt: gross financial debt less cash and short-term investments plus interest and accrued

expenses.

For the six months ended on

For the year ended

Real net financial debt (see section b above)..................
Neutralizing regulatory asset for linkage differential .....
Neutralizing hedge transactions debit balances and

deposits to secure swap transactions..........cccceeevvveeenns
Plus interest and accrued eXpenses.....c..cccvveeeceveeervveennne

Total debt pursuant to the Companies Authority
CIFCUIAN e

June 30 on December 31
2025 2024 2024
(in NIS millions)

32,370 29,861 31,893
3,776 3,160 3,321
873 1,268 980

472 686 618
37,491 34,975 36,812
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a.

6.

Explanations of the Board of Directors on the Business Condition of the Company (continued)

Financial indicators that are not based on accepted accounting principles (Non-GAAP) (continued)

<)

Financial targets pursuant to the circular of the Companies Authority (continued)

2)

3)

FFO and Return (ROCE)

FFO —is based on calculation of the EBITDA before normalization while neutralizing the change in liabilities with

respect to employee benefits (from cash flow report) and other expenses (revenues), net, less interest and
taxes paid (from cash flow report):

Return (ROCE) — is based on calculation of the EBITDA before normalization while neutralizing the change in
liabilities with respect to employee benefits (from cash flow report) and other expenses (revenues), net, less
depreciation and amortization plus movement in regulatory deferral accounts (without components of
financing, taxes and wages, employee benefits with respect to the reform and return to consumers in respect

of sale of sites):

EBITDA before normalizations (see

section a above) .......ccceeeveeenenns

Change in employee benefits according to Statement of Cash Flow

Other revenues, net.......cccceevennnnes
Interest paid according to the Statement of Cash Flow
Taxes paid according to the Statement of Cash Flow

Less depreciation and amortization

Plus movement in regulatory deferral accounts
Return (ROCE).....cccceeeeeeeeeeeeeeeeeeennns

For the year

For the six months ended on
ended on June 30 December 31
2025 2024 2024

(in NIS millions)

3,994 9,254 12,316
(139) (114) 328
(334) (6,253) (5,457)
(545) (507) (850)
(13) (150) (558)
2,963 2,230 5,779
558 657 1,408
(2,233) (2,165) (4,358)
443 1,011 1,243

1,731 1,733 4,072

(*) In the other income, net item the effects of the reduction in current income arising from the excess
proceeds from the sale of the Eshkol site were neutralized. For details, see Note 3f to the Annual Financial

Statements.

Capital employed: adjusted gross financial debt (before deduction of cash and short-term investments) plus

equity
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For the year

For the six months ended on
ended on June 30 December 31
2025 2024 2024
(in NIS millions)

41,365 37,127 38,297
37,491 34,975 36,812

2,156 9,239 5,696
81,012 81,341 80,805
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b.

Linkage Basis Report

*

As of June 30, 2025
(in NIS millions)
Linkage to Linkage to Linkage to Linkage Non-financial
usD Euro Japanese Yen to CPI * Unlinked and others Total

Assets

Cash and cash eqUIVAIENTS .........eeveeciiiiciee e 48 - - - 1,197 - 1,245
Short term iNVESTMENTS ....uvviiiie i e e - - - - 911 - 911
Trade receivables for sale of electricity .......ccccoveeeeiiiiiecciee e, - - - - 5,447 - 5,447
Other CUMTENT @SSELS .iivviiriiirieerieerie e rireeste e ste et e s sba e be e e saaeenaee s 160 - - 294 127 387 968
INVENTOIY — TUBIS ottt et e - - - - - 834 834
INVENTONY — STOMES ...eeiiiiiiiiieetc e - - - - - 187 187
Long term inventory — fUels .........oooeiiiieriiiiiieec e - - - - - 2,125 2,125
Receivables for inventory of fuel ........cceeviiiiiiiiiiiieees - - - - - 179 179
LoNg term receivables........cccuiiiiiiie e 755 - - - 458 - 1,213
Investment in assOCiates.......cccoviiiiiiiiiiiii - - - - - 15 15
Assets with respect to benefits after employment termination ............. - - - - - 13,421 13,421
Fixed assets, Net...cccciiiiiiiiiii - - - - - 65,029 65,029
INtangible assets, NEt ......ccccciiiiiiee e - - - - - 1,270 1,270
Debit balances of regulatory deferral accounts...........ccccceveeeeiieeeecnnnennn. - - - - - 11,384 11,384
L= | R 963 - - 294 8,140 94,831 104,228

Including adjustments to fair value of hedging transactions (including due to credit risk)
Commencing from January 1, 2016, the Company recognizes a deferred regulatory account in respect of index differentials on the foreign capital component in the financing of

fixed assets.
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b. Linkage Basis Report (continued)

As of June 30, 2025
(in NIS millions)
Linkage to
Linkage Linkage to Japanese Linkage Non-financial
to USD Euro Yen to CPI * Unlinked and others Total

Liabilities

Credit from banks and other credit providers ..........ccccoveeeviieeeeccieeeennen. 36 71 (1) 2,339 158 - 2,603
Trade PAYabIes ...cc..ei it 514 256 - - 2,359 - 3,129
Other current liabilities ........oeieeiieciiieeee e 107 - 13 130 916 - 1,166
Current tax llabilities .....cccovveeeiiieee e - - - - - 1,283 1,283
Customer advances from work orders, net of work in progress ............. - - - - - 1,258 1,258
PrOVISIONS .o, - - - - - 787 787
Debentures, liabilities to banks and other long-term liabilities............... 7,030 36 1,282 24,509 - 488 33,345
Long term Lease liabilities........cveeeeeiiciiiieee e 1 - - 592 3 - 596
Liabilities with respect to long term hedging transactions...................... (7,701) (266) (1,297) 8,507 1,934 - 1,177
Liability to the State of ISrael ......c.eevveiiiiceee e - - - 1,951 - - 1,951
Liabilities with respect to benefits after employment termination ........ - - - - - 4,348 4,348
Deferred taxes, NET .....ccoiviviiiiiii - - - - - 8,806 8,806
EQUITY vteetit ettt ettt et ae e e bt e e ae e e aee e naa e e aeeenaree e - - - - - 41,365 41,365
Credit balances of regulatory deferral accounts, net of tax .................... - - - - - 2,414 2,414
L= 1 | PRt (13) 97 (3) 38,028 5,370 60,749 104,228
TOAl, NEL weeeerececececcetce s seses s s s s s s s s s s s s s as s e be s s s nane 976 (97) 3 (37,734) 2,770 34,082 -
Exposures covered by the electricity tariff** .........cccovviviieniiinieeces (473) - - 473 - - -
Total exposure, net 503 (97) 3 (37,261) 2,770 34,082 -
* Including adjustments of hedging transactions to fair value (including due to credit risk).

Commencing from January 1, 2016, the Company recognizes a deferred regulatory account in respect of index differentials on the foreign capital component in the financing of
fixed assets.

**  The Company has a financial asset of NIS 473 million for proceeds in dollars expected to be received as part of the compromise agreement with the Egyptian Gas Companies,
which will be fully returned to the consumers through the electricity rate.

For details regarding the linkage bases report as of December 31, 2024, see Note 26g to the Annual Financial Statements.
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Aspects of Corporate Governance

The Internal Audit

Following are details regarding the activity of the Internal Auditor during the reporting period:

During the period of January to June 2025, 62 reports were prepared in total.

During this period, the Audit Committee of the Board of Directors held 4 discussions on internal audit reports on: February
6, 2025, March 27, 2025, April 24, 2025 and June 26, 2025.

Appointments and Termination of Office Holders in the Company:

a)  Mr. Amir Livne, Senior VP of Strategy, Innovation and Structural Change ended his term in the Company on March
31, 2025.

b)  Mr. Gilad Hassid, Chief Financial Officer, Economics and Risk Management, is expected to end his term with the
Company on December 31, 2025. In accordance with the terms of Mr. Gilad Hassid's retirement, Mr. Hassid will
serve as the Company's acting Chief Financial Officer until June 30, 2025.

c)  Mr. Eyal Hermony serves as Acting Chief Financial Officer, Economics and Risk Management, effective July 1, 2025,
replacing Mr. Gilad Hassid, as detailed in Section b above.

d) Mr. Nayif Hino, began serving as Senior VP of Human Resources in the Company on May 15, 2025.
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3.

Disclosure Related to the Financial Reporting of the Company

The Financial Reporting of the Company

The Consolidated Financial Statements of the Company were prepared in accordance with International Financial
Reporting Standards (IFRS) and the interpretations thereof which were published by the International Accounting
Standards Board (IASB). Furthermore, the Financial Statements are prepared in accordance with the Securities
Regulations (Annual Financial Statements), 2010. The Company consolidates the National Coal Supply Company Ltd.
(hereinafter: the “Coal Company”) and Netiv Ha’Or — Orot Rabin Ltd. in its Financial Statements. The financial data in the
Board of Directors’ Report are data from the Consolidated Financial Statements of the Company. For additional details
see Note 2 to the Annual Financial Statements.

Critical Accounting Estimates

Preparation of the Financial Statements in accordance with accepted accounting principles requires the Management of
the Company to make evaluations and estimates that affect the reported values of the assets, liabilities, revenues and
expenses and also the disclosure concerning contingent assets and liabilities.

For details on the policy regarding use of critical accounting estimates of the Company and for details regarding key factors
of the uncertainty in estimates in the period, see Note 2y to the Annual Financial Statements.

Material and Highly Material Valuations

a) For details of the Company’s policy regarding the issue see Section c3 of the Board of Directors' Report as of
December 31, 2024.

b) The Company has highly material valuations regarding actuarial liability with respect to benefits for employees in
accordance with IAS 19.

Identifying the valuation subject | Actuarial obligation with respect to employee benefits in accordance with
International Accounting Standard 19 (IAS 19)

Valuation date: June 30, 2025

The value of the subject of the NIS 33,436 million
valuation determined in
accordance with the evaluation

Assessor identity and The evaluation was performed by Alan Fefferman - Actuarial Services Ltd by Alan
characteristics thereof Fefferman and the staff under his supervision. Alan Fefferman holds an MBA from the
Booth School of Business at the University of Chicago in the United States and is
qualified as an actuary (a full member of the Israel Association of Actuaries - FILAA,
and the Society of Actuaries in the United States - FSA). His professional experience of
42 vyears includes actuarial estimates of employee benefits in similar types of
companies, actuarial valuations of pension funds, and determining assumptions and
actuarial methods for pension funds and insurance companies as an assessing actuary,
a reviewing actuary, or an examining actuary as well as an actuary regulator.

Date of agreement with the May 26, 2016

evaluator

Dependence on the actuary The actuary of the Company is not dependent on the work or the Company, except for
requester the fact that he receives a fee for this work and for other consulting services. The fee

is not contingent on the results of the work.

The valuation model used by Discounted Cash Flow (hereinafter: “DCF”)
the appraiser
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Disclosure Related to the Financial Reporting of the Company: (continued)

Material and Highly Material Valuations (continued)

b) The Company has a highly material valuation regarding actuarial liability with respect to benefits for employees in
accordance with IAS 19 (continued)

The assumptions under which The real weighted interest rate inherent in the present value of liability —2.97%

the evaluation assessor made A real update of salaries during the period of work - individual salary development
the valuation, in accordance model of active employees and a salary increase with respect to current salary
with the evaluation model: agreements (until the 2016 agreement). A real amendment of the pension amounts

following the termination of employment — pension development model, from
January 2012 the pensions are linked to the CPI.

Pensioner and survivor mortality, including the updating of the mortality data - in
accordance with the Ministry of Finance circular 2024-9-8, and mortality study for
pensioners and survivors of the Company.

Other actuarial assumptions - see actuary opinions in Appendix A.

The function in the Company Head of Accounting, Finance and Risk Management Division
which decided on the
agreement with the appraiser

Preapproval of the evaluator to | Existing
attach the evaluation

Indemnification agreement On May 26, 2016 the Company granted the evaluator an undertaking to indemnify
(also valid as of this date, as part of the extension of the contract) with respect to any
sum or expense that will be paid by him with respect to an action or a demand filed
against him and directly or indirectly related to an act or omission that the Company
is responsible for the results deriving therefrom, all insofar as the said sum or expense
exceeds three times the scope of the Company’s basic engagement with the evaluator

Disclosure of the Forecasted Cash Flow of the Company for Financing Repayment of the Corporation’s Liabilities:

As of the Financial Statements date, the Company has a working capital deficit and therefore the warning signs detailed
in Section 10(b)(14(a)(4) of the Securities Regulations (Periodic and Immediate Reports) — 1970, would have existed in the
Company to the extent that the Company's Board of Directors would not have determined that the working capital deficit
does not indicate a liquidity problem in the Company.

The Company's Board of Directors, at its meeting on August 14, 2025, after examining the significant events during and
after the reporting period, including an examination of the effects of the Swords of Iron War on the Company's financial
position, cash flows and financial strength, as detailed in Note 1h2 to the Financial Statements, and after examining the
response to the possible risks detailed in that Note, including obtaining sources of financing and receiving support from
State Authorities, and after examining the Company's cash flow forecast and after hearing Management's assessments
regarding the possibility of obtaining financing and raising debt in the capital markets and/or in the banking system in
Israel and/or abroad, considering the cash flow from current operations for the reporting period, which amounts to
approximately NIS 3,091 million, and the balance of cash and short-term investments as of June 30, 2025, which amounts
to NIS 2,156 million (see also the Company's policy for maintaining a security cushion in Section alc above), and taking
into account the measures taken by the Company, including increasing credit lines and the measures taken by the
Company to raise additional amounts it requires, it has determined that the working capital deficit as aforesaid does not
indicate a liquidity problem in the Company, and therefore, the Company is not required to publish a projected cash flow
statement.

29




THE ISRAEL ELECTRIC CORPORATION LIMITED

BOARD OF DIRECTORS' REPORT ON THE STATUS OF THE CORPORATION'S AFFAIRS
FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2025

e.

Dedicated Disclosure to Debentures Holders - Details of Debentures of the Group

Following are details regarding the negotiable debentures as of June 30, 2025, issued during the reporting period, as required
by the eighth supplement to the Securities Regulations:

1)

Debenture Series Series 36 Series 37
NIS millions

Nominal value on the initial issue 387 573

date

Nominal value 387 573

Nominal value including linkage to

the CPI (in the CPI-linked series) 390 >77

Accumulated interest 2 3

Stock exchange value (which also 399 603

constitutes fair value)

Initial issue date

May 11, 2025, pursuant to the
Company's prospectus dated April 18,
2024

May 11, 2025, pursuant to the
Company's prospectus dated April 18,
2024

Interest Type

Fixed annual interest at a rate of 2.99%

Fixed annual interest at a rate of 3.26%

Principal Payment Dates

The principal will be repaid in one
payment on May 11, 2034

The principal will be repaid in one
payment on May 11, 2041

Interest Payment Dates

On May 11 and November 11 of each
year from November 11, 2025 to May
11,2034

On May 11 and November 11 of each
year from November 11, 2025 to May
11,2041

Linkage Basis

Linked (principal and interest) to the CPI
published on April 15, 2025, for the
month of March 2025

Linked (principal and interest) to the CPI
published on April 15, 2025, for the
month of March 2025

The debentures are convertible

No

No

The entity is entitled to execute early
redemption or enforced conversion
of the debentures into other
securities, insofar as it exists, and the
terms for its exercise

Yes. The full terms are detailed in
Section 7 of the Trust Deed

Yes. The full terms are detailed in
Section 7 of the Trust Deed

A guarantee has been provided for
payment of the corporation’s liability
under a deed of trust

No

No

Pledged assets

A floating charge has been placed in
favor of the Trustee - Hermetic Trust

A floating charge has been placed in
favor of the Trustee - Hermetic Trust

(1975) Ltd. (1975) Ltd.
Rating / Rating Company S&P Maalot Midroog S&P Maalot Midroog
Series rating on date of issue ilAAA Aaa.il ilAAA Aaa.il
Series rating on the statement of ilAAA Aaa.il ilAAA Aaa.il
financial position date
Is this debenture series considered No No

material under regulation 10(b)(13)
of the Securities Regulations?

For details on the issuance of Debenture Series 36 and 37 during the report period, see Note 7a to the Financial

Statements.
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e.

Dedicated Disclosure to Debentures Holders - Details of Debentures of the Group (continued)

Following are details regarding the negotiable debentures as of June 30, 2025, issued during the reporting period, as required
by the eighth supplement to the Securities Regulations: (continued)

2)

3)

Details regarding the Trustee for the liability certificate - debentures

Name of Trustee:
Person responsible:
Ofer, Joint CEO

Address:

Tel.: 03-5544553

Fax: 03-5271451
Website: www.hermetic.co.il

Undertaking to comply with the Debentures’ terms

Hermetic Trust (1975) Ltd.
Adv. Dan Avnon, Joint CEO and Oren

30 Sheshet HaYamim Rd., Bnei Brak

As of the date of the report, the Company has complied with all terms and obligations pursuant to the Trust Deed of the
debentures, and no cause existed for immediate repayment of the Debentures. Furthermore, the Company received no
notices from the Trustee of the Debentures regarding any failure to comply with the terms and obligations pursuant to

such Deed of Trust as aforesaid.

Following are details regarding the negotiable debentures as of June 30, 2025, issued prior to the reporting period, as
required by the eighth supplement to the Securities Regulations:

Debenture series

Series 27 Series 29 Series 31 Series 32 Series 33 Series 34 Series 35

NIS millions
Nominal value ......coceveveercreeiieeniee e 2,527 1,478 3,889 1,202 4,292 4,080 4,924
Index linkage basis ......ccccceeeeeeeeciiiieennnnn. Linked Linked Linked Linked Linked Linked Linked
Nominal value including linkage to the
CPl e s 2,978 1,754 4,538 1,386 4,949 4,331 5,228
Accumulated interest.......c.cocceeeeiieeeenns 25 27 30 13 5 6 8
Stock exchange value (which also
constitutes fair value) .......cccceeeevveennnen. 3,120 1,798 4,520 1,363 4,244 4,467 5,460

For details on the partial repayment of the Series 29 debentures during the reporting period, see Note 7a to the Financial

Statements.

For additional details regarding the corporation's liability certificates see section D to the Board of Directors’ Report for

the year ended December 31, 2024.

Compliance with liabilities deriving from terms of the debentures as of the date of the report:

e  The Company has complied with all the conditions and commitments according to the deeds of trust for the

debentures.

. There was no cause to classify the debentures as immediately repayable.

. The Company did not receive any notice from the trustee to the debentures on its failure to comply with the

conditions and commitments according to these deeds of trust.
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The Board of Directors and Management wish to express their appreciation to the Company’s employees and its managers.

Meir Spigler Doron Arbely
Chief Executive Officer Chairman of the Board of Directors

Date of Approval: August 14, 2025
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Prominent Disclaimer

This English translation of the “Additional Report Regarding the
Effectiveness of the Internal Control Over Financial Reporting” for the
six months ended June 30, 2025 ("English Translation") is provided for

information purposes only.

In the event of any conflict or inconsistency between the terms of this
English Translation and the original version prepared in Hebrew, the
Hebrew version shall prevail and holders of the Notes should refer to
the Hebrew version for any and all financial information relating to the

Company.

The Company, its Directors and its Auditors make no representations
as to the accuracy and reliability of the financial information in this
English Translation, save that the Company and its Directors represent
that reasonable care has been taken to correctly translate and
reproduce such information, yet notwithstanding the above, the
translation of any technical terms are, in the absence of generally
agreed equivalent terms in English, approximations to convey the

general sense intended in the Hebrew version.

The Company reserves the right to effect such amendments to this
English Translation as may be necessary to remove such conflict or

inconsistency.



SECOND ADDENDUM
(REGULATION 2)

A REPORT OF THE BOARD OF DIRECTORS AND THE MANAGEMENT ON THE INTERNAL CONTROL OVER
FINANCIAL REPORTING IN ACCORDANCE WITH GOVERNMENT COMPANIES REGULATIONS (ADDITIONAL
REPORTS REGARDING THE EFFECTIVENESS OF THE INTERNAL CONTROL OVER FINANCIAL REPORTING), 2007

The Management, under supervision and upon approval of the Board of Directors of the Israel Electric Corporation Ltd.
(hereinafter: the “Company”), is responsible for establishing and maintaining adequate internal controls over financial
reporting of the Company. The internal controls over financial reporting are a process designed to provide a reasonable
measure of assurance regarding the reliability of the financial reporting and the preparation of the financial statements for
external purposes, in accordance with generally acceptable accounting principles and the directives of the Government
Companies Law. Due to its inherent limitations, the system of internal control over financial reporting is not intended to provide
absolute assurance that a misstatement in the financial statements will be prevented or detected.

The Board of Directors and the Management conducted an examination and assessment of the internal controls in the
Company over financial reporting and their efficiency, including its consolidated corporations, based on criteria defined in a
control model named the "COSO Model".

In the annual report on the internal controls over financial reporting which was attached to the periodic report for the period
ended on December 31, 2024, the internal controls were found to be ineffective due to the material weakness described below:

The Company did not maintain effective controls to ensure that the rights and benefits, according to which salaries and
pensions are paid, and actuarial liabilities are included, are authorized in accordance with the provisions of the law.

Disclosure with respect to the material weakness was first reported in the report on the internal controls over financial
reporting, which was attached to the 2009 periodic annual report.

Correcting the material weakness and actions to ensure the appropriateness of financial reporting:

The Company took action to reinforce the controls pertaining to this issue and has formulated a procedure that was approved
by the Company's Board of Directors in 2011, concerning the rights and benefits under which salary and pension payments are
paid, and actuarial liabilities are included. The procedure is implemented in practice. With regard to salary rights originating in
the past, the Company has received an opinion from its legal counsel, and in 2011 applied to the Commissioner of Wages for
his approval of the validity of salary rights that have not yet been approved. In 2024, the Company reapplied to the
Commissioner of Wages to settle the issue. The comprehensive approval has not yet been received from the Commissioner.

On December 11, 2016, a Collective Agreement was signed, determining, inter alia, restitution with respect to payment of
salary components which were defined as irregular by the Commissioner of Wages in 2013, and the arrangement of these
components from that day on.

The Company estimates that these measures have strengthened the internal control over financial reporting on issues
pertaining to the treatment of the employee salary rights item from 2011 onwards.

The possible impact of the material weakness described above on the financial reporting and the disclosure is not quantifiable.
The Company is working with all relevant factors to remove the material weakness.

In the six months ended on June 30, 2025, no changes occurred that had a material effect or that are expected to have a
material effect on the internal control over financial reporting in the Company.

Eyal Hermony Meir Spigler Doron Arbely
Acting Senior Vice-President of Chief Executive Officer Chairman of the Board of
Finance, Economics and Risk Directors
Management

Date: August 14, 2025
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Prominent Disclaimer

This English translation of the “Consolidated Interim Financial
Statements” for the six and three months ended June 30, 2025

("English Translation") is provided for information purposes only.

In the event of any conflict or inconsistency between the terms of this
English Translation and the original version prepared in Hebrew, the
Hebrew version shall prevail and holders of the Notes should refer to
the Hebrew version for any and all financial information relating to the

Company.

The Company, its Directors and its Auditors make no representations
as to the accuracy and reliability of the financial information in this
English Translation, save that the Company and its Directors represent
that reasonable care has been taken to correctly translate and
reproduce such information, yet notwithstanding the above, the
translation of any technical terms are, in the absence of generally
agreed equivalent terms in English, approximations to convey the

general sense intended in the Hebrew version.

The Company reserves the right to effect such amendments to this
English Translation as may be necessary to remove such conflict or

inconsistency.
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Translated to English from the Hebrew original

Review Report of the Auditors to the Shareholders of
The Israel Electric Corporation Ltd

Introduction

We have reviewed the accompanying financial information of The Israel Electric
Corporation Ltd and consolidated companies (hereinafter — the Company) comprising of
the condensed consolidated interim statement of financial position as of June 30, 2025 and
the related condensed consolidated interim statements of comprehensive income, changes
in equity and cash flows for the six and three month periods then ended. The Board of
Directors and Management are responsible for the preparation and presentation of this
interim financial information in accordance with IAS 34 “Interim Financial Reporting”,
and are also responsible for the preparation of financial information for this interim period
in accordance with Chapter D of the Securities Regulations (Periodic and Immediate
Reports), 1970 and according to the instructions of the Government Companies Authority.
Our responsibility is to express a conclusion on the financial information for this interim
period based on our review.

We did not review the condensed financial information for the interim period of a
consolidated company whose assets included in consolidation represent less than 1% of total
consolidated assets as at June 30, 2025, and the income included in consolidation represents
0% of all consolidated income for the six and three month periods ended on that date. The
interim condensed financial information of that company were reviewed by other auditors
whose review report was presented to us and our conclusion, inasmuch as it relates to
financial information in respect of that company, is based on the review report of the other
auditors.

Scope of Review

We conducted our review in accordance with the Review Standard (Israel) 2410 "Review
of Interim Financial Information Performed by the Independent Auditor of the Entity" of
the Institute of Certified Public Accountants in Israel. A review of interim financial
information consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with generally accepted
auditing standards in Israel and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review and the review report of the other auditors, nothing has come to our
attention that causes us to believe that the accompanying interim financial information was
not prepared, in all material respects, in accordance with IAS 34 and the instructions of the
Government Companies Authority.



In addition to that mentioned in the previous paragraph, based on our review and the review
report of the other auditors, nothing has come to our attention that causes us to believe that
the accompanying interim financial information does not comply, in all material respects,
with the disclosure requirements of Chapter D of the Securities Regulations (Periodic and
Immediate Reports), 1970.

Item Emphasis Paragraph (Drawing of attention)

Without qualifying our above conclusion, we draw attention to that mentioned in Notes 9b
and 1g regarding class actions, requests to recognize claims as class actions, pending claims
connected to the Law for the Protection of the Environment and other material claims filed

against the Company, where their chances of success and the expected effect on the
Company's financial situation and results cannot be estimated.

Sincerely,

Somekh Chaikin
Certified Public Accountants (Isr.)

Haifa, August 14, 2025



Translated to English from the Hebrew original

The Board of Directors
Israel Electric Corporation Ltd ("the Company")

1 Netiv Haor, Haifa

Dear Sirs,

Re: Consent letter in respect of a shelf prospectus of Israel Electric Corporation Ltd from
April 2024

We hereby inform you that we consent to the inclusion (including by way of reference) of
our reports detailed below in the draft shelf prospectus to be published by the Company
insofar as this will be published in respect of the relevant shelf prospectus from April 2024.

The review report of the auditors dated August 14, 2025 on the condensed consolidated
financial information of the Company as at June 30, 2025 and for the six and three month
periods ended on that date.

Yours truly

Somekh Chaikin

Haifa, August 14, 2025



ADDENDUM
(REGULATION 2)
ADDITIONAL REPORT

IN ACCORDANCE WITH GOVERNMENT COMPANIES REGULATIONS
(ADDITIONAL REPORT REGARDING ACTIONS TAKEN AND REPRESENTATIONS MADE TO ENSURE THE ACCURACY OF THE
FINANCIAL STATEMENTS, AND THE REPORT OF THE BOARD OF DIRECTORS), — 2005

I, Eyal Hermony, certify that:

1. | have reviewed the Quarterly Report within the meaning of Regulation 38 of Chapter D of the Securities Regulations
(Periodic and Immediate Reports) — 1970, of The Israel Electric Corporation Limited (hereinafter: the “Company”) for
the six and three months ended June 30, 2025 (hereinafter: the "reports").

2. To the best of my knowledge and after reviewing the reports, they do not contain any untrue statement of a material
fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by the reports.

3. To the best of my knowledge and after reviewing the reports, the Financial Statements and other financial information
included in the Directors’ Report fairly present, in all material respects, the financial condition, results of operations,
changes in equity and cash flows of the Company as of, and for, the periods presented in the reports.

4. The Company's other certifying officers and | are responsible for establishing and maintaining disclosure controls and
procedures for the Company. Accordingly, we have designed such disclosure controls and procedures, or had
established under our charge such disclosure controls and procedures, designed to ensure that material information
relating to the Company, including its consolidated companies, is made known to us by others in the Company, and in
those corporations, particularly during the period in which the reports were prepared.

5. The Company's other certifying officers and | have disclosed to the Company's auditors and to the Company's Board of
Directors, based on our most recent evaluation:

a. All significant deficiencies and material weaknesses in the design or operation of internal controls over financial
reporting which are reasonably likely to adversely affect the Company's ability to record, process, summarize and
report financial information.

b. Any fraud, whether or not material, that involves management or other employees who have a significant role
in the Company's internal controls over financial reporting.

There is nothing in the aforesaid to derogate from my responsibility or the responsibility of any other person, pursuant to any
law.

Eyal Hermony
Acting Senior Vice-President of Finance, Economics
August 14, 2025 and Risk Management



ADDENDUM
(REGULATION 2)
ADDITIONAL REPORT

IN ACCORDANCE WITH GOVERNMENT COMPANIES REGULATIONS
(ADDITIONAL REPORT REGARDING ACTIONS TAKEN AND REPRESENTATIONS MADE TO ENSURE THE ACCURACY OF THE
FINANCIAL STATEMENTS, AND THE REPORT OF THE BOARD OF DIRECTORS), — 2005

I, Meir Spigler, certify that:

1. | have reviewed the Quarterly Report within the meaning of Regulation 38 of Chapter D of the Securities Regulations
(Periodic and Immediate Reports) — 1970, of The Israel Electric Corporation Limited (hereinafter: the “Company”) for
the six and three months ended June 30, 2025 (hereinafter: the "reports").

2. To the best of my knowledge and after reviewing the reports, they do not contain any untrue statement of a material
fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by the reports.

3. To the best of my knowledge and after reviewing the reports, the Financial Statements and other financial information
included in the Directors’ Report fairly present, in all material respects, the financial condition, results of operations,
changes in equity and cash flows of the Company as of, and for, the periods presented in the reports.

4. The Company's other certifying officers and | are responsible for establishing and maintaining disclosure controls and
procedures for the Company. Accordingly, we have designed such disclosure controls and procedures, or had
established under our charge such disclosure controls and procedures, designed to ensure that material information
relating to the Company, including its consolidated companies, is made known to us by others in the Company, and in
those corporations, particularly during the period in which the reports were prepared.

5. The Company's other certifying officers and | have disclosed to the Company's auditors and to the Company's Board of
Directors, based on our most recent evaluation:

a. All significant deficiencies and material weaknesses in the design or operation of internal controls over financial
reporting which are reasonably likely to adversely affect the Company's ability to record, process, summarize and
report financial information.

b. Any fraud, whether or not material, that involves management or other employees who have a significant role
in the Company's internal controls over financial reporting.

There is nothing in the aforesaid to derogate from my responsibility or the responsibility of any other person, pursuant to any
law.

Meir Spigler
August 14, 2025 Chief Executive Officer



ADDENDUM
(REGULATION 2)
ADDITIONAL REPORT

IN ACCORDANCE WITH GOVERNMENT COMPANIES REGULATIONS
(ADDITIONAL REPORT REGARDING ACTIONS TAKEN AND REPRESENTATIONS MADE TO ENSURE THE ACCURACY OF THE
FINANCIAL STATEMENTS, AND THE REPORT OF THE BOARD OF DIRECTORS), — 2005

I, Doron Arbely, certify that:

1. I have reviewed the Quarterly Report within the meaning of Regulation 38 of Chapter D of the Securities Regulations
(Periodic and Immediate Reports) — 1970, of The Israel Electric Corporation Limited (hereinafter: the “Company”) for
the six and three months ended June 30, 2025 (hereinafter: the "reports").

2. To the best of my knowledge and after reviewing the reports, they do not contain any untrue statement of a material
fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by the reports.

3. To the best of my knowledge and after reviewing the reports, the Financial Statements and other financial information
included in the Directors’ Report fairly present, in all material respects, the financial condition, results of operations,
changes in equity and cash flows of the Company as of, and for, the periods presented in the reports.

4. The Company's other certifying officers and | are responsible for establishing and maintaining disclosure controls and
procedures for the Company. Accordingly, we have designed such disclosure controls and procedures, or had
established under our charge such disclosure controls and procedures, designed to ensure that material information
relating to the Company, including its consolidated companies, is made known to us by others in the Company, and in
those corporations, particularly during the period in which the reports were prepared.

5. The Company's other certifying officers and | have disclosed to the Company's auditors and to the Company's Board of
Directors, based on our most recent evaluation:

a. All significant deficiencies and material weaknesses in the design or operation of internal controls over financial
reporting which are reasonably likely to adversely affect the Company's ability to record, process, summarize and
report financial information.

b. Any fraud, whether or not material, that involves management or other employees who have a significant role
in the Company's internal controls over financial reporting.

There is nothing in the aforesaid to derogate from my responsibility or the responsibility of any other person, pursuant to any
law.

Doron Arbely
August 14, 2025 Chairman of the Board of Directors



THE ISRAEL ELECTRIC CORPORATION LIMITED
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION
(NEW ISRAELI SHEKELS, IN MILLIONS)

As of
As of June 30 December 31
Note 2025 2024 2024
Unaudited Audited
CURRENT ASSETS
Cash and cash equivalents .......ccccoeceernieniieeineennne. 1,245 9,158 2,157
Short term inVestmMents .......cccecvvvevevveeeeeeeerenennnnnnnnn. 10c 911 81 3,539
Trade receivables for sales of electricity ................ 4 5,447 5,859 5,157
Other current assetsS......ccoveeveeerreeniieenieenieesnee s 968 1,118 863
INVeNtory - fUel......coevveiiiiiieie e 834 1,294 1,399
INVENTOIY - SEOIES c.uvveeveeiieeeiee et 187 155 167
Total current assets.......ccceevveeeeerrreereecrneeeessnneeeenns 9,592 17,665 13,282
NON-CURRENT ASSETS
Inventory - fuel......coceeeciiieeee e
2,125 1,833 1,944
Receivables for inventory of fuel ......cccccevvvivvennnn. 179 - -
Long-term receivables.........cccccoviieieeiiieiecciee e, 1,213 1,762 1,451
Investment in assocCiates ......cccuveevveiinniiieeeeen e 15 15 15
Assets with respect to benefits after employment
termination: 5
Excess pension plan assets over pension liability ... 12,349 12,548 11,905
FUuNds in trust ....oooeeeeeiiiieeeeec e 1,072 1,040 1,057
13,421 13,588 12,962
Fixed assets, net:
Fixed assets in USe, Net......c.ccceeveveenreenreenieereenene 55,341 51,146 52,263
Fixed assets under construction.........cceccevververvennn, 9,688 10,256 11,345
65,029 61,402 63,608
Intangible assets, Net .......ccceecevieveereereere e 1,270 1,176 1,219
Total non-current assets..............ccoceevveeereenernennnn. 83,252 79,776 81,199
Total asSetS....cccreeeeeeiiiiiiiiernnnsieeeerireenneesseereeeennnns 92,844 97,441 94,481
Debit balances of regulatory deferral accounts...... 6 11,384 7,922 10,168
Total assets and debit balance of regulatory
deferral accounts.......ccceveieiriieiniicniriienncrennnnees 104,228 105,363 104,649

The accompanying notes are an integral part of the Financial Statements.
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THE ISRAEL ELECTRIC CORPORATION LIMITED

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION

(NEW ISRAELI SHEKELS, IN MILLIONS)

As of
As of June 30 December 31
Note 2025 2024 2024
Unaudited Audited
CURRENT LIABILITIES
Credit from banks and other credit providers......... 7 2,603 7,846 4,046
Trade payables .....cccvveeeeieeecciieee e 3,129 3,802 3,184
Other current liabilities .........cccooveverenenenieneenne 1,166 2,014 1,329
Current tax liabilities .......cccceeeeiiiiiieieeeeeee, 9b 1,283 746 744
Customer advances, net of work in progress.......... 1,258 837 1,199
ProviSioNs ......coeiiiiiiiiiiiee et 787 699 739
Total current liabilities .................cccooiiinn, 10,226 15,944 11,241
NON-CURRENT LIABILITIES
Debentures.......ccoviivivicicice e 7 32,812 30,546 33,989
Liabilities to banks.........ccccecevininiinininiiiiicic, 7 1,213 2,581 1,134
Liabilities with respect to other benefits after
employment termination ..........cceeeeveeecieeecreeecneeenne, 5 4,348 4,311 4,728
Deferred taxes, Net .......cocceveveeeeeinreceeenreeeeneeenes 8,806 8,477 8,448
Liability to the State of Israel ......ccccceevvveevrcierennnnen. 7 1,951 1,947 1,981
Lease liabilities .......cccccveviiiii 596 608 740
Other liabilities ......oevvevieeeiiiiieieieieeeeeeeeeeeeeeeeeeeeeeeeeees 497 489 491
Total non-current liabilities..............c.ccccccoeeenennee. 50,223 48,959 51,511
Total liabilities ............ccooeerieiiiiee e 60,449 64,903 62,752
EQUITY
Share capital......ccveceeeiieiecieceeceeee e, 908 908 908
Capital rESEIVES .....ccueecvieeeeereeerecre e 834 827 785
Capital remeasurement reserve..........ccceevveueenenene. (23) 460 (73)
Retained  arnings ........cceecveeeveeeeieeneeseesneeere v enns 39,646 34,932 36,677
Total equity......cccoceeviiiiiieee e 41,365 37,127 38,297
Total liabilities and equity...........c.cccecevencinenenns 101,814 102,030 101,049
Credit balances of regulatory deferral accounts
and deferred taxes with respect to regulatory
deferral aCCOUNTS ......uvveceveeceevceeee e 6 2,414 3,333 3,600
Total liabilities, equity and credit balance of
regulatory deferral accounts.............ccccceeevverennneen. 104,228 105,363 104,649

The accompanying notes are an integral part of the Financial Statements.

Mr. Eyal Hermony Mr. Meir Spigler
Acting Senior Vice-President of Finance, Chief Executive Officer
Economics and Risk Management
Date of approval of the Financial Statements: August 14, 2025
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Mr. Doron Arbely
Chairman of the Board of
Directors



THE ISRAEL ELECTRIC CORPORATION LIMITED
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF PROFIT (LOSS) AND OTHER COMPREHENSIVE INCOME (LOSS)
(NEW ISRAELI SHEKELS, IN MILLIONS)

For the Six Months For the Three Months  For the Year ended
ended June 30 ended June 30 December 31
Note 2025 2024 2025 2024 2024
Unaudited Unaudited Audited

Consolidated Statements of Profit (Loss)
REVENUES .....eeeveeceveeceeseeeetesenae e 8 12,317 11,581 5,773 5,961 26,184
Cost of operating the electricity system:
FUEIS ottt 2,873 2,959 1,357 1,443 6,302
Purchases of electricity ........ccceeveevvernennee. 3,790 4,125 1,807 2,303 9,840
Operation of the generation system....... 1,840 1,788 966 911 3,549
Operation of the transmission and
distribution system and others ............... 1,580 1,508 788 752 3,134

10,083 10,380 4,918 5,409 22,825
Profit from operating the electricity
SYSEEIM et e et eees e enenees 2,234 1,201 855 552 3,359
Other expenses (income), net................. 1h1 (334) (6,796) 11 (6,795) (6,857)
Sales and marketing expenses ................ 454 445 227 234 913
Administrative and general expenses...... 436 515 220 272 898
Income from liabilities to pensioners...... 5n (146) (173) (74) (86) (341)
Reform agreement and other
agreements’ resultS........ccoeeeveevirieeineens 5f 63 121 18 57 788

473 (5,888) 402 (6,318) (4,599)

Profit from current operations................ 1,761 7,089 453 6,870 7,958
Financial expenses.......cccccveeeeeecreeenveeennen. 835 985 652 583 1,907
Financial iNCOMe.......ccoveveveverereeeereenen. 4 (480) (215) (55) (1112) (566)
Financial eXpenses, Net ......cocovveeveeenenn. 355 770 597 472 1,341
Profit (loss) before income taxes ............ 1,406 6,319 (144) 6,398 6,617
Income Tax expenses (revenues) ............ 340 1,469 (23) 1,474 1,601
Profit (loss) after income tax................... 1,066 4,850 (121) 4,924 5,016
Company’s share of the loss of associate
COMPANIES coeieiiiiiiieiiieiecececececececeeer e - (6) - (6) (6)
Profit (loss) before regulatory deferral
ACCOUNTS oovvveeeieereesesses s 1,066 4,844 (121) 4,918 5,010
Movement in regulatory deferral
accounts balances, net of tax.......cc.c.c..... 6 1,903 (3,228) 1,495 (3,828) (1,649)
Profit for the period...........cecevvvererenenen. 2,969 1,616 1,374 1,090 3,361

Consolidated Statements of Other Comprehensive Income (Loss):

Amounts that will be attributed in the future to the Statement of Profit (Loss):

Profit (loss) with respect to cash flow

hedging, net of taX ......cccceevvvveeecieeeennen, 49 (10) (24) 27 (52)
Amounts that will not be attributed in the future to the Statement of Profit (Loss):

Remeasurement of a defined benefit

plan, Net of taX ......ccevevveeeiveeeeereereeenas 5| 32 83 (22) 194 (437)

Movement in regulatory deferral

accounts balances, net of taX.................. 6 18 (32) (4) (13) (45)
50 51 (26) 181 (482)

Other comprehensive income (loss) for

the period, net of tax......ccceevveeeennccennnns 99 41 (50) 208 (534)

Comprehensive income for the period.. 3,068 1,657 1,324 1,298 2,827

The accompanying notes are an integral part of the Financial Statements.
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THE ISRAEL ELECTRIC CORPORATION LIMITED
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN EQUITY
(NEW ISRAELI SHEKELS, IN MILLIONS)

For the Six Months ended on June 30, 2025

Capital
Paid-up share Capital remeasurement Retained
capital reserves reserves earnings Total
Unaudited
Balance as of January 1, 2025.............. 908 785 (73) 36,677 38,297
Profit for the period...........ccecvviiieniins - - - 2,969 2,969
Other comprehensive income for the
1] g o Yo FUN SRR - 49 50 - 99
Balance as of June 30, 2025 ............... 908 834 (23) 39,646 41,365
For the Six Months ended on June 30, 2024
Capital
Paid-up share Capital remeasurement Retained
capital reserves reserves earnings Total
Unaudited
Balance as of January 1, 2024............. 908 837 409 33,316 35,470
Profit for the period.........cccecvviiinniins - - - 1,616 1,616
Other comprehensive income (loss)
for the period......ccccccevvieviienieeneene - (10) 51 - 41
Balance as of June 30,2024 ............... 908 827 460 34,932 37,127
For the Three Months ended on June 30, 2025
Capital
Paid-up share Capital remeasurement Retained
capital reserves reserves earnings Total
Unaudited
Balance as of April 1, 2025.................. 908 858 3 38,272 40,041
Profit for the period......c..cccvveveeiennene - - - 1,374 1,374
Other comprehensive loss for the
1] g (oY F SRR - (24) (26) - (50)
Balance as of June 30,2025 ............... 908 834 (23) 39,646 41,365
For the Three Months ended on June 30, 2024
Capital
Paid-up share Capital remeasurement Retained
capital reserves reserves earnings Total
Unaudited
Balance as of April 1, 2024.................. 908 800 279 33,842 35,829
Profit for the period......c..ccceveveeeiennene - - - 1,090 1,090
Other comprehensive income for the
7] ¢ oo FE SR - 27 181 - 208
Balance as of June 30, 2024 ............... 908 827 460 34,932 37,127
For the Year Ended on December 31, 2024
Capital
Paid-up share Capital remeasurement Retained
capital reserves reserves earnings Total
Audited
Balance as of January 1, 2024............. 908 837 409 33,316 35,470
Profit for the year ......ccoovieveienene - - - 3,361 3,361
Other comprehensive loss for the
year, Net Of taX.......ocoveeeeeeeeveeeennn, - (52) (482) - (534)
Balance as of December 31, 2024 ..... 908 785 (73) 36,677 38,297

The accompanying notes are an integral part of the Financial Statements.
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THE ISRAEL ELECTRIC CORPORATION LIMITED

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOW
(NEW ISRAELI SHEKELS, IN MILLIONS)

Cash flow from operating activities:

Profit (loss) before regulatory deferral accounts
according to the statement of profit and loss ........
Adjustments required to present cash flow from
operating activities - AnNnNex A.......cccoevreveiiineeinnnen,
Net cash deriving from operating activities .........

Cash flow for investing activities:
Investment in fixed assets and intangible assets....

Proceeds from sale of fixed assets and insurance
FECEIPTS weviieieiiieiiiiiee ettt e e e e e e s eseeeee s
Long-term receivables, net.......ccccceeevviivciieeenneenn.

Repayment (investment) in exchange traded funds,

Interest received (see Note 4b) .......cccceeeevveeennnennn.
Taxes paid in respect of investment activity...........
Repayment of short-term investments, net...........

Net cash deriving from (used for) investing
ACHIVILIES ceveeeeeeeeeeereeeeeeeeeeeneneeeeeeeeeeeneeeeeneeeeeeeeeeeeees

Cash flow from financing activities:

Issuance of long-term debentures.........cccceeeunee..
Repayment of long-term debentures.....................
Repayment of long-term loans and liability to the
State of ISrael......eeeeeeriieiiieeee e
Payment from settlement of derivatives, net.........
Repayment (deposit) of deposits to secure swap
transactions, Net.....ccceeeeeeeieiiiiciee e,
Changes in short-term credit from banks, net........
Repayment of lease liabilities .........cccceeeevveeeinnnenen.
Interest and commissions paid, net...........cccuueeee.

Net cash used for financing activities ..................

Decrease in cash and cash equivalents...................
Effect of exchange rate fluctuations on cash and
cash equivalent balances........cccccceeeeeciiiieeeeeeeeccnnns

Balance of cash and cash equivalents at the
beginning of the period........ccceevvvviiiiiiiiiiiiiinnnnnnns

Balance of cash and cash equivalents at the end of
the period ..o

For the Six Months

For the Three Months

For the Year ended

ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
Unaudited Unaudited Audited

1,066 4,844 (121) 4,918 5,010
2,025 (2,237) 1,531 (3,363) 1,402
3,091 2,607 1,410 1,555 6,412
(3,722) (2,925) (1,703) (1,505) (6,984)
256 9,255 229 9,242 8,812
(10) 26 (7) 30 13
2,663 - (336) - (3,393)
383 - 21 - -
- (141) - - (538)
1 121 1 123 100
(429) 6,336 (1,795) 7,890 (1,990)
949 - 949 - 3,389
(1,913) (722) (181) (175) (5,408)
(1,608) (1,121) (108) (1,121) (1,208)
(55) (18) (18) (7) (922)
(186) 99 (310) 203 165
(98) (62) (1) (201) 117
(90) (84) (45) (43) (175)
(545) (507) (351) (372) (850)
(3,546) (2,415) (65) (1,716) (4,892)
(884) 6,528 (450) 7,729 (470)
(28) (21) (34) (7) (24)
2,157 2,651 1,729 1,436 2,651
1,245 9,158 1,245 9,158 2,157
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THE ISRAEL ELECTRIC CORPORATION LIMITED
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOW
(NEW ISRAELI SHEKELS, IN MILLIONS)

ANNEX A - ADJUSTMENTS REQUIRED TO PRESENT CASH FLOW FROM OPERATING ACTIVITIES
For the Six Months For the Three Months  For the Year ended
ended June 30 ended June 30 December 31
Unaudited Unaudited Audited
2025 2024 2025 2024 2024
Income and expenses not affecting cash flow:
Company's share in losses (profits) of associates... - 6 - 6 6
Depreciation and amortization.........c.cccccceeeueniennen. 2,233 2,165 1,122 1,097 4,358
Income tax expenses (iNCOmMe) .........ccccecevvcininiinns 340 1,469 (23) 1,474 1,601
Change in liabilities with respect to employee
DENEFItS, NET..ieveeeeeeeeeeeeee ettt (139) (124) (84) (61) 328
Financing expenses, net, recognized in Statement
OF Profit anNd LOSS .eveeeeeeeieeeeeee et r s 355 770 597 472 1,341
Other income and capital loss (gain) on disposal
and sale of fixed assSetsS......ccvcevvrcieeeiiiereceiee e (289) (6,750) 57 (6,756) (6,776)
2,500 (2,454) 1,669 (3,768) 858
Changes in assets and liabilities:
Change in trade receivables for sales of electricity (290) (377) 94 (377) 325
Change in other current assets (including long-term
FECEIVADIES) ..viveeieeeceeeecteeeeeeteeeete e (44) 82 161 45 386
Change in inventory and receivables for inventory
of fuel (including noncurrent inventory) ................ 185 43 104 (30) (185)
Deposits in funds, and non-fund payments............ (633) (565) (475) (493) (735)
Change in customer advances for work ordered,
net of Work in progress......c.eueeeeeecveeeceeesveesineens 117 17 53 15 508
Change in trade payables (including long-term)..... 65 844 (165) 1,214 223
Change in other current liabilities (including those
presented in long-term) ......cccoccveeeeeiiereccieee e, 138 182 98 35 42
(462) 226 (130) 409 564
Taxes on income, which have been paid ................ (13) (9) (8) (4) (20)
2,025 (2,237) 1,531 (3,363) 1,402

The accompanying notes are an integral part of the Financial Statements.
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THE ISRAEL ELECTRIC CORPORATION LIMITED
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS AS OF JUNE 30, 2025

NOTE 1:-

GENERAL

a. Company Activities

1.

The Israel Electric Corporation Limited (hereinafter: "The Company"), pursuant to licenses granted to the Company
by the State of Israel, engages in the generation, transmission and storage, distribution and supply of electricity.
The Company is classified as an Essential Service Provider in relation to its services of generation, transmission,
distribution and supply.

The Company was declared a monopoly by the General Director of Competition (formerly the General Director of
the Israel Antitrust Authority) and the directives of the Economic Competition Law — 1988 (hereinafter: “Economic
Competition Law”) apply to the Company).

The Company is a Government Company (the State of Israel holds approximately 99.85% of its share capital) and
it is subject to the provisions of the Government Companies Law — 1975 (hereinafter: “Government Companies
Law”) (see section d below).

The Company is also a Public Company as defined by the Companies Law — 1999 (hereinafter: “Companies Law”)
and a Reporting Corporation, as defined by the Securities Law — 1968 (hereinafter: the “Securities Law”).

These condensed statements should be read in conjunction with the Annual Financial Statements of the Company
as of December 31, 2024, and for the year ended on that same date, and their accompanying Notes (hereinafter:
the “Annual Financial Statements”).

b. Definitions

The Company - The Israel Electric Corporation Ltd.

Interested Parties - As "Interested Party" is defined in Section 1 of the Securities Law, 1968.
Related Parties - As defined under International Accounting Standard 24.

Companies Authority - The Government Companies Authority.

Dollar - US Dollar.

Subsidiary Companies - Companies either directly or indirectly controlled (as defined under IFRS

10) by the Company and whose financial reports are fully consolidated
with those of the Company.

Held Companies - Subsidiary companies and investee companies.
Associate Companies - Companies in which the Company has material influence.
The Group - The Company and its subsidiaries.
Total Electricity Consumers - All the electricity consumers in Israel that are customers of the Company
and that are customers of private producers.
Minister of Energy - Minister of Energy and Infrastructure
The Authority - The Electricity Authority
Netiv Ha’Or, The Generation - Netiv Haor — Orot Rabin Ltd.
Subsidiary
Noga - Noga — Independent System Operator Ltd
The Coal Company - National Coal Supply Company Ltd.
c. Regulation and Statutory Provisions Applicable to the Company
1. For details of the regulations of the law applying to the Company, including the provisions of the Government
Companies Law and the relevant regulations, as well as additional provisions applying to the Company as a
Government Company, see Note 1cl to the Annual Financial Statements.
2.  For details of the Electricity Sector Law, see Note 1c2 to the Annual Financial Statements.
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THE ISRAEL ELECTRIC CORPORATION LIMITED
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS AS OF JUNE 30, 2025

NOTE 1: - GENERAL (continued)

d. Decisions of the Government Regarding the Electricity Sector and Activities of the Company

For details regarding Government Resolutions that concern the electricity sector and the Company’s operation, see
Note 1d of the Annual Financial Statements.

e. Structural Change

Actions to implement the structural change

For details regarding the implementation of the Structural Change Outline, see Note le to the Annual Financial
Statements.

Below, developments concerning actions to implement the structural change during the reporting period:

Generation subsidiary

On January 26, 2025, Netiv Ha'Or received a license to operate CCGT 70, signed by the Minister of Energy and
Infrastructure, and valid for twenty-four years and eleven months from the date of the Minister's signature, following
the Electricity Authority's decision on the matter which was received on January 22, 2025.

In accordance with the Electricity Authority's decision, CCGT 70's activity with the System Administrator will be similar
to the Company's other generation units. The return on the investment and operating costs will be through recognition
of costs to be determined by the Electricity Authority and after the review to be performed by the Electricity Authority,
and the determination of the tariff derived from these costs will be made as part of the tariff updates for all the
Company's generation units and in a manner that will be determined in the Company's rate base. Upon receipt of the
aforementioned generation license, CCGT 70 was transferred to Netiv Ha’Or and its commercial operation began.

In addition, the Company has undertaken to Netiv Ha’Or to support it in order to enable its operations and the
repayment of its obligations in the foreseeable future, and in addition not to call for repayment of the balance of Netiv
Ha’Or's debt to the Company until at least August 13, 2026.

Pursuant to that stated in Note 1e9 in the Annual Financial Statements regarding CCGT 70 and the tests with the System
Manager (Noga) — the frequency response tests have been completed and approved by Noga.

The commercial operation date for Unit 80 is scheduled for October 2025.

As of the Statement of Financial Position date, the Group invested an amount of approximately NIS 4.7 billion (including
capitalization of credit costs during the construction period) in the construction of the two CCGTs at the Orot Rabin site.

f. Assets Arrangement

For details regarding the Assets Arrangement, see Note 1f to the Annual Financial Statements.

In July 2025, an agreement for the sale of the Company's lease rights in the Technical Center complex was signed. The
consideration for the Company, is approximately NIS 143 million including linkage differences was received by the
Company by the Financial Statements approval date, this consideration will be recognized as income on the date the
agreement is signed and the transfer of lease rights in the third quarter of 2025.

As of the Financial Statements approval date, the Company is continuing to apply the outline of the Assets Arrangement
in accordance with the timetables stipulated in the agreements, while implementing adjustments as required by
circumstances, performed with mutual consent and in accordance with the terms of the arrangement.
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THE ISRAEL ELECTRIC CORPORATION LIMITED
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS AS OF JUNE 30, 2025

NOTE 1:-

GENERAL (continued)

Environmental Protection Laws

Conversion of units to gas

Pursuant to that stated in Note 1g2 to the Annual Financial Statements regarding the conversion of the units to
gas, on March 27, 2025, the Company applied to the Ministry of Environmental Protection requesting to update
the emission permit for the Rutenberg site. In this regard, an update of the dates for the conversion of units 2-4 to
gas was requested, due to delays that occurred in the project, inter alia, in light of the state of emergency that
exists in the country starting in October 2023. In addition, the Company requested an update of the transition
times between fuels in light of the examination of this process based on the manner in which Unit 1 is operated at
the site. The Company submitted completions in relation to this request and, subsequently to the fire that broke
out during contractor work as part of the renovation of the Unit 4 collector, after the Statement of Financial
Position date, on August 10, 2025, the Company submitted a request to the Ministry in which it requested that
due to the aforementioned fire, the implications of the "Operation Rising Lion" in June 2025, and in accordance
with the System Administrator's requirement for the availability of units to meet demand during the summer
period, an additional update will be made to the dates for converting Units 2-4 to gas on the site. The Company is
in contact with the Ministry of Environmental Protection on this matter.

After the Statement of Financial Position date, on August 4, 2025, the Company submitted a request to change the
Orot Rabin emission permit. In this regard, the Company requested to update the shutdown dates for Units 1-4 so
that they would be placed in hot preservation for the next three years and until the end of 2028 in accordance with
the recommendations of the Electricity Authority and a hearing published on the subject, to update the dates for
the conversion to gas of Units 5 and 6 at the site, due to the events of "Operation Rising Lion" and the fire incident
in Unit 4 in Rutenberg, as well as to update the type of coal, due to operational limitations regarding the type of
coal suitable for long-term storage and taking into account geopolitical processes that affect the possibilities of
trade and purchasing of coal. The Ministry’s response to this request has not yet been received.

Further to Note 3n to the Annual Financial Statements regarding the Authority's recommendation to continue the
project to convert the coal-fired power stations Rutenberg 1-4 and Orot Rabin 5-6 to gas, after the Statement of
Financial Position date, on July 29, 2025, a letter from the Commissioner of Budgets in the Ministry of Finance
(hereinafter - "the Commissioner") was published, stating the Authority's recommendation of June 25, 2025 to the
Minister of Energy on the conversion of the remaining five coal-fired power stations from coal to gas (the
Authority's recommendation had not yet been published as of the approval date of the report). In his letter, the
Commissioner addressed the Minister of Energy with a request to stop the conversion process as soon as possible.
It should be noted that if the Commissioner's position as stated is accepted, in light of the Company's progress in
the project, including the commitments that the Company has undertaken to promote the project and the long-
term agreements with INGL according to the capacity of the 6 Units, there may be a material adverse effect on the
Company's financial position and results of its operations.

However, and notwithstanding the foregoing, it should be clarified that on August 4, 2025, as part of a meeting of
the Committee for Supervision of the Fund for Israeli Citizens on the status of promoting the natural gas connection
in Judea and Samaria and preparing the Energy Sector during a state of war - a follow-up meeting, the Minister of
Energy stated his position regarding the necessity of continuing the gas conversion project.

In addition, on April 18, 2024, the Electricity Authority published for public review a document on the subject of
"Assessing the Economics of Conversion in Accordance with the Minister's Policy Principles of November 20, 2019".
The document includes the Electricity Authority's recommendation to continue implementing the gas conversion
project, based on economic work carried out by the Authority comparing the gas conversion alternative with the
preservation alternative. For further details, see Note 3n to the Annual Financial Statements.

As of the Financial Statements approval date, no official confirmation has yet been received from the Minister on
the subject.

In light of the above, the Company's management estimates that the chances of completing the conversion in full
outweigh the chances of not completing the conversion in full.

Subject to receiving the Minister's approval, the Company will extend the life of the stations, including the emission
reduction facilities installed in them, in accordance with the current useful life reflecting their operation on gas
and, in an emergency, on coal.

Regarding the implications of the fire at Rutenberg Collector on the schedules for the conversion of the coal-fired
units, see Note 1h4.

18
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GENERAL (continued)

Environmental Protection Laws (continued)

NOTE 1:-
g.
2.
3.

Orot Rabin Power Station — the future of Units 1-4

Pursuant to that stated in Note 1g3 to the Annual Financial Statements regarding the future of Units 1-4, on May 5,
2025, a letter was received from Noga to the Ministry of Energy and the Company, in which Noga performed an
analysis of the significance and basic assumptions regarding the preservation of these units. In this regard, inter
alia, Noga defined the availability of the units and the circumstances of their operation after their placement in
preservation and the need to perform competency tests in order to maintain their capabilities. Noga further stated
that the continued operation of Units 1-4 from 2026 onwards, whether as part of the interim period or during the
preservation period, will require the updating and extension of the units' emission permit. The Company is studying
this request and its implications.

After the Statement of Financial Position date, in July 2025, the Electricity Authority published a hearing on the
subject of examining alternatives for the future of Units 1-4 at the Orot Rabin site, in which the Authority
recommends that the units be preserved in hot preservation for 3 years, and at the same time that the Ministry of
Energy should promote additional solutions at a lower cost, financially and environmentally, for the purpose of
ensuring the electricity sector, so that at the end of the period it will be possible to close Units 1-4 and, near the
end of the preservation period, to examine whether special circumstances exist that would justify examining the
establishment of new policy principles. The Company has forwarded its response. For further details, see Note 3b
below.

Underground fuel pipelines - Reading:

Further to that stated in Note 1g5 to the Annual Financial Statements, as of the Financial Statements approval
date, the Company cannot estimate all the possible implications that this matter may have for the Company, this
due, inter alia, to the possibility of the existence of asbestos in additional lines and in the area of the station, the
length of the pipeline, the complexity of its removal (since it passes under public and private areas, some of which
are populated), and in light of the fact that no documentation exists regarding its exact location. Therefore, the
provision that was included in the Financial Statements is in accordance with the current plan submitted by the
Company.
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NOTE 1:- GENERAL (continued)
h. Material events during the reporting period
1. The crane collapse at Rutenberg
Pursuant to that stated in Note 1h1 to the Annual Financial Statements regarding the collapse of the crane in
Rutenberg, on April 20, 2025, a settlement agreement was signed for a compromise arrangement in the amount
of approximately NIS 396 million (after deductible) between the Company and the insurance company to cover
the damages it has sustained. The receipt in accordance with the settlement agreement was recorded in the Other
Income line item in the first quarter of 2025 and as a reduction in fixed assets. In accordance with the settlement
letter, up to the Statement of Financial Position date, the entire balance was received.
2. Effects of the "Swords of Iron" War

In light of the outbreak of the "Swords of Iron" War (hereinafter: "the war"), on October 7, 2023, the Minister of
Defense declared a “Special Situation for the Home Front” in accordance with his authority under section 9C(b) of
the Civil Defense Law - 1951 (hereinafter: the "Civil Defense Law"), which was expanded on October 8, 2023 by
Government Decision No. 941 to the entire country. On the evening of that day October 7, 2023, against the
background of the aforementioned events, and after the Minister of National Security realized that there is a high
probability that a civil emergency will occur in Israel, and in accordance with his authority under section 90B(a) of
the Police Ordinance [New Version] - 1971, the Minister declared a "civil emergency" in the entire country, except
within a radius of 0-80 km from the Gaza Strip, for which a special situation on the Home Front had already been
declared as aforementioned.

In addition, on October 8, 2023, the Ministerial Committee on National Security decided to take significant military
action, in accordance with Article 40 of Basic Law: The Government.

The decision on the Special Situation on the Home Front has been extended from time to time until March 4, 2025,
then was reduced so it will apply only to areas adjacent to Gaza Envelope as specified in the decision (except during
Operation “Rising Lion” where the decision was extended so it applies to the entire area of the State, as specified
below). Such decision is in effect as of the Financial Statements approval date.

Due to the security situation, on October 7, 2023, the Minister of Labor signed an order regarding the application
of Chapter D of the Emergency Labor Service Law - 1967, that was declared as "a Special Situation in the Home
Front". This order allows the Minister of Labor to issue Enlistment Orders to employees in an essential enterprise
orin an enterprise for the provision of essential services (as defined in this Law) in the said territory, which requires
them to report to work. The aforementioned decision was cancelled on July 13, 2025. During the applicable period,
no such orders have been issued to employees of the Company.

For details regarding the events that occurred following the effects of the war such as equipping Emergency
Inventories and the tariff recognition on the matter, deterioration in collection from customers and delays in
projects, the Accountant General's letter on the subject, see Note 1h2 to the Annual Financial Statements.

The credit rating of the Electricity Company is effected by the rating of the State which may further decline as the
war continues and/or other fronts open.

Regarding the credit rating of the State of Israel:

The following is the rating of the State of Israel by the international rating company at the beginning of the Swords
of Iron War compared to its rating as of the Financial Statements approval date:

The international rating company S&P Global Ratings - at the beginning of the war rated the country AA- with a
stable outlook, the rating was downgraded to A with a negative outlook as of the Financial Statements approval
date.

The international rating company Moody's - at the beginning of the war rated the country Al with a stable outlook,
the rating was downgraded to Baal with a negative outlook as of the Financial Statements approval date.

The international rating company Fitch - at the beginning of the war rated the country A+ with a stable outlook,
the rating was downgraded to A with a negative outlook as of the Financial Statements approval date.

For details regarding the Company's credit rating as of the Financial Statements approval date, see Note 7b.

For details regarding the issuance of debentures in the second quarter of 2025, see Note 7al.
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NOTE 1:- GENERAL (continued)

h. Material events during the reporting period (continued)

2. Effects of the "Swords of Iron" War (continued)

It should be clarified that as of the Financial Statements approval date, the Company is unable to assess whether,
when and to what extent the results of operations, its financial position, cash flows and financial strength will be
affected by the event of the war, since this is an event beyond the Company's control, and factors, such as: the
scope and duration of the war, its expansion into additional arenas, the possibility of an increasing intensity of the
war and the worsening of its consequences, regulatory decisions that will be made with respect to the actions
required of the Company and tariff compensation may affect the condition of the Company.

However, in light of the steps taken and taking into account the position of State entities as detailed above, and in
view of the Company's ability to receive financing in the banking system in Israel and/or abroad, and to raise debt
in the capital market and taking into account the cash and short-term investments balance as of June 30, 2025 and
the Company's cash flow forecasts, in the assessment of the Management and the Board of Directors, the Company
has sufficient sources of financing to finance its activities and repay its obligations in the foreseeable future and is
carrying out and will continue to take all actions required to maintain its financial strength.

3. Operation “Rising Lion”

Operation "Rising Lion" was conducted from June 13, 2025 to June 24, 2025. Upon the opening of the operation on
June 13, 2025, the Government declared a Special Situation in the entire territory of the State of Israel. The
aforementioned decision was extended until June 30, 2025. During the operation, damages were sustained at
several of the Company's sites, as a result of which the Company was required to carry out rapid repairs to restore
electricity production and supply. The operation had no material effects on the Company's current operations and
its financial results, on the Company's cash flows, its ability to raise funds in the banking system in Israel and/or
abroad, and on its financial strength.

4.  Fire in the Rutenberg collector

On April 17, 2025, a fire broke out in the collector of Unit 4 at the Rutenberg power station, while contractor work
was being carried out in the collector as part of the collector renovation. The Unit was shut down at that time for
conversion to gas. The fire was extinguished within a period of several hours with the assistance of external
firefighting forces. The total extent of the damage is under investigation. At this stage, alternatives are being
examined to return Unit 4 with natural gas, using the Unit 3 chimney. The Company is in contact with Noga to
examine this alternative and others in connection with the event's impact on the timetable for conversion of the
additional units.

As a result of the fire, the Company recorded expenses in the profit and loss for disposal of the destroyed fixed
assets and its clearance in the amount of approximately NIS 91 million.

The Company has begun actions to exercise its full rights under the property insurance policy against the insurance
company. Due to the preliminary stage of fully exercising the rights with the insurance companies, as of the
Financial Statements date, no income from indemnity receivable was recorded, since there is no certainty of
receiving the indemnity from the insurance.
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NOTE 2:- REPORTING RULES AND ACCOUNTING POLICIES

a. Declaration of Compliance with International Financial Reporting Standards:

The Condensed Consolidated Interim Financial Statements (hereinafter: the “Interim Financial Statements”) of the
Company were prepared in accordance with International Accounting Standard no. 34 “Interim Financial Reporting”
(hereinafter: “IAS 34”). In preparing these Interim Financial Statements, the Company implemented accounting policies,
presentation rules, calculation methods and consideration of key factors for uncertainty in estimates and discretion in
implementation of accounting policies identical to those detailed in Note 2 to the Annual Financial Statements
(hereinafter: the “Annual Statements”). For more information about new Standards, amendments of Standards, and
interpretations that were not yet adopted for the period, see also section ¢ below. Furthermore, these statements were
prepared in accordance with the provisions of Chapter D of the Securities Regulations (Periodic and Immediate Reports),
1970.

The Condensed Interim Financial Statements were approved for publication by the Company's Board of Directors on
August 14, 2025.

b. Operating cycle period:

The Company’s regular operating cycle period is 12 months.

c. Main points of the accounting policy:

Except as detailed below, the accounting policy of the Company in these Interim Financial Statements is the accounting
policy applied in the Annual Statements. Below is a description of the major changes in the accounting policy in these
Interim Financial Statements and their impact:

New Standards, Amendments of Standard, and Interpretations not yet adopted:

International Financial Reporting Standard IFRS 18, Presentation and Disclosure in Financial Statements

This Standard replaces the International Accounting Standard IAS 1 - Presentation of Financial Statements. The purpose
of the Standard is to provide an improved structure and content for financial statements, in particular in the statement
of profit and loss. The Standard does not change the instructions for recognizing and measuring items in the Financial
Statements. However, the Standard includes new disclosure and presentation requirements as well as requirements
brought over from the IAS 1 Standard for Presentation of Financial Statements with minor wording changes. As part of
the new disclosure requirements, companies will be required to present two sub-totals in the statement of profit and
loss, operating profit and profit before financing and tax. The results in the statement of profit and loss will be classified
into three categories: operating activity, investment activity and financing activity. The Standard also includes a
requirement for separate disclosure in the financial statements regarding the use of management-defined performance
measures (non-GAAP metrics). Guidelines are added for aggregation and disaggregation of items in financial statements
and in the notes.

The date of initial application of the Standard is for annual periods beginning on January 1, 2027.

On August 4, 2024, the Securities Authority issued a decision delaying the possibility of early adoption of the Standard,
in such a way that early adoption by reporting corporations will only be possible from the period starting on January 1,
2025.

The Company is examining the implications of the Standard on the Financial Statements, at this stage without intention
for early adoption.

d. Use of estimates and judgment

In preparing the Condensed Consolidated Interim Financial Statements in accordance with IFRS, the Management of
the Company is required to use judgment for the purpose of making evaluations, estimates and assumptions concerning
the implementation of policies and the amounts of the assets, liabilities, income and expenses. It should be clarified
that the actual results may differ from these estimates.

The judgment of Management when applying the accounting policies of the Company and the main assumptions used
in assessments involving uncertainty, are consistent in all material respects with those specified in Note 2y to the Annual
Financial Statements and that stated in Note, 1g1 and 1h2 above, concerning Management’s assessment regarding the
conversion of the coal-fired units to gas and the effects of the war.
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NOTE 2:- REPORTING RULES AND ACCOUNTING POLICIES (continued)

e. Non-inclusion of a separate financial statement in the periodic report:

The Company fully owns the Coal Company and Netiv Ha’Or. The Company did not include separate financial
information (hereinafter: "Solo Reports") in these Financial Statements as required by Regulations 9C and 38D, since
the Solo Reports do not provide an investor with material information.

The criteria used by the Company in reaching this conclusion are based on the negligible scope of the assets, liabilities,
income and expenses, and cash flows of the subsidiaries in the consolidated Financial Statements. As of the Statement
of Financial Position date, the Group's business activity is carried out almost entirely within the framework of the
Company, and therefore the publication of separate financial statements would not constitute additional material
information for a reasonable investor.
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NOTE 3:- THE ELECTRICITY RATE AND REGULATION

The revenues of the Company are based on the electricity charge rate that the Company charges consumers. In accordance
with the Electricity Sector Law, the electricity charge rates and their manners of update are determined by the Electricity
Authority (hereinafter: the “Authority”). For additional details regarding the manner of determining the electricity charge rate,
the rate update mechanism and the date of its update, the 2025 Annual Update, the 2022-2027 Rate Base for the generation
segment, the grid segments’ Rate Base for 2018-2022, and additional Authority decisions, see Note 3 to the Annual Financial
Statements.

a.

Determining a recognized cost for storage facilities to be constructed by the Company

On May 21, 2025, the Authority issued a decision in which it determines the mechanism for recognizing the cost of the
five energy storage facilities constructed by the Company. According to the proposed mechanism:

1. Aninvestment cost of NIS 51.5 million will be recognized for each facility, with recognition of 85% of the
investment calculated based on meeting the following annual availability targets: 92% in the first year and 95%
starting in the second year, according to the Company's reports to the System Administrator.

2. Since the main cost was determined based on the cost of the equipment, which depends largely on the volatile
global lithium price, the Authority determines in the decision the recognized cost only for the 5 storage facilities
that have already been constructed.

3. Theinvestment will be recognized over 20 years and will be depreciated using the straight-line method starting
with the year of operation.

4. The recognized operating cost will be 1.2% per year of the total recognized cost for that year and will be finally
determined after cost control.

5. The linkage mechanism will be in accordance with the existing mechanism in the network rate base, with the
effective index being in accordance with the index calculated for the 2025 tariff update.

Preservation Project for Units 1-4 at the "Orot Rabin" Power Plant

In the policy principles dated February 8, 2021, the then Minister of Energy determined that, in light of the need to
maintain the reliability, availability and continuity of electricity supply during emergencies in the coming years, the
Company will preserve electricity generation Units 1-4 at the "Orot Rabin" Power Plant until December 31, 2025, and
near the end of the preservation period, the need to establish new policy principles in this regard will be examined.

On November 28, 2024, the Minister of Energy contacted the Electricity Authority to request the Authority's position
on the matter of preserving Units 1-4 at Orot Rabin and transitioning to coal-fired electricity generation activity when
necessary.

In response to the Minister's request, after the Statement of Financial Position date, on July 6, 2025, the Authority
published a public hearing on the subject of "Examining the alternatives regarding the manner and scope of preserving
Units 1-4 at the "Orot Rabin" site”.

Below are the Authority's main recommendations for updating the Minister's decision:

. The Units should be preserved for only 3 years until December 31, 2028, at the end of the period the units will be
closed. However, near the end of the preservation period the need for continued preservation will be reviewed.

. The Authority recommends a hot preservation outline. In the hot preservation outline, the units are in a shutdown
mode that allows for cold starts, periodic testing is to be performed once a quarter, and the return to full operation
takes between 3-6.5 days.

e At the same time, the Ministry of Energy should promote additional solutions at a lower cost, both financially and
environmentally, for the purpose of insuring the electricity sector. To this end, the Authority recommends taking
a number of measures to increase the reliability of electricity supply capacity, including:

1. Adding emergency diesel tanks beyond what exists today.
2.  Establishing 2 CCGTs beyond what is specified in the draft development plan for 2030.

. Operating generation units not in the framework of the preservation plan will be limited to 500 hours per year per
unit, except in the framework of an emergency event of damage to gas generation capacity.

On August 7, 2025, the Company submitted to the Authority its response to the hearing.
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NOTE 3:- THE ELECTRICITY RATE AND REGULATION (continued)

c. Approval of Distribution Network Development Plan for the Years 2025-2030

On June 4, 2025, it was announced that the Minister of Finance approved the distribution network development plan
recommended to him by the Authority based on the plan that was submitted by the Company in accordance with the
following changes and conditions:

1. Given the date of submission and approval of the plan, 2025 will be the first year in the plan (and not 2024 as
published on October 15, 2024 in Authority Decision No. 69605 on the subject: "Decision regarding ministerial
consultation with the Electricity Authority on the development plan for the distribution system for 2024-2030").

2. The option mentioned in the Electricity Authority's recommendation to carry out works to develop the distribution
network and the burial of the lines that are not part of the development plan, to the extent of up to 20% of the
total investments made by the Company for the purposes of the actions listed in the Electricity Authority's
recommendation document in a previous calendar year, (as described in Note 3n to the Annual Financial
Statements) will only be for work to be carried out during 2025-2026 and subject to the fact that this work will be
carried out according to measurable criteria to be determined by the Authority. At the end of the two years, the
Authority will examine the electricity network that has been developed and buried and will examine whether to
recommend to the Minister of Energy and the Minister of Finance to consent to extend the option for additional
years and will also examine whether to update the criteria it has determined.

3. The total cost of adapting the distribution network to the security threats on the western Negev border and the
northern border will not exceed NIS 500 million for all years of the plan.

After the Statement of Financial Position date, on July 28, 2025, approval of the Minister of Energy and Infrastructure
of the plan was received by the Company in accordance with the conditions.

d. Debt collection procedures and enforcement tools - consumers on non-domestic load and time tariffs

In light of the ongoing and significant increase in the consumption debts of various consumers, which may lead to a
tariff increase for all consumers, after the Statement of Financial Position date, on July 20, 2025, the Authority published
a draft resolution in which it examines additional enforcement measures for the purpose of collecting payments from
all consumers, and in particular from consumers on non-domestic load and time tariffs. These consumers are
characterized by a high volume of consumption used mainly for commercial purposes. In addition, these consumers
may be businesses that have closed or gone bankrupt, and therefore these are debts that are difficult to collect, if at all.
In addition, the Authority seeks to determine that the supplier should be authorized with default to request collateral
from consumers as part of the process for renewing electricity supply and that it will also be able to offer alternatives
for providing collateral. The consumer will be entitled to these alternatives provided that he has not been disconnected
from electricity in the 24 months prior to the date of the choice offer. The Company will submit its comments
accordingly.

e. Land Value at the Eshkol Site

After the Statement of Financial Position date, on July 24, 2025, the Electricity Authority published a resolution
according to which it was determined that the value of the land at Eshkol Site to be recognized for the Company will be
NIS 1,740 million. As part of the Annual Update for 2025, an initial amount of NIS 508 million was recognized to the
Company, such that the remaining amount of approximately NIS 1,232 million will be recognized as part of the electricity
tariff spread over 3 years. The recognition will include interest and linkage to CPI. In addition, the Authority leaves with
the Company the amount it has appropriated from Eshkol Power Energy's performance guarantee, which amounts to
approximately NIS 100 million in light of the update of its bid in the tender, due to all the unique circumstances relating
to the tender, including the risks taken by the Company.

As a result of the above, the Company recorded revenues from movement in regulatory assets in the amount of NIS
1,386 million in the second quarter.
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NOTE 4:- TRADE RECEIVABLES FOR SALES OF ELECTRICITY

a. Composition

As of
As of June 30 December 31

2025 2024 2024

NIS in millions
Unaudited Audited

(0] o110 o [=] o 4SRRI RSN 3,917 5,204 4,666
Provision for doubtful debts........cccevciieriieiiiiiniiiiieeeees (792) (835) (826)
Unrecognized iNCOME (1) ..ecceeicieeecieeiieeeieesieeeiee e e saeesveesaee e - (947) (473)
3,125 3,422 3,367
INCOME reCeiVable (2) .oocvvvecee et 2,322 2,437 1,790
Total customer receivables with respect to electricity sales..... 5,447 5,859 5,157

(1) The above mentioned relates to income from the East Jerusalem Electricity Company (hereinafter: "EJEC") as
detailed in section b below. Regarding the examination of the manner of recognizing the income see Note 2p of
the Annual Financial Statements.

(2) Income with respect to the relative part of the electricity invoices issued after the Statement of Financial Position
date, allocated according to an estimate to the reporting period.

b. The Palestinian Authority and the East Jerusalem Electricity Company

Below are details of the balances of the Palestinian Authority and the East Jerusalem Electricity Company after provision
for doubtful debts and income that was not recognized from the customers’ balance:

As of
As of June 30 December 31

2025 2024 2024

NIS in millions
Unaudited Audited
OPEN INVOICES .. euviirieeeieeiiiiieeeeeeereiaireeeeeesssareeeeeessessnrnaaeesssessnnnes 125 1,369 774
RECEIVADIES .o e 230 230 226
TOtal dEDt.ccieiiiiieeeee e 355 1,599 1,000
Less:

Provision for doubtful debts as of January 1 ...........cccvveeeiierennen. - (104) (104)
Decrease in provision for doubtful debts in the period................. - - 104
Income not recognized as of January 1......ccccccoeecieeeiiieececieee e, (473) (1,075) (1,075)
Income recognized with respect to previous periods.................... 473 128 602
Total debt with respect to sale of electricity ........cceeevvvviiiiiiinnnns 355 548 527

The payments of the Palestinian Authority and EJEC are executed both through direct payment transfers and through
transfers that the Company receives from the Ministry of Finance, out of the sums held by the Ministry of Finance that
are at the disposal of the Palestinian Authority.

In January 2025, the Company reached an outline of agreements for settling all debts of EJEC and PA in a total amount
of NIS 1,057 million including VAT. This amount constitutes full payment of the past principal debt and current debt (up
to and including consumption for November 2024), as well as payment of most of the arrears interest from the total
interest due to the Company in accordance with the rates determined by the Accountant General and accumulated up
to December 29, 2024. The outline of the agreements was approved by the Company's Board of Directors and
subsequently by the Ministerial Committee for National Security Affairs (Political and Security Cabinet) on January 12,
2025. The full payment in accordance with the outline includes the following amounts: revenue recognition (for
electricity and interest) that were not recognized in previous periods in the amount of approximately NIS 473 million,
amounts recognized as revenue in previous periods and collected this year in the amount of approximately NIS 191
million, interest revenues for previous periods recognized this year in the amount of approximately NIS 240 million.
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NOTE 4:- TRADE RECEIVABLES FOR SALES OF ELECTRICITY (continued)

b.

The Palestinian Authority and the East Jerusalem Electricity Company (continued)

Total receipts including VAT amounted to approximately NIS 1,057 million, which was transferred to the Company's
account on January 22, 2025. The total impact of the aforementioned outline on the results of the first quarter

(recognition of previously unrecognized electricity revenue and revenue from arrears interest) is approximately NIS 713
million before tax.
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NOTE 5:- POST EMPLOYMENT EMPLOYEE BENEFITS
a. Excess of amounts of pension plan assets over the pension obligation
As of
As of June 30 December 31
2025 2024 2024
NIS in millions
Unaudited Audited
Fair value of plan assets (see section i2 below) .......ccccccevevueenneen. 40,287 37,596 39,415
Present value of pension obligations (see section h1 below)..... (27,849) (24,963) (27,424)
12,438 12,633 11,991
Present value of pension obligations with respect to special
agreements on early retirement (see section h3 below)............ (89) (85) (86)
Excess of pension plan assets over the pension obligations....... 12,349 12,548 11,905
b. Funds in Trust
As of
As of June 30 December 31
2025 2024 2024
NIS in millions
Unaudited Audited
Fair value of funds in trust (see section j2 below) ..................... 1,072 1,040 1,057
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NOTE 5:-

POST EMPLOYMENT EMPLOYEE BENEFITS (continued)

c. Liabilities with respect to other post-employment benefits

Present value of obligation with respect to other post-
employment benefits (see section h2 and i3 below)..................

Composed of:

1)

2)

Present value of liabilities with respect to the other post-
employment benefits, that are not part of the collective
agreement with respect to the reform and special
collective agreements (see section h2a below):
Discounted electriCity .....ccccccovvueerieeriieeniienieeee e
VAT and grossed up tax with respect to discounted
ElECEIICILY .evvieieiieeiie e
Retirement benefits .....cccvveerieinieenieecseccee e
Welfare Fund for pensioners insured in the budgetary
01111 (0] o SO P PPN
Holiday gifts including grossed up tax .........ccccceeevvveeennnenn.

Present value of liability with respect to other post-
employment benefits as a result of the collective
agreement with respect to the reform and special
collective agreements (see section h2b below) .................
Plan asset — insurance policy with the insuring company
(see section i3 beloW) ....cueeeeciiiieciee e
Present value of liability with respect to other post-
employment benefits as a result of the collective
agreement with respect to the reform and the special
collective agreement less the plan asset.......ccccceeeuverevnnenn.
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As of
As of June 30 December 31
2025 2024 2024
NIS in millions
Unaudited Audited
4,348 4,311 4,728
As of
As of June 30 December 31
2025 2024 2024
NIS in millions
Unaudited Audited
1,125 1,005 1,106
498 429 490
727 677 701
66 59 65
400 355 394
2,816 2,525 2,756
2,682 2,560 2,776
(1,150) (774) (804)
1,532 1,786 1,972
4,348 4,311 4,728
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NOTE 5:- POST EMPLOYMENT EMPLOYEE BENEFITS (continued)

The Pension Plan of the Company and Other Post-Employment Benefits

The pension regulations from 1958 apply to all Company tenured employees and pensioners and their survivors who
were admitted to work in the Company up to June 10, 1996 (inclusive) (hereinafter: “the Insured under the Budgetary
Pension Arrangement”). The code of the central provident fund for pension to the Company’s employees, pensioners
and their survivors is based on the provisions of the aforesaid pension regulations and prescribes the entitlements of
the Insured under the Budgetary Pension Arrangement (see also section h1 below).

For additional details also see Note 12d to the Annual Financial Statements.

Pension to Employees who are not included in the Budgetary Pension Plan

The remaining permanent employees of the Company (hereinafter: “Generation C Employees”) who started working on
June 11, 1996 and thereafter and are not included under the budgetary pension plan, as described in section d above,
as well as the Company’s employees with a temporary status and employees with a personal contract, are insured by
default under a comprehensive cumulative paying pension fund (an external long-standing or new cumulative pension
fund, or under another pension insurance policy at the personal choice of the employee). The Company makes deposits
on a regular basis in respect of its liabilities to these employees.

These plans constitute plans for a defined deposit with respect to the Company’s liability to pay these employees’
pension rights, and Section 14 of the Severance Pay Law - 1963 applies with regards to them.

For the Year

For the Six Months For the Three Months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions
Unaudited Unaudited Audited
Defined deposit plan - Amount
recognized under the wage cost and
fiXEH ASSELS .evrrrrerrerrererrerereesersersessesnennns 132 116 66 63 236

For additional details also see Notes 12e, 12fla to the Annual Financial Statements and section f4 below.
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NOTE 5:-

f.

POST EMPLOYMENT EMPLOYEE BENEFITS (continued)

Collective Agreements and Consents

1)

Special Collective Agreement, Reform (organizational and structural change) and Special Collective Agreement

(Early Retirements, Permanence Quota, One Time Grant to EPE and SMC Employees and Additional Matters)

and Special Collective Agreement (Early Retirements):

a)

b)

c)

Special Collective Agreement, Reform (organizational and structural change)

For details regarding the Special Collective Agreement, Reform (organizational and structural change) see
Note 12fla to the Annual Financial Statements:

(1) Transition to personal contracts — the Company may employ up to 160 managers and additional
employees by personal contract according to the criteria determined in the Collective Agreement, on a
personal contract and not in accordance with the collective agreements applicable to the Company’s
employees. As of the date of the Financial Statements, the Company continues to implement the
Agreement’s instructions concerning the employment of senior managers (from the level of Vice
Division Manager and up) to employment through personal contracts.

(2) As of 2022, management of the funds and payment of pension to those eligible regarding the reform
allowance supplement is carried out by the "Harel" Company as the company that insures and manages
the funds of the reform pension supplement for all the eligible employees, as described in Note 12fla
2,3,5,6,7 of the Annual Financial Statements (hereinafter: the “Insuring Company”). In the six months
ended on June 30, 2025, the Company transferred approximately NIS 62 million to the insuring company,
thus discharging the liability with respect to the eligible employees who retired in this period and are
over 60 years old, in accordance with the scope of their eligibility. In addition, in accordance with the
reform agreement, the Company transferred NIS 372 million which constitutes the third installment out
of six annual installments (June 2023 to June 2028) in June 2025.

Special Collective Agreement (Early Retirements, Permanence Quota, One Time Grant to EPE and SMC
Employees and Additional Matters)

For further details concerning the Special Collective Agreement (Early Retirements, Permanence Quota, One
Time Grant to private electricity units and SMC Employees, and Additional Matters) see Note 12flb of the
Annual Financial Statements

Special Collective Agreement - Early Retirements

On November 3, 2024, a special collective agreement (early retirements) was signed between the Company
and the new Histadrut and the National Workers' Committee of the Electric Company employees for the
retirement of 300 additional employees, who will retire from the Company during 2025 and until May 2026,
under similar terms to the reform agreement and with the necessary adjustments regarding the additional
reform allowance. The agreement was approved by the Commissioner of Wages. As of the Financial
Statements date, 78 employees had retired in accordance with the outline of the agreement.
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NOTE 5:- POST EMPLOYMENT EMPLOYEE BENEFITS (continued)
f. Collective Agreements and Consents (continued)
1) Special Collective Agreement, Reform (organizational and structural change) and Special Collective Agreement (Early Retirements, Permanence Quota, One Time Grant to
EPE and SMC Employees, and Additional Matters) and Special Collective Agreement (Early Retirements): (continued)

d) Following is the composition of costs of the reform and the Special Collective Agreement according to benefits given with respect to the Collective Agreements:

For the Year Ended December

For the six Months ended June 30 For the Three Months ended June 30 31
2025 2024 2025 2024 2024
Special Special Special
Collective Special Collective Special Collective  Collective Collective  Collective Collective  Collective
Reform Collective Reform Collective Reform  Agreements Reform  Agreements Reform  Agreements
Agreement Agreements — Agreement Agreements — Agreement —-see Agreement —-see Agreement —-see
—-see see Section B —-see see Section B -see Section B -see Section B -see Section B
Section A and Section C Section A and Section C Section A and Section Section A and Section Section A and Section
above above Total above above Total above C above Total above C above Total above C above Total
NIS in millions
Unaudited Unaudited Audited
Early retirement plan
including pension
supplement..........c..c..... 40 34 74 35 5 40 23 10 33 13 2 15 73 567 640
Pension supplement for
mandatory retirees
during and after the
reform period ................ 23 - 23 77 - 77 (45) - (45) 34 - 34 128 - 128
Current salary costs ....... 9 - 9 9 - 9 7 - 7 5 - 5 18 - 18
Retirement plan for
employees loaned to
purchasers of the sold
generation units............. 26 - 26 (11) - (11) 6 - 6 3 - 3 7 - 7
<] -1 PN 98 34 132 110 5 115 (9) 10 1 55 2 57 226 567 793
Total attributed to
statement of profit and
l0SS.ccvieirreeneeeeeneeeeeeeeeeens *49 14 63 *114 7 121 *12 6 18 * 54 3 57 * 206 582 788
Total attributed to fixed
assets ...coiiiiriiiiiiinennans *25 14 39 * 37 - 37 * (16) 3 (13) *18 1 19 *78 (4) 74
Total attributed to other
comprehensive income *24 6 30 *(41) (2) (43) * (5) 1 (4) *(17) (2) (19) * (58) (11) (69)

(*) For details regarding a regulatory asset with respect to the reform costs attributed to profit and loss and other comprehensive income - see Note 6 below.
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NOTE 5:- POST EMPLOYMENT EMPLOYEE BENEFITS (continued)
f. Collective Agreements and Consents (continued)
1) Special Collective Agreement, Reform (organizational and structural change) and Special Collective Agreement (Early Retirements, Permanence Quota, One Time Grant to
EPE and SMC Employees, and Additional Matters) and Special Collective Agreement (Early Retirements): (continued)

e) Following is the composition of costs of the reform and the Special Collective Agreement as included in the actuarial liabilities after deducting insurance policy plan asset
in the insurer company and in the current salary:

For the Year Ended December

For the Six Months ended June 30 For the Three Months ended June 30 31
2025 2024 2025 2024 2024
Special Special
Collective Special Collective Special Collective  Collective Collective Special Collective  Collective
Reform Collective Reform Collective Reform  Agreements Reform Collective Reform  Agreements
Agreement Agreements — Agreement Agreements — Agreement —see Agreement Agreements Agreement —see
—-see see Section B —-see see Section B —-see Section B —-see —-see —-see Section B
Section A and Section C Section A and Section C Section A and Section Section A Section B Section A and Section
above above Total above above Total above C above Total above and C above Total above C above Total
NIS in millions
Unaudited Unaudited Audited
Obligation for pension
Past service cost -
change in plan terms
due to implementation
of collective
agreements................. - - - - - - - - - - - - - 318 318
Current service cost
and interest.................. 33 15 48 44 6 50 15 9 24 22 2 24 83 12 95
Losses (profits) from
remeasurement ........... 9 12 21 (17) (3) (20) 9 (3) 6 (12) (2) (14) (15) (15) (30)

Other post-employment benefits resulting from the collective agreement with respect to the reform and special collective agreements after deducting insurance policy plan asset in the

insurer company
Past service cost -
change in the plan’s

terms following

implementation of

special collective

agreement ................... - - - - - - - - - - - - - 19 19
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Past service cost -
change in the plan’s
terms following
implementation of a
special collective
agreement (early
retirements).................
Current service cost
and interest

Losses (profits) from
remeasurement ...........
Current Salary Costs

Total attributed to
statement of profit
and 10SS ....ceeeeeeneeceeennne
Total attributed to
fixed assets .......ceeuneene
Total attributed to

other comprehensive
income .....ccoeveeeveennnnnns

For the Year Ended December

For the Six Months ended June 30 For the Three Months ended June 30 31
2025 2024 2025 2024 2024
Special Special
Collective Special Collective Special Collective  Collective Collective Special Collective  Collective
Reform Collective Reform Collective Reform  Agreements Reform Collective Reform  Agreements
Agreement Agreements — Agreement Agreements — Agreement —see Agreement Agreements Agreement —see
—see see Section B —see see Section B —see Section B —see —see —see Section B
Section A  and Section C Section A and Section C Section A and Section Section A Section B Section A and Section
above above Total above above Total above C above Total above and C above Total above C above Total
NIS in millions
Unaudited Unaudited Audited
- - - - - - - - - - - - - 230 230
23 8 31 130 2 132 (12) 1 (12) 58 1 59 223 5 228
24 (1) 23 (56) - (56) (28) 3 (25) (18) 1 (17) (83) (2) (85)
9 - 9 9 - 9 7 - 7 5 - 5 18 - 18
98 34 132 110 5 115 (9) 10 1 55 2 57 226 567 793
49 14 63 114 7 121 12 6 18 54 3 57 206 582 788
25 14 39 37 - 37 (16) 3 (13) 18 1 19 78 (4) 74
24 6 30 (41) (2) (43) (5) 1 (4) (17) (2) (19) (58) (11) (69)

For details regarding the accounting policy pertaining to the manner of implementation of the agreement - see Note 2u4 of the Annual Financial Statements.
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NOTE 5:- POST EMPLOYMENT EMPLOYEE BENEFITS (continued)
f. Collective Agreements and Consents (continued)

2) SLA Agreement

After the Statement of Financial Position date, on July 16, 2025, a collective agreement was signed that includes
rights, salary conditions and bonuses upon termination of employment for a closed group of approximately 30 SLA
(South Lebanon Army) employees. The impact of the agreement on the Financial Statements for the third quarter
is immaterial.

3) Vacation Agreement

After the Statement of Financial Position date, on July 6, 2025, a vacation agreement was signed (in accordance
with the State's Collective Agreement) regarding the grant of 8 additional vacation days to employees in 2025-
2026 (4 days per year), in exchange for extension of industrial peace period and the period for exhausting claims
until March 31, 2028. The agreement has no impact on the Company's actuarial liabilities.

4) For details of the Special Collective Agreement (continuing temporary employees), Special Collective Agreement
(Generation C employees retiring as pensioners), agreement regarding remote work, a salary (framework)
agreement in the public sector and its implications on the Company’s actuarial liability, Amendment No. 4 to the
Reform Agreement - Eshkol Agreement, the Collective Agreement to reduce wages for employees and the
Termination of the validity of the Labor Law, see Note 12f Sections 2-8 of the Annual Financial Statements.

8. The total liabilities items, with respect to post-employment employee benefits according to the calculations of the
Company as of June 30, 2025, June 30, 2024, and December 31, 2024, respectively, amount to a total of NIS 33,436
million, NIS 30,133 million and NIS 33,042 million, respectively.

h. Defined Benefit Liability

1) Changes in the present value of the obligation for pensions

For the Year

For the Six Months For the Three Months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions
Unaudited Audited
Present value of the obligation for pensions
as of the beginning of the period.................. 27,424 26,113 26,748 26,342 26,113
Cost Of INTEreSt ...cccevvvevrevieeeeeiieiireeeeee e 738 763 369 383 1,531
Current service CoSt .......ueeeeeeiiiiiiiceeeenennee 30 36 16 18 74
Past service cost — changes in the plan’s
terms following implementation of
collective agreements .......ccccccceeeevverennnnn. 2 - 1 - 319
Employee deposits......cccceeeevreeercieeeeiieenenne 7 8 3 4 15
Benefits paid ......cccoceeeeeiieeeeiiee e, (707) (676) (357) (345) (1,343)
27,494 26,244 26,780 26,402 26,709
Losses (gains) with respect to
remeasurement:
Actuarial losses (gains) deriving from
changes in financial assumptions................ 195 (1,526) 1,030 (1,699) 577
Actuarial gains deriving from changes in
demographical assumptions.........c............. (2) - (2) - (43)
Impact of differences between the
previous actuarial assumptions and that
which occurred in practice (hereinafter:
“Adjustments based on past experience”) . 162 245 41 260 181
355 (1,281) 1,069 (1,439) 715
Present value of the obligation for
pensions as of the end of the period .......... 27,849 24,963 27,849 24,963 27,424
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NOTE 5:- POST EMPLOYMENT EMPLOYEE BENEFITS (continued)
h. Defined Benefit Liability (continued)

2) Changes in the present value of the obligation for other post-employment benefits

a) Changes in other benefits described in section c1 above:

For the Year

For the Six Months For the Three Months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions
Unaudited Audited
Present value of the obligation for other
post-employment benefits that are not
part of the collective agreement with
respect to the reform and the special
collective agreements as of the beginning
of the period ......cceeevevivcviee e, 2,756 2,623 2,691 2,640 2,623
Cost Of INTEresSt...ccueeciererciiee e, 75 75 38 38 155
Current Service CoSt ......uvveeeiervriiiiieeeeenenenane 28 26 14 13 50
Past service cost — changes in the plan’s
terms following implementation of
collective agreements...........ccceeeecveeeennnenn. - - - - 19
BENEfits PAId c.veeeeeeeeeereeeeeeeeeee e eeenenans (68) (64) (30) (39) (156)
2,791 2,660 2,713 2,652 2,691
Losses  (gains)  with  respect to
remeasurement:
Actuarial losses (gains) deriving from
changes in financial assumptions................ 13 (157) 84 (179) 70
Actuarial gains deriving from
demographical assumptions..........c.cceeeuee. (1) - (1) - (7)
Adjustments based on past experience...... 13 22 20 52 2
25 (135) 103 (127) 65
Present value of the obligation for other
post-employment benefits that are not
part of the collective agreement with
respect to the reform and the special
collective agreement as of the end of the
PEHO ittt 2,816 2,525 2,816 2,525 2,756
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NOTE 5:- POST EMPLOYMENT EMPLOYEE BENEFITS (continued)
h. Defined Benefit Liability (continued)

2) Changes in the present value of the obligation for other post-employment benefits (continued)

b) Changes in other benefits described in section c2 above:

Present value of the obligation for other
post-employment benefits as a result of
the reform collective agreement and the
special collective agreements as of the
beginning of the period .........ccocceriiiinenne
Past service cost — changes in the plan’s
terms following implementation of
collective agreements..........cccceeeecveeeennnenn.
Cost of INterest.....ccocvevveeneeinieenieesieennene
Cost of current service.......ccoevveeeevcverevennnn.
Benefits paid .....ccoceeeveeeiieiiiiiee,
Payments transferred to the insurance
COMPANY™ Lo

Gains with respect to remeasurement:

Actuarial gains deriving from changes in
financial assumptions .......ccccccccvveeeeiiieeeenns
Adjustments based on past experience......

Present value of the obligation for other
post-employment benefits as a result of
the reform collective agreement and the
special collective agreement as of the end
of the period ......cccceevveiecieeeee e,

* See section fla2 above

For the Year

For the Six Months For the Three Months ended

ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions

Unaudited Audited
2,776 2,610 2,772 2,599 2,610
- - - - 230
75 77 38 38 155
(17) 73 (33) 33 107
(83) (68) (42) (33) (144)
(62) (75) (26) (50) (126)
2,689 2,617 2,709 2,587 2,832
(27) (50) (23) (52) (24)
10 (7) (4) 25 (42)
(7) (57) (27) (27) (56)
2,682 2,560 2,682 2,560 2,776
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NOTE 5:-
h.

Defined Benefit Liability (continued)

POST EMPLOYMENT EMPLOYEE BENEFITS (continued)

3) Changes in present value of the obligation with respect to special agreements on early retirement

Present value of the obligation with respect
to special agreements for early retirement
as of the beginning of the period .................
Cost of INterest .....occeevveeveeenieenieenieeneene
Additional provision with respect to
employee retirement within the special
retirement plan
Benefits paid ....cccceeveeevieiniieee,
Actuarial losses with respect to the
obligation charged to the Profit and Loss..
Present value of the obligation with respect
to special agreements for early retirement
as of the end of the period ........cccccueenne.

For the Six Months

For the Year

For the Three Months ended

ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions
Unaudited Audited
86 88 88 85 88
2 1 1 - 4
12 8 5 5 18
(12) (14) (6) (7) (27)
1 2 1 2 3
89 85 89 85 86
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NOTE 5:- POST EMPLOYMENT EMPLOYEE BENEFITS (continued)
i. Plan Assets
1) Central Pension Fund

a)

<)

d)

e)

f)

g)

From March 8, 2005, the Company deposits funds in the Central Pension Fund (hereinafter: the “Fund”) to
cover pension liabilities for pensions to the employees entitled to the budgetary pension arrangements.

The Pension Fund acts by force of the Control of Financial Services (Provident Funds) (Rules for Management
of a Central Provident Fund) Regulations — 2012. The fund was managed by the managing company
accordingly. From February 2022, the Phoenix Holdings Company manages the Central Pension Fund.

For further details see Note 12j to the Annual Financial Statements.

According to the Financial Statements of the Fund, the actuarial liability as of June 30, 2025, is NIS 31,767
million and the Company’s surplus in the fund is approximately NIS 8,520 million. According to the Financial
Statements of the Company, its actuarial liability for the pension obligations as of June 30, 2025, is NIS 27,938
million.

For details regarding the nature of the difference and differences in calculation of the liability between the
Company and the Fund, the response of the Commissioner of Capital Markets, Insurance and Savings of the
Ministry of Finance, and the Companies Authority’s notification to the Company that it is executing an
examination in this matter, see Note 12j1b to the Annual Financial Statements.

For details of the Control of Financial Services (Provident Funds) (Rules for Management of a Central
Provident Fund) Regulations — 2012 and the circular of the Commissioner of Capital Markets, Insurance and
Savings “Instructions for Management of a Central Provident Fund”, see Note 12j1c to the Annual Financial
Statements. As part of the Company’s reports to the Capital Market Authority regarding the execution of
actual deposits with respect to the early retirement plan in accordance with the Collective Agreement and
the forecasted provisions with respect to the reform years, it reported the expansion of early retirements by
200 additional retirements in accordance with the Collective Agreement signed in November 2020, so that
the payment plan of the fund also applies to these retirements. In addition, it was also reported that the early
retirement arrangement was expanded by 300 additional retirements in accordance with a collective
agreement signed in November 2024, so that the aforementioned outline also applies to these retirements.

The Company deposited in the fund, including the costs of the plan's assets, a total of NIS 93 million during
the six months ended on June 30, 2025.

The Fund approved its financial statements of June 30, 2025, on August 6, 2025.

The Fund presents the value of its assets at fair value according to International Financial Reporting Standards
(IFRS).

According to the forecast of the Company, according to the articles in effect (starting from March 31, 2014),
the expected transfers to the fund from the Statement of Financial Position date until the end of 2025 will
amount to approximately NIS 7 million (not including forecast with respect to early retirement campaigns).
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NOTE 5:-

i. Plan Assets (continued)

POST EMPLOYMENT EMPLOYEE BENEFITS (continued)

2)  Changes in the fair value of the assets of the plan

Fair value of plan assets as of the beginning
of the period ......c.ccecevvevereneneneneeeceeee
Interest income on plan assets...................
Deposits including costs of the plan assets
Benefits paid ......cccceevvieeieiinieneee

Gains (losses) with respect to
remeasurements of plan assets:

Yield on plan assets (except for sums
included in interest income) ..........cceeuueen.
Fair value of plan assets as of the end of the

Interest income on plan assets..................
Gains (losses) with respect to

remeasurements of plan assets................
Actual yield on plan assets...........ccccvveeene.

For the Year

For the Six Months For the Three Months ended

ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions

Unaudited Audited
39,415 38,410 39,013 38,606 38,410
1,064 1,122 534 563 2,257
93 16 8 8 31
(709) (680) (356) (345) (1,348)
424 (1,272) 1,088 (1,236) 65
40,287 37,596 40,287 37,596 39,415

For the Year

For the Six Months For the Three Months ended

ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions

Unaudited Audited
1,064 1,122 534 563 2,257
424 (1,272) 1,088 (1,236) 65
1,488 (150) 1,622 (673) 2,322
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NOTE 5:-

Plan Assets (continued)

POST EMPLOYMENT EMPLOYEE BENEFITS (continued)

3) Changes in the fair value of the insurance policy plan in the insurance company

Fair value of plan assets of the insurance
policy of the insuring company as of the
beginning of the period..........cccceceeerirencnne.
Interest income on plan assets..................
Deposits including costs of the plan assets
Benefits paid ......cccceeeeciieeeeiiee e,

Gains (losses) with respect to
remeasurements and excess of plan
assets of the insurance policy of the
insuring company:

Excess of plan assets over liabilities

Yield on plan assets (except for sums
included in interest income) .........cccccuuee..
Total yield recognized on plan assets
(except for sums included in interest
income)

Fair value of plan assets of the insurance
policy of the insuring company as of the
end of the period .......ccceeeveeivciieecieeeee

Interest income on plan assets of the
insurance policy of the insuring company .
Gains (losses) with respect to
remeasurements and excess of plan
assets of the insurance policy of the
iNSUriNg COMPANY....ccceviiiiiiiiiiiiiiiiiieeeeeeee,
Actual yield recognized on plan assets of
the insurance policy of the insuring
COMPANY cetveeireerireenieeesireesreeeseeeeseeesaeensees

For the Year

For the Six Months For the Three Months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions
Unaudited Audited
804 386 774 397 386
27 18 16 12 34
372 379 372 379 379
(23) (8) (10) (4) (24)
1,180 775 1,152 784 775
(56) - (36) - .
26 (1) 34 (10) 29
(30) (1) (2) (10) 29
1,150 774 1,150 774 804
For the Year
For the Six Months For the Three Months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions
Unaudited Audited
27 18 16 12 34
(30) (1) (2) (10) 29
(3) 17 14 2 63
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NOTE 5:-

j-

Funds in Trust

POST EMPLOYMENT EMPLOYEE BENEFITS (continued)

1) Funds in trust are designated to cover actuarial liabilities for pension payments to pensioners with budgetary
pensions, with respect to non-pension salary components and liabilities as related to the termination of employer-
employee relationships and are invested in Government and corporate bonds, deposits and Exchange Traded

Funds, presented according to their fair value. See Note 12k to the Annual Financial Statements.

2) Changes in fair value of funds in trust designated to cover actuarial liabilities (assets according to section 116 A of

IAS 19):

Fair value of funds in trust as of the
beginning of the period.......ccccccoevevvriennennee.
Interest income from funds in trust ...........
Current refunds.......cocceeveeeeieeiiciiiieeeeee e,

Gains (Losses) with respect to
remeasurement:

Yield on plan assets (except for sums
included interest income) ......ccccceveevevenenene
Fair value of funds in trust as of the period

3)  Yield of funds in trust:

Interest income from funds in trust ...........
Gains (losses) with respect to

remeasurement of funds in trust ...............
Actual yield on funds in trust .........cccceeeneee

For the Year

For the Six Months For the Three Months ended

ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions

Unaudited Audited
1,057 1,095 1,019 1,084 1,095
28 32 14 16 63
(32) (39) - (19) (99)
19 (48) 39 (41) (2)
1,072 1,040 1,072 1,040 1,057

For the Year

For the Six Months For the Three Months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions
Unaudited Audited
28 32 14 16 63
19 (48) 39 (41) (2)
47 (16) 53 (25) 61
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NOTE 5:-

POST EMPLOYMENT EMPLOYEE BENEFITS (continued)

k. Capital Reserves with Respect to Remeasurements of Actuarial Profits (Losses), net, which were not attributed to

fixed assets and to regulatory deferral accounts (Before Tax Effect)

Balance as of the beginning of the period ..
Gains (losses) from remeasurements .........
Losses (Gains) from remeasurements
attributed to movement in the balance of a
regulatory deferral asset due to the reform

For the Year

For the Six Months For the Three Months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions
Unaudited Audited
(96) 529 3 362 529
42 109 (28) 252 (567)
24 (41) (5) (17) (58)
(30) 597 (30) 597 (96)
32 83 (22) 194 (437)

I Re-measurements which were Capitalized to Assets Cost (Fixed Assets)

Increase (decrease) in fixed assets .............

For the Year

For the Six Months For the Three Months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions
Unaudited Audited
2 (43) (8) (54) 65
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NOTE 5:- POST EMPLOYMENT EMPLOYEE BENEFITS (continued)

m. Amounts Presented in Cost of Salaries, in Expenses with respect to Liabilities to Pensioners, the results of the Reform
Agreements and other agreements, and in fixed assets

For the Year

For the Six Months For the Three Months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions
Unaudited Audited
1) Cost of Salaries Results of the Reform
Agreement and other agreements and
Expenses with respect to Liabilities to
Pensioners
Current Service CoSt.......ccovvveevveeeennn.. 41 135 (3) 64 231

Past service cost — change in the plan’s
terms following implementation of
collective agreements .........c.cccevveeenneen. 2 - 1 - 568
Cost of interest except for cost of
interest with respect to early

retirement ........cooovvvieeeeiiiiieeee e, 888 915 445 459 1,841
Interest revenues (*) ...c.ccoeeveveviieeennns (1,119) (1,172) (564) (591) (2,354)
Costs due to early retirement and other
COSES 1evriuiitiiristeeee e et et e s e see et seeereennns 19 15 7 8 32
Total cost recognized in salaries cost
with respect to liabilities to pensioners (169) (107) (114) (60) 318

2) Income with respect to Liabilities to
Pensioners only
Cost of interest except for cost of
interest with respect to early

retirement ........ooooveeeeiiiiie . 527 544 265 273 1,094
Interest revenues (*)......ccccceveeeeieeeeenns (690) (729) (346) (366) (1,464)
Costs due to early retirement and other
(ol 1 YR 17 12 7 7 29
Total cost recognized in income with
respect to liabilities to pensioners........ (146) (173) (74) (86) (341)

(*)  For plan assets and funds in trust
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NOTE 5:- POST EMPLOYMENT EMPLOYEE BENEFITS (continued)

n. Main Actuarial Assumptions Applied to the Actuarial Liability and Plan Assets

For the Year

For the Six Months ended June ended
30 December 31
2025 2024 2024
NIS in millions
Unaudited Audited
The weighted real discount rate for the end of the period grossed
in the present value of the obligation ........ccccccoecieeiiiieeccieeee, 2.97% 3.61% 2.99%
Nominal rate of return used to calculate the interest cost............ 5.52% 5.99% 5.99%
Anticipated annual nominal rate of return grossed in the fair
value of plan assets ......ccevveeiiiiiiien e 5.52% 5.99% 5.99%
Average liability lifetime .......ccoceveiieiiiine e 13.19 years 13.01 years 13.6 years
Real update of salaries during the working period........cccccccuu... Personal salary development model of the active

employees (according to the salary table +
promotion in ranks according to the work
agreements + seniority promotion + personal
promotion assessment in addition to the
implementation of the salary agreement signed in
the public sector on July 17, 2023 for the years
2020-2027 and regarding determination of the
determining salary for employees that will retire
from 2028 onwards, the Company assumes an
annual salary erosion of approximately 0.90% in
real terms (an estimate that has been determined
by taking into account past experience and is
derived from a forecasted inflation rate).

Regarding real update of pension sums after employment termination and pensioners’ mortality and survivors including
mortality data update see Note 120 to the Annual Financial Statements.

o. Analysis of sensitivity of main actuarial assumptions as of June 30, 2025 (in NIS millions):
Increase in Decrease in
Actuarial assumptions Change % liability Change % liability
Rate of interest for capitalization.................... (0.1) 392 0.1 384
Rate of salary annual increase assumption for
the years after 2027 .......oeeeveeeeeeeeeeeeereene 0.5 154 (0.5) 150

Manner of determining the sensitivity — the actuarial liability for each of the aforementioned actuarial assumptions was
calculated once according to the base assumption (as appears in the Financial Statements) and once according to an
adjusted assumption (according to a specific scenario), and the increase (decrease) was calculated in respect of the
change of this assumption.

p. The funds for pensions cover all the liabilities of the Company to employees included in the pension plan, assuming that
the employees will retire in accordance with the accepted actuarial estimates.

In the event that all employees included in the pension plan are discharged immediately, the liability amount for these
employees is significantly higher than the liability amount presented in the Financial Statements. The Management of
the Company estimates that such an event is not expected.
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NOTE 6:- BALANCE OF REGULATORY DEFERRAL ACCOUNTS

a. For additional information regarding regulatory deferral accounts see Note 15 to the Annual Financial Statements.
b. Details of the amounts and transactions in regulatory deferral accounts for the six months ended on June 30, 2025:

Transactions for the six

months ended on June 30, Period
Balance 2025 Classification Balance  remaining
As of for refund/
January 1, Creation/ Refund / As of June cancellation
2025 recognition  cancellation 30, 2025 Years
(NIS millions)
Audited Unaudited
Debit balance of regulatory deferral accounts
With respect to non-consecutive update of the fuels
CcomMpPONENt iNthe rate......cceccveciieiececiece e 175 441 (147) - 469 1
With respect t0 SOCIal Fate.......coivieriveieveeeieicreere e 408 176 (170) - 414 1
With respect to load management arrangements ..........c.......... 45 13 (23) - 35 1
With respect to gap between update date of fixed payment
COMPONENT ...eveeveteeveteeeeteeeeteeeeteseeseseeseteseseseeseseeseseeeeseseseseenens 62 19 (30) - 51 1
With respect to replacement of meters .........ccccceevvervrierereeenene. 21 103 (119) - 5 1
With respect to electricity purchases from private electricity
producers and photovoltaic installations ..........c.ccceeevevereinennenn. 509 (115) (126) - 268 1
With respect to the gap between actual rate update dates and
the theoretical rate.......ovvcveeeveeeeeceeee e 81 (134) (57) 110 - 1
With respect to linkage differentials 3,321 560 (105) - 3,776 10-45
With respect to depreciation differences and rate recognition
fOr the fiXed @SSELS ....viiieiiiiieceeieceee ettt 2,267 503 - - 2,770 1-45
With respect to reform costs.......ccovcveiiiciiiiniiiieiniee e 3,279 95 (380) - 2,994 3-45
With respect to proceeds from the sake of Eshkol..................... - - - 602 602 1-3
Total 10,168 1,661 (1,157) 712 11,384
Credit balance of regulatory deferral accounts
With respect to consumer participation in financing sites sold.. 638 - (25) - 613 11-17
With respect to a gap between actual rate update dates and
the theoretical Update.......ccocveviiieiiiiiniee, - - - 110 110 1
With respect to sale of sites 1,220 (1,286) (536) 602 - 1
With respect to the compromise agreement with the Egyptian
GaS COMPANIES .veueriiiererieeeeiesete ettt ese bbb se s b esenes 591 (33) (80) - 478 3
With respect to capacity coefficient .........cceeverirererecirieisieenns 95 12 (42) - 65 1
Total 2,544 (1,307) (683) 712 1,266
Deferred taxes with respect to part of the regulatory deferral
BCCOUNES .o 1,056 1,148
Total credit balances of regulatory deferral accounts and
deferred tax 3,600 2,414
Change
Total balance of regulatory deferral accounts, net.................. 6,568 8,970 2,402
The change in the six months ended on June 30, 2025, is divided as follows:
Movement in regulatory deferral accounts before tax, attributed to profit and 10SS (¥) ....ccveecveeiiieeiieeiece e 2,470
Movement in regulatory deferral accounts before tax, attributed to other comprehensive income (**) ......ccovcvevevceeveeceeseeeeeee 24
Change in deferred taxes included in credit balances of regulatory deferral accounts and deferred tax.....cc.ccvecvevveeereercneceesecceeseee (92)
2,402

* Movement in regulatory deferral accounts attributed to profit and 10ss, NEt OF TaX......ccveceeriiiriieeiee e 1,903
** Movement in regulatory deferral accounts attributed to other comprehensive income, net of tax .....cccccvveveverceencn e 18
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NOTE 6:- BALANCE OF REGULATORY DEFERRAL ACCOUNTS (continued)

c. Details of the amounts and transactions in regulatory deferral accounts for the six months ended on June 30, 2024:
Transactions for the six months ended Period
Balance on June 30, 2024 Classification Balance  remaining
As of Asof  forrefund /
January  Creation / Refund / For Eshkol June 30, cancellation
1,2024 recognition cancellation site sale 2024 Years
(NIS millions)
Audited Unaudited
Debit balance of regulatory deferral accounts
With respect to income balancing........cccocveeviiiiiiieieciieeenns 36 - - (36) - - 1
With respect to non-consecutive update of the fuels
component iNthe rate.........c.oeeveueeeieeceeeeeeeeeeee e 2,105 427 (42) (2,449) - 41 1
With respect t0 soCial rate .........coceveveeeeeeeeeeeeeeeeeeee e 360 191 (141) (34) - 376 1
With respect to load management arrangements................. - 46 (26) 22 - 42 1
With respect to gap between update date of fixed payment
COMPONENT ..ttt et ettt eteete st st e e eseessereeresteererens 81 12 (7) (42) - 44 2
In respect of exchange of Meters .......cceeeveeveveeeeveerecrennn 153 77 (44) (210) 24 - 1
With respect to electricity purchases from private electricity
producers and photovoltaic installations .............ccceevevrinenee. 984 151 (73) (1,002) - 60 1
With respect to the gap between actual rate update dates
and the theoretical rate .......cocceveveviienvieenieeeee e - - - - 221 221 2-3
With respect to linkage differentials .........ccccceeveveiiiivienenns 2,724 647 (211) - - 3,160 10-45
With respect to depreciation differences and rate
recognition for the fixed @ssets.........cccceevevevveveeevereeeeererenns 1,657 390 (90) (59) (47) 1,851 1-45
With respect to sale of sites.........cccceviviiviiniiiiiiiins 12 (6,507) 522 5,024 949 - 1
With respect to reform costs.........ccccoovveiviiniiiniiicinnes 3,943 93 (387) (45) - 3,604 3-45
With respect to proceeds from sale of Eshkol..........c...c....... - - - (1,477) - (1,477) -
Total 12,055 (4,473) (499) (308) 1,147 7,922

Credit balance of regulatory deferral accounts
With respect to consumer participation in financing sites

SO 1ttt 690 - (26) - - 664 12-18
With respect to the gap between actual rate update dates
and the theoretical rate .......ccoeveveeieieeceeecceeeeeee s 801 (534) (133) (308) 174 - 1-3
With respect to electricity purchases from private electricity
producers and photovoltaic installations - - - - 24 24 1-2
With respect 1o sale of SiteS ......ccevvviiiiiiiieiriiie e - - - - 949 949 1
With respect to the compromise agreement with the
Egyptian Gas COMPANIES ......cceveveveverereeeeeerereseeeeesenesesesesenns 742 41 (87) - - 696 5
Total 2,233 (493) (246) (308) 1,147 2,333
Deferred taxes with respect to part of the regulatory
deferral aCCOUNES ......cveceevecveeeeeeeeee e 978 1,000
Total credit balances of regulatory deferral accounts and
deferred tax 3,211 3,333
Change

Total balance of regulatory deferral accounts, net............. 8,844 4,589 (4,255)
The change in the six months ended on June 30, 2024, is divided as follows:
Movement in regulatory deferral accounts before tax, attributed to profit and 10SS () .....cceererrirreiere e (4,192)
Movement in regulatory deferral accounts before tax, attributed to other comprehensive inCome (**).....cccveceevceerieeciece e (41)
Change in deferred taxes included in credit balances of regulatory deferral accounts and deferred taX......cccocveceereeeieenieeciese e (22)

(4,255)
(*) Movement in regulatory deferral accounts attributed to profit and [0SS, Nt OF TAX ....ccvieciiiiiiiiiecieecee et (3,228)
(**) Movement in regulatory deferral accounts attributed to other comprehensive income, net of taxX ......ccccevevveceeicieccie e, (32)
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NOTE 6:- BALANCE OF REGULATORY DEFERRAL ACCOUNTS (continued)

d. Details of the amounts and transactions in regulatory deferral accounts for the three months ended on June 30, 2025:

Transactions for the three

months ended on June 30, Period
Balance 2025 Classification  Balance  remaining
As of for refund/
April 1, Creation / Refund / As of June cancellation
2025 recognition  cancellation 30, 2025 Years
(NIS millions)
Audited Unaudited
Debit balance of regulatory deferral accounts
With respect to non-consecutive update of the fuels
compOoNeNnt iN the rate.......ccoueveveeeeeeceeeeeeeee e 331 166 (28) - 469 1
With respect t0 SOCial Fate.........ooveueveveeeeeeeeeeeeeereeee e 414 85 (85) - 414 1
With respect to load management arrangements ..................... 41 5 (12) - 35 1
With respect to gap between update date of fixed payment
COMPONENT .vvveeeeteete ettt et et et e see s et ereesseteeteseesreneeseensenens 46 19 (14) - 51 1
With respect to replacement of meters ........ccoevvveveeverveveienne 15 49 (59) - 5 1
With respect to electricity purchases from private electricity
producers and photovoltaic installations ...........cccceveveeevevenenene. 403 (92) (43) - 268 1
With respect to the gap between actual rate update dates and
the theoretical rate......ccviviieeeeeieececceeeeeeeee e - (86) 36 50 - 1
With respect to linkage differentials 3,526 305 (55) - 3,776 10-45
With respect to depreciation differences and rate recognition
for the fixed @SSEtS ......vveeeeiieeiiiieeee e 2,524 246 - - 2,770 1-45
With respect to proceeds from the sale of Eshkol...................... - - - 602 602 1-3
With respect to reform costs........ccocvveeiiviiieeiiie i 3,151 18 (175) - 2,994 3-45
Total 10,451 715 (434) 652 11,384
Credit balance of regulatory deferral accounts
With respect to consumer participation in financing sites sold.. 625 - (12) - 613 11-17
With respect to a gap between actual rate update dates and
the theoretical UPdate.......ccceccveeveeiieeceeceecee s 60 - - 50 110 1
With respect to sale of sites 937 (1,286) (253) 602 - 1
With respect to the compromise agreement with the Egyptian
Gas COMPANIES c.veveeeerererereieeeetere e seaeaeas 563 (48) (37) - 478 3
With respect to load management arrangements - - - - - -
With respect to capacity coefficient.........cccoevereevereririerereeennn 83 2 (20) - 65 1
Total 2,268 (1,332) (322) 652 1,266
Deferred taxes with respect to part of the regulatory deferral
BCCOUNS <.veoveeeeee e ses e sses s ssess s ssesss s ss st enssenes 1,102 1,148
Total credit balances of regulatory deferral accounts and
deferred tax 3,370 2,414
Change
Total balance of regulatory deferral accounts, net.................. 7,081 8,970 1,889

The change in the three months ended on June 30, 2025, is divided as follows:

Movement in regulatory deferral accounts before tax, attributed to profit and 10SS (¥) ....ccueeceeiieeiieeciece e 1,940
Movement in regulatory deferral accounts before tax, attributed to other comprehensive income (¥*) ......cccoeevveeeevveevieeceesee e (5)
Change in deferred taxes included in credit balances of regulatory deferral accounts and deferred taX........cccccecvveeeiiiiiiniieeeciiee e (46)
L OO 1,889
(*) Movement in regulatory deferral accounts attributed to profit and 10ss, NEt OF TaX ...cceeereeriierii e 1,495
(**) Movement in regulatory deferral accounts attributed to other comprehensive income, net of tax ....ccccvecvevevieerceeciececeeeee (4)
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NOTE 6:- BALANCE OF REGULATORY DEFERRAL ACCOUNTS (continued)

e. Details of the amounts and transactions in regulatory deferral accounts for the three months ended on June 30, 2024:

Transactions for the three months

Balance ended on June 30, 2024 Classification Balance Period
As of remaining
As of For June for refund /
April 1, Creation / Refund / Eshkol 30, cancellation
2024 recognition cancellation site sale 2024 Years
(NIS millions)
Unaudited
Debit balance of regulatory deferral accounts
With respect to income balancing.........cccceevcvieeiiieeeciieeen, 36 - - (36) - - 1
With respect to non-consecutive update of the fuels
component in therate ........... 2,101 376 13 (2,449) - 41 1
With respect to social rate 377 109 (76) (34) - 376 1
With respect to load management arrangements.............. - 46 (26) 22 - 42 1
With respect to gap between update date of fixed payment
COMPONENT .ttt ettt ettt ea et es et ee et st e s eaeseesens 87 2 (3) (42) - 44 2
In respect of exchange of meters.......ccoccveeveevecveeeeereenn, 131 86 (31) (210) 24 - 1
With respect to electricity purchases from private
electricity producers and photovoltaic installations ........... 1,025 23 14 (1,002) - 60 1
With respect to the gap between actual rate update dates
and the theoretical rate ......ccocceevvvieiiniiiec e, - - - - 221 221 2-3
With respect to linkage differentials 2,955 372 (167) - - 3,160 10-45
With respect to depreciation differences and rate
recognition for the fixed assets..........coeeveveveereerrericeereenenne. 1,852 195 (90) (59) (47) 1,851 1-45
With respect to sale of SIiteS.....cocvvveeriiriieniecee e 212 (6,507) 322 5,024 949 - 1
With respect to reform costs ........ccccocvvvieviiiiiiiiiinii 3,817 46 (214) (45) - 3,604 3-45
With respect to proceeds from sale of Eshkol that was not
Vet desiNAted .......cocuiviirierierieieeeeeee s - - - (L,477) - (1,477) 1-3
Total
12,593 (5,252) (258) (308) 1,147 7,922
Credit balance of regulatory deferral accounts
With respect to consumer participation in financing sites
SOI ettt e r e b nean 676 - (12) - - 664 12-18
With respect to the gap between actual rate update dates
and the theoretical rate .......ccooeeveveieieecececeeeeeeeee e 613 (419) (60) (308) 174 - 1-3
With respect to electricity purchases from private
electricity producers and photovoltaic installations ........... - - - - 24 24 1-2
With respect to load management arrangements............... 10 - (10) - - -
With respect to sale of SiteS.....cccccvvieiiiiiieiniiiiiieeeciee s - - - - 949 949 1
With respect to the compromise agreement with the
Egyptian Gas COMPANIES .......ccevvevevevererreeeererereseeesesesenenes 719 21 (44) - - 696 5
Total 2,018 (398) (126) (308) 1,147 2,333
Deferred taxes with respect to part of the regulatory
deferral aCCOUNTS ..cc.eeevveerieiiieeieeeceeeeeeee e 1,011 1,000
Total credit balances of regulatory deferral accounts and
deferred tax 3,029 3,333
Change
Total balance of regulatory deferral accounts, net........... 9,564 4,589 (4,975)

The change in the second quarter of 2024 is divided as follows:

Movement in regulatory deferral accounts before tax, attributed to profit and 10SS (*)....c.eeveerieerireiieeee e (4,969)
Movement in regulatory deferral accounts before tax, attributed to other comprehensive inCome (**) ....coovvveceevcersceeceree e (27)
Change in deferred taxes included in credit balances of regulatory deferral accounts and deferred taX........cccceevveeeiiiieiiciieiniieccciee e, 11
L OO (4,975)
(*) Movement in regulatory deferral accounts attributed to profit and 10Ss, NEt OF TAX ...ceecvieieeiciiecic e e e (3,828)
(**) Movement in regulatory deferral accounts attributed to other comprehensive income, net of taX........ccevvevciveceeccieecee e (13)
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NOTE 6:- BALANCE OF REGULATORY DEFERRAL ACCOUNTS (continued)

f. Details of the amounts and transactions in regulatory deferral accounts for the year ended on December 31, 2024:
Transactions for the year ended on Period
Balance December 31, 2024 Balance  remaining
As of As of for refund /
January 1, Creation/ Refund/ For Eshkol December cancellation
2024 recognition cancellation site sale Classification 31,2024 Years
(NIS millions)
Audited
Debit balance of regulatory deferral accounts
With respect to income balancing.......ccccceevcieeiiiiiininenene 36 - - (36) - - 1
With respect to non-consecutive update of the fuels
component inthe rate........cocccooeeeveueeeeeeeeeeeeeeee e 2,105 621 (102) (2,449) - 175 1
With respect to social rate 360 387 (305) (34) - 408 1
With respect to load management arrangements............... - 80 (57) 22 - 45 1
With respect to gap between update date of fixed payment
COMPONENT ....oovvveeeeeeereeeteteseee st e e tesese s esese e sesessesesesesens 81 37 (14) (42) - 62 1
In respect of exchange of meters .......ccceeveveeeeeecreereenene. 153 105 (27) (210) - 21 1
With respect to electricity purchase from private electricity
producers and photo-voltaic installations............cccceeveneen.. 984 603 (76) (1,002) - 509 1
With respect to a gap between actual rate update dates
and the theoretical tariff .........cccocoveeeeevii e - - - - 81 81 1
With respect to linkage differentials 2,724 926 (329) - - 3,321 10-45
With respect to depreciation differences and rate
recognition for the fixed assets........ccecevvevveeereeeieiereseennenns 1,657 759 (149) - - 2,267 1-45
With respect to sale of SiteS......cccceeevivieeiiiecciieeccieeecieee, 12 (6,000) 1,288 3,480 1,220 - 1
With respect to reform costs......ccccvvviveniiieiniiee e 3,943 192 (811) (45) - 3,279 3-45
Total 12,055 (2,290) (582) (316) 1,301 10,168
Credit balance of regulatory deferral accounts
With respect to consumer participation in financing sites
Held O Sl ...viiviieiieieeiececeee ettt 690 - (52) - - 638 11-17
With respect to a gap between actual rate update dates
and the theoretical update..........coceeveveeveeenierereeeeeesenes 801 (533) (33) (316) 81 - 1
With respect to sale of SiteS ......cccvvviviiiiiieiniiee e - - - - 1,220 1,220 1
With respect to the compromise agreement with the
Egyptian Gas COMPANIES ...c.ovvevereeuerireeeeieereeeneeeseeeeeeeeees 742 36 (187) - - 591
With respect to capacity coefficient........cccoceevvvevecrereenenne. - 95 - - - 95 1
Total 2,233 (402) (272) (316) 1,301 2,544
Deferred taxes with respect to part of the regulatory
deferral accounts (see Note 21 below) .....c.cecveverereeeeveennene. 978 1,056
Total credit balances of regulatory deferral accounts and
deferred tax 3,211 3,600
Change
Total balance of regulatory deferral accounts, net........... 8,844 6,568 (2,276)
The change in 2024 is divided as follows:
Movement in regulatory deferral accounts before tax, attributed to profit and 10SS (¥).....ceecvueeiieriiiie e (2,140)
Movement in regulatory deferral accounts before tax, attributed to other comprehensive income (**)......ccvecevvceereeeciece e (58)
Deferred taxes included in credit balances of regulatory deferral accounts and deferred tax ......cceceeceerceerieecee e (78)

Reclassification

(2,276)
* Movement in regulatory deferral accounts attributed to profit and 10SS, NET OF TAX c...cccveiiiiiiiieiieccee et saeeree e (1,649)
** Movement in regulatory deferral accounts attributed to other comprehensive income, Net of taX ......cccceeceevcieeiiecceece e (45)
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NOTE 6:- BALANCE OF REGULATORY DEFERRAL ACCOUNTS (continued)

g. Regulatory accounts are measured on a non-capitalized basis. In some cases, the non-capitalized balance accumulates
interest until the collection date in accordance with the interest rate determined by the Electricity Authority, as
applicable. For additional details, see Note 3i of the Annual Financial Statements.

h. For details regarding the Authority's decision regarding the value of the land at the Eshkol site and its impact on the
balances of regulatory deferral accounts, see Note 3e.
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NOTE 7:-

a.

b.

DEBENTURES AND LIABILITIES TO BANKING CORPORATIONS AND OTHERS

Material Fundraisings and Repayments:

1. Material Fundraisings during the Financial Statements period

On May 12, 2025, the Company raised a total of approximately NIS 960 million through the issuance of negotiable
debentures Series 36 and 37 pursuant to a Shelf Prospectus dated April 18, 2024 as detailed below:

Series 36 (index-linked) — in the amount of NIS 387 million par value for a consideration of NIS 387 million,
before issuance expenses (a price of 100 Agorot to NIS 1 par value), at a nominal interest rate of 2.99%
(effective yield to maturity — 3.01%). The debentures principal shall be repaid in one installment on May 11,
2034.

Series 37 (index-linked) — in the amount of approximately NIS 573 million par value for a consideration of
approximately NIS 573 million, before issuance expenses (a price of 100 Agorot to NIS 1 par value), at a
nominal interest rate of 3.26% (effective yield to maturity — 3.29%). The debentures principal shall be repaid
in one installment on May 11, 2041.

2. Material repayments during the Financial Statements period

a) On February 9, 2025, the Company carried out an early repayment of the entire loan principal in the total
amount of NIS 1,500 million borrowed from banking corporations in Israel in November 2021.

b) On February 28, 2025, negotiable debentures from Series 29 were partially repaid in the amount of
approximately NIS 1,478 million par value (an amount of approximately NIS 1,732 million including linkage
differentials) that were issued by the Company on the Tel Aviv Stock Exchange pursuant to a Shelf Prospectus
dated November 27, 2015.

¢) On May 7, 2025, private (non-negotiable) debentures from the "Linked Electric Linked 2029" series were
partially repaid in an amount of approximately NIS 128 million par value (a total of approximately NIS 149
million including linkage differentials) issued to institutional investors in 2014.

Credit rating:

Below are updates on rating in the Financial Statements' period:

International
rating

Rati Th j f Th f
ating e subjt?ct o Date Rating | Outlook e.naturt_e o
company the rating rating action

Rating ratification, removal
Issuer and Senior from watch list with
. January 29, . Lo "
S&P Global Secured Foreign 2025 BBB+ Negative | negative implications and
Ratings Currency Debt determining negative
Rating outlook

May 20, 2025 BBB+ Negative | Rating ratification

Local rating

Rating ratification, removal

Issuer and Senior from watch list with
February 5, . . Lo
Secured Local ilAAA | Negative | negative implications and
S&P Maalot 2025 . .
Currency Debt determining negative
Rating outlook

May 26, 2025 ilAAA | Negative | Rating ratification

Rating upgrade and change
Aaa.il Stable of outlook from positive to
stable

Debenture rating March 31,

Mid
\droog in local currency 2025

For additional details regarding the Company's credit rating, see Note 20g to the Annual Financial Statements.
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NOTE 7:- DEBENTURES AND LIABILITIES TO BANKING CORPORATIONS AND OTHERS (continued)

c. Terms of the Company's financing agreements which might result in immediate repayment:

The Company's financing contracts include provisions that provide the lender with the right to demand immediate
repayment of the unpaid balance of the loan and the accrued interest. For details, see Note 20e to the Annual Financial
Statements.

In the Company's opinion, at the time of reporting and on the Financial Statements approval date, none of the lenders
with whom it has contracted have grounds to demand immediate repayment of the Company's debt to them, including
with regard to compliance with the MAC conditions.
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NOTE 8:- REVENUES

a. Demand for electricity in Israel is seasonal. In this context, the seasons are defined as summer (the months of June to
September), winter (the months of December through February) and the transitional seasons — spring (the months of
March to May) and autumn (the months of October to November).

Demand is higher in summer (due to the use of air conditioners) and in winter (due to the use of heaters) in comparison
to the transitional seasons. In summer and winter, the average electricity consumption is higher than during the
transitional seasons and is even characterized by peak demand due to extreme conditions of heat or cold.

In addition, the Company's revenues in the various seasons are affected by changes in rates for consumers paying in
accordance with load and time, since average load and time rates are higher in summer and winter, in comparison to
the load and time rates in the transitional seasons.

b. Composition:
For the Year

For the Six Months For the Three Months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
NIS in millions
Unaudited Audited
Revenue from the sale of electricity .......... 9,846 9,770 4,782 5,048 21,789
Revenue from the sale of infrastructure
services and system management.............. 737 458 378 249 1,073
Revenue from the sale of electricity to the
East Jerusalem Electric Company and the
Palestinian Authority ......cccccccveveiierinieennne 1,595 1,226 559 602 2,979
Other income (1) .eecveeceeecieecieeeeeecieeenene 139 127 54 62 343
12,317 11,581 5,773 5,961 26,184

(1) Mainly included in the sectors of distribution, supply and activity that is not part of the electricity chain.

Rate update

On January 1, 2025, the domestic consumer tariff increased by approximately 3.5% compared to the tariff published on
February 1, 2024.

For additional details regarding updates of the electricity rate, see Note 27 to the Annual Financial Statements.

c. Scope of sales arising from electricity purchases:
For the Year
For the Six Months For the Three Months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
Unaudited Audited
Electricity sales of the Company (in millions
OF KWh) (*) oo 22,019 22,466 10,750 11,545 48,692
Scope of electricity purchases by the
Company (in millions kWh) 8,761 8,324 4,306 4,645 19,856
Their part of the total electricity sales of
the CompPany (i %) ......coeeereeeeeeeeerreen. 40% 37% 40% 40% 41%

(*) Without infrastructure services which are mainly electricity transmission and distribution services provided for
private electricity producers and private suppliers.
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NOTE 9:-

AGREEMENTS, CLAIMS, CONTINGENT LIABILITIES, AND LABOR DISPUTES

a. Agreements

1.

Gas Agreements

Further to Note 35al to the Annual Financial Statements, the Company and Tamar Partners are still in the midst
of the negotiation process regarding the opening of the price for the minimum quantity and the parties have not
yet reached a binding agreement.

After the Statement of Financial Position date, on July 24, 2025, the Company entered into a non-binding
memorandum of understanding with Tamar Partners (as defined below) regarding the price opening for the
minimum quantity, as stipulated in the agreement for the purchase of natural gas from the Tamar reservoir
between the Company and Tamar Partners dated March 2012 (as amended in July 2021).

The following are the main points of the understandings reached between the Company and most of Tamar
partners, with the exception of Tamar Petroleum Ltd., Tamar Investment 2 Limited and Union Energy & Systems 2
Ltd. (hereinafter: "Tamar Partners" and "the other partners", as applicable) as reflected in the Memorandum of
Understanding:

1. The gas price for the minimum quantity of natural gas that the Company is obligated to purchase under the
Tamar Agreement (the TOP mechanism) will be reduced by the lower of percentages of the maximum
reduction rate set forth in the Tamar Agreement, effective January 1, 2025.

2. The operating gas price for the period commencing on July 1, 2028 and ending on December 31, 2030, will
increase by the lower of percentages of the maximum increase rate set forth in the Tamar Agreement.
Accordingly, the opening clause of the operating gas price set forth in the Tamar Agreement as of July 1, 2028
will be cancelled.

3. During the years 2026-2028, the Company will purchase additional gas quantities from Tamar Partners in
excess of the daily commitments set forth in the Tamar Agreement, up to a maximum of 200,000 MMBTU
per day, at a price higher than the Tamar Agreement price and lower than the price set forth in the Company’s
SPOT agreements with other gas suppliers. The purchase of the additional gas quantities as aforesaid is
conditional on the availability of gas in the reservoir and subject to the Company’s operational needs.

4. The Tamar Agreement period will be extended until December 31, 2035 (the period that will begin on January
1, 2031 and end on December 31, 2035 will be referred to hereinafter as: “the Additional Period”). During
the Additional Period, an annual amount of gas of approximately 2-3 BCM will be supplied. The Company will
be entitled to extend the Additional Period until December 31, 2036, under the terms set forth in the
Memorandum of Understanding.

5. Thefinal agreement to be signed between the parties will be subject to the approval of the competent organs
of the parties and any regulatory approvals that may be required.

6. The Memorandum of Understanding will remain in effect until the earlier of: (a) the signing of a final
agreement; and (b) the expiration of a period of 90 days from the date of signing the Memorandum of
Understanding (unless extended by written agreement of the parties).

In addition, according to the Memorandum of Understanding, the parties will allow the other partners to join as
additional parties to the Memorandum of Understanding within a period of 30 days from the date of its signing,
or a longer period as agreed between the parties. To the extent that at the end of said period the other partners
do not join as additional parties as stated, it was agreed that the parties (even without the other partners) will
negotiate in good faith to enter into a new agreement based on the same principles of the Memorandum of
Understanding.

Since the understandings reached are not binding as stated above, the gas expenses in the first half of 2025 were
recorded in accordance with the binding agreement in effect as of the Financial Statement date.

For additional details regarding the Company's agreements for supply of natural gas from the "Tamar", "Leviathan"
and "Karish" fields, see Note 35a to the Annual Financial Statements.
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NOTE 9:-

b.

AGREEMENTS, CLAIMS, CONTINGENT LIABILITIES, AND LABOR DISPUTES (continued)

Contingent Claims and Liabilities:

1. Following are the main changes that occurred up to the date of approval of the Financial Statements in respect of
requests to certify class actions and petitions approved as class actions that were filed against the Company in
relation to that detailed in Note 35b to the Annual Financial Statements:

a)

b)

d)

f)

g)

On May 11, 2025, an application for approval of a class action was filed against the Company in an amount of
NIS 21 million alleging that the Company overcharges its customers for transactions by credit card. The
Company must submit its response to the application by October 22, 2025. At this preliminary stage of the
proceedings, the Company's legal advisors are unable to assess the prospects of the application being accepted.

On March 24, 2025, a request for permission to send a notice to third parties was filed against the Company
and additional parties in the Beersheva District Court as part of an application to approve a class action for
delays in the delivery of apartments in a project established by the petitioner in Bnei Brak in the amount of NIS
79.4 million. On May 27, 2025, the Company submitted its response to the request. A hearing on the class
action request was scheduled for November 23, 2025.In view of the preliminary stage of the proceedings, the
Company's legal advisors are unable to assess the prospects of the application being accepted.

Further to that stated in Note 35bla to the Annual Financial Statements regarding an application to approve a
class action alleging discrimination against minority shareholders that was rejected in a judgment dated May
16, 2022, which was appealed on September 8, 2022. On June 26, 2025, the State and the appellants submitted
their arguments regarding the purchase value. The Company submitted an agreed request to extend the date
for submitting the second round of the parties' arguments with respect to the value of shares until August 26,
2025. The Company's legal advisors estimate that with regard to the appeal against the Company, it is more
likely than not that the appeal will be dismissed.

Further to that stated in Note 35b1b to the Annual Financial Statements regarding the application to approve
a class action regarding environmental hazards from coal dust and coal ash at the Orot Rabin power station in
Hadera, on April 24, 2025, a compromise arrangement was submitted to the Court for an immaterial amount.
On May 25, 2025, the applicants submitted the application for approval of the compromise arrangement to the
Attorney General’s representative. In addition, in accordance with the same decision, an announcement
regarding the compromise arrangement was published in the press and on the Company's website. The
Attorney General will submit her position by September 7, 2025. The Company's legal advisors estimate, at this
stage of the proceeding, it can be said that it is more likely than not that the application for approval in its
current form will not be approved and it is more likely than not that the case will end in a compromise
arrangement for an insignificant amount.

Further to that stated in Note 35ble to the Annual Financial Statements regarding the application for approval
of a class action alleging artificial and deliberate inflating of project costs, a mediation process was held
between the parties. The Court ordered the parties to return and update regarding the mediation process by
October 19, 2025. At this preliminary stage of the procedure, before the evidentiary process begins, it can be
assessed, with all due caution, that it is more likely than not that the application for approval will be rejected.

Further to that stated in Note 35b1f to the Annual Financial Statements alleging violation of the provisions of
the collection proceedings criteria taken by the Company unlawfully, on April 7, 2025, the parties notified the
Court that they have reached understandings in principle and that they had begun drafting a compromise
arrangement. After the Statement of Financial Position date, on August 7, 2025, the Court decided that the
parties must submit the application to approve the compromise arrangement by August 20, 2025. At this stage
of the proceedings, the Company's legal advisors estimate that it is more likely than not that the compromise
arrangement between the parties for an insignificant amount for which a provision was made in the Financial
Statements will be filed and approved by the Court.

Further to that stated in Note 35b1h to the Annual Financial Statements regarding the consideration paid by
the Company to its customers who request to connect to the electricity grid for the construction of transformer
rooms. The parties are conducting negotiations in an attempt to reach agreements out of Court. The applicant
must submit its position and update the results of the negotiations between the parties by September 1, 2025.
At this preliminary stage of the procedure, before the evidentiary process has begun, in the assessment of the
Company's legal advisors, it is more likely than not that the application for approval will be rejected.

56



THE ISRAEL ELECTRIC CORPORATION LIMITED

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS AS OF JUNE 30, 2025

NOTE 9:-

b.

AGREEMENTS, CLAIMS, CONTINGENT LIABILITIES, AND LABOR DISPUTES (continued)

Contingent Claims and Liabilities: (continued)

1. (continued)

h)

k)

m)

Further to that stated in Note 35b1li of the Annual Financial Statements regarding the application to approve a
class action alleging the issuance of a declaratory order according to which the Company acted contrary to the
provisions of the Law and the issuance of an injunction instructing the Company to amend the "Call Back"
service, on April 23, 2025, a ruling was issued confirming the settlement agreement reached between the
parties, whereby the Company will pay an immaterial amount to the fund for management and distribution of
funds established by virtue of the Class Actions Law. As for the future arrangement, it was ruled that Call Back
will be answered without delay by a representative available for the call, with the call itself possibly being
routed via an automated mechanism. This concluded the proceedings.

Further to that stated in Note 35b1j of the Annual Financial Statements regarding the application to approve a
class action alleging that the Company does not credit anyone charged by the Company for the cost of sending
a notification before disconnection (bill payment alert) despite receiving the notification via e-mail in
accordance with the criteria, on May 28, 2025, the District Court issued a ruling approving the request to
withdraw and the termination of the case for an immaterial amount, which has already been refunded by the
Company to consumers.

Further to that stated in Note 35b1k of the Annual Financial Statements regarding the application to approve
a class action alleging that two payment components, within the fixed payment that the Company collects from
consumers, are prohibited components that constitute fees the collection of which is prohibited under the
Consumer Protection Law. The parties submitted their summations. The Company's legal advisors estimate
that it is more likely than not that the application for approval will be rejected.

Further to that stated in Note 35b1l of the Annual Financial Statements regarding the approval of a class action
lawsuit in excess of NIS 2.5 million alleging unlawful overcharging for a fixed payment in distribution and a fixed
payment in supply at an incorrect rate and with an incorrect billing frequency. After the Statement of Financial
Position date, on July 21, 2025, the applicant submitted to the Court an agreed application for withdrawal with
no order for compensation and professional fees. On August 11, 2025, the Court approved the agreed-upon
withdrawal request.

Further to that stated in Note 35b1m of the Annual Financial Statements regarding the approval of a class
action on the charging of meter reading fees in cases where a smart meter is installed and the Company does
not perform meter reading, after the Statement of Financial Position date, on July 10, 2025, a pre-trial hearing
was held. At this preliminary stage of the proceedings and considering that a request for approval of a similar
class action filed against the Company ended with the applicants withdrawing from the request for approval
after two pre-trial hearings were held and after receiving the position of the Electricity Authority, the
Company's legal advisors estimate that it is more likely than not that the application for approval will be
rejected.

Further to that stated in Note 35b2a to the Annual Financial Statements regarding the approval of a class action
regarding the claim that the Company is causing prolonged and unreasonable delays in sending the account
recommendations and/or transferring payments due to private electricity producers for the generation of
electricity transferred by them to the national electricity grid, as well as, failing to pay arrears interest due to
these producers for such delays, contrary to the agreement between the parties and/or the binding criteria on
the Company and/or the provisions of the Law, a mediation procedure is underway between the parties. The
Company will submit a response to the approval application if the mediation procedure is unsuccessful. Given
the preliminary stage of the procedure, the Company's legal advisors are unable to assess the chances of the
application being approved.
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NOTE 9:-

b.

AGREEMENTS, CLAIMS, CONTINGENT LIABILITIES, AND LABOR DISPUTES (continued)

Contingent Claims and Liabilities: (continued)

1. (continued)

n)

p)

qa)

Further to that stated in Note 35b2b to the Annual Financial Statements regarding the approval of a class action
on the grounds that in the absence of the possibility for people with disabilities to perform meter readings
themselves, since, according to the applicant, the electrical cabinet and the meter are not accessible, people
with disabilities are prevented from reporting self-reading in situations where the Company has performed an
estimate. Regarding the approval of a class action on the grounds that the electricity meters are not accessible
to people with disabilities and therefore they cannot benefit from self-meter reading service, with respect to
the first application, disputes arose between the parties regarding the compromise agreement that was
formed. With respect to the second application, an additional pre-trial hearing was held on June 5, 2025, in
which the Court proposed a compromise outline and the parties are working to formulate the wording of the
agreement. In light of the fact that the compromise agreement in the second application will also apply to the
members of the group in the first application, on June 9, 2025 the applicant in the first application filed a motion
to stay proceedings in the second application, which was denied by the Court on June 12, 2025.

The applicant in the first application also filed a motion to rule on the Company's motion to strike off one of
the applications, as well as a motion to review the file in the second application. After the Statement of
Financial Position date, on July 10, 2025, the Company filed a notice stating that it did not object to granting
the applicant in the first application the right to review the file in the second application, and subsequently a
decision was issued granting him the right for review. In addition, the Company filed a response to the motion
to rule on strike off motion and clarified that in light of the compromise agreement being formed between the
parties in the second application, the second application should be stricken off. Also on July 10, 2025, the
parties in the second application filed a motion to approve a compromise agreement based on a Court
proposal. On July 13, 2025, a decision was made stating that in light of the request of the attorney in the first
application to receive a decision on the strike off request, it is proposed that the parties try once again to
examine the possibility of including the applicant in the first application in the compromise arrangement. On
July 14, 2025, the applicant in the second application submitted a notice according to which he agrees to allow
the applicant in the first application to join the compromise arrangement reached in the second application.
The applicant in the first application has not yet submitted his position on the matter. A hearing is scheduled
for November 2, 2025. The Company's legal advisors estimate that if the applicant in the first application joins
the settlement agreement, it is more likely than not that both proceedings will end in an immaterial amount.
However, as of the Financial Statements date, the applicant in the first application has not joined the settlement
agreement.

Further to that stated in Note 35b2c of the Annual Financial Statements regarding the approval of a class action
lawsuit alleging that the Company does not fulfill its obligation according to the criteria regarding the
installation of a smart meter within 60 days from the date of referral. After the Statement of Financial Position
date, on July 10, 2025, the Company advised that the negotiations held between the parties ended with no
agreements. An evidentiary hearing was scheduled for November 23, 2025. In view of the preliminary stage of
the proceedings, the Company's legal advisors cannot estimate the prospects of the application being
approved.

Further to that stated in Note 35b2d to the Annual Financial Statements regarding the approval of a class action
on the grounds that the Company collects from electricity producers with whom accounting is done according
to the flow-through method, unlawful charges for " domestic systemic cost charging" as a result of an incorrect
calculation that does not comply with the Electricity Authority's decision, a first pre-trial meeting was held on
March 20, 2025, in which it was proposed by the Court that the Company examine whether it is possible to
transfer initial data to the applicant regarding the size of the group and on the basis of this data the parties will
consider how to continue conducting the procedure. The Company is reviewing the Court's proposal and has
not yet decided how to continue conducting the procedure. In the assessment of the Company's legal advisors,
it is more likely than not that the application for approval will be rejected.

Further to that stated in Note 35b2e of the Annual Financial Statements regarding the approval of a class action
lawsuit alleging an excess charge of arrears interest as part of the payment of electricity bills, following
mediation sessions that were held between the parties, the parties reached agreements in principle regarding
the manner of concluding the proceeding with a compromise that must be submitted to the Court as part of
an application for approval of a compromise arrangement. The amount of the compromise in an immaterial
amount was provided for in the Financial Statements.
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b.

AGREEMENTS, CLAIMS, CONTINGENT LIABILITIES, AND LABOR DISPUTES (continued)

Contingent Claims and Liabilities: (continued)

1. (continued)

r)

t)

Further to that stated in Note 35b2f to the Annual Financial Statements regarding the approval of a class action
alleging that the Company is not careful to provide compensation that reflects the real value of the damages
caused to the consumer in a request for compensation for damage to an electrical appliance, by delaying
providing a satisfactory response, transferring the compensation by check by mail and not by the consumer's
means of payment known to it and in its possession, and causing financial damage to consumers when the
compensation is eroded in the absence of linkage to the consumer price index and without payment of
additional interest from the date the consumer applied for compensation. A hearing in the case has been set
for October 20, 2025. Given the preliminary stage of the procedure, the Company's legal advisors are unable
to assess the chances of the application being approved.

Further to that stated in Note 35b3aa of the Annual Financial Statements regarding a class action in the sum of
approximately NIS 5,000 million that was approved against the Company regarding an allegation of illegal salary
payments, and further to that stated in Note 35b3a regarding the request for approval of a class action in the
amount of approximately NIS 2,000-3,000 million, an update notice will be submitted to the Court on the
progress of the mediation process by June 16, 2025. Another notice will be filed by the parties until September
9, 2025. The Company’s legal advisors estimate remains without change as set forth in Note 35b3a of the
Annual Financial Statements.

Further to that stated in Note 35b3ab to the Annual Financial Statements regarding the approval of a class
action lawsuit alleging discrepancies between the rate and method of calculating the meter reading and the
amount of the credit for not reading the meter, on June 3, 2025, the Company filed a statement of defense in
the case. The first pre-trial date was set for September 29, 2025. At this preliminary stage, the Company's legal
advisors are unable to assess the prospects of the lawsuit.
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AGREEMENTS, CLAIMS, CONTINGENT LIABILITIES, AND LABOR DISPUTES (continued)

b. Contingent Claims and Liabilities: (continued)

For details regarding the monetary demands of fixed asset contractors, see Note 35b6d of the Annual Financial
Statements.

Further to that stated in Note 35b to the Annual Financial Statements, there were no additional material changes
in the reporting period and thereafter in material claims, monetary demands, other contingent liabilities and other
legal proceedings in relation to that stated in the Annual Financial Statements, except for the aforesaid changes.

With regards to contingencies related to environmental protection laws, see Note 1g above.

Further to that stated in Note 35b6a to the Annual Financial Statements regarding municipal tax claims, there are
demands against the Company for municipal taxes in amounts exceeding the provision by about NIS 253 million,
in the Management's estimate, the provision adequately reflects the costs with respect to the said claims where it
is more likely than not that they will be paid. The decrease in the amounts of demands is primarily due to the
payment of a settlement agreement with Ashkelon Municipality in the amount of NIS 29 million that was paid in
the reported period for a final settlement of all municipal taxes until the end of 2024 for the power stations in the
city.

Further to that stated in Note 35b6c to the Annual Financial Statements, regarding fees and betterment levies, on
April 23, 2025, a betterment levy assessment of NIS 117 million was received by the Company for the Rutenberg
site for plans for converting the units to natural gas (NOP 37) and a work plan approved regarding the connection
of the site to the gas system. As of the Financial Statements approval date, the Company's legal advisors are unable
to assess the exposure in their respect.

Regarding the betterment levy for the two CCGTs at the Orot Rabin site in a total amount of NIS 575 million, on
December 2, 2024, the Court decided to schedule the case for hearing and also ordered the Attorney General to
consider presenting her position and submitting a report. The deadline for submitting her position is 21 days before
the hearing date, which has not yet been set. As of the approval date of the Financial Statements, the Company's
legal advisors are unable to estimate the exposure in their respect, among other things, due to the lack of material
factual information regarding these cases, given their legal complexity and the failure to receive a response from
the relevant Local Authority to the claims raised by the Company.

In the event that the Company is required to pay any amounts, these will be included in fixed assets and the
Company will request that the Electricity Authority recognize these amounts as part of the electricity rate.

Further to that stated in Note 21c to the Annual Financial Statements on the subject of income tax assessments of
the Company and the Coal Company:

a) The objection date for the Company's tax assessments has been extended until February 1, 2026. The position
of the Company's professional advisors remains unchanged from that detailed in the Annual Financial
Statements. Accordingly, no provision was recognized in the Financial Statements for the above assessments.

b) Regarding the objection submitted by the Coal Company to the Tax Authority, as of the Financial Statements
approval date, no assessment order was issued to the Coal Company. Therefore, since the period in which
the Tax Assessment Officer may determine the assessment by order expired on April 26, 2025, the tax years
2018 and 2019 have become statutorily barred. As for the tax years 2020-2022, and as per an opinion the
Coal Company received from its legal advisors the period in which the Tax Assessment Officer may determine
an assessment has not yet elapsed, given that four years have not yet passed from the end of the tax year in
which the reports for these years were submitted. However, in light of the objection hearings held to date,
and in light of the fact that the tax assessment officer did not issue an assessment order for the tax years
2018-2019 and considering that the strength of the Coal Company's arguments also applies to the tax years
2020-2022, it is more likely than not that the Coal Company's arguments will be accepted in relation to those
years. Therefore, based on the above opinion, no provision was recognized in the consolidated Financial
Statements or in the Coal Company's reports in respect of the above assessments. The estimated amount of
assessments as of June 30, 2025 required for these tax years is approximately NIS 222 million.
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NOTE 9: - AGREEMENTS, CLAIMS, CONTINGENT LIABILITIES, AND LABOR DISPUTES (continued)

c. Labor disputes

Further to that stated in Note 35c to the Annual Financial Statements regarding labor disputes, and the labor dispute
received by the Company on April 6, 2025, on the subject of a "Notice of Strike or Shutdown" pursuant to Sections 5A-
5B of the Labor Disputes Settlement Law, 1957, which is directed towards the purchasers of the Ramat Hovav Power
Station (Orot Yosef) and towards the Company.

After the Statement of Financial Position date, on July 2, 2025, the management of Orot Yosef power station filed a
request for an injunction with the Beersheva Regional Labor Court against anticipated organizational measures
announced by the Histadrut at the power station. The request was filed against both the station management and the
Company as the employer of the loaned workers at the site.

As part of the request, no claims were raised against the Company and no relief was sought against it. At the conclusion
of the hearing that day in Court, an agreement was reached between the station management and the Histadrut
regarding the continuation of negotiations between the parties, and the holding of workers' meeting at the station.

The Histadrut announced that if it subsequently requests to take organizational measures, at least 4 working days' notice
will be given. In light of this, the case was closed.

The Company was not required to take part in the aforementioned agreements concerning the relationship between
the station management and the Histadrut, with respect to the period after the end of the loan period, which ends in
December 2025.

d. Investment in CyberGym Control Ltd.

Further to that stated in Note 11f to the Annual Financial Statements, as of the Financial Statements Approval date, the
transaction for the sale of CyberGym shares dated January 30, 2025 has not yet been completed and there is significant
doubt that it will be completed, if at all. The failure to complete the transaction is not expected to have a material
impact on the Company's results of operations.
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NOTE 10:-  FINANCIAL INSTRUMENTS

a. Financial instruments measured at fair value for disclosure purposes only

The book value of certain financial assets and liabilities, including cash and cash equivalents, trade receivables, current
and long-term assets, short term investments, deposits, long and short-term credit, trade payables, other current
liabilities are presented at or close to their fair value.

Book value Fair Value
As of As of
As of June 30 December 31 As of June 30 December 31
2025 2024 2024 2025 2024 2024
(in NIS millions)
Unaudited Audited Unaudited Audited

Financial liabilities — level 1
Long term debentures (including
current maturities and interest
payable)
Fixed interest negotiable
debenturesin Israel ......cccccvveeeeennne. 26,003 22,811 26,510 25,974 21,645 26,116
Financial liabilities — level 2
Debentures and long-term loans
(including current maturities and
interest payable)
Long term loans at fixed interest ..... 2,013 1,965 1,999 1,975 1,912 1,957
Long term loans at variable interest 150 1,840 1,741 152 1,846 1,745
Fixed interest non-negotiable
debenturesin Israel .......cccceeeunnenn. 634 777 781 648 797 799
Fixed interest non-negotiable
debentures abroad..........cccevvvnennnnnn. 8,394 13,927 8,966 8,446 13,560 8,993

For details regarding the policy of determining fair value see Note 26j to the Annual Financial Statements.
For details of classification of the financial instruments according to levels see section b below.

62



THE ISRAEL ELECTRIC CORPORATION LIMITED
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS AS OF JUNE 30, 2025

NOTE 10:-  FINANCIAL INSTRUMENTS (continued)

b. Hierarchy of Fair Value of Instruments Measured at Fair Value

Following are details of the financial instruments of the Company that are measured at fair value through profit and loss
and the cash flow hedging reserve according to levels:

Classification of the financial instruments that are measured at fair value is based on the lowest level in which substantial
use is made for measuring the fair value of the instrument in general.

Level 1: Quoted (unadjusted) prices of assets and financial liabilities in active markets.

Level 2: Data thatis not quoted prices included in level 1, but that are observed directly (i.e. prices) or indirectly (data
derived from prices), regarding assets and financial liabilities.

Level 3: Data regarding financial assets and financial liabilities that are not based on observed market data.

The hedge transactions, located at level 2, are calculated according to fair value that is based on observed interest

curves.
As of June 30, As of June 30, As of December
2025 2024 31,2024
Level 2
(NIS in millions)
Unaudited Audited
Financial assets
Swap transactions designated for cash flow hedging . 160 654 397
Other swap and forward transactions...........cccccueeeunee 322 329 369
Financial liabilities
Swap transactions designated for cash flow hedging . 242 244 140
Other swap and forward transactions...........cccceeeuee. 994 1,471 942
Total liabilities (assets) with respect to hedge
754 732 316

transactions, Net.......ccceeerreeeierreeniereeeniereenseereensseneennes

Cc. Short-term investments:

In the reporting period, the Company realized investments in financial funds for a net total of approximately NIS 2,663
million.
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NOTE 11:- SEGMENTAL REPORTING

a.

General
1. The Company implements International Financial Reporting Standard 8 (hereinafter: “IFRS 8”).

2. Pursuant to Government Resolution 3859 of June 3, 2018, a team headed by the Government Companies Authority
and the Electricity Authority was established, and it will determine, in consultation with the Company, the model for
reporting on the activity in separate profit centers in the generation, transmission, distribution, supply segments
and activity that is not within the framework of the electricity chain, in a manner that will allow transparency and
attribution of costs.

Accordingly, the Company changed the format of reporting to the Chief Operating Decision Maker (Company CEO)
as from the fourth quarter of 2021.

Detailed Reportable Operational Segments

The operations of the Company, according to the reports to the Chief Operating Decision Maker, comprised during the

period of the Financial Statements are of six main operational segments making up the entire electricity chain.

These operations are:

. Electricity generation and purchases - includes the operations at the electricity generating power stations and
electricity purchases at extra-high voltage from the Noga Company.

e  Transmission - includes the transmission and transformation system of high and ultra-high long-distance electricity.

. Distribution—includes the electricity grids system and the transformation stations which supply the electricity to the
end consumers, except for a limited number of customers that purchase extra-high voltage electricity directly from
the transmission systems, as well as meter reading services (the cost of the meters and the reading of them) and
costs and services related to communication with distribution consumers. In addition, this segment includes the
costs of purchasing electricity from high voltage and low voltage private producers, including high-voltage and low-
voltage renewable energy facilities.

. Consumer services - supply segment — includes the customer service and collection system of the Company.

. Storage segment - includes storage facilities under construction. As of the Financial Statements date, the storage
segment has no profit and loss activity. For more details regarding the Electricity Authority's decision on determining
the recognized cost for storage facilities to be built by the Company see Note 3a above . For more details regarding
the balances of fixed assets under construction in the storage segment, see Section f below.

. Operation that is not part of the electricity chain operation — includes the Company’s operation within the
framework of business development, the Company’s operation within the communications enterprise, and
investment in the CyberGym Company.

Income and Results according to Operational Segments

Segmental revenues are calculated based on a price model that serves the Electricity Authority to determine the electricity
rates for the Company.

Segment revenues are calculated by multiplying these rates by the sold quantity (kW/h) to the end consumer, while
making the required adjustments based on the activities defined by the Company for each of the segments: generation,
transmission, distribution and consumer services-supply.

Segmental expenses that can be specifically identified are charged directly to the appropriate items. In addition, certain
indirect expenses are recorded according to a specific allocation, which serves as a reasonable estimate for attributing
these expenses. The other indirect expenses are recorded mainly according to the ratio of direct operating expenses in
each sector.

The CODM receives the operational results of each segment up to the profit (loss) level before financing and taxes, after
movements in regulatory deferral account balances gross before tax and neutralizing movements relating to financing
expenses and revenues/expenses that are not reviewed.

A segment’s results includes items that can be directly and indirectly allocated to a segment and are reviewed by the
Chief Operating Decision Maker. Revenues and expenses not allocated are those that are not reviewed by the Chief
Operating Decision Maker by operating segments and include other revenues, revenues from liabilities to pensioners,
results of the reform agreement, financing expenses, tax expenses and movements in regulatory deferral account
balances attributed to these components.

For additional segmental information, see section d-f below.
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NOTE 11:- SEGMENTAL REPORTING (continued)

d. Income and Results according to operating segments

For the Six Months ended June 30, 2025

Operation
Electricity not within
generation the
and electricity Total
purchases  Transmission Distribution Supply chain Company
(NIS in millions) (Unaudited)
Revenues from electricity 6,693 1,342 3,911 232 - 12,178
Other inCoOME .....c.covvevieerierieenieeee e 15 1 86 17 20 139
Total revenues 6,708 1,343 3,997 249 20 12,317
Cost of operating the electricity system:
FURIS ettt 2,873 - - - - 2,873
Purchases of Electricity:
Purchases of Electricity ........ccccoueeeeiveeennnen. 13 - 2,167 - - 2,180
Purchasing and accounting with Noga, net 2,361 (15) (736) - - 1,610
2,374 (15) 1,431 - - 3,790
Operation of the generation system............. 1,840 - - - - 1,840
Operation of the transmission, distribution
system and others.......cccceeviieiiiieiciieeccie, - 488 1,066 - 26 1,580
Total cost of operating the electricity system 7,087 473 2,497 - 26 10,083
Profit (loss) from operating the electricity
system (379) 870 1,500 249 (6) 2,234
Other revenues, net (344) - (3) - - (347)
Sales and marketing expenses .........ccccceeeee. - - 217 237 - 454
Administrative and general expenses .... 194 53 141 48 - 436
(150) 53 355 285 - 543
Profit (loss) from current operations ........... (229) 817 1,145 (36) (6) 1,691
Profit (loss) before regulatory deferral
accounts (229) 817 1,145 (36) (6) 1,691
Movements in regulatory deferral accounts
balances, 8ross .....cceveeeereeeereseerieeeerieneens 1,252 (402) (335) (17) - 498
Segmental profit (loss) 1,023 415 810 (53) (6) 2,189
Unallocated revenues (expenses)
Other eXpenses, NEt ..ot e (13)
Income from liabilities to pensioners...........cccee.e. 146
Reform agreement and other agreements results.... (63)
FINANCIAl EXPENSES ..eeviiieieeieerite ettt rtee st e st e s ae e ste e s e e s e e teesaeeeteesaseenseesateenseesseessnesnseens (355)
Movements in regulatory deferral accounts, gross, that were not allocated to segments........ccceveveeiriieeeniiee e, 1,972
Tax expense included in net movement of regulatory deferral aCCOUNTS .......ccuviiviiecieiiie i (567)
LLaTole g T 7 D PSP P PP PRPOTRRPRROE (340)
Profit for the period in accordance with the consolidated statements.........ccccoiiiiiiiiiiiiiiiii e 2,969
Additional details:
Depreciation and amortization expenses..... 1,106 339 757 31 - 2,233
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NOTE 11:- SEGMENTAL REPORTING (continued)

d. Income and Results according to operating segments (continued)

For the Six Months ended June 30, 2024

Operation
Electricity not within
generation the
and electricity Total
purchases Transmission Distribution Supply chain Company
(NIS in millions) (Unaudited)
Revenues from electricity 6,781 977 3,460 236 - 11,454
Other iNCOME ...c.cuveieiieieciiee e 17 1 60 6 43 127
Total revenues 6,798 978 3,520 242 43 11,581
Cost of operating the electricity system:
FURIS ettt 2,959 - - - - 2,959
Purchases of Electricity:
Purchases of Electricity ........ccccoueeeeiveeennnen. 45 - 1,940 - - 1,985
Purchasing and accounting with Noga, net 2,531 (9) (382) - - 2,140
2,576 (9) 1,558 - - 4,125
Operation of the generation system............. 1,788 - - - - 1,788
Operation of the transmission, distribution
system and others.......cccceeviieiiiieiciieeccie, - 451 1,021 - 36 1,508
Total cost of operating the electricity
SYSTEIM 1eeiieeieecreetee e e e 7,323 442 2,579 - 36 10,380
Profit (loss) from operating the electricity
system (525) 536 941 242 7 1,201
Other revenues, net - - (6) - - (6)
Sales and marketing expenses ........ccccccuvee.. - - 240 205 - 445
Administrative and general expenses .... 252 47 175 41 - 515
252 47 409 246 - 954
Profit (loss) from current operations .......... (777) 489 532 (4) 7 247
Profit (loss) before regulatory deferral
accounts (777) 489 532 (4) 1 241
Movements in regulatory deferral accounts
balances, gross .....cocveeveeereerieriieeneeenieeieene 1,779 (45) 192 (9) - 1,917
Segmental profit (loss) 1,002 444 724 (13) 1 2,158
Unallocated revenues (expenses)
(014 o Y=T N A =T TV =T 1= AR 6,790
INcomMe from [iabilities TO PENSIONEIS ...c...iiiiiiiietie ettt sttt s et st e st et e st e e bt e sabeessteebeesareeseesnseesanesaneennee 173
Reform agreement and other agre@mMENtS FESUILS .......c.eiiiiiriiiiiec ettt s s e s e st s bt e sabeesanesneenaee (121)
FINANCIA] EXPENSES ... etietie ettt et estie et e sttt et e sttt e teeste e s st e e teesseessseessseenseesaseenseeaaseesseeenseesaseenseesnteenseeanseeaseeenseesaseenseesnseensneenseennen (770)
Movements in regulatory deferral accounts, gross, that were not allocated to SEEMENTS......c.eevveeeeieerieeeiienieeree e (6,109)
Tax income included in net movement of regulatory deferral aCCoUNTS.......c.uiiiiiiii it 964
L0 Tele 4 g TN 7 D USRS (1,469)
Profit for the period in accordance with the consolidated statements..........cccovviiiiiiiiiiiiiiiiii 1,616
Additional details:
Depreciation and amortization expenses.... 1,102 305 730 28 - 2,165
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NOTE 11:- SEGMENTAL REPORTING (continued)

d. Income and Results according to operating segments (continued)
For the Three Months ended June 30, 2025
Operation
Electricity not within
generation the
and electricity Total
purchases  Transmission Distribution Supply chain Company
(NIS in millions) (Unaudited)
Revenues from electricity . 3,024 646 1,943 106 - 5,719
Other inCoOME .....c.covvevieerierieenieeee e 8 1 33 6 6 54
Total revenues 3,032 647 1,976 112 6 5,773
Cost of operating the electricity system:
FUEBIS oottt 1,357 - - - - 1,357
Purchases of Electricity:
Purchases of Electricity ........ccccoueeeeiveeennnen. 5 - 1,276 - - 1,281
Purchasing and accounting with Noga, net 1,080 (7) (547) - - 526
1,085 (7) 729 - - 1,807
Operation of the generation system ............. 966 - - - - 966
Operation of the transmission, distribution
system and others.......cccceeviieiiiieiciieeccie, - 246 530 - 12 788
Total cost of operating the electricity system 3,408 239 1,259 - 12 4,918
Profit (loss) from operating the electricity
system (376) 408 717 112 (6) 855
Other revenues, net - - (2) - - (2)
Sales and marketing expenses ............... - - 107 120 - 227
Administrative and general expenses 104 24 65 27 - 220
104 24 170 147 - 445
Profit (loss) before regulatory deferral
accounts (480) 384 547 (35) (6) 410
Movements in regulatory deferral accounts
balances, 8ross .....ccevveeereeeereseerieeeesieneens 572 (197) (160) 2 - 217
Segmental profit (loss) 92 187 387 (33) (6) 627
Unallocated revenues (expenses)
(018 Y=y e 1Y g Y TIPSR (13)
INCOME from liabilities TO PENSIONEIS ..cc..viitieeeiieie ettt ettt e st e st te et e e s s e eseesste e seeenseensaeeseesaseenseesnseessneeseennen 74
Reform agreement and Other agre@mMENTS FESUIS ......ccuiieciiirie ettt sttt s te et eebeeseeeeteesaseeseesnseessneeneennen (18)
[T T ol = |13 YTo Y1 o =TSRSSt (597)
Movements in regulatory deferral accounts, gross, that were not allocated to segments........ccceveveeiriiieeiiiee e, 1,723
Tax expense included in net movement of regulatory deferral aCCOUNTS ......cocviviviieiiiiiiecieee e (445)
INCOME TAX . ettt e e s e e e 23
Profit for the period in accordance with the consolidated statements.........ccccoiiiiiiiiiiiiiiiii e 1,374
Additional details:
Depreciation and amortization expenses..... 550 172 383 17 - 1,122
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NOTE 11:- SEGMENTAL REPORTING (continued)

d. Income and Results according to operating segments (continued)
For the Three Months ended June 30, 2024
Operation
Electricity not within
generation the
and electricity Total
purchases  Transmission Distribution Supply chain Company
(NIS in millions) (Unaudited)
Revenues from electricity 3,453 526 1,796 124 - 5,899
Other inCoOME .....c.covvevieerierieenieeee e 8 1 28 4 21 62
Total revenues 3,461 527 1,824 128 21 5,961
Cost of operating the electricity system:
FUEBIS oottt 1,443 - - - - 1,443
Purchases of Electricity:
Purchases of Electricity ........ccccoueeeeiveeennnen. 45 - 1,170 - - 1,215
Purchasing and accounting with Noga, net 1,420 (3) (329) - - 1,088
1,465 (3) 841 - - 2,303
Operation of the generation system............. 911 - - - - 911
Operation of the transmission, distribution
system and others.......cccceeviieiiiieiciieeccie, - 228 500 - 24 752
Total cost of operating the electricity system 3,819 225 1,341 - 24 5,409
Profit (loss) from operating the electricity
system (358) 302 483 128 (3) 552
Other revenues, net - - (5) - - (5)
Sales and marketing expenses ........ccccccuuue.. - - 132 102 - 234
Administrative and general expenses 136 25 92 19 - 272
136 25 219 121 - 501
Profit (loss) from current operations ........... (494) 277 264 7 (3) 51
Company’s share of the losses of associated
COMPANIES ..veevieeieeireecreeceeeereesere e e e seeereenns - - - - (6) (6)
Profit (loss) before regulatory deferral
accounts (494) 277 264 7 (9) 45
Movements in regulatory deferral accounts
balances, Bross ....ccovveeveeevieerierieenieeneeeieene 1,155 48 241 (7) - 1,437
Segmental profit (loss) 661 325 505 - (9) 1,482
Unallocated revenues (expenses)
Other income, net 6,790
Income from liabilities to pensioners...........cccuee... 86
Reform agreement and Other agreemMENTS FESUILS ..........iviiririeriirieie ettt sttt st b e st et sbee b s b e sbe e e esbesane e (57)
FINANCIA] EXPENSES ..eetietie et st estee et e sttt et e st esteesteesae e e teesseessseesaseenseesaseenseesaseesseeenseesnseenseessteanseesnseenneeenseesaseeseesnteennneenseennen (472)
Movements in regulatory deferral accounts, gross, that were not allocated to SEEMENTS......c.cevveeevieerieeieenieeree e (6,406)
Tax income included in net movement of regulatory deferral aCCoUNTS........uiiiiiiii it 1,141
[[aole] 44T 7 D T O OSSO P PSP TP PO PPPUPPRPPTORE (1,474)
Profit for the period in accordance with the consolidated statements 1,090
Additional details:
Depreciation and amortization expenses..... 563 152 370 12 - 1,097
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NOTE 11:-

SEGMENTAL REPORTING (continued)

d. Income and Results according to operating segments (continued)

Revenues from electricity.......ccccevrivueeninnnees
Other iNCOME ....cueeiiiiieiee e
Total revenues
Cost of operating the electricity system:

Purchases of Electricity:
Purchases of Electricity .......ccccvveveveerinenns
Purchasing and accounting with Noga, net

Operation of the generation system .............
Operation of the transmission, distribution

system and others......ccccovvvieiviiiiiniieinien,
Total cost of operating the electricity system
Profit (loss) from operating the electricity

system
Other allocated revenues, net.........ccoeeuveenee
Sales and marketing expenses .........ccccceeeue.
Administrative and general expenses ...........

Profit (loss) from current operations ...........
Company’s share of the losses of associated
COMPANIES ..ottt
Profit (loss) before regulatory deferral
accounts
Movements in regulatory deferral accounts
balances, gross .....ccccccvevvviiiniieeiiiee e,
Segmental profit (loss)

Unallocated revenues (expenses)

Reform agreement and other agreements results

Movements in deferral accounts, gross, that were not allocated to segments
Tax expenses included in net movement of regulatory deferral accounts

Profit for the year in accordance with the consolidated statements

Additional details:

For the Year ended December 31, 2024

Electricity Operation
generation not within
and the electricity Total
purchases Transmission Distribution Supply chain Company
(NIS in millions) (Audited)

15,539 2,235 7,590 477 - 25,841
32 2 167 40 102 343
15,571 2,237 7,757 517 102 26,184
6,302 - - - - 6,302
78 - 3,912 - - 3,990
6,446 (17) (579) - - 5,850
6,524 (17) 3,333 - - 9,840
3,549 - - - - 3,549
- 954 2,106 - 74 3,134
16,375 937 5,439 - 74 22,825
(804) 1,300 2,318 517 28 3,359
- - (6) - - (6)
- - 480 433 - 913
400 108 306 84 - 898
400 108 780 517 - 1,805
(1,204) 1,192 1,538 - 28 1,554
- - - - (6) (6)
(1,204) 1,192 1,538 - 22 1,548
3,105 (265) 244 (24) - 3,060
1,901 927 1,782 (24) 22 4,608
(014 o T=T o [a Yot Yo T=TR 1 1= AR 6,851
Income from [iabilities 10 PENSIONETS ....cciiiiiiiiie et s e et e s st be e e s bteeessebeeesabbeesstaeesssbeeesssseesnssaeenns 341
..................................................................................................................... (788)
FIN@NCIAl EXPENSES ...cuveiiieittetieitete sttt ettt ettt et ettt e s bt et e e st e s ht et e eat e b e s ate st e e at e b e satesaeeatesbeestesaeen s e e bt estesaeenbesbeenbesbeenbesbeenbesaeenbenas (1,341)
......................................................................... (5,200)
................................................................................ 491
[[aTeloT 01 7 ) G PP OUPPRRPR (1,601)
.................................................................................. 3,361
2,188 650 1,465 55 - 4,358

Depreciation and amortization expenses.....
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NOTE 11:-

SEGMENTAL REPORTING (continued)

e. Assets and Liabilities according to Operating Segments

Assets and liabilities that can be specifically identified are directly allocated to the appropriate segments. Unidentified
assets and liabilities are included in the report as balances that have not been directly allocated. Liabilities that can be
directly attributed include credit balances of regulatory deferral accounts without deferred taxes. The Chief Operating
Decision Maker reviews the assets and liabilities divided into the five operating segments of the Company in accordance
with the aforesaid. Comparative information was restated accordingly.

Inventory — fuels...............
Receivables for fuel
iNVeNtory ......ccccevvveeeennen,
Investment in associated
COMPANIES ..vvveeeeviirrreeeennn,
Fixed assets, net...............
Intangible assets, net .......
Debit balances of
regulatory deferral
ACCOUNTS ovveeviee e,
Other assets not classified

Total assets......ccoovveeeeeennns

Credit balances of
regulatory deferral
accounts, without
deferred taxes..................
Investments in fixed assets
for the period ...................

Inventory —fuels.............
Investment in associated
COMPANIES ..vvveeeeeerenrennens
Fixed assets, net
Intangible assets, net .....
Debit balances of
regulatory deferral
ACCOUNTS ..vveeiieeeiee e
Other assets not
classified.......coccevreivieennns

Total assets.......ccceeeuneee..

Credit balances of
regulatory deferral
accounts, without
deferred taxes................
Investments in fixed
assets for the period ......

As on June 30, 2025
Operation
not within
the Assets and
electricity liabilities not Total
Generation Transmission Distribution  Supply Storage chain directly classified Company
(NIS in millions) (Unaudited)
2,959 - - - - - - 2,959
179 - - - - - - 179
- - - - - 15 - 15
17,146 20,394 24,058 - 277 - 3,154 65,029
5 186 150 - - - 929 1,270
6,225 (1,823) (410) 20 - - 7,372 11,384
- - - - - - 23,392 23,392
26,514 18,757 23,798 20 277 15 34,847 104,228
(28) 346 (66) - - - 1,014 1,266
799 1,202 1,487 - 11 - 272 3,771
As on June 30, 2024
Operation
not within
the Assets and
electricity liabilities not Total
Generation Transmission Distribution Supply Storage chain directly classified Company
(NIS in millions) (Unaudited)

3,127 - - - - - - 3,127
- - - - - 15 - 15
17,926 18,197 22,193 - 252 - 2,834 61,402
9 152 125 - - - 890 1,176
4,952 (1,723) (560) 26 - - 5,227 7,922
- - - - - - 31,721 31,721
26,014 16,626 21,758 26 252 15 40,672 105,363
- - 24 - - - 2,309 2,333
813 898 1,372 - 19 - 255 3,357
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NOTE 11:-

e.

SEGMENTAL REPORTING (continued)

Assets and Liabilities according to Operating Segments (continued)

Inventory — fuels.............
Investment in associated
COMPANIES ..vvveeeeeeriirinnens
Fixed assets, net.............
Intangible assets, net .....
Debit balances of
regulatory deferral
ACCOUNTS .evveevieeeiieeeeens
Other assets not
classified......cocevrciveeenins

Total assets.......ccceeeneeen.

Credit balances of
regulatory deferral
accounts, without
deferred taxes................
Investments in fixed
assets for the period ......

As on December 31, 2024

Operation
not within
the Assets and
electricity liabilities not Total
Generation Transmission Distribution Supply Storage chain directly classified = Company
(NIS in millions) (Audited)

3,343 - - - - - - 3,343
- - - - - 15 - 15
17,645 19,297 23,286 - 266 - 3,114 63,608
6 173 127 - - - 913 1,219
5,491 (1,855) (114) 25 - - 6,621 10,168
- - - - - - 26,296 26,296
26,485 17,615 23,299 25 266 15 36,944 104,649
70 8 18 - - - 2,448 2,544
1,779 2,092 3,173 - 33 - 761 7,838
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NOTE 11:-

f.

SEGMENTAL REPORTING (continued)

Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other

segments.

Details of fuels cost according to fuel type:

Natural 8as........cccceecviieeciee e
Diesel Oil........cccovvieviiiiiieie e
Crude Oil.......covieeiiiiiiiiie
Total fuel consumption costs.........ccceeeeeeerenccnnnnns

For the year

For the six months For the three months ended
ended June 30 ended June 30 December 31

2025 2024 2025 2024 2024

Generation
(NIS in millions)
Unaudited Audited

1,203 1,249 489 588 2,904
1,489 1,570 755 768 3,045
174 129 108 83 328
7 11 5 4 25
2,873 2,959 1,357 1,443 6,302

Details of electricity purchases in the distribution segment according to generation technology:

Photovoltaic..........c.cccooviiriiiiiiiieen
Wind turbine.........ccccooiiiiiini e
Hydroelectric..........c.coooeiiiiieiiiieee e,
BIOBAS.....iiiiiiiiiiiieee e
Diesel oil generator..............ccccoovciiieieeinieciieen.
Total electricity purchases.........ccooevviriiniisiiinsnnnns

Details of kWh generated

Generated by the Company .............ccccceeeeeiennnns
Supplied by the Company..............ccccccvvveeeeinnnnnns

For the year

For the six months For the three months ended
ended June 30 ended June 30 December 31

2025 2024 2025 2024 2024

Distribution
(NIS in millions)
Unaudited Audited

2,090 1,885 1,234 1,146 3,801
7 6 5 4 14
1 4 - 1 6
66 44 34 18 86
3 1 3 1 5
2,167 1,940 1,276 1,170 3,912

For the six months For the three months

For the year
ended

ended June 30 ended June 30 December 31
(kWh in millions)
Unaudited Audited
2025 2024 2025 2024 2024
14,692 16,036 6,912 7,513 32,922
22,019 22,466 10,750 11,545 48,692
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NOTE 11:-

f.

SEGMENTAL REPORTING (continued)

Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other

segments (continued)

Details of operation of the generation system according to type of expense

For the year

For the six months For the three months ended
ended June 30 ended June 30 December 31
2025 2024 2025 2024 2024
Generation
(NIS in millions)
Unaudited Audited
WABES .ottt sttt ettt s 400 413 206 206 798
DePreCiation ....oucveeeeerieenieenieesiee e 1,048 1,029 524 525 2,051
OtNEN ettt 392 346 236 180 700
Total operation of the generation system ........... 1,840 1,788 966 911 3,549
Details of operation of the transmission and distribution system and others according to type of expense
For the six months ended June 30, 2025
Operation not
within the Total
Transmission Distribution electricity chain Company
(NIS in millions) (Unaudited)
WaAEES ...t 65 282 12 359
Depreciation and amortization...............cc.ccce.ee. 324 651 - 975
OREY ... 99 133 14 246
Total operation of the transmission and
distribution system and other ................cc.cocu...... 488 1,066 26 1,580
For the six months ended June 30, 2024
Operation not
within the Total
Transmission Distribution electricity chain Company
(NIS in millions) (Unaudited)
WaABES ...ccoiiiiiiiiiiii e 55 261 11 327
Depreciation and amortization............................. 298 627 - 925
OtREer ..o 98 133 25 256
Total operation of the transmission and
distribution system and other .............................. 451 1,021 36 1,508
For the three months ended June 30, 2025
Operation not
within the Total
Transmission Distribution electricity chain Company
(NIS in millions) (Unaudited)
WGBS ...ttt ettt ettt 33 132 6 171
Depreciation and amortization...............c............ 165 329 494
48 69 6 123
Total operation of the transmission and
distribution system and other ................cc.cocu....... 246 530 12 788
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NOTE 11:-

f.

SEGMENTAL REPORTING (continued)

Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other

segments (continued)

Details of operation of the transmission and distribution system and others according to type of expense (continued)

For the three months ended June 30, 2024

Operation not

within the Total
Transmission Distribution electricity chain Company
(NIS in millions) (Unaudited)
WaAgeSs ......ooviiiiiiiiinii 25 123 6 154
Depreciation and amortization.............c.cccccoueee. 150 317 - 467
Other ..o 53 60 18 131
Total operation of the transmission and
distribution system and other................cccco....... 228 500 24 752
For the year ended December 31, 2024
Operation not
within the Total
Transmission Distribution electricity chain Company
(NIS in millions) (Audited)
WAEES ....viiiieriiiesiee sttt s e sreesae e e e saaee e 127 534 29 690
Depreciation and amortization............................ 619 1,261 - 1,880
(01 11T 208 311 45 564
Total operation of the transmission and
distribution system and other ............................. 954 2,106 74 3,134
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NOTE 11:-

SEGMENTAL REPORTING (continued)

f.  Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other

segments (continued)

Details of administrative and general expenses according to type of expense

Total administrative and
general expenses.......................

Total administrative and
general expenses............ccceeeuuee

Total administrative and
general expenses.......................

Total administrative and
general expenses...........ccceeuue.

Total administrative and
general expenses.......................

For the six months ended June 30, 2025

Total
Generation Transmission Distribution Supply Company
(NIS in millions) (Unaudited)
114 26 81 29 250
26 15 25 8 74
54 12 35 11 112
194 53 141 48 436
For the six months ended June 30, 2024
Total
Generation Transmission Distribution Supply Company
(NIS in millions) (Unaudited)
112 23 80 22 237
34 7 31 7 79
106 17 64 12 199
252 47 175 41 515
For the three months ended June 30, 2025
Total
Generation Transmission Distribution Supply Company
(NIS in millions) (Unaudited)
64 11 38 15 128
13 7 11 7 38
27 6 16 5 54
104 24 65 27 220
For the three months ended June 30, 2024
Total
Generation Transmission Distribution Supply Company
(NIS in millions) (Unaudited)
53 13 39 9 114
18 2 16 3 39
65 10 37 7 119
136 25 92 19 272
For the year ended December 31, 2024
Total
Generation Transmission Distribution Supply Company
(NIS in millions) (Audited)
202 49 159 52 462
58 31 56 11 156
140 28 91 21 280
400 108 306 84 898
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NOTE 11:- SEGMENTAL REPORTING (continued)

f.  Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other
segments (continued)

The direct costs recognized in each segment are mainly the expenses of operating the electricity system and sales and
marketing expenses.

Direct salary costs are mainly composed of salary reported directly to the targets.

The indirect costs are mainly administrative and general costs.

Details of direct and indirect costs

For the six months ended June 30, 2025

Operation not

within the Total
Generation Transmission Distribution Supply electricity chain Company
(NIS in millions) (Unaudited)
Direct costs
Wages.....ccccoeveerveerneennne 430 58 329 95 12 924
Depreciation and
amortization................... 1,053 311 652 - - 2,016
Others.....ccccceeveeeeecnnnnnn.. 392 99 181 107 14 793
Fuels.....cccccceeevveinnrieenenn. 2,779 - - - - 2,779
Purchases of Electricity .. 13 - 2,167 - - 2,180
Accounting with Noga.... 2,361 (15) (736) - - 1,610
Other revenues .............. (344) - (3) - - (347)
Total direct costs............ 6,684 453 2,590 202 26 9,955
Indirect costs
Wages.......oceeeeeeeeeeeenennn. 146 33 122 41 - 342
Depreciation and
amortization................... 53 28 105 31 - 217
Others......cccccevveveneennenn. 54 12 35 11 - 112
Total indirect costs......... 253 73 262 83 - 671

For the six months ended June 30, 2024

Operation not

within the Total
Generation Transmission Distribution Supply electricity chain Company
(NIS in millions) (Unaudited)
Direct costs
Wages......cccoocveeeecieeennns 443 53 310 86 11 903
Depreciation and
amortization................... 1,037 288 632 - - 1,957
Others.........cccouvveeeveeenns 346 98 211 85 25 765
Fuels......ccccccoovvenininnnnnnn. 2,856 - - - - 2,856
Purchases of Electricity .. 45 - 1,940 - - 1,985
Accounting with Noga.... 2,531 (9) (382) - - 2,140
Other revenues .............. - - (6) - - (6)
Total direct costs............ 7,258 430 2,705 171 36 10,600
Indirect costs
Wages.....ccccoccveeeevvenennns 146 25 121 35 - 327
Depreciation and
amortization................... 65 17 98 28 - 208
Others.........ccceeeeeuveeennn. 106 17 64 12 - 199
Total indirect costs......... 317 59 283 75 - 734
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NOTE 11:- SEGMENTAL REPORTING (continued)

f.  Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other
segments (continued)

Details of direct and indirect costs (continued)

For the three months ended June 30, 2025

Operation not

within the Total
Generation Transmission Distribution Supply electricity chain Company
(NIS in millions) (Unaudited)
Direct costs
Wages.........cccevrnnnnneennn. 220 29 157 48 6 460
Depreciation and
amortization................... 523 158 331 - - 1,012
Others.......cccevvvivvennennn 236 48 92 54 6 436
Fuels.....cccccceeevvennrieenenn. 1,313 - - - - 1,313
Purchases of Electricity .. 5 - 1,276 - - 1,281
Accounting with Noga.... 1,080 (7) (547) - - 526
Other revenues .............. - - (2) - - (2)
Total direct costs............ 3,377 228 1,307 102 12 5,026
Indirect costs
Wages.....cccoovvverveerineennne 81 15 54 23 - 173
Depreciation and
amortization................... 27 14 52 17 - 110
Others.........cccvevveviveennnn 27 6 16 5 - 54
Total indirect costs......... 135 35 122 a5 - 337

For the three months ended June 30, 2024

Operation not

within the Total
Generation Transmission Distribution Supply electricity chain Company
(NIS in millions) (Unaudited)

Direct costs
Wages.......ccoeveerreerneennne 217 26 148 42 6 439
Depreciation and
amortization................... 529 145 320 - - 994
Others......ccccceevevineennenn. 180 53 111 45 18 407

1,391 - - - - 1,391
Purchases of Electricity .. 45 - 1,170 - - 1,215
Accounting with Noga.... 1,420 (3) (329) - - 1,088
Other revenues .............. - - (5) - - (5)
Total direct costs............ 3,782 221 1,415 87 24 5,529
Indirect costs
Wages ......coocvveveernieennnennn 74 12 58 15 - 159
Depreciation and
amortization................... 34 7 50 12 - 103
Others......cccccevveviviennenn. 65 10 37 7 - 119
Total indirect costs......... 173 29 145 34 - 381
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THE ISRAEL ELECTRIC CORPORATION LIMITED

NOTE 11:-

f.

SEGMENTAL REPORTING (continued)

Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other

segments (continued)

Details of direct and indirect costs (continued)

Direct costs

Depreciation and amortization.
Others.......ccccovevinieiniienieeniene

Purchases of Electricity

Accounting with Noga...............
Other revenues ...........ccccceuuee.
Total direct costs......................

Indirect costs
Depreciation and amortization

Others......ccooovvvvvveiiiiiiiiieieeeeen,
Total indirect costs....................

For the year ended December 31, 2024

Operation
not within
the electricity Total
Generation Transmission Distribution  Supply chain Company
(NIS in millions) (Audited)

860 114 634 173 29 1,810
2,072 595 1,273 - - 3,940
700 208 463 194 45 1,610
6,096 - - - - 6,096
78 - 3,912 - - 3,990
6,446 (17) (579) - - 5,850
- - (6) - - (6)
16,252 900 5,697 367 74 23,290
267 62 239 74 - 642
116 55 192 55 - 418
140 28 91 21 - 280
523 145 522 150 - 1,340
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NOTE 11:-

f.

SEGMENTAL REPORTING (continued)

Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other

segments (continued)

Details of salary costs divided according to profit centers

For the six months ended June 30, 2025

Operation
not within
the
electricity Total
Generation Transmission Distribution Supply Storage chain Company
(NIS in millions) (Unaudited)
Wage costs........ccceevuuernnenn. 698 442 1,058 136 1 12 2,347
Charged to fixed assets
including
remeasurements .............. (122) (350) (606) - (1) - (1,079)
Remeasurements charged
to increasing of fixed
ASSELS .eevvviiiiieeee s - (1) (1) - - - (2)
Wage expenses in profit
and 0SS .........ccocoeveerennene. 576 91 451 136 - 12 1,266
Wage costs not attributed to sectors
Wage costs charged to joint fiXed @SSetS...........c.coiiiiiiiiiiiiii e e s 86
Wage costs charged to joint fixed assets from remeasurements..............cccceeeeeiieiecciiee et -
For the six months ended June 30, 2024
Operation
not within
the
electricity Total
Generation Transmission Distribution  Supply Storage chain Company
(NIS in millions) (Unaudited)

Wage costs.......cccceevveeeeennn 711 367 945 121 8 11 2,163
Charged to fixed assets
including
remeasurements .............. (127) (302) (536) - (8) - (973)
Remeasurements charged
to reduction of fixed
ASSLS ..oiiiiieee e 5 13 22 - - - 40
Wage expenses in profit
and 0SS ........covrveriiriinnns 589 78 431 121 - 11 1,230
Wage costs not attributed to sectors
Wage costs charged to jOInt fiXed @SSetS..........cccciiiiiiii e e e e e et aeeeeas 77
Wage costs charged to joint fixed assets from remeasurements................oocooiiiiiiii i (3)
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NOTE 11:- SEGMENTAL REPORTING (continued)

f.  Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other

segments (continued)

Details of salary costs divided according to profit centers (continued)

For the three months ended June 30, 2025

Operation
not within
the
electricity Total
Generation Transmission Distribution Supply Storage chain Company
(NIS in millions) (Unaudited)
Wage costs........ccceevuuernnenn. 355 212 508 71 0 6 1,152
Charged to fixed assets
including
remeasurements .............. (55) (170) (301) - (0) - (526)
Remeasurements charged
to increasing of fixed
assets ... 1 2 4 - - - 7
Wage expenses in profit
and 0SS .........ccocoeveennenene. 301 44 211 71 - 6 633
Wage costs not attributed to sectors
Wage costs charged to joint fiXed @sSets...........c.coiiiiiiiiiiiii e e e s 44
Wage costs charged to joint fixed assets from remeasurements..............cccceeeeeiieiecciiee et (1)
For the three months ended June 30, 2024
Operation not
within the Total
Generation  Transmission  Distribution  Supply Storage electricity chain Company
(NIS in millions) (Unaudited)
Wage costs ...........uuuu. 350 166 439 57 8 6 1,026
Charged to fixed
assets including
remeasurements......... (65) (144) (261) - (8) - (478)
Remeasurements
charged to reduction
of fixed assets.............. 6 16 28 - - - 50
Wage expenses in
profit and loss.............. 291 38 206 57 - 6 598
Wage costs not attributed to sectors
Wage costs charged t0 joInt fiIXed @SSEtS .........ccciiiiiiiiiiiiiii ettt st e e e sbeesbeesneeeas 37

Wage costs charged to joint fixed assets from remeasurements..............ccccooooviiiiii e
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NOTE 11:- SEGMENTAL REPORTING (continued)

f.  Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other
segments (continued)

Details of salary costs divided according to profit centers (continued)

For the year ended December 31, 2024
Operation not

within the
electricity Total
Generation Transmission Distribution Supply Storage chain Company
(NIS in millions) (Audited)

Wage costs ......... 1,420 825 1,987 247 13 29 4,521
Charged to fixed
assets including
remeasurements (285) (630) (1,081) - (13) - (2,009)
Remeasurements
charged to
reduction of
fixed assets......... (8) (19) (33) - - - (60)
Wage expenses
in profit and loss 1,127 176 873 247 - 29 2,452
Wage costs not attributed to sectors
Wage costs charged to joint fiXed @sSets ............cocueiiiiiiiiiiiiie e 156
Wage costs charged to joint fixed assets from remeasurements ..............cccceveriieeeiieeeereee e 5
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THE ISRAEL ELECTRIC CORPORATION LIMITED

NOTE 11:-

f.

SEGMENTAL REPORTING (continued)

Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other

segments (continued)

Details of fixed assets divided according to segments

Fixed assets in use
Balance at the beginning of the

Depreciation ............ccccceeevieeennne

Balance at the end of the period

Assets under construction
Balance at the beginning of the

Fixed assets in use
Balance at the beginning of the

Investments during the period ...
Classification.............cccoeceevvueenen.
Deduction ..........cccecveereeenieeneenn.
Depreciation ..........c..ccoeevurveeeennn.

Balance at the end of the period

Assets under construction
Balance at the beginning of the

Six months ended June 30, 2025

Total
Generation Transmission Distribution Storage Joint assets Company
(NIS in millions) (Unaudited)

11,811 15,057 22,458 - 2,937 52,263

529 93 975 - 263 1,860
2,925 170 436 - 26 3,557
(35) 3 (39) - (15) (86)
(1,046) (310) (654) - (243) (2,253)
14,184 15,013 23,176 - 2,968 55,341
5,834 4,240 828 266 177 11,345
270 1,109 512 11 9 1,911
- - (11) - - (11)
(3,142) 32 (447) - - (3,557)
2,962 5,381 882 277 186 9,688
Six months June 30, 2024
Total
Generation Transmission Distribution Storage Joint assets Company
(NIS in millions) (Unaudited)

13,473 13,377 20,970 - 2,673 50,493
337 12 814 - 240 1,403
(51) 1,166 373 - 9 1,497
(40) (1) (28) - (11) (80)

(1,029) (288) (631) - (219) (2,167)

12,690 14,266 21,498 - 2,692 51,146

4,793 4,149 535 231 127 9,835
476 886 558 19 15 1,954
(20) - (16) - - (36)
(13) (1,104) (382) 2 - (1,497)

5,236 3,931 695 252 142 10,256
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NOTE 11:- SEGMENTAL REPORTING (continued)

f.  Additional details for reporting on segment operation in the generation, transmission, distribution, supply and other
segments (continued)

Details of fixed assets divided according to segments (continued)

Year ended December 31, 2024

Total
Generation Transmission Distribution Storage Joint assets Company
(NIS in millions) (Audited)
Direct fixed assets
Balance at the beginning of
the period ...........ccccoeeeennnns 13,473 13,377 20,970 - 2,673 50,493
Investments during the
period.........cccovveiniiinieiniene 707 353 1,917 - 708 3,685
Classification......................... (273) 1,927 907 - 25 2,586
Deductions, net .................... (36) (2) (70) - (15) (123)
Depreciation .............ccccue.. (2,060) (598) (1,266) - (454) (4,378)
Balance at the end of the
[sTI ST T: RO 11,811 15,057 22,458 - 2,937 52,263
Assets under construction
Balance at the beginning of
the period .........cceevvevrneennne. 4,793 4,149 535 231 127 9,835
Additions, net ...................... 1,072 1,739 1,256 33 53 4,153
Deductions, net .................... (20) - (37) - - (57)
Classification......................... (11) (1,648) (926) 2 (3) (2,586)
Balance at the end of the
PEFIOd ...veveeeeerrrerereneeeesreaenes 5,834 4,240 828 266 177 11,345
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NOTE 11:-

SEGMENTAL REPORTING (continued)

g. Additional details of major events included within operation not within the framework of the electricity chain

For the six months ended June 30, 2025

During the period, a gross profit of approximately NIS 1 million was recorded for the provision of unloading and
loading services at moorings.

During the period, a gross profit of approximately NIS 3 million was recorded from the provision of ancillary services
to the Hagit East power station.

For the six months ended June 30, 2024

During the period, a gross profit of approximately NIS 10 million was recorded for the provision of unloading and
loading services at moorings at the Eshkol generation station.

During the period, the Company's share of the losses of associate companies amounted to approximately NIS 6
million.

During the period, a gross profit of approximately NIS 1.3 million was recorded from the provision of ancillary
services to the Hagit East power plant.

For the year ended December 31, 2024

During the year, approximately NIS 3 million was recorded during the year from recognition of profit that has not
yet been realized with respect to the Communications Company.

During the year, the Company’s share in losses of associate companies amounted to approximately NIS 6 million.
During the year, a gross profit of approximately NIS 14 million was recorded during the year for the provision of
unloading and loading services at moorings.

During the year, a gross profit of approximately NIS 6 million was recorded from the sale of ancillary services to the
Hagit East power plant.

During the year, a gross profit of approximately NIS 1.5 million was recorded from the rental of a training arena to
CyberGym.

During the year, a gross profit of approximately NIS 9 million was recorded from connection surveys to renewable
energy generation stations.
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Alan Fefferman — Actuarial Services Ltd.

August 14, 2025

Mr. Eyal Hermony
Acting Senior Vice-President of Finance, Economics and Risk Management
Israel Electric Corporation Ltd.

Dear Sir,

1.

Re:

General

1.1

1.2

1.3

1.4

Actuarial Liabilities for Emplovee Benefits as at June 30, 2025 in Accordance with
International Financial Reporting Standard IAS 19 Emplovee Benefits

This report consists of the following sections and appendices:

—

General

Benefits included in the valuation

Methodology as well as actuarial and accounting principles underlying the
valuation

Data on which the valuation is based

Assumptions on which the valuation is based

Valuation changes in the current reporting year

Valuation results

. Uncertainties and risks

Appendix A — Additional reports for disclosure in the financial statements

Appendix B — Presentation of expected benefit cash flows

Appendix C — Additional details regarding financial assumptions

Appendix D — Additional details regarding data

Appendix E — Valuation changes made prior to the current year (in addition to changes
made by previous actuaries)

@

%N oL A

We were asked by the Israel Electric Corporation Ltd. ("the Company") to prepare this
actuarial valuation of the Company's employee benefit liabilities for the purpose of financial
statement reporting in accordance with International Financial Reporting Standard IAS 19R
Employee Benefits ("IAS 19"). The valuation was requested by Mr. Eyal Hermony, Acting
Senior Vice-President of Finance, Economics and Risk Management. Our engagement
agreement was signed on May 26, 2016. We agree that this report be published with the
Company's financial statements.

On May 26, 2016, the Company also granted us a letter of indemnity in respect of the services
that we are providing to the Company. Our position is that the letter of indemnity does not
create a presumption of dependence of the Company, since the granting of a letter of indemnity
and valuations of this kind are accepted practice and do not create a specific dependency on
the Company.

We will receive fees for this engagement and for other consulting services that we provide to
the Company, and this in no way changes our position regarding the absence of dependency
as stated. Likewise, we confirm that the fees we receive from the Company are not dependent
on the results of our work.

This valuation was performed solely for the purpose stated above and this report may not be
used, nor may conclusions be based upon it, for any other purpose such as determining the
level of contributions required for the funding of benefits, valuations of the net worth of the
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1.5

1.6

1.7

1.8

1.9

Alan Fefferman — Actuarial Services Ltd.

Company, etc. The actuarial results appropriate for any other purpose may differ materially
from the results reported in this document.

This report is intended to present valuation results and to provide explanations regarding the
valuation. The report is prepared for the purpose of its inclusion in the Company's financial
statements.

The amounts reported herein were calculated in accordance with the Company's interpretation
of IAS 19 and its accounting policies regarding its implementation (see section 3). The
Company is solely responsible for any such interpretation and policies.

According to this valuation, there is a surplus of assets over liabilities in the pension plan.
Based on the Company's instructions, this surplus is presented as an asset of the Company in
whole. According to legal regulations of the Central Pension Fund for Employees of the Israel
Electric Corporation Ltd. ("the Fund"), under certain circumstances a surplus will be returned
to the Company, where the surplus is determined according to an actuarial valuation of the
Fund. The actuarial valuation of the Fund differs from the Company’s valuation presented in
this report, primarily due to different actuarial assumptions regarding interest discount rates
and future salary increase rates. According to the most recent actuarial valuation of the Fund
(as of June 30, 2025), liabilities were higher than those calculated in this valuation.

In order to calculate the amounts presented in this report, we relied on information concerning
employee benefits terms and conditions (including constructive obligations) and on historical
and current employee data, as provided to us by the Company, that were not verified by us.
The Company bears full responsibility for the completeness and reliability of the information
and data provided to us.

Valuation results are highly sensitive to actuarial assumptions. Actual demographic and
economic experience is likely to differ from the assumptions, and assumptions are likely to
change in future, which will affect the valuation of the liability for accrued benefits. Additional
information is provided in Section 8 below.

The valuation was performed by Mr. Alan Fefferman, a qualified actuary, and his actuarial
team at Alan Fefferman — Actuarial Services Ltd. Mr. Fefferman has a B.Sc. in Mathematics
(with Distinction) from the University of Alberta in Canada, an M.B.A. (Beta Gamma Sigma)
from the Booth School of Business of the University of Chicago in the United States, is a
Fellow of the Canadian Institute of Actuaries (F.C.I.A.), a Fellow of the Society of Actuaries
(F.S.A) in the United States, and is a Fellow Actuary Member of the Israel Association of
Actuaries (F.IL.A.A.). His forty two years of professional experience include actuarial
valuations of employee benefits similar to those of the Company, actuarial valuations of
pension plans, and the determination of actuarial methods and assumptions for pension plans
and insurance companies, in his various roles of valuation actuary, peer reviewing or audit
actuary, and governmental regulatory actuary.

This report has been prepared in accordance with the following standards:
e International Standard of Actuarial Practice 1 — General Actuarial Practice, approved
by Council of the International Actuarial Association on November 18, 2012 (and
revised on December 1, 2018).
e International Standard of Actuarial Practice 3 — Actuarial Practice in Relation to IAS
19 Employee Benefits, adopted by Council of the International Actuarial
Association on April 11, 2015.
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2.

1.12

Alan Fefferman — Actuarial Services Ltd.

Definitions:
e '"salary" — pensionable salary

e "the Fund" — the Central Provident Fund for Pensions of Employees of the Israel
Electric Corporation Ltd.
e '"pension plan" — the set of benefits provided by the Fund

e "date of valuation" — June 30, 2025

Benefits Included in the Valuation

2.1

2.2

23

Our calculations are based on information regarding the benefits and their terms (as presented
in a company document, which is included as Appendix F in the 31 December 2024 valuation).
The information in that document, which we relied upon for the purpose of preparing this
report, was not verified by us. Our calculations were also based on what is written in the special
collective bargaining agreement (Retiring as a Pensioner from Generation C) which was
signed in April 2022. To the best of our knowledge, there were no changes to the rights to
employee benefits, between 31.12.2024 and 30.06.2025, that are relevant to the actuarial
valuation.

The valuation relates to benefits in respect of permanent employees, pensioners (including
those who retired because of disability) and surviving spouses and orphans (for convenience’s
sake, pensioners and survivors shall hereinafter be referred to as "pensioners"). Employees
and pensioners are divided into two groups:
o those covered by the defined benefit pension plan (for whom benefits are identical),
who commenced their employment at the Company on or before June 10, 1996;
e those included in employee-generation C, who are permanent employees that
commenced their employment at the Company after that date.
The valuation also relates to benefits for non- permanent employees of the company, including
supplementary severance pay for employees employed under a special agreement, and other
grants (upon termination of employment) for employees expected to be included in a special
collective bargaining agreement (regarding continuing temporary employees).

The benefits to which the valuation relates are as follows:

2.3.1 Regarding employees and pensioners covered by the (“budgetary”) defined
benefit pension plan, benefits include the following:
) Post-Retirement pension based on pensionable salary. Monthly

pensionable salary is comprised of the following components, subject to
each employee/pensioner's individual entitlement to each component:
regular salary', shift work, home service, Arava additions, convalescence
pay (one-twelfth of the annual amount), 13" salary (one-twelfth of annual
salary) 14" salary (one-twelfth of annual salary) and "CPI increment";

. Disability pension;

o Survivors' pension in respect of employees who die while in Company
service? or after retirement (including employees who died after disability
retirement);

includes combined salary, management increment, seniority increment, personal addition, continuing education addition, physical

effort addition and administrative addition.
2 any lump-sum amount to be paid upon the employee's death as a result of a work-related accident, was not taken into consideration

in the valuation.
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Grant paid upon retirement after 35 years of service or more, and to
survivors in the event of the employee's death

"Up to 35 Years" grant paid upon retirement, and to survivors in the event
of the employee's death;

Disability retirement grant (not to exceed 15 times salary);

Grant for unutilized days of sick leave;

Subsidized electricity for pensioners (includes VAT and is grossed up to
cover the cost of other taxes);

Holiday gifts for pensioners (grossed up to cover the cost of taxes);

Grant after 20 years of service;

Social welfare activities (valued at 0.49% of the cost of grants and pensions,
excluding convalescence pay, reduced electricity costs, holiday gifts, and
the two salary components of home service and Arava addition);

Social welfare fund for pensioners of the defined benefit pension plan;
Life insurance premium payments for pensioners.

2.3.2 Regarding generation C employees, the benefits consist of:

"Up to 35 Years" grant, paid upon retirement, or to survivors in the event
of the employee's death;

Grant for unutilized sick leave;

Subsidized electricity for pensioners (includes VAT and is grossed up to
cover the cost of other taxes);

Holiday gifts for pensioners (grossed up to cover the cost of taxes);

Grant after 20 years of service;

Social welfare activities (valued at 0.49% of the cost of other benefits);
Life insurance premium payments for pensioners.

Disability grant.

Retirement grant.

Grant to survivors, payable upon death of the employee.

2.3.3 Regarding the collective bargaining agreement dated May 17, 2018° (and
subsequent correcting agreements, etc.?), the benefits consist of:

The special retirement program -

o Special early retirement pension

o Lump-sum retirement benefit

o Early retirement budgetary pension, for generation A and B
employees

o “Bridge” pension for generation C employees

o Continuing accrual of pension benefits for generation C employees.

3 Special collective bargaining agreement (“reform, structural and organizational changes”)

4 Including:

Special collective bargaining agreement (“voluntary early retirements above age 64”), from 07/05/2019

Special collective bargaining agreement (“reform, structural and organizational changes — correction 2”), from 21/01/2020

Special collective bargaining agreement (“reform, structural and organizational changes — correction 3”), from 30/11/2020

Special collective bargaining agreement (“early retirements, tenured employment limits, lump-sum benefits to employees
whose services are lent to private electricity producers or who transfer to the System Management Company, and various
other matters”), from 30/11/2020

Collective bargaining agreement, between the System Management Company, workers’ committee and national trade union

Agreement between the System Management Company and the Israel Electric Company, from 30/11/2020.

Collective bargaining agreement (Early Retirements), from 03/11/2024.

4
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e Additional retirement pension — upon separation from employment for any
reason other than death, disability or early retirement under the special
retirement program.

e Additional disability pension.

¢ Additional lump-sum pre-retirement death benefit.

e Additional benefits for employees whose services are being lent to private
electricity producers -

o Additional retirement pension for such employees

o Lump-sum benefits only, for generation C employees who retire
before meeting minimum age/service requirements.

o Additional grant

e Additional benefits for employees who transfer to the System Management
Company

o Additional retirement pension for such employees

234 In respect of non-permanent employees who are employed under a special
agreement, or who are covered by a special collective bargaining agreement
regarding continuing temporary employees:

. Regarding employees who are employed under a special agreement, the
benefits include supplementary severance pay upon termination of
employment or old-age retirement, or at the end of the maximum period
allowed for this type of employment, whichever comes first.

o Regarding continuing temporary employees who are covered by a special
collective bargaining agreement, the benefits include:

o Grant after 20 years of service;
o "Up to 35 Years" grant, paid upon retirement, or to survivors in the
event of the employee's death;

Grant for unutilized sick leave;

Disability grant;

Retirement grant;

Grant if employment terminated, because of unsuitable job

performance;

Grant to survivors, payable upon death of the employee;

o For project-based employees - enhanced severance pay for the period

of coverage under the special agreement.

O O O O

O

Pensions are adjusted every January, according to the rate of change in the consumer price
index (the ratio of the index for the most recent month of December to the index for the
previous December).

The valuation does not take into consideration the possible payment of other benefits or
increases to existing benefits at Company discretion, except for the allowance for early
retirements requiring Company approval, that is based on assumed early retirement rates
(please see section 5.4 below).

Methodology and Actuarial and Accounting Principles

3.1

In accordance with IAS 19, liabilities were calculated using the Projected Unit Credit method.
Under this method, the liability is calculated as the present value of projected payments to
employees and pensioners in respect of the relevant benefits based on the accrued rights of
employees and pensioners as of the valuation date (the "past obligation"). The calculation
projects each employee and pensioner's expected benefit payment amounts and dates, while
taking into account the projected salary growth rate, mortality, termination and disability rates

5
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of employees and pensioners, as well as labor agreements and the Company's benefit payment

policy.

3.2

The liabilities and additional disclosures in this report were calculated and presented in

accordance with the Company's accounting policy as detailed in sections 3.3-3.10 below.

33

The method by which the accrued benefits are defined, is as follows>:

Benefit

Methods for the Calculation of Liabilities (that
are attributed to the current period and to prior
periods)

Post-employment pension (including disability
pension) and social welfare activities

Based on the benefit formula in the pension plan,
including the pension percent per year of service and
the number of years of past service.

Subsidized electricity and holiday gifts for
pensioners, grossed up to cover the cost of taxes

For Generation A and Generation B employees:

e Benefit is fully accrued after age 40 and 10
years of service.

e  Until then, benefit is accrued according to the
ratio between: (1) actual service, and (2)
service projected to the age of full accrual.

For Generation C employees, the years of service to
which the benefit is attributed, depend on age at start
of employment:
e Start on or before age 45 - 15 years of service
beginning at age 45
e Start between ages 46 and 51 (males) or
between ages 46 and 49 (females) - 15 years
beginning at start of employment.
e Start after age 51 (males) or after age 49
(females) - 10 years beginning at age 57
(males) or at age 54 (females).

Death-in-service survivors' pension

Benefit fully accrued.

Severance pay upon termination of employment
without entitlement to pension, and "up to 35 years"
grant

Based on eligibility on the valuation date. Benefit is
accrued based on service. For the "up to 35 years of
employment" grant, there is a 35-year accumulation
maximum.

Grant for excess years

Accrual begins upon reaching 35 years of service. For
employees with service in excess of 35 years, the
accrued liability is calculated according to the terms
of the benefit itself, that is, according to the number of
excess service years (over 35 years) up until the
valuation date.

Grant for unutilized sick leave

According to the number of unutilized sick leave days
as of the valuation date®.

Grant for disability retirement

According to eligibility on the valuation date. Based
on the number of years of past service, up to a
maximum of 30 years (up to 15 regular salaries).

20-year grant

Based on the ratio of accrued service to 20 years.
There is no liability in respect of employees with over

That is, the method by which benefits are attributed to periods of employment.

Generation C employees, the terms of eligibility and amount of the grant are dependent on the age at the termination age and the
rate of utilization of sick days, are defined in the special collective agreement (retirement as a Generation C pensioner) signed in

April 2022.
6

Thelma Yellin 6, Jerusalem 9371639 Tel: 02-5318811 Fax: 02-6766290



Alan Fefferman — Actuarial Services Ltd.

Benefit Methods for the Calculation of Liabilities (that
are attributed to the current period and to prior
periods)
20 years of service, (as they would have already
received the grant).
On a ‘"straight-line" basis from the start of
Supplementary severance pay for employees

employed by special agreement (who are not
permanent employees)

employment to the end of the maximum employment
period or until retirement age (67), whichever comes
first.

Social welfare fund

On a ‘straight-line" basis from the start of
employment up to the date that the employee reaches
age 50/55 (male/female) or reaches 30 years of
service, whichever comes last.

Life insurance premiums

The liability calculation for life insurance premiums,
is prepared on the basis of two thirds of the insurance
premium for death, which takes into consideration
pensioners contributions to the cost of the benefit.
Premium amounts are indexed monthly to changes in
the cost of living index. Calculation of the accrued
liability, is determined on a "straight-line" basis, from
the start of employment to the average age of
retirement (66).

Special additional pension under the special
retirement program, Reform benefits including
disability pension, and lump-sum benefit for death
from active service.

Benefits are fully accrued.

The special retirement program: lump-sum
retirement benefit, early retirement budgetary
pension and “bridge” pension for employees insured
under “old” pension plans

Benefits accrue according to service.

The special retirement program: “bridge” pension for
employees insured under “new” pension plans, and
continuing accrual of pension benefits for employees
insured under "old" or "new" pension plans

“Bridge” pension — the entitlement is accrued
according to the ratio between the accumulated
account balance in a “new” pension plan projected to
the early retirement date (and multiplied by an
accumulation factor), and the same projected account
balance plus projected notional contributions (for
employee and employer contributions based, on
20.5% of the determined salary), and assumed net
interest (3.74% per year, CPI-linked) from the early
retirement date to the statutory retirement date;
Continuing accrual of pension benefits - accrue on a
“straight line” basis, from the date that the collective
bargaining agreement from May 17,2018 entered into
effect (November 4, 2018), until the date of
retirement.

Additional reform pension

Each employee’s entitlement is determined according
to a “coordinated amount” comprised of the
“milestones” that will be realized by the date of
retirement (based on statutory retirement age) or by
the end of a subsequent extension period. The
maximum entitlement is the “base amount” ascribed
to the date of retirement. Each “milestone” is accrued
on a “straight line” basis, from the date that the
collective bargaining agreement of May 17, 2018
entered into effect (November 4, 2018), to the

7
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Benefit

Methods for the Calculation of Liabilities (that
are attributed to the current period and to prior
periods)

expected date of the milestone's realization, or to the
statutory retirement date, whichever is earlier.

Employees whose services are lent to a private
electricity producer in an electricity generation site
that has been sold: lump-sum retirement benefit,
early retirement (“budgetary”) pension, “bridge”
pension and continuing accrual of pension benefits
for employees insured under an "old" or "new"
pension plan, and an additional one-time grant.

Benefits accrue on a “straight line” basis, from the
date that the May 17 2018 collective bargaining
agreement went into effect (November 4, 2018), until
5 years after the date on which services began to be
lent.

Employees transferring to the System Management
Company

Additional  "system  management
retirement pension - the entitlement has
completely.

company"
accrued

Voluntary early retirement for employees over age

64

The liability has accrued completely

For post-employment benefits, actuarial gains or losses are credited or charged directly to
owners' equity. For employee benefits that are not post-employment benefits, actuarial gains

Valuation results are presented in Appendix A on a nominal basis. Consequently, the interest
cost and the expected return on assets are calculated according to nominal interest rates at the

Current service cost is calculated in respect of benefits accrued during the reporting period
using the attribution method described in section 3.3. For example, for the post-retirement

o until an employee reaches 35 years of service, the current service cost reflects the

e after an employee reaches 35 years of service, the current service cost reflects the
After a benefit is accrued fully, the current service cost for that benefit is zero. The current
service cost for a calendar year is calculated once a year, based on the actuarial assumptions
in effect as at the end of the previous year. At the end of each calendar quarter, one-quarter of

the annual current service cost is charged to profit and loss. Any difference between the current
service cost charged to profit and loss, and the actual current service cost based on updated

The interest cost and expected return on plan assets, are based on a nominal annual interest
rate of 5.52%; that is, the uniform discount rate inherent to the defined benefit obligation as at

The current service cost presented in this report has been reduced in respect of employees'

34
or losses are credited or charged to profit and loss.
3.5
beginning of the year.
3.6
pension benefit:
incremental pension percentage;
incremental grant.
actuarial assumptions and plan experience, constitutes an actuarial gain or loss.
3.7
December 31, 2024.
3.8
contributions’. That is, a net service cost is presented.
3.9

The value of assets presented in Appendix A was disclosed to me by the Company and was
not checked by me.

" Data regarding the sum of employees’ contributions were received from the company.

8
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3.10 Termination benefits® presented in Appendix A, are defined as payments to existing pensioners
until they reach the average expected age of retirement (as derived from actuarial assumptions
regarding the probability of retirement at each age). Actuarial gains or losses from termination
benefits are not included in those presented in appendix A, (but are credited or charged to the
Company's profit and loss statement).

8 As the term is defined in TAS 19

9
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4. Data on which the Valuation is Based

The valuation is based on data that we received from the Company. We have not performed detailed
checks of the data nor have we compared them to the original data source. We have checked the
reasonability of the data in general and by comparison to the previous quarter's data. The primary data
that we received is described as follows (for additional details, please see Appendix D):

4.1 Employee and pensioner data’ — we received files on July 8, 2025, containing data for each
employee and pensioner entitled to their relevant benefits. The data includes information
regarding age, gender, pension or salary components, rank, service, etc. as at the valuation
date. In addition, these files include data for the average monthly value of the holiday gift
(grossed up to cover the cost of taxes).

4.2 We made the following adjustments to the data as per the Company's instructions'”:

4.2.1 Increase of salaries and pensions by 0.49% to cover the cost of social welfare
activities. This increase applies to all components of salary and pension, except
for convalescence pay, the Arava addition, home service, holiday gifts and
reductions in the cost of electricity.

422 We received a file from the Company, containing a list of employees who retired
soon before the date of the valuation, and therefore we assumed immediate
retirement for them.

4.2.3 Salary adjustments to senior employees of salary-grade 70, as per Company
instructions.

? There are possibly a few pensioners who may have died, and whose death has not yet been reported to the Company. Such a possibility
is not expressed in the actuarial valuation.
19 The manner and rates of adjustment, were stipulated in the Company's instructions, and were not determined or checked by us.
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4.3 Below is a summary of the data described above:

Before the adjustments mentioned in section 4.2 above

Lo Average Avergge

Group Number | Monthly salary/pension in NIS e service
& (years)

Defined benefit pension plan (Generation A + B) *
Employees 2,960 63,105,566 58.9 33.6
Pensioners — former employees 6,628 102,211,654 721
Pensioners — survivors (including 1,905 16,481,840 774
orphans)
Generation C**
Employees 3,414 44,333,115 47.5 17.2
Pensioners — former employees 119 19,822 71.0
Pensioners — survivors (including 28 4,664 55.7
orphans)
Employees under special agreements (non-permanent employees) ***
Employees | 176 | 1,505,385 | 333 | 20

employees ****

Employees covered under special collective bargaining agreement regarding continuing temporary

Employees | 1,808 | 13,222,572 | 396 | 6.9
After the adjustments mentioned in section 4.2 above

Average Average
Group Number | Monthly salary/pension in NIS a eg service

& (years)

Defined benefit pension plan (Generation A + B) *
Employees 2,945 63,330,870 58.9 33.8
Pensioners — former employees 6,643 103,077,719 72.1
Pensioners — survivors (including 1,905 16,556,469 774
orphans)
Generation C**
Employees 3,369 43,912,695 47.4 17.5
Pensioners — former employees 164 27,318 67.8
Pensioners — survivors (including 28 4,664 55.7
orphans)
Employees under special agreements (non-permanent employees) ***
Employees | 176 | 1,512,761 | 333 | 20

Employees covered by special collective bargaining agreement regarding continuing temporary
employees ****

Employees | 1,808 | 13,287,363 | 396 | 69

* Monthly salary and pension data presented for employees and pensioners covered
by the defined benefit pension plan include all the components to which the
employee or pensioner is entitled, including regular salary'!, shift work, home
service, Arava addition, convalescence pay, 13" salary (one-twelfth of the annual
amount), 14" salary (one-twelfth of the annual amount) and value of holiday gifts
(grossed up for tax). The amounts of the 13™ and 14" salaries were calculated by

1" Includes “combined salary”, “managerial increment”, “service addition”, “personal addition”, “continuing education addition” and
"physical effort” addition.
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dividing the regular salary by 12 in respect of all those qualifying based on service
data.

The generation C monthly salary (for the purpose of calculating grants and
severance pay) includes all the components to which the employee or pensioner is
entitled, including regular salary, 13% salary (one-twelfth of the annual amount), 14"
salary (one-twelfth of the annual amount), and grossed up value of holiday gifts.
The amounts of the 13" and 14" salaries were calculated by dividing the regular
salary by 12, for all those who are entitled to them.

The disclosed salary for non-permanent employees who are employed under a
special agreement, is the salary for severance pay only (in the data file that was
received, there are two salary fields — regular salary and severance pay. The field
that is used for calculations is the severance pay).

The disclosed salary for non-permanent employees who are employed by special
agreement for "continuing temporary employees", is regular salary only (as it

appears in the data file received).

4.4 The data received regarding assets, payments and contributions (in nominal terms), include all
of the following:
Data item NIS '000
Assets as at the valuation date
4.4.1 Balance of plan assets for post-employment benefits 40,287,067
442 Balance of assets according to paragraph 116A of IAS 19 1,071,657
Benefit Payments during the reporting period (01/01/2025-30/06/2025)
443 Increased severance pay benefits to employees under special agreements 337
444 "20-year grant" 726
4.4.5 Termination benefits — for paid benefits by the Fund, and for benefits not
paid by the Fund (electricity discount, holiday gifts) 8,233
Termination benefits — for paid benefits by the Fund only 7,808
4.4.6 Post-employment benefits (excluding termination benefits) 620,642
4.4.6.1 | Grant for unutilized sick leave 14,973
4.4.6.2 | "upto 35 years" grant 2,419
4.4.7 Electricity discount and holiday gifts 47,072
4.4.8 Withdrawals from plan assets for payment of benefits 709,065
449 Withdrawals from trust assets for payment of benefits 31,640
Contributions during the reporting period
4.4.10 Company's contributions, including plan assets costs 93,000
4.4.11 Employees' contributions to plan assets 7,303
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Actuarial Assumptions

The assumptions detailed below represent the Company's assumptions — the Company being the entity
authorized to set assumptions according to IAS 19. The financial assumptions (section 5.1 below) are
based on generally accepted market data as published by an external party. The remaining assumptions
were set by the Company, partially with the advice of the previous actuary, and in my opinion they are
reasonable.

In the future, there may be changes to the assumptions, because of checks of demographic data regarding
employees and pensioners or of other relevant data, that are performed from time to time, and/or because
of the publication of new mortality or morbidity tables by the ministry of finance or other relevant body,
to the extent that it will be decided that such tables are relevant to the Company.

5.1 Financial assumptions

e Inflation rate — the difference between the nominal spot interest rate (rate of return to
maturity for non-indexed, high quality government bonds) and the real spot interest rate
(rate of return to maturity for CPI-indexed, high quality government bonds). For the
actuarial valuation, there is essentially no requirement for an explicit assumption for
inflation, since, according to the Company’s accounting policy, the interest discount rate
is set according to CPI-indexed bonds (please see below), and since the assumed salary
increases are mostly set in real terms. The rate of inflation is relevant for calculating the
anticipated erosion in value of pension payments and the electricity discount,
convalescence pay and holiday gift components of salary, since they are all linked to CPI
on a yearly basis (and not monthly). The future rate of inflation that was derived for the
purpose of evaluating the erosion in real values, is based on a duration of 13.2 years, and
stands at 2.3%.

An adjustment to pension amounts and to the electricity discount, convalescence pay and
holiday gift components of salary, is made in respect of the change in the CPI index from
the time of their last update until the date of valuation.

From a technical perspective, the cash flows that we calculated for the valuation are the
projected future payments of pensions and other benefits in real-terms (without future
inflation). Therefore, the real discount rates described below (based on the CPI-indexed
corporate bonds) are appropriate for discounting the cash flows.

e Discount rates — on November 25, 2014, the Israel Securities Authority published its
position that in Israel there exists a deep market in high quality CPI-indexed corporate
bonds. In accordance with Company’s accounting policy, the discount rates used in the
valuation are taken from a yield curve based on market data for high quality, CPI-indexed
corporate bonds as at the valuation date, as determined by Mervach Hogen Ltd. The use
of these interest rates is required by IAS 19, given the Company's opinion (which
coincides with that of other Israeli corporations) regarding the existence of a deep market
in high quality corporate bonds in Israel.

If plan assets yield lower real returns than the discount rates, based on their fair value, the
net liabilities (total liabilities minus the value of plan assets) will increase, and vice versa.

See Appendix B for details of the projected benefit cash flows.
See Appendix C for information regarding the interest rates.

e The interest cost and expected return on plan assets and trust assets for the reporting
period were based on a yearly interest rate of 5.52% as explained in paragraph 3.7 above.
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Salary and Benefit Increases

The actuarial valuation was performed in accordance with IAS 19, which requires that
liabilities should be calculated based on existing labor and pension agreements on the
valuation date. Accordingly, the valuation took into consideration that salary components will
increase according to the framework of salary increases and increases in salary grade which is
found in the Company's existing labor agreements and policies and according to general salary
and cost-of-living agreements, without the possibility of creating new salary grades or other
changes to employment terms and to the existing system of salary increases and increases in
salary grade.

5.2.1

522

In July 2023, a collective bargaining agreement (framework), was signed for the
public sector, that is likely to apply also to workers of the Israel Electric
Company. The agreement is for the period 01/01/2020 — 31/12/2027.
Consequently, for employees who are expected to retire after 2027, it is necessary
to set an actuarial assumption regarding salary increases after 2027, that

would result from future, similar, collective bargaining agreements. Given
projected rates of inflation, the assumption is that in each year after 2027,
salaries will grow at the rate of 90% X (inflation rate — 0.73%), where
inflation rate is the projected rate of inflation for that year. On average, for
years after 2027, it is equivalent to an assumption that the salary will increase by
the CPI increase minus 0.90%. Projected inflation rates are derived from the
differences between two investment yield curves: the yield curve for government
of Israel negotiable bonds that are CPl-indexed, and the yield curve for
government of Israel negotiable bonds that are not CPI-indexed.

These assumptions affect almost all salary components, but do not affect the
electricity discount, holiday gifts and convalescence pay components (it is
assumed that the Arava and home-service components of salary will be included
in the salary agreements).

It is assumed that the average annual salary increase resulting from promotions
(including promotion to senior management rank) and from changes in eligibility
to new or increased salary components related to the "managerial increment",
"master's degree", "shift work", "home service", and additional salary grade at
Eilat, will be according to the following annual rates:

Employees Who
are Not Senior
Age Managers Senior Managers
Up To 32 1.43% 1.27%
32-37 0.77% 1.27%
37-42 0.43% 1.27%
42 — 47 0.37% 1.27%
4752 0.34% 1.27%
52 -57 0.26% 1.65%
57-62 0.20% 0.91%
Over 62 0.17% 0.76%
14
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5.2.3 For employees who at the valuation date are not entitled to continuing-education-
payment A and/or continuing-education-payment B, the annual rate of eligibility
is as follows:

Eligible for Eligible for
Age payment A payment B
Until 40 7.8% 3.5%
40 — 50 3.5% 1.5%
50 — 60 1.1% 0.8%
Over 60 0.0% 0.4%
524 It is assumed that the ceiling for "continuing-education-payment B" for

employees at salary grade 44 and above will be linked to salary and cost-of-living
allowance agreements. As at the valuation date, the ceiling stands at
NIS 1,104.08'2.

5.2.5 According to labor agreements, the value of holiday gifts (grossed-up for the cost
of taxes) and convalescence pay will increase by the actual rate of increase in the
CPI, and that the update (for CPI) of convalescence pay takes effect in January of
each year, and the update of holiday gifts also takes effect in January of each year.
The cost of holiday gifts for pensioners is increased to cover the cost of taxes, at
a rate of 18.20% (at all ages), and for pensioners who retired before statutory
retirement age the cost is also grossed-up for National Insurance tax at a rate of
about 19.26%, until they reach statutory retirement age.

5.2.6 The cost of the electricity discount is calculated according to the electricity tariff
for a domestic consumer at the valuation date (the fixed monthly fee before VAT
is NIS 24.14%, the fixed monthly KVA fee before VAT is NIS 4.78!* and the
variable rate per kilowatt-hour before VAT is NIS 0.5425) and according to the
following, forward-looking assumptions:

e [tis assumed that the change in tariff for discounted electricity (including
VAT and grossing-up for other taxes) will be linked to the CPL

e Towards the end of the year 2021, we performed an experience study of
subsidized electricity consumption among Company pensioners during
the years 2016-2021. Actuarial assumptions were updated based on the
results of the study, including assumptions regarding subsidized
electricity consumption (in terms of kilowatt-hours) that vary according
to age and type of pensioner: (a) old-age or disability pensioner, (b)
recipients of survivors’ pensions (excluding orphans). It is assumed that
the average level of electricity consumption for a pensioner at any given
age will remain constant:

12 This amount was received from the Company.

13 Weighted average of NIS 22.97 for a single-phase base meter, and NIS 24.43 for a triple-phase base meter. Approximately 20% of
employees/retirees use a single-phase base meter and 80% use a triple-phase base meter.

14 This data was determined based on average connection size as reported by the Company.
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Average Monthly Electricity Consumption (kilowatt-hours) by Age and Type of Pensioner

Age Old-age or Recipients Age Old-age or Recipients Age Old-age or Recipients
Disability of Disability of Disability of
Pensioners  Survivors' Pensioners  Survivors' Pensioners  Survivors'
Pensions Pensions Pensions

40 1,140 1,051 59 1,108 882 77 961 756
41 1,140 1,051 60 1,097 872 78 956 751
42 1,140 1,051 61 1,087 866 79 951 747
43 1,140 1,051 62 1,077 862 80 947 745
44 1,140 1,051 63 1,067 859 81 942 745
45 1,140 1,051 64 1,057 856 82 939 745
46 1,140 1,051 65 1,048 852 83 935 746
47 1,140 1,044 66 1,039 847 84 932 746
48 1,141 LO37H 0 67 1,030 ga2 | [ 85 929 745
49 1,142 LOSOT 1 g 1,022 835| | 86 926 741
>0 1,142 1,023 69 1,014 827 87 924 733

51 1,143 1,015
70 1,006 818 88 922 719

52 1,143 1,008
53 1,144 1,001 71 998 809 89 921 696
54 1,145 994 72 991 799 90 919 696
55 1,145 987 73 985 789 91 919 696
56 1,143 949 74 978 779 92 919 696
57 1,131 918 75 972 770 93+ 919 696

58 1,120 897 76 966 762
16
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As noted above, towards the end of the year 2021 we performed an
experience study based on data regarding electricity usage among
pensioners during the 5 year period from 2016-2020. Actuarial
assumptions were updated based on the experience study, including
assumptions regarding the incidence of pensioners who are not eligible
for or do not utilize the electricity subsidy benefit, that vary according to
age and type of pensioner: (a) old-age or disability pensioner, (b)
recipients of survivors’ pensions (excluding orphans).:

Old-age or Rem(};);ents Old-age or Rem(;));ents Old-age or Rem(l))%ents
Age | Disability . , Age | Disability . , Age | Disability . ,
. Survivors . Survivors . Survivors
Pensioners . Pensioners . Pensioners .
Pensions Pensions Pensions
21- 8.2 20.8% 65 3.7% 11.7% 84 5.1% 10.1%
46 o o 66 3.6% 10.6% 85 5.4% 11.0%
V) V)
47 7'8f 22'5f 67 3.6% 9.5% 86 5.6% 12.0%
48 7.49 23.89
9 - 10/" - 7; 68 3.6% 8.6% 87 5.9% 13.0%
- 6'80/" 25'2; 69 3.5% 7.8% 88 6.2% 14.0%
. 0 . 0
51 64% 25.4% 70 3.52& 7.12& 89 6.5:A> 15.02&
) 6.1% 5 2% 71 3.5% 6.5% 90 6.8% 15.9%
33 599, 24.9% 72 3.6% 6.0% 91 7.1% 16.7%
54 36% 24.3% 73 3.6% 5.7% 92 7.5% 17.4%
55 530, 23.5% 74 3.7% 5.5% 93 7.9% 18.1%
56 5.1% 22.6% 75 3.7% 5.4% 94 8.2% 18.5%
57 4.9% 21.6% 76 3.8% 5.5% 95 8.6% 18.8%
58 4.7% 20.4% 77 3.9% 5.7% 96 9.1% 18.8%
59 4.5%, 19.2% 78 4.1% 6.0% 97 9.5% 18.6%
60 4.3% 17.9% 79 4.2% 6.4% 98 9.9% 18.0%
61 4.2% 16.6% 80 4.3% 7.0% 99 10.4% 17.2%
62 4.0% 15.4% 81 4.5% 7.6% 100 10.9% 17.2%
63 3.9% 14.1% 82 4.7% 8.4% 101+ |  10.9% 17.2%
64 3.8% 12.9% 83 4.9% 9.2%
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5.2.7 It is assumed that there were no changes, and will not be any changes in future, to
each employee's level of full or part-time employment, and that each employee's
current level of full or part-time employment, also applied in the past and will also
apply in the future.

5.2.8 There is a group of employees who were entitled in the past to a "shift-work
addition" to their salary, and who are classified as entitled to this addition as part
of their pensionable salary. It is assumed that their pensions will be increased
accordingly.

529 An update for pension amounts takes place in the month of January each year, in
accordance with the rate of annual change in the Consumer Price Index (the ratio
of the index for the most recent month of December to the index for the previous
December). In cases when the change in CPI is negative, pension amounts are not
revised downwards. Instead, a future pension adjustment in respect of a positive
change in the CPI index will be implemented only after offsetting the negative
change in CPI that had accumulated since the previous pension update.

e Inrespect of non-permanent employees under special agreements, as well as employees
covered by a special collective bargaining agreement regarding continuing temporary
employees, real annual salary growth of 2.0% is assumed, that includes both general
salary increases as well as individual employee salary increases.

53 Mortality and Disability rates
5.3.1 See Appendix E below regarding changes made in the past to mortality
assumptions.
5.3.2 Life Expectancy Improvements (Decline in Mortality Rates)

The mortality assumptions are significant for the valuation of actuarial liabilities.
Life expectancy changes with changes in medical practice and lifestyles. The
actuarial assumptions take into account a continuing increase in life expectancy for
the future.

The base mortality rates detailed below are correct as of December 31, 2022.

The assumed rates of decline in mortality rates (leading to assumed, increased life
expectancies) after December 31, 2022, are in accordance with Circular 2024-9-8
("Amended Provisions for Liability Measurements — Updated Demographic
Assumptions for Life Insurers and Pension Plans™), published on November 27,
2024 by the Capital Markets, Insurance and Savings Authority, with immediate
effect. Note that there is great uncertainty regarding future changes in mortality
rates, and alternative assumptions may be just as reasonable (please see section 8.4
below).

5.3.3 Mortality Tables - Introduction

In the year 2024, a study was conducted of mortality experience among employees
and pensioners of the Company during the years 2013-2024. The study was
conducted separately for each of the following groups, and for each gender
separately: employees, pensioners, surviving spouses, and disabled individuals.
Consequently, for each group and gender, the Company adopted as its actuarial
assumption, combined mortality rates that give expression both to the mortality
experience revealed by the study, as well as to "standard" mortality rates which
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were published by the Capital Markets, Insurance and Savings Authority in
Circular 2024-9-8. The more statistically credible is the company's own mortality
experience, the more weight is given to that experience, and the less weight is given
to the "standard" mortality tables.

534 Pensioner Mortality Tables
The assumption consists of the following components:
Gender Expression of Company Weight Standard Weight
Experience Given to Mortality Given to
(as percentages of mortality Company | Table from Standard
tables from Circular 2024-9-8) Experience Circular Table
2024-9-8
Male 103.8% of table P3-C 83.4% Table P-3C 16.6%
Female 107.8% of table P3-C 27.3% Table P-3C 72.7%
Below are examples of remaining life expectancies for pensioners, based on
the assumptions above, including assumed future extensions of life
expectancy:
Age and Year Male Female
Age 67 at end of year 2024 21.39 years 23.50 years
Age 67 at end of year 2032 22.06 years 24.14 years
5.3.5 Mortality Tables for Surviving Spouses
The assumption consists of the following components:
. Standard .
Expression of Company Weight Mziltael‘i{[ Weight
Experience Given to Y Given to
Gender . Table from
(as percentages of mortality Company Circular Standard
tables from Circular 2024-9-8) | Experience 2004-9-8 Table
Male 102.8% of table P-5D 14.5% table P-5D 85.5%
Female 98.7% of table P-5D 72.9% table P-5D 27.1%
5.3.6 Mortality Tables for Active Employees
The assumption consists of the following components:
. Standard .
Expression of Company Weight Mziltael‘i{[ Weight
Experience Given to Y Given to
Gender . Table from
(as percentages of mortality Company Circular Standard
tables from Circular 2024-9-8) | Experience 2004-9-8 Table
Male 90.1% of table P-1B 16.1% table P-1B 83.9%
Female 97.5% of table P-1B 4.3% table P-1B 95.7%
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5.3.7 Mortality Tables for Disabled Employees
The assumption consists of the following components:
o Age67+:
. Standard .
Expression of Company Weight Mgrrltaellirty Weight
Gender Experience . Given to Table from Given to
(as percentages of mortality Company Circular Standard
tables from Circular 2024-9-8) | Experience 2024-9-8 Table
Male 120.8% of table P-3C 29.9% table P-3C 70.1%
Female 107.8% of table P-3C 27.3% table P-3C 72.7%
e Below age 67:
. Standard
Expression of Company Weight andar
. . Mortality . .
Experience Given to Weight Given to
Gender . Table from
(as percentages of mortality Company . Standard Table
tables from Circular 2017-3-6) | Experience Circular
2024-9-8
st .
1* year after retirement: 12 8y:;;r ’ ¥ year:
1210.7% of table P-7 o 71.6%
Male ] Subsequent | table P-7
Each subsequent year: years: Subsequent years:
) ° 0
101.4% of table P7 12.1% 87.9%
st .
1* year after retirement: ! 7 };;m 1% year:
1256.1% of table P-7 o0 92.8%
Female o Subsequent | table P-7
Subsequent years: 128.2% years: Subsequent years:
: o
of table P7 7 8% 92.2%
5.3.8 Disability Incidence

Thelma Yellin 6, Jerusalem 9371639 Tel: 02-5318811 Fax: 02-6766290

In the year 2025, a study was conducted of the incidence of disability

retirements among Generation A and Generation B employees in the years
2008-2024. Based on the study, the company adopted the following rates for
Generation A and Generation B employees:
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Age Male Female
18 0.023% 0.013%
19 0.024% 0.014%
20 0.024% 0.015%
21 0.025% 0.016%
22 0.026% 0.017%
23 0.027% 0.019%
24 0.028% 0.021%
25 0.029% 0.023%
26 0.030% 0.024%
27 0.032% 0.027%
28 0.033% 0.029%
29 0.035% 0.031%
30 0.036% 0.034%
31 0.038% 0.037%
32 0.040% 0.040%
33 0.043% 0.043%
34 0.045% 0.048%

Age Male Female Age Male Female
35 0.048% 0.051% 52 0.201% 0.216%
36 0.051% 0.055% 53 0.223% 0.231%
37 0.054% 0.061% 54 0.246% 0.246%
38 0.057% 0.066% 55 0.272% 0.262%
39 0.061% 0.071% 56 0.299% 0.279%
40 0.068% 0.077% 57 0.327% 0.296%
41 0.076% 0.084% 58 0.357% 0.314%
42 0.085% 0.092% 59 0.389% 0.333%
43 0.094% 0.100% 60 0.421% 0.352%
44 0.106% 0.108% 61 0.454% 0.373%
45 0.118% 0.117% 62 0.489% 0.394%
46 0.122% 0.131% 63 0.523% 0.417%
47 0.128% 0.145% 64 0.559% 0.440%
48 0.138% 0.159% 65 0.595% 0.462%
49 0.150% 0.173% 66 0.631% 0.485%
50 0.165% 0.187%

51 0.182% 0.201%

In the year 2021 a study was conducted of the incidence of disability
retirements among Generation C employees in the years 2014-2019. In
accordance with the study, the assumption is calculated by multiplying 40%
by the following weighted average:

] 80% of the rate listed in table P-8B of Pension Circular 2017-3-6;
] 20% of the rate listed in table P-8C of Pension Circular 2017-3-6.
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539 Recovery from Disability and Return to Work as an Active Employee
For purposes of the actuarial valuation, it is assumed that employees who retire
because of disability will not return to work for the Company.

5.4 Normal Retirement Age, Termination of Employment, and Early Retirement
541 These assumptions were set by the company.
54.2 It is assumed that normal retirement will occur at the statutory mandatory

retirement age of 67. Employees over age 67 are assumed to retire within 12
months of the valuation date.

543 Termination of Employment and Early Retirement (before normal retirement
age), for Generation C Employees:

e Involuntary and Voluntary Termination
In 2024 a study was conducted of withdrawal rates among Generation C
employees during the seven years from 2017 to 2023. Actuarial
assumptions were set accordingly:

Annual Involuntary Annual Voluntary
Age Termination Termination Rate
g (without entitlement to

employee benefits)
Up t0 39.99 0.36% 0.57%
40-44.99 0.32% 0.26%
45-49.99 0.12% 0.11%
50-66.99 0.12% 0.0%

e Early Retirement

50% of the rates of retirement (by age) for Generation A and Generation
B employees, starting from the earlier of:

= Age 60, or later age after completion of 15 years of service
= Retirement age as defined in the Retirement Age law, or later age
after completion of 10 years of service.

5.4.4 Terminations and Early Retirements (Prior to Normal Retirement Age), for
Generation A and Generation B Employees (Covered by the Budgetary Pension

Plan):

It is assumed that there will be no employment terminations, except for early
retirement.

Rates of early retirement, constitute an assumption regarding early retirements
that are not categorized as "termination benefits" under IAS 19. According to IAS
19, it is not permitted to recognize in advance the cost of terminations from
employment, except under certain conditions. In practice, it is difficult to
distinguish between early retirements that must be categorized as “termination
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benefits” and other early retirements, so that it is very difficult to set the actuarial
assumption. It is even more difficult to set the assumption because employees'
behavior regarding retirement is greatly affected by past special retirement
programs and anticipated future special retirement programs.

The early retirement assumption is based on Company experience during the
years 2002-2016, not including employees who retired under special early
retirement programs. Assumed rates of early retirement vary by age and sex, as
detailed in the two tables below:

Early Retirement Rates for Early Retirement Rates for
Employees Covered by the Defined Employees Covered by the Defined
Benefit Pension Plan Benefit Pension Plan
Age Female Male Age Female Male
Up to 40 0.0% 0.0%
40 0.0% 0.1% 54 0.2% 0.1%
41 0.0% 0.1% 55 0.2% 0.1%
42 0.0% 0.1% 56 0.2% 0.1%
43 0.0% 0.1% 57 0.4% 0.1%
44 0.0% 0.1% 58 0.4% 0.1%
45 0.0% 0.1% 59 0.4% 0.2%
46 0.0% 0.1% 60 0.4% 0.4%
47 0.0% 0.1% 61 0.4% 0.6%
48 0.1% 0.1% 62 2.6% 1.0%
49 0.1% 0.1% 63 0.7% 1.3%
50 0.1% 0.1% 64 0.7% 1.6%
51 0.1% 0.1% 65 4.4% 1.9%
52 0.1% 0.1% 66 7.3% 2.3%
53 0.2% 0.1%

On November 4 2018, a collective bargaining agreement of May 17, 2018, went
into effect, that includes a special retirement program under which 1,803
employees retired in the years 2018 - 2024. Similarly, on November 30 2020,
a collective bargaining agreement went into effect that enlarged the special
retirement program, so that 200 additional employees retired voluntarily
between the years 2021 — 2023. At the time of retirement, employees must have
been above age 55 (younger ages were allowed under certain circumstances)
and below age 64 in order to be eligible for the program. Therefore, it is
assumed that there will be no other early retirements (beyond the 1,803 and 200
mentioned above) between ages 55-63, until the end of December 2025.

On November 3, 2024, a collective bargaining agreement went into effect which
expanded the special early retirement program, so that an additional 300
employees will retire between January 1, 2025 and June 30, 2026.
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Termination of Employment for Non-Permanent Employees Employed Under Special Agreements:

Assumed rates of termination with eligibility for the benefits included in this valuation, are detailed
in the following table:

Service Rates of Involuntary Rates of Voluntary
Termination Termination
(eligible for benefits) (not eligible for benefits)
0 3.0% 0.0%
1 1.5% 0.0%
2+ 0.0% 0.0%

In addition to the rates specified above, for non-permanent employees employed under special
agreement, it is assumed that their employment will be terminated at the end of the maximum
working period according to the special agreements, that is, after 4 or 5 years from the start of
employment'® (regarding employees who have already exceeded the maximum working period, it is
assumed that their employment will end immediately), and that they will receive enhanced severance
pay upon termination. .

Termination of Employment for Employees Covered by a Special Collective Bargaining Agreement
Regarding Continuing Temporary Employees

Assumed rates of involuntary termination as well as voluntary termination are similar to rates of
involuntary and voluntary termination of Generation C employees, as detailed above.

In addition to the rates mentioned above, in coordination with the Company, rates of termination due
to unsuitable job performance, are assumed as follows:
. Employees in their fifth year of employment: yearly rate of 0.70%
Employees in their sixth year of employment: yearly rate of 0.50%
Employees in their seventh year of employment: yearly rate of 0.30%
Employees in their eighth year of employment: yearly rate of 2.0%
Employees in their ninth year of employment or more: yearly rate of 1.0%.

15" For employees whose employment began on or after 5/11/2018, the maximum period of employment is 4 years. In
addition, a list was received from the Company, of employees who have received an extension until a specific date or
until retirement age.
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5.5 Marriage Rates and Age Differences Between Spouses

e Proportion of Married Pensioners, based on the study performed at the end of 2021:

Age | Males | Females Age | Males Females Age | Males Females Age | Males | Females
30 60.6% 73.8% 53 83.9% 68.6% 76 81.4% 47.6% 99 39.9% 4.2%
31 65.3% 76.3% 54 84.0% 68.9% 77 80.4% 45.3% 100 | 37.2% 3.8%
32 69.3% 78.1% 55 84.2% 69.0% 78 79.3% 42.1% 101 | 34.4% 3.4%
33 72.6% 79.4% 56 84.9% 68.8% 79 78.2% 40.4% 102 | 31.5% 3.0%
34 75.7% 80.1% 57 85.4% 68.9% 80 77.0% 37.2% 103 | 28.6% 2.7%
35 77.1% 80.3% 58 85.9% 68.6% 81 75.8% 34.1% 104 | 25.6% 2.5%
36 78.9% 80.5% 59 86.3% 68.8% 82 74.4% 31.2% 105 | 22.5% 2.2%
37 80.8% 80.8% 60 86.6% 68.5% 83 73.0% 28.1% 106 | 19.3% 2.0%
38 81.4% 80.6% 61 86.8% 67.7% 84 71.5% 26.2% 107 | 16.1% 1.8%
39 82.2% 80.0% 62 87.0% 67.7% 85 69.9% 23.0% 108 | 12.7% 1.6%
40 84.1% 79.9% 63 87.1% 67.1% 86 68.2% 21.1% 109 9.3% 1.5%
41 84.3% 78.8% 64 87.1% 66.8% 87 66.5% 18.2% 110 5.9% 1.3%
42 84.1% 78.7% 65 87.0% 65.9% 88 64.7% 15.4% 111 2.3% 0.2%
43 84.2% 77.5% 66 86.9% 64.9% 89 62.8% 13.1% 112 0.0% 0.2%
44 84.3% 77.1% 67 86.7% 64.1% 90 60.9% 11.2% 113 0.0% 0.2%
45 84.0% 76.6% 68 86.4% 62.9% 91 58.9% 9.7% 114 0.0% 0.2%
46 84.0% 76.2% 69 86.0% 61.5% 92 56.7% 7.9% 115 0.0% 0.2%
47 83.9% 75.4% 70 85.6% 59.7% 93 54.6% 6.0% 116 0.0% 0.2%
48 84.0% 75.6% 71 85.1% 58.2% 94 52.3% 6.1% 117 0.0% 0.2%
49 83.8% 75.0% 72 84.5% 56.9% 95 50.0% 6.4% 118 0.0% 0.2%
50 83.8% 72.9% 73 83.8% 54.1% 96 | 47.6% 5.7% 119 0.0% 0.2%
51 84.0% 70.7% 74 83.1% 51.9% 97 45.1% 5.2% 120 0.0% 0.2%
52 83.8% 68.6% 75 82.3% 49.5% 98 42.5% 4.6%

For purposes of the actuarial valuation, it is assumed that widows will not remarry; that is, the
payment of widow pensions will not stop because of remarriage.
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e Age Differences Between Spouses, based on the study performed at the end of 2021:

Age of Male l?e %:i;lie‘: Age of Male l?e %Iel;lfz Age of Male l?e %::;)lie‘:
Empl?yee or Employee or Empl(.)yee or Employee or Empl(.)yee or Employee or
Age Pensioner, Pensioner Age Pensioner, Pensioner Age Pensioner, Pensioner
Minus Minus , Minus Minus ’ Min'us Minus ,
Spouse's Age Spouse's Age Spouse's Age Spouse's Age Spouse's Age Spouse's Age
30 2.1 (3.0) 62 34 (3.0 94 6.6 (3.0)
31 2.1 (3.0) 63 34 (3.0) 95 6.8 (3.0)
32 2.1 (3.0) 64 34 (3.0) 96 6.9 (3.0)
33 2.1 (3.0) 65 34 (3.0 97 7.1 (3.0)
34 2.1 (3.0) 66 3.4 (3.0) 98 7.3 (3.0)
35 2.1 (3.0) 67 34 (3.0) 99 7.5 (3.0)
36 2.1 (3.0) 68 34 (3.0 100 7.6 (3.0)
37 2.1 (3.0) 69 3.4 (3.0) 101 7.8 (3.0)
38 2.1 (3.0) 70 34 (3.0) 102 8.0 (3.0)
39 2.1 (3.0) 71 34 (3.0 103 8.2 (3.0)
40 2.1 (3.0) 72 3.3 (3.0) 104 8.3 (3.0)
41 2.1 (3.0) 73 3.5 (3.0) 105 8.5 (3.0)
42 2.3 (3.0) 74 3.6 (3.0) 106 8.7 (3.0)
43 2.4 (3.0) 75 3.7 (3.0) 107 8.9 (3.0)
44 2.4 (3.0) 76 3.9 (3.0) 108 9.1 (3.0
45 2.4 (3.0) 77 4.0 (3.0) 109 9.2 (3.0)
46 2.5 (3.0) 78 4.2 (3.0) 110 9.4 (3.0)
47 2.5 (3.0) 79 4.3 (3.0) 111 9.6 (3.0)
48 2.6 (3.0) 80 4.4 (3.0) 112 9.8 (3.0)
49 2.6 (3.0) 81 4.6 (3.0) 113 10.0 (3.0)
50 2.7 (3.0) 82 4.7 (3.0 114 10.2 (3.0)
51 2.8 (3.0) 83 4.9 (3.0) 115 10.4 (3.0)
52 2.9 (3.0) 84 5.0 (3.0) 116 10.6 (3.0)
53 2.9 (3.0) 85 5.2 (3.0) 117 10.8 (3.0)
54 3.0 (3.0) 86 5.3 (3.0) 118 11.0 (3.0)
55 3.1 (3.0) 87 5.5 (3.0) 119 11.2 (3.0)
56 3.2 (3.0) 88 5.7 (3.0) 120 114 (3.0)
57 3.4 (3.0) 89 5.8 (3.0)
58 3.4 (3.0) 90 6.0 (3.0)
59 3.4 (3.0) 91 6.1 (3.0)
60 34 (3.0) 92 6.3 (3.0)
61 34 (3.0 93 6.4 (3.0)
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Orphans

The assumed number of children and their ages are in accordance with table P11 of Pension
Circular 2017-3-6.

Utilization of Sick [ eave Days (for calculating the grant for unused sick leave)

It is assumed that every employee's sick-leave utilization ratein the future will be equal to his
average utilization rate in the past. This assumption was set by the Company.

It is assumed that all non-permanent employees employed under a special agreement will
receive enhanced severance pay upon termination of their employment.

Future Company expenses for the administration of the Central Pension Fund for Employees
of the Israel Electric Corporation Ltd. were not taken into account.

Additional actuarial assumptions for the valuation of employee benefits arising from the
collective bargaining agreement of May 17, 2018 (and subsequent agreements):

e Special retirement program - assumed distribution of employees who will retire from
the valuation date until June 2026, according to retirement year, age and service at the
time of retirement, employee generation (A, B or C), company division, etc., in
accordance with detailed eligibility requirements specified in the collective bargaining
agreement.

e Additional disability pension — assumptions related to the cost of purchasing benefits
from an insurer, including disability mortality assumptions and insurance margins.

The following conditions did not find expression in the actuarial valuation. In my opinion their
overall impact would be immaterial:

e pensions for future "dependent orphans" over the age of 21;

e pensions for "dependent parents" of future deceased employees or pensioners;

e increases in pensions to future orphans of both parents;

e the actual dates on which pensions are paid for 13" and 14" salaries (we assumed that
one-twelfth of the annual amount is paid monthly);

e possible grant of electricity discounts and holiday gifts to orphans (we assume that all
orphans have a parent receiving such benefits);

e a few pensioners receive a temporarily reduced monthly pension in exchange for a
lump-sum amount that was paid in the past. The valuation does not reflect any such
temporary reduction;

e additional severance pay or grants in respect of the difference between the salary
reported in the data file and minimum wage, to be paid to a small number of generation
C employees who retire or leave with salary lower than minimum wage;

e asupplemental disability pension in respect of dependents was not taken into account
for future disabled pensioners. On the other hand, for existing disabled pensioners, no
reduction in the supplement to the disability pension with respect to dependents was
taken into account (such a reduction would apply upon the future death of
dependents);

o the liability in respect of the additional benefit for life insurance in the event of an
accident;

e the increased bereaved parent pension, in respect of active employees;

o the following additional benefits for pensioners or survivors:
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o bonuses upon marriage and the birth of a child (including grossed-up taxes);

o gifts for children of pensioners or survivors, who are serving in the Israel
Defense Forces (including grossed-up taxes);

o Company participation in the cost of a tombstone and a bouquet of flowers —
in cases of death as a result of a work accident;

O compensation in cases of death as a result of a work accident, to the amount
of 36 months of salary;

o meals partially subsidized by the Company at Company facilities — up to 10
meals per month;

o  higher education grants for children of widows of employees who died while
working for the Company;

o outings for widows of workers who died while working for the Company;

o discount from the cost of connecting electricity to a pensioner's apartment as
well as transfer or increase of an existing connection; and

o for a very small number of employees and pensioners, any possible effect of
"the Division of Pension Savings Among Separated Spouses Law".

6. Changes to the Valuation in the Current Reporting Year

In the second quarter of the year 2025:

An updated study was prepared of disability incidence rates among Generation A and Generation
B employees. This update decreased the liabilities of the company by about NIS 3 million.
Among the milestones defined in the special collective bargaining agreement signed in 2018, the
dates for two milestones were updated. This update decreased the Company's liabilities by about
NIS 48 million.
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Valuation Results

The values of liabilities (in millions of NIS) as at June 30, 2025, without offsetting the value of benefit
plan assets, are as follows:

7.1 Labilities for all the benefits included in this valuation, except for liabilities in respect of
special agreements for early retirement, for the "20 year grant", and for enhanced severance
pay for non-permanent employees covered under special agreement:

Active employees 11,621.5
Pensioners and survivors 21,680.5
Total 33,302.0

7.2 Liability in respect of special early retirement agreements:
Pensioners and survivors 92.0

7.3 Liability for the “20 year grant™:
Active employees 13.8

7.4 Liability for enhanced severance pay for non-permanent employees, employed under special
agreement:

Active employees 10.7
7.5 Liability for employees covered by a special collective bargaining agreement regarding

continuing temporary employees:

Active employees 28.1

In Appendix A, additional information is provided for financial statement disclosure, as required by IAS

19.

Uncertainties and Risks

8.1

Due to the nature of the employee benefits and the long future period over which they will be
paid, the level of future payments is uncertain and there may be a material difference between
actual payments in the future and those assumed payments that underlie this valuation, despite
the efforts made to assess the benefits as accurately as possible. For this reason, the Company
is exposed to risk that the estimated liability does not properly represent future payments and,
consequently, that additional costs will be incurred in the future for accrued benefits that are
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8.2

8.3

8.4

Alan Fefferman — Actuarial Services Ltd.

under-estimated or that additional revenues will be realized from accrued benefits that are
over-estimated. Below are the main drivers of uncertainty and risk, in our opinion.

Interest, Inflation and Investment Returns

Future fluctuations in the market interest rates that are used to value liabilities (market interest
rates are used to calculate the present value of forecasted future benefit payments) will change
the gross value of the liabilities. Higher or lower rates of return on plan assets, by comparison
to these interest rates, will lead to a decrease or increase in the net liabilities, respectively. At
times, the effect of changes in market interest rates may be offset to a certain extent by the
effect of changes in the rate of return on plan assets, depending on the level of matching
between assets and liabilities.

Sensitivity analysis:
a) If the discount rate should fall by 1%, the liability would increase by
approximately NIS 4,299 million (12.9%).
b) If the discount rate should fall by 0.1%, the liability would increase by
approximately NIS 392 million (1.2%).
c) If the discount rate should increase by 0.1%, the liability would decrease by
approximately NIS 384 million (-1.1%).

Actual changes in the rate of inflation, affect the value of the liability (indirectly due to the
connection between salary / pension and inflation) and the value of plan assets (due to index-
linked assets). The two effects may offset one another to a certain extent.

Anticipated changes in the future rate of inflation may affect the value of the liability and the
value of plan assets, depending on the effect of the anticipated change in inflation on current

market interest rates and on the current values of unlinked assets.

Future Salary Increases

Assumed general salary increases (in respect of salary and cost-of-living-allowance
agreements) have considerable effect on cash flow projections. As described in section 5.2.1
above, there is an actuarial assumption for salary increases after 2027.

Sensitivity analysis:
a) If the assumed annual rate of salary growth, for each year after 2027, were
adjusted upward by 0.5%, then the liability would increase by approximately
NIS 154 million (0.5%).
b) If the assumed annual rate of salary growth, for each year after 2027, were
adjusted downward by 0.5%, then the liability would decrease by approximately
NIS 150 million (-0.4%).

Life Expectancy

Although mortality rates are relatively stable, and the mortality assumption corresponds with
current experience relatively well, there is considerable uncertainty regarding the level of
mortality that will emerge in the long-term future, owing to the fact that future changes in life
expectancy are very difficult to predict (and may differ significantly from the assumption
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underlying the valuation). The rate of change in life expectancy is affected by behavioral and
social changes and by medical developments, both past and future, and any such future
changes or developments are themselves difficult to predict.

Sensitivity analysis:

a) If annual rates of change in mortality rates would be double the assumed rate
of change'®, then the remaining life expectancy of a 67 year-old male at the
end of the year 2024 (for example) would rise from 21.39 to 23.38 years, the
remaining life expectancy of a 67 year old woman would rise from 23.50 to
25.61 years, and liabilities would rise by approximately NIS 1,708 million
(5.1%).

b) If actual, base mortality rates would be 20% lower than assumed, then the
remaining life expectancy of a 67 year-old male at the end of the year 2024
(for example) would rise from 21.39 to 22.97 years, the remaining life
expectancy of a 67 year-old woman would rise from 23.50 to 24.99 years, and
liabilities would increase by approximately NIS 1,383 million (4.1%).

8.5 Early Retirement

As stated in paragraph 5.4 above, early retirement constitutes a significant but unstable
phenomenon, and setting the assumption regarding future rates of early retirement is highly
problematical. Early retirements have a significant effect on the level of benefit payments and
on the valuation of liabilities, because at the time of early retirement, the employee begins to
receive his full pension without any deferral or reduction that could offset the extra cost of
making pension payments in the years until normal retirement age.

Sensitivity analysis: In the event that actual early retirement rates are double the
assumed rates (see paragraph 5.4.3 above), then liabilities would increase by
approximately NIS 77 million (0.2%).

Yours truly,

Alan Fefferman, F.C.I.A., F.S.A., FIL.A.A.

16 please see paragraph 5.3.2.
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Appendix A — Additional Reports for Disclosure in the Financial Statements

Introduction

. In this section, the actuarial liability and additional results are divided into 3 sections:

1. Amounts relating to all "post-employment benefits"!” which are paid by the Fund, and assets of the
Fund. See Tables 1, 4, 6 & 9 below.

2. Amounts relating to other post-employment benefits (including severance pay, all grants after the
termination of employment, electricity discounts, and holiday gifts to pensioners) and assets not in the
Fund but dedicated to the payment of employee benefits. See Tables 2, 3, 5, 7 & 10 below.

3. Amounts relating to "other long-term benefits"'®, including the "20 year benefit". See Table 12 below.
(Table 8 relates to all pension and other post-employment benefits.)

. This report is presented on a nominal basis.

. All amounts are in millions of NIS.

17 As the term is defined in IAS 19
13 Ditto
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1. Surplus assets at end of the period

30/06/2025 30/06/2024 31/12/2024
Fair value of plan assets 40,287 37,596 39,415
Present value of the gross pension obligation (27,849) (24,963) (27,424)
Subtotal 12,438 12,633 11,991
Liability for special, early retirement, (89) (85) (86)
pension agreements
Surplus pension assets over pension 12,349 12,548 11,905
liabilities

2. Funds held in trust and dedicated to the funding of employee benefits

(as per paragraph 116 of IAS 19)

30/06/2025 30/06/2024 31/12/2024
Funds in trust — dedicated to cover actuarial 1,072 1,040 1,057
obligations (assets as per paragraph 116)
3. Liability at the end of the period for other post-employment benefits

30/06/2025 30/06/2024 31/12/2024
Present value of obligations for other post-
employment benefits (including liabilities for 2,813 2,521 2,753
special retirement agreements)
4. Liability at the end of the period for Reform benefits

30/06/2025 30/06/2024 31/12/2024
Present value of obligations for Reform benefits 2,682 2,560 2,776
Fair value of plan assets held under insurance (1,150) (774) (804)
contracts with a life insurance company
Present value of obligations for Reform benefits 1,532 1,786 1,972
minus plan assets held under insurance contracts
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5. Reconciliation of the Beginning and Ending Values of the Pension Defined Benefit Obligation

Thelma Yellin 6, Jerusalem 9371639 Tel: 02-5318811 Fax: 02-6766290

6 Months 6 Months 3 Months 3 Months Year
Ending Ending Ending Ending Ending
30/06/2025 | 30/06/2024 | 30/06/2025 | 30/06/2024 | 31/12/2024
Present value of the obligation —beginning 27,424 26,113 26,747 26,342 26,113
of period
Interest cost 738 763 369 383 1,531
Current service cost 30 36 16 18 74
Employee contributions 7 8 3 4 15
Past Service Cost 2 - 1 - 319
Benefits paid (707) (676) (357) (345) (1,343)
Losses (gains) on re-measurement:
e Demographic assumptions changes () - (2) - (43)
e Financial assumptions changes 195 (1,526) 1,030 (1,699) 577
e Experience adjustments 162 245 41 260 181
e Total actuarial losses (gains) on re- 355 (1.281) 1.069 (1.439) 715
measurement
Present value of the obligation — end of 27,849 24,963 27,849 24,963 27,424
period
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6. Reconciliation of the Beginning and Closing Values of the Defined Benefit Obligation for Other Post-
Employment Benefits (including special early retirement agreements)

Thelma Yellin 6, Jerusalem 9371639 Tel: 02-5318811 Fax: 02-6766290

6 Months 6 Months 3 Months 3 Months Year
Ending Ending Ending Ending Ending
30/06/2025 | 30/06/2024 | 30/06/2025 | 30/06/2024 | 31/12/2024
Present value of the obligation — beginning 2,753 2,617 2,688 2,636 2,617
of period
Interest cost 75 71 38 39 155
Current service cost 28 26 14 13 53
Past service cost - - - - 19
Benefits paid (68) (64) (30) (39) (156)
Losses (gains) on re-measurement:
e Demographic assumptions changes (1) - (1) - (7N
¢ Financial assumptions changes 13 (157) 84 (179) 70
e Experience adjustments 13 22 20 32 2
e Total actuarial losses (gains) on re- 25 135 103 127 65
measurement - e T
Present value of the obligation — end of 2,813 2,521 2.813 2,521 2,753
period
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7. Present Value of Reform Benefits

6 Months 6 Months | 3 Months | 3 Months Year
Ending Ending Ending Ending Ending
30/06/2025 | 30/06/2024 | 30/06/2025 | 30/06/2024 | 31/12/2024
Present value of the obligation — beginning 2,776 2,610 2,772 2,599 2,610
of period
Interest cost 75 77 38 38 155
Current service cost (17) 73 (33) 33 107
Past service cost - - - - 230
Benefits paid (145) (143) (68) (83) (270)
Losses (gains) on re-measurement:
¢ Demographic assumptions changes ) ) ) ) )
e Financial assumptions changes (17) (50) (23) (52) (14)
e Experience adjustments 10 ) 4) 25 (42)
e Total actuarial losses (gains) on re- 6} 57 27 27 (56)
measurement
Present value of the obligation — end of 2,682 2,560 2,682 2,560 2,776
period
8. Reconciliation of the Beginning and Closing Fair Value of Plan Assets
6 Months 6 Months | 3 Months | 3 Months Year
Ending Ending Ending Ending Ending
30/06/2025 | 30/06/2024 | 30/06/2025 | 30/06/2024 | 31/12/2024
Fair value of plan assets — beginning of 39,415 38,410 39,013 38,606 38,410
period
Interest income from plan assets 1,064 1,122 534 563 2,257
Contributions 93 16 8 8 31
Benefits paid (709) (680) (356) (345) (1,348)
Gains (losses) on re-measurement: return
on plan assets (not included in interest 424 (1.272) 1.088 1.236 65
income)
Fair value of plan assets — end of period 40,287 37,596 40,287 37,596 39,415
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9. Reconciliation of the Beginning and Ending Fair Values of Funds Held in Trust to Cover Actuarial
Obligations (paragraph 116 assets)

Thelma Yellin 6, Jerusalem 9371639 Tel: 02-5318811 Fax: 02-6766290

6 Months 6 Months 3 Months 3 Months Year
Ending Ending Ending Ending Ending

30/06/2025 | 30/06/2024 | 30/06/2025 | 30/06/2024 | 31/12/2024
Fair value of trust assets — beginning of 1,057 1,095 1,019 1,084 1,095
period
Interest income from trust assets 28 32 14 16 63
Benefits paid (32) (39) - (19) (99)
Gains (losses) on re-measurement:
investment return on trust assets 19 (48) 39 (41) )
(excluding amounts included in interest T T
income)
Fair value of trust assets — end of period 1,072 1,040 1,072 1,040 1,057

10. Reconciliation of Plan Assets held under Insurance Contracts with a Life Insurance Company
6 Months 6 Months | 3 Months | 3 Months Year
Ending Ending Ending Ending Ending

30/06/2025 | 30/06/2024 | 30/06/2025 | 30/06/2024 | 31/12/2024
Fair value of plan assets — beginning of 804 386 774 397 386
period
Interest income from plan assets 27 18 16 12 34
Company deposits 372 379 372 379 379
Payments to insurance policies for (23) (8) (10) (4) (24)
individual retirees
Remeasurement gains (losses) on plan
assets- Insurance contracts with a life
insurance company
Surplus of plan assets over liability (56) - (36) - -
Gains (losses) on re-measurement:
investment return on plan assets 26 1) 34 (10) 29
(excluding amounts included in interest o o o
income above)
Total gain on plan assets 30) ah) 2) a0) 29
Fair value of plan assets — end of period 1,150 774 1,150 774 804
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11. Total Period Costs

6 Months 6 Months 3 Months 3 Months Year
Ending Ending Ending Ending Ending
30/06/2025 | 30/06/2024 | 30/06/2025 | 30/06/2024 | 31/12/2024
Current service cost 48 143 - 68 248
Employee participation (@] @) (€))] ) 1s)
Net current service cost 41 135 “) 64 231
Past service cost 2 - 1 - 568
Early retirement costs 13 7 5 4 22
Interest income on plan assets' (1,091) (1,140) (549) (575) (2,291)
Intere)st income on trust assets (par. 116 (28) (32) (14) (16) (63)
assets
Total costs for the period (175) (113) (116) (65) 310
12. Actual Returns on Plan Assets
6 Months 6 Months 3 Months 3 Months Year
Ending Ending Ending Ending Ending
30/06/2025 | 30/06/2024 | 30/06/2025 | 30/06/2024 | 31/12/2024
Interest income on plan assets 1,064 1,122 534 563 2,257
Gains (losses) on re-measurement:
investment income, not including interest 424 (1.272) 1,088 1,236 65
income above
Actual return on plan assets 1,488 (150) 1,622 (673) 2,322
13. Actual Returns on Assets Held in Trust to Cover Actuarial Obligations (paragraph 116 assets)
6 Months 6 Months 3 Months 3 Months Year
Ending Ending Ending Ending Ending
30/06/2025 | 30/06/2024 | 30/06/2025 | 30/06/2024 | 31/12/2024
Interest income on assets 28 32 14 16 63
Gains (losses) on re-measurement:
investment income, not including interest 19 (48) 39 (41) 2
income above
Actual return on assets 47 (16) 53 (25) 61

19 Including interest income on insurance contracts with a life insurance company

Thelma Yellin 6, Jerusalem 9371639 Tel: 02-5318811 Fax: 02-6766290
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14. Actual Returns on Assets held under Insurance Contracts with a Life Insurance Company

6 Months 6 Months 3 Months 3 Months Year
Ending Ending Ending Ending Ending

30/06/2025 | 30/06/2024 | 30/06/2025 | 30/06/2024 | 31/12/2024
Interest income on assets 27 18 16 12 34
Gains (losses) on re-measurement:
investment income, not including interest 30) (€8] 2 a10) 29
income above
Actual return on assets 3) 17 14 2 63

15. Obligation for Special Early Retirement Agreements (Termination Benefits)

30/06/2025 30/06/2024 31/12/2024

Obligation at end of period - pensions 89 85 86

Obligation at end of period — other 3 4 3
benefits

Obligation at end of period — total 92 88 89

16. Obligation for “20 year grant” (Other Long-Term Employee Benefits)
30/06/2025 30/06/2024 31/12/2024
Obligation at end of period 14 12 13
39
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Appendix B — Expected Future Payments of Employee Benefits

Below is a graph of the expected cash flows included in the valuation (including all benefits for employees and
pensioners), in real terms and in nominal terms (including the expected future impact of inflation). Nominal cash
flows are presented in red, while inflation-adjusted cash flows are presented in blue.

The payments shown are annual.

Expected Payments for Accrued Benefits

2,500

s |11 Rl terms
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Appendix C — Additional Detail Regarding Financial Assumptions (annualized rates)

expected return on trust assets (assets
according to paragraph 116 of IAS 19)

30/06/2025 31/12/2024

Weighted average real discount rate used to 2.97% 2.99%
compute liabilities as at the end of the period*
Expected inflation rate 2.4% 2.6%
Nominal interest rate used to compute the 5.52% 5.99%
interest cost on pension liabilities
Nominal interest rate used to compute the _ _
interest cost on other post-employment Ditto Ditto
liabilities
Nominal interest rate used to compute the Ditto Ditto
expected return on plan assets
Nominal interest rate used to compute the . .

Ditto Ditto

* In practice, the valuation was performed according to a vector of interest rates (yield curve) which was prepared
by Mervach Hogen Ltd. Each rate shown in the table above, reflects the different yields to maturity contained in the
vector, taking into consideration the expected liability cash flow at each future point in time. A valuation performed
according to the interest discount rate shown in the table, would produce the same results that are presented in this

report.
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Appendix D — Additional Detail Regarding Data

List of data files received from the Company:

1.

(98]

®

10.

11.
12.
13.
14.
15.
16.
17.
18.

"ong0625" — 15,054 records — data including all employees / retirees / survivors (permanent workers of
generations A, B, and C).

"2025 117 3 M7 o Rwy oo — 150 records — file specifies whether each retiree is a pensioner or a
surviving beneficiary
"actuarpizuisug13410625" - 176 records — data including all non-permanent workers (special agreements).
"2025 17 wnn 72w"- 1,808 records, general data regarding employees employed under the Continuing
Employment Agreement
"3 M7 9913 2025 99K wn"- 26 records, "3 17 9913 2025 87 wp"- 20 records, 3 N7 9913 2025 110w
"1 - 27 records
" change042025", "change(052025", "change062025", "change062025g" — files that describe status changes
of employees / retirees in the months January-March 2025.

"2025 »11° Snwn" — data regarding electricity rates, VAT rate and grossed-up taxes.

"2025 11 *w" — value of holiday gifts grossed-up for taxes.

2025 °11° 9°22 WK 0207 1M2WW A 2 X M7 272" — 115 records — list of senior employees who have
signed personal service contracts (instead of being covered by collectively bargained salary agreements).
"2025 >11° 9732 "WR D302 1MW 0°72W 2w 2°30 w" — 115 records — list of regular salaries for senior
employees who have signed personal service contracts.

" 290625 % 2w 57 *na°un N2 mnTRI M 7 !

"2906255 1121 2026 2025 2°aw5 ¥¥2n SWIID YW DR v DRoXI0e"- 193 records
"QORMAWT? M1°7-2025 1w 12T DRI 2207 22103 U

"0625 auw s n»o1"

"SAn NOWLW TR°YD;T NTPe v

"33 DWW oY nTpon vIe"

"2025 %79 -75W 02077 N°Y*a77 7°Ye 1272 AR

"01042025 o1 2mi NIRRT N90IND aRNA2 1w NP2 NoTY"
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Appendix E — Changes to the Valuation that Took Effect in Years Preceding the Current Year

Changes that took effect in the course of 2024

In the second quarter of the year 2024:

e The Capital Markets, Insurance and Savings Authority published a draft circular on June 26, 2024
and a final circular on July 24, 2024, entitled Updated Demographic Assumptions for Life Insurers
and Pension Plans. The circular contains updated, standard mortality tables, for use by pension
plans, central provident funds for pensions, and life insurance companies. The estimated effect of the
updated, standard mortality tables, was to decrease the Company's liabilities for employee benefits,
by approximately NIS 2 million. Because of this minimal effect, the Company did not update its own
mortality assumptions for the valuation of its liabilities in the second quarter of 2024.

In the fourth quarter of the year 2024:

e Anupdated study was conducted, of mortality experience among employees and pensioners of the
Electric Company.
Note that the mortality assumptions of the Electric Company, include a combination of:
= Mortality rates which occurred among employees and pensioners of the Company,
according to studies of mortality experience which are updated from time to time.
= Standard mortality rates as published by the Ministry of Finance from time to time.
The combined effect of the updated mortality study mentioned above, and the updated
standard mortality rates mentioned above, was to decrease the liabilities for employee
benefits by about NIS 50 million.
e Withdrawal rates for Generation C were updated. This change decreased the liabilities by about NIS
1 million.
e On November 3, 2024, a collective bargaining agreement went into effect which expanded the
special retirement program such that 300 additional employees will retire between January 2025 and
June 2026. This increased the net®® liabilities by about NIS 569 million.

Changes that took effect in the course of 2023
In the first quarter of the year 2023:

e The collective bargaining agreement signed in 2018, provides for an additional retirement pension,
whose amount depends on achieving certain “milestones”. The target date for one such milestone was
updated. This update decreased the Company’s liabilities by about NIS 15 million.

In the second quarter of the year 2023:

o Assumed future increases in electricity tariffs were updated in accordance with Company expectations.
This update decreased the Company's liabilities by about NIS 5 million.

e OnlJuly 17 2023, a collective bargaining agreement (framework), was signed for the public sector, that
is likely to apply also to workers of the Israel Electric Company. The agreement is for the period
01/01/2020—31/12/2027. Recognition of the terms of the agreement, instead of assumptions regarding
salary increases during the period of the agreement, as well as an adjustment to the actuarial
assumptions for salary increases after the end of the agreement period, reduced the Company’s
liabilities by approximately NIS 1,484 million.

20 If these 300 employees weren't eligible for the special retirement plan, they would be eligible for other benefits as a result of the Reform.
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In the third quarter of the year 2023:

The collective bargaining agreement signed in 2018, provides for an additional retirement pension,
whose amount depends on achieving certain "milestones". The target date for one such milestone was
updated. This update decreased the Company's liabilities by about NIS 49 million.

Assumed future increases in electricity tariffs, were updated in accordance with Company
expectations. This update decreased the Company's liabilities by about NIS 1 million.

In the fourth quarter of the year 2023:

The assumption regarding future increases in electricity tariffs was updated. This update increased the
Company's liabilities by about NIS 134 million.

Changes that took effect in the course of 2022

In the first quarter of the year 2022:

The collective bargaining agreement signed in 2018, provides for an additional retirement pension,
whose amount depends on achieving certain “milestones”. The target date for one such milestone was
updated. This update decreased the Company’s liabilities by about NIS 15 million.

The Company entered into an agreement with Harel Insurance Ltd., which entered into effect in
January 2022. The Company purchases life annuity policies for employees who retire under the
framework of the Reform. This process decreased the Company's liabilities by about NIS 471 million.

In the second quarter of the year 2022:

Assumed future increases in electricity tariffs, were updated in accordance with Company
expectations. This update increased the Company's liabilities (for subsidized electricity to pensioners)
by about NIS 15 million.

On April 13, 2022, a special collective bargaining agreement was signed (Retirement as a Pensioner
of Generation C employees). The agreement increased the Company's liabilities by about NIS 36
million.

On June 30, 2022, the Capital Markets, Insurance and Savings Authority published Circular 2022-9-
18 ("Amended Provisions for Liability Measurements — Updated Demographic Assumptions for Life
Insurers and Pension Plans"). Implementation of the Circular increased the Company's liabilities by
about NIS 119 million.

In accordance with its agreement with Harel Insurance Ltd., the Company continues to purchase
policies for retirees. This decreased the Company's liabilities by about NIS 35 million.

In the third quarter of the year 2022:

Special collective bargaining agreement (regarding continuing temporary employees) was signed on
August 3, 2022. The implementation of this agreement increased the Company's liabilities by about
NIS 6 million.

The collective bargaining agreement signed in 2018, provides for an additional retirement pension,
whose amount depends on achieving certain “milestones”. The target date for one such milestone was
updated. This update decreased the Company’s liabilities by about NIS 57 million.

The assumed increase in future electricity tariffs was updated in accordance with revised Company
expectations. This change caused an increase in liabilities of about NIS 13 million.

In the fourth quarter of the year 2022:

The collective bargaining agreement signed in 2018 provides for an additional retirement pension,
whose amount depends on achieving certain "milestones". The target date for one such milestone was
updated. This update decreased the Company's liabilities by about NIS 33 million.
The assumed increase in future electricity tariffs was updated in accordance with revised Company
expectations. This change caused an increase in liabilities of about NIS 58 million.
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Changes that took effect in the course of 2021

In the first quarter of the year 2021:

On behalf eligible Generation C employees, one-time, lump-sum contributions were made to pension
funds registered in their names, in lieu of severance benefit entitlements for pay and service up to
31/12/2020 (as per paragraph 14 of the Severance Benefits Law), in accordance with a collective
Bargaining agreement of November 30, 2020. These contributions had the effect of reducing the
Company’s liabilities for employee benefits by approximately NIS 112 million.

In the second quarter of the year 2021:

Similar to the first quarter, for additional eligible Generation C employees, one-time, lump sum
contributions were made to pension funds registered in their names, in lieu of severance benefit
entitlements for pay and service up to 31/12/2020 (as per paragraph 14 of the Severance Benefits Law),
in accordance with a collective Bargaining agreement of November 30, 2020. These contributions had
the effect of reducing Company liabilities for employee benefits by approximately NIS 2 million.
The collective bargaining agreement signed in 2018, provides an additional retirement pension, whose
amount depends on achieving certain Company “milestones”. The target dates for two such milestones
were updated. These updates decreased the Company’s liabilities by about NIS 47 million.

The Company entered into an agreement with a life insurer, in order to purchase annuities for pension
benefits defined in the aforementioned collective bargaining agreement (and in subsequent, related
collective bargaining agreements from the year 2020). The agreement with the life insurer, specifies
its fee for administration as well as the demographic assumptions underlying the annuity prices. The
agreed upon administration fee, being less than the previously assumed fee, led to a decrease in
Company liabilities of about NIS 43 million.

The assumed increase in future electricity tariffs was updated in accordance with revised Company
expectations. This change caused an increase in liabilities of about NIS 3 million.

There was an update of the assumed tax rate by which pensioner benefits are grossed-up, which
resulted in a decrease in liabilities of approximately NIS 3 million.

In the third quarter of the year 2021:

Similar to the first two quarters, for additional eligible Generation C employees, one-time lump sum
contributions were made to pension funds registered in their names, in lieu of severance benefit
entitlements for pay and service up to December 2020 (as per paragraph 14 of the Severance Benefits
Law), in accordance with a collective Bargaining agreement of November 30, 2020. There
contributions had the effect of reducing Company liabilities for employee benefits by approximately
NIS 5 million.

As mentioned above, the collective bargaining agreement signed in 2018 provides an additional
retirement pension, whose amount depends on achieving certain Company “milestones”. The target
date for one milestone was changed. These changes decreased the liabilities by about NIS 9 million.
Pension purchase factors (the price of a monthly pension of NIS 1) were updated, for the purpose of
valuing "Bridge Pensions" for Generation C employees. This adjustment increased liabilities by about
NIS 0.5 million.

The assumed increase in future electricity tariffs was updated in accordance with revised Company
expectations. This change caused an increase in liabilities of about NIS 5 million.
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In the fourth quarter of the year 2021:

e As mentioned above, the collective bargaining agreement signed in 2018 provides an additional
retirement pension, whose amount depends in achieving certain Company "milestones". The target
date for two milestones were changed. These changes decreased the liabilities by about NIS 25 million.

e Assumptions regarding the probability of being married at the time of death, and the average age
difference between spouses, were updated. This change increased the liabilities by about NIS 53
million.

e Assumptions regarding electricity usage were updated. This change caused an increase in liabilities of
about NIS 74 million.

e Assumptions regarding disability retirement and involuntary termination of employment, among
Generation C employees were updated. This change decreased liabilities by about NIS 28 million.

e The assumed increase in future electricity tariffs was updated in accordance with revised Company
expectations. This change caused a decrease in liabilities of about NIS 72 million.

o The transfer of employees to the System Management Company reduced liabilities by about NIS 149
million.

Changes that took effect in the course of 2020
In the first quarter of the year 2020:

e The collective bargaining agreement signed in 2018, provides an additional retirement pension, whose
amount depends on achieving certain Company “milestones”. The target dates for two milestones were
changed. These changes decreased the liabilities by about NIS 128 million.

e The calculation of the multiplier defined in the above mentioned collective bargaining agreement was
updated, in accordance to the amendments made to the agreement that was signed in 2020. This change
decreased the liabilities by about NIS 34 million.

e Salary increase assumptions were updated, as described in paragraph 5.2.1 above. The update
increased liabilities by about NIS 182 million.

In the second quarter of the year 2020:

e The assumed increase in future electricity tariffs was updated in accordance with Company
expectations. This change caused a decrease in liabilities of about NIS 2 million.

In the third quarter of the year 2020:

e The collective bargaining agreement signed in 2018, provides an additional retirement pension, whose
amount depends on achieving certain Company “milestones”. The target dates for one milestone was
changed. These changes decreased the liabilities by about NIS 10 million.

e The assumed increase in future electricity tariffs was updated in accordance with Company
expectations. This change caused a decrease in liabilities of about NIS 5 million.

In the fourth quarter of the year 2020:

e The number of employees who are expected to retire under the special early retirement program in the
years 2021-2024, was increased by 20021 This increased net22 liabilities by about NIS 370 million.

21 Based on a special collelctive bargaining agreement (early retirements, one time grant for Yahap employees and System
management employees and additional topics).
22 Although they are eligible for special early retirement benefits, these 200 employees were eligible for other Reform benefits.
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e The transfer of employees to the System Management Company, reduced liabilities by about NIS 142
million.23 24

e An additional grant of NIS 50,000 to employees whose services are being lent to private electricity
producers, and to employees transferring to the System Management Company, increased liabilities
by about NIS 0.8 million25.

As noted above, the collective bargaining agreement signed in 2018, provides an additional retirement
pension, whose amount depends on achieving certain Company “milestones”. The target dates for three
milestones were changed, decreasing liabilities by about NIS 112 million.26

e Current electricity tariffs were updated, and future assumed increases in tariffs were updated in
accordance with Company expectations, increasing liabilities by about NIS 83 million.

2 Including a decrease in budgetary pension, according to the collective agreement between the System Management Company
and the New committee on behalf of System Management Workers, general Worker's Union.

24 From the NIS 142 million, NIS 140 million are because of the decrease in liability due to budgetary pension and NIS 2 million
are due to the decrese in liability for severance payments 2.33%.

25 According to the collective agreement between the System Management Company and the New committee on behalf of
System Management Workers, general Worker's Union.

26 Among other things, according to special collective bargaining agreement (3), which revises the special collective bargaining
agreement (“reform and structural and organizational change”), and the decision of the Electricity Authority.
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