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FOREWORD AND GENERAL DEFINITIONS 

Azrieli Group Ltd. hereby respectfully files the Description of the Corporation’s Business Report as of 31 

December 2025 (the “Report Date”), reviewing the Group’s activity and describing the development of its 

business, as occurred in the twelve-month period ended 31 December 2025 (the “Report Period”) until the Report 

Release Date. The Report is prepared pursuant to the provisions of Regulation 8a of the Securities Regulations 

(Periodic and Immediate Reports), 5730-1970. Figures appearing in the Report are true as of the Report Date. 

However, in certain cases details appear in the Report reviewing events which occurred subsequently to the 

Report Date until shortly before the date of release thereof, on 19 March 2026 (the “Report Release Date”) and 

in such cases the Company notes that these are provided as of the relevant date. 

Chapter A of the Report (this chapter) should be read together with its other parts, including the notes to the 

Financial Statements. 

The Description of the Corporation’s Business chapter includes data based on public studies and surveys, 

including information that appears on various websites. It is noted that, except where explicitly stated otherwise, 

the Company has not requested, and in any case has not received, the consent of the conductors of such surveys, 

studies and websites for the purpose of including information in the Description of the Corporation’s Business 

chapter, and such information is information that is publicly accessible and, to the best of the Company’s 

knowledge, is public. The Company is not responsible for the content of such surveys, studies and websites. 

Materiality 

The materiality of the information included in this Report, including a description of the material transactions 

and/or material projects, is evaluated from the point of view of the Company. It should be clarified that, in a part 

of the cases, the Company, in its exclusive discretion, decided to expand the description necessary, in order to 

give a more comprehensive picture of the subject being discussed. 

 

Forward Looking Information 

The description of the corporation’s business in this Chapter A partly includes forward-looking 

information as defined in the Securities Law. Such information which is presented below and 

indicated as forward-looking information, includes goals, forecasts, assessments, estimates or other 

information that is deemed as uncertain information which refers to a future event and which relies, 

inter alia, on publications of the Central Bureau of Statistics, Bank of Israel, other relevant 

professional entities and in addition, on internal estimates of the Company that are based on 

statistics, experience and information accumulated by the Company over the years whose 

materialization is uncertain and is beyond the Company’s control. Actual results may materially differ 

from those forecasted in the context of the forward-looking information as aforesaid, as a result of a 

large number of factors, including as a result of the risk factors, in whole or in part, as described in 

Section 31 of this Chapter A, all as will be specified in the specific references to forward-looking 

information later in the chapter. Sentences which include expressions such as “expected”, “intends”, 

“estimates”, “foresees”, “expects” and similar expressions indicate that this is forward-looking 

information. The materialization and/or non-materialization of such information reflects the 

Company’s current point of view regarding future events that are based on estimates and therefore 

are subject to risk and uncertainty. 
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DEFINITIONS 

In this Chapter, the following terms shall bear the meaning stated alongside them: 

“Board of Directors’ Report” The Company’s Board of Directors’ Report on the State of the Company's Affairs 

as of 31 December 2025, which is included as Chapter B of the Periodic Report 

“TASE” Tel Aviv Stock Exchange Ltd. 

“Periodic Report” or 

“Report” 

The Company’s periodic report for 2025 

 “Financial Statements” The consolidated financial statements of the Company as of 31 December 

2025, which are included in Chapter C of the Periodic Report 

 “Company”  Azrieli Group Ltd. 

“Companies Law” The Companies Law, 5759-1999 

“Securities Law” The Securities Law, 5728-1968 

“Midroog” Midroog Ltd. 

“Ma’alot” Standard & Poor’s Maalot Ltd. 

“Nadav Investments” Nadav Investments Inc., a private company incorporated under Canadian Law, 

fully owned and controlled by Azrieli Holdings 

“Azrieli Holdings” Azrieli Holdings Inc., a private company incorporated under Canadian Law, 

which is owned and controlled by Mmes. Sharon Azrieli, Naomi Azrieli and 

Danna Azrieli 

"Z.M.H Hammerman" Z.M.H. Hammerman Ltd., a private company which incorporated in Israel, of 

whose share capital the Company holds approx. 66.67% and which 

engages, inter alia, in the development and construction of residential projects 

for sale in Israel 

“Azrieli Group” or “Group” The Company and/or subsidiaries thereof and/or affiliates thereof including 

consolidated corporations 

“Compass” Compass Holdco, LLC, a Delaware corporation with which Azrieli Data Centers 

LLC, a wholly-owned subsidiary of the Company, engaged in an investment 

agreement as well as in an operating agreement with the holders of units in 

Compass. In 2023, the Company's holdings in the members' capital of Compass 

were sold, and the Company no longer holds members' capital in Compass. 

“Canit Hashalom” Canit Hashalom Investments Ltd., a wholly-owned subsidiary of the Company 

“Azrieli Foundation (Israel)” The Azrieli Foundation (Israel), R.A. 580503118, a not-for-profit association 

registered in Israel, acting, inter alia, to promote education and culture through 

projects in the fields of culture, welfare and science 

“Azrieli Foundation 

(Canada)” 

The Azrieli Foundation, a registered Canadian charitable foundation, 

incorporated and seated in Canada, whose assets are designated for donations 

and for the funding of philanthropic activities in Israel and in Canada, which is 

a stakeholder in the Company 
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“2024 Periodic Report” The Company’s annual periodic report for the year 2024, released by the 

Company on 20 March 2025 (Ref. 2025-01-018529), which is included herein 

by reference 

“2023 Periodic Report” The Company’ annual periodic report for 2023 released by the Company on 21 

March 2024 (Ref. 2024-01-029448), which is included herein by reference. 

“2016 Shelf Prospectus” A shelf prospectus released by the Company on 10 May 2016 bearing the date 

11 May 2016.  

“2019 Shelf Prospectus” A shelf prospectus released by the Company on 7 May 2019 bearing the date 8 

May 2019. 

“2022 Shelf Prospectus” A shelf prospectus released by the Company on 17 May 2022, bearing the date 

18 May 2022. For details, see the Company’s immediate report of 17 May 2022 

(Ref. 2022-01-059968), which is included herein by reference 

“2025 Shelf Prospectus” A shelf prospectus released by the Company on 28 May 2025, bearing the date 

29 May 2025. For details, see the Company’s immediate report of 28 May 2022 

(Ref. 2025-01-038499), which is included herein by reference 

“GM” Green Mountain, AS, a Norwegian company, 100% of whose share capital is 

(indirectly) held by the Company, which operates in the DC industry in Norway. 

“GMG” Green Mountain Global Ltd., a private company incorporated in England, 100% 

of whose share capital is held by the Company, and in which the Company’s 

holdings in the DC industry in Europe were concentrated, as specified in 

Section 13.1 of this Chapter A. 
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CHAPTER A | DESCRIPTION OF THE COMPANY’S BUSINESS  

PART ONE: DESCRIPTION OF THE GENERAL DEVELOPMENT OF THE 
COMPANY'S BUSINESS 

1. The Company’s operations and description of the development of its business 

1.1 General 

The Company was incorporated on January 6, 1983, as a private company according to the laws of the State of 

Israel. On 3 June 2010, the Company’s shares were issued to the public for the first time and began to be traded 

on TASE on 7 June 2010, and the Company became a public company, within the meaning thereof in the 

Companies Law. Commencing on 1 July 2010, the shares of the Company are included, inter alia, in the Tel Aviv 

35 Index and in the Tel Aviv Real Estate index, and in the EPRA indices, which bring together the public income-

producing real estate companies in Europe. The Company’s Series F and Series H bonds are included, inter alia, in 

the Tel-Bond 20 Index, the Company's Series E and Series G bonds are included, inter alia, in the Tel-Bond 40 

Index, the Company’s Series I and Series J bonds are included, inter alia, in the Tel-Bond Linked Index.  

As of the Report Date, Mmes. Sharon Azrieli, Naomi Azrieli and Danna Azrieli are the controlling parties of the 

Company.1 

As of the Report Date, the Group is engaged primarily in various real estate segments, with most of the Group’s 

business operations being in the office and other space for lease in Israel segment, the retail centers and malls in 

Israel segment and the data center segment. In addition, the Group is engaged in the senior housing in Israel 

segment, the income-producing property overseas segment (mainly in the U.S.), in the rental housing in Israel 

segment and in the residential sales segment. It is also developing several hotels. In addition, the Company has 

minority holdings in Bank Leumi Le-Israel Ltd. (“Bank Leumi”).  

The Company owns income-producing properties with a total GLA of approx. 1,482 thousand sqm in addition to 

approx. 687 thousand sqm of projects under development in Israel. The average occupancy rate in Israel is approx. 

98%,2 with 80% of the value of income-producing investment property and income-producing properties under 

construction (on a consolidated basis) attributed to real estate in Israel. 

Azrieli Group, which was founded by Mr. David Azrieli OBM, is the leading real estate group in Israel. In July 2014, 

Ms. Danna Azrieli, was appointed as Active Chairman of the Company's Board of Directors, after many years in 

which she served in key positions in the Group. Since taking office and under the leadership of Ms. Danna Azrieli, 

the Company has grown, increased its status of properties, entered into new areas of operation and is constantly 

in a significant development momentum. The operations of the Group are carried out by means of a managerial 

head office that is comprised of professionals having a great deal of seniority and managerial experience. The 

Company estimates that the Chairwoman of the Board and Acting CEO of the Company3, Ms. Danna Azrieli, 

together with the experienced officers and managers in the Company who are considered professional and 

industry leaders, are principal and significant factors of the success of the Company's business results.

 
1 For further details, see an immediate report on the status of holdings of interested parties and officers of 8 January 2026 (Ref.: 2026-
01-003425) which is included herein by reference. 
2 Excluding areas in properties whose construction has been completed and which are being leased-up for the first time. 
3 On 21 September 2025, the Company’s general meeting approved the appointment of Ms. Danna Azrieli as Acting CEO of the 
Company, concurrently with her role as Acting Chairwoman of the Company's Board, for a period of up to six months from the meeting 
approval date and with no additional compensation for her role as Acting CEO of the Company. For further details, see an immediate 
report of 21 September 2025 (Ref.: 2025-01-071492) which is included herein by reference. Effective from 22 March, Ms. Danna Azrieli 
will take office as Company CEO (concurrently with her office as a director). For further details, see an immediate report of 2026 (Ref.: 
2026-01-015006) which is included herein by reference. 
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1.3 Summary of the main developments occurring in the Group's structure and 

business in 2025 and until the Report Release Date 

1.3.1 Development pipeline 

During the Report Period the Group continued to invest in the development and construction of new properties 

and in the expansion and renovation of existing properties. For details regarding the developments in the Group's 

development pipeline during the Report Period, see Section 7.7 of this Chapter A and Section 5.1 of the Board of 

Directors’ Report. 

 

1.3.2 Update to agreement for the provision of DC services to TikTok and engagement in an 

agreement to finance the project 

In March 2023, GM, through a wholly-owned subsidiary thereof (the “Service Provider”), entered into a service 

agreement with TikTok Norway AS, a Norwegian company which is part of a group of companies with global 

operations (the “Customer”), which is not affiliated with the Company, for the provision of DC services on a 90 

MW campus built by GM in Norway (the “Agreement” and the “Project”, as the case may be). 

In 2024, the process of handover to the Customer of the full 90 MW was completed. 

On 18 December 2024, the Service Provider engaged with two foreign banking corporations (the “Finance 

Providers”) in a non-recourse loan agreement (the “Loan Agreement”) for the financing of the Project, in the sum 

of €371 million. Provision of the loan was contingent, inter alia, on the signing of an amendment to the Agreement 

with the Customer. On 14 January 2025, the amendment to the Agreement was signed, and on 6 February 2025, 

the loan was provided. 

The Customer also gave notice of exercise of the option to increase the capacity in the Project by another 30 MW 

to a total of 120 MW. GM is examining the exercise notice and there is no certainty that expansion of the capacity 

will indeed go ahead and as of the Report Release Date, the parties are negotiating in relation to the exercise of 

the option and the terms and conditions thereof. For further details, see the Company’s immediate report released 

concurrently with this report. 

For further details regarding the Agreement with the Customer and the amendment thereto, the Loan Agreement 

and the terms and conditions thereof and exercise of the option to increase the capacity, see immediate reports 

of the Company of 8 March 2023 (Ref.: 2023-01-024873), of 3 July 2024 (Ref: 2024-01-068701), of 19 December 

2024 (Ref.: 2024-01-625507), of 15 January 2025 (Ref.: 2025-01-004247), of 28 January 2025 (Ref.: 2025-01-

007395) and of 6 February 2025 (Ref.: 2025-01-009240), which are incorporated herein by reference. 

 

1.3.3 Changes in the office of senior officers of the Company 

For changes that occurred in the office of senior officers of the Company during the Report Period and until the 

date of release hereof, see Section 20.3 of this Chapter A below. 

 

1.3.4 Negotiations with an international tech company for the provision of DC services by 

GM 
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On 21 December 2023, the Company released an immediate report, incidentally to considering the possibility of 

raising bonds, regarding negotiations conducted by GM with a leading international tech company (in this section: 

the "Customer", and together with GM: the "Parties"), for engagement in an agreement for the provision of DC 

services to the Customer, at a scope of approx. 120MW, on a campus to be built by GM in Norway. 

On 19 February 2025, the Company reported that following a decision not to grant a regulatory permit that is 

required with respect to the land on which GM considered building the campus, GM is examining other 

alternatives for land for the construction of the project. On 25 March 2025, the Company reported that until 

and insofar as an appropriate alternative is found for the Customer, the negotiations for the transaction in its 

current format are suspended. As of the date of release of this Report, in view of all the circumstances, the 

Company estimates that the negotiations are not expected to resume. 

For further details regarding the negotiations, see the immediate reports of 21 December 2023, 3 July 2024, 19 

February 2025 and 25 March 2025 (Ref.: 2023-01-138762, 2024-01-068701, 2025-01-011820 and 2025-01-

020091 respectively) which are included herein by reference. 

 

1.3.5 Financing transactions  

On 3 July 2025, the Company released a shelf offering report for the issuance and listing on TASE of up to approx. 

NIS 1,959,942 thousand par value offered by way of expansion of the Company's Series I bonds of, by virtue of 

the 2025 Shelf Prospectus. On 6 July 2025, the Company announced that, in accordance with the results of the 

offering, approx. NIS 1,816,513 thousand more of Series I bonds had been issued, in consideration for approx. NIS 

2 billion (approx. NIS 1,971.7 million net of issue expenses). For further details, see the Company's immediate 

reports of 3 July 2025 and 6 July 2025 (Ref.: 2025-01-048474 and 2025-01-049221, respectively), which are 

included herein by reference. 

On 17 July 2025, the Company released a shelf offering report, for the issuance and listing on TASE of up to 

approx. NIS 577 million par value of the Company's Series J bonds, by virtue of the 2025 Shelf Prospectus. On 20 

July 2025, the Company announced that, in accordance with the results of the offering, approx. NIS 500 million 

par value of Series J bonds had been issued, in consideration for approx. NIS 500 million (approx. NIS 496 million 

net of issue expenses). For further details, see the Company's immediate reports of 17 July 2025 and 20 July 2025 

(Ref.: 2025-01-053287 and 2025-01-053819, respectively), which are included herein by reference. 

For further details regarding the Company’s bonds, see Section 22.5 of this Chapter A. 

 

1.3.6 Completion of the acquisition of shares of Z.M.H Hammerman 

On 31 October 2024, the Company submitted a proposal to Z.M.H Hammerman, a public company as of such date 

whose securities were traded on the Tel Aviv Stock Exchange Ltd., and which engages, inter alia, in the initiation, 

development and construction of residential projects for sale in Israel, to negotiate engagement in a triangular 

reverse merger transaction for the acquisition of some of the shares of Z.M.H Hammerman. 

Z.M.H Hammerman informed the Company that on 1 November 2024, Z.M.H Hammerman’s board of directors 

decided to negotiate with the Company for engagement in the transaction, through an independent board 

committee established thereby. 

On 31 March 2025, the Company’s Board, and Z.M.H Hammerman’s audit committee and board of directors (as the 

Company was informed by Z.M.H Hammerman) approved the continued conduct of the negotiations for the 

merger agreement, based on a value for Z.M.H Hammerman in the transaction of NIS 855 million, subject to 

adjustments as shall be determined in the final agreement, and subject to completion of the due diligence 

on Z.M.H Hammerman by the Company.  

On 19 June 2025, the parties entered into a binding merger agreement, and the Company engaged with the 

controlling shareholders of Z.M.H Hammerman (the “Managers Group”) in a shareholders’ agreement with respect 
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to the parties’ holdings in Z.M.H Hammerman and management thereof after the closing of the transaction. 

According to the merger agreement, the Company shall acquire and hold ordinary shares of Z.M.H Hammerman in 

a quantity that shall constitute ~66.67% of its issued share capital, out of which shares constituting ~10% of 

Z.M.H Hammerman’s share capital shall be sold by the Managers Group (the “Acquired Shares”). The remaining 

shares, constituting ~33.33% of the issued share capital of Z.M.H Hammerman, shall continue to be held by the 

Managers Group. In addition, according to the merger agreement and the amendment thereto signed on 6 August 

2025, the value of Z.M.H Hammerman in the transaction was linked to the CPI from 31 March 2025 until the 

transaction closing date, plus NIS 5 million, totaling, according to the known index as of the date of the 

amendment to the agreement, approx. NIS 873 million. Deductions and adjustments in the sum total of approx. 

NIS 7.7 million shall be deducted from the said updated value.  

On 6 August 2025, the Competition Commissioner’s approval for the transaction was received, and on 7 August 

2025, the approval of the meeting of Z.M.H Hammerman’s shareholders for the merger by a supermajority was 

received. On 7 September 2025, the merger of Z.M.H Hammerman and the Company was registered at the 

Registrar of Companies, and the merger certificate was received from the Registrar of Companies.  

On 9 September 2025, after fulfillment of all of the conditions precedent determined in the agreement, the 

transaction was closed. 

For further details, see the Company’s immediate reports of 3 November 2024, 31 March 2025, 22 June 2025, 6 

August 2025, 7 August 2025, 2, 7 and 9 September 2025 (Ref. 2024-01-613198, 2025-01-023164, 2025-01-

043998, 2025-01-058261, 2025-01-058445, 2025-01-058568, 2025-01-058860, 2025-01-066276, 2025-01-

067307 and 2025-01-068132, respectively), which are incorporated herein by reference. 

 

1.3.7 Award of a tender for the construction of a senior housing project in Sde Dov 

On 19 February 2025, the Company reported that it had learned that it had won a tender of the Israel Land 

Authority for the purchase of leasehold rights in a lot in Tel Aviv, for the construction of a senior housing project 

and retail areas, in consideration for approx. NIS 550 million plus VAT and that the award is contingent on the 

taking effect of the zoning plan that applies to the lot. The land is designated for the construction of a senior 

housing project comprising ~350 apartments and retail areas. According to the terms and conditions of the 

tender, the Company shall pay, in addition to the cost of the land, approx. NIS 46 

million for development expenses. On 19 March 2025, the Company reported that final confirmation of the 

award has been received from the ILA. In June 2025, the balance of the consideration was paid. For details on the 

notice from the Ministry of Environmental Protection to landowners in the Sde Dov site whereby according to 

initial findings from a sampling of groundwater in the Sde Dov site, exceedances in PFAS components were 

discovered, see Section 25 of this Chapter A. 

For further details regarding the tender and final confirmation of the award, see immediate reports released by 

the Company on 19 February 2025 (Ref.: 2025-01-011815) and on 19 March 2025 (Ref.: 018468-01-2025 ) 

respectively, which are included herein by reference. 

 

1.3.8 Campus for SolarEdge Technologies Ltd.  

Further to the Company’s immediate report of 11 May 2021 (Ref. 2021-01-082779) in connection with the 

construction and lease of a campus for SolarEdge Technologies Ltd. (“SolarEdge”), on 20 March 2025, the 

Company reported that it had engaged with SolarEdge in an agreement whereby the estimated date for 

commencement of the term of the lease will be postponed, such that it will begin at the start of 2027, 

and SolarEdge will remain in the existing leased premises of the Company at “Azrieli Herzliya Business Park” until 

commencement of the lease. On 20 November 2025, the Company reported that it had engaged with SolarEdge 

in an amendment to the agreement therewith, whereby, per SolarEdge’s request, and subject to an agreed 

payment thereby to the Company (in addition to payment for postponement of the date of commencement of the 



 

10A- 

term of the lease described above), the area of the above-ground leased premises shall be reduced by ~40%, and 

600 parking spaces shall be leased to the tenant (in lieu of 950 parking spaces).  

In addition, in view of the fact that the project is expected to be used by several different tenants (in lieu of lease 

of all areas of the project to SolarEdge and its management thereby), the project will be managed by the Company 

or by a management company to be appointed thereby, which shall engage in management and maintenance of 

the project, against payment of management fees. 

For further details, see the Company’s immediate report of 20 March 2025 (Ref. 2025-01-018904) and 

of 20 November 2025 (Ref. 2025-01-089509), which is incorporated herein by reference.  

 

1.3.9 Motion for class certification 

On 18 May 2025, the Company received a motion for class certification against the Company and 

officers therein. The Motion raises claims with respect to the disclosure in the Company's 

reports regarding the negotiations specified in Section 1.3.4 above. For further details, see the immediate report 

of 18 May 2025 (Ref. 2025-01-034759), which is incorporated herein by reference. 

 

1.3.10 Shelf prospectus 

On 28 May 2025, the Company published a shelf prospectus bearing the date 29 May 2025, after having 

received a permit therefor from the Securities Authority (ISA). For further details, see the immediate report of 28 

May 2025 (Ref. 2025-01-038499), which is incorporated herein by reference. 

 

1.3.11 Engagement in an agreement for the purchase of rights in a solar-plus-storage facility 

and principles for the purchase of reduced-price green electricity on a long-term basis  

On 25 May 2025, the Company signed a term sheet (the “Term Sheet”) with Shikun & Binui Energy Ltd. (“SBEN”), 

in relation to a combined transaction for the acquisition of 50% of the rights in a project for the construction of 

a solar facility in the Ramat Beka region extending over an area of ~848 thousand sqm (the “Project” or the 

“Facility”), which is currently under development; the sale of all of the power that is produced and stored in the 

Facility to a corporation wholly held by SBEN (the “Supplier”); and the purchase of all of the power that is 

produced in the Facility by the Company and the purchase of an additional quantity of power that is supplied by 

the Supplier to the Company from various sources, throughout the Facility’s commercial operation period.  

After the Report Period, on 22 January 2026, the detailed agreement with SBEN was signed, based on the Term 

Sheet. According to the detailed agreement, the expected output of the Facility will be approx. 112 MW (DC), 

including incorporation of energy storage components at expected effective capacity of approx. 784/MWH. The 

date set in the agreement for its commercial operation is in Q1/2029. In consideration for the sale of 50% of the 

rights in the Project, SBEN will be entitled to reimbursement of 50% of the total development costs incurred 

thereby in connection with the Project to date, amounting to approx. NIS 28.5 million plus a premium and to 

additional consideration in amounts immaterial for the Company, all in accordance with the mechanisms agreed 

between the parties, subject to the terms and conditions, the periods, and the milestones set forth in the detailed 

agreement.  

For further details on the terms and conditions of the detailed agreement, see immediate reports of 26 May 

2025, 21 September 2025, 23 November 2025, 1 January 2026, and 23 January 2026 (Ref. 2025-01-

036963, 2025-01-070863, 2025-01-090180, 2025-01-000072 and 2026-01-009179, respectively), 

which are incorporated herein by reference.  
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1.3.12 Engagement in a financing agreement for development and expansion of a DC campus 

in England  

On 13 June 2025, Green Mountain DC UK Ltd., a company wholly owned (indirectly) by the Company entered into 

an agreement with a lender for the receipt of financing in the sum total of £100 million for expansion of an 

existing DC campus in England, to be drawn in installments according to the terms and conditions of the 

agreement.  

For further details, see immediate reports of 3 July 2024 and 15 June 2025 (Ref. 2024-01-068701 and 2025-01-

042463, respectively), which are incorporated herein by reference.  

 

1.3.13 Engagement in agreements for provision of DC services at a campus in the Frankfurt 

region of Germany  

On 8 August 2025, a joint entity in which the Company holds a 50% stake entered into a set of agreements for 

the supply of 36 MW of DC services, with the client having the option to increase the capacity by 18 MW to the 

capacity of 54 MW in total, at a campus currently being built by the joint entity in the Frankfurt region of Germany. 

On 23 December 2025, the joint entity engaged with lenders in a non-recourse financing agreement for the 

project in the amount of €592 million. 

After the Report Date, the parties signed an agreement for the supply of the additional 18 MW contemplated in 

the option.  

For further details, see immediate reports of 2 July 2025, 10 August 2025 and 17 February 2026 (Ref. 2025-01-

047754, 2025-01-058928 and 2026-01-015376), which are incorporated herein by reference. 

 

1.3.14 Engagement in an agreement for provision of DC services at a campus in Norway  

On 29 December 2025, subsidiaries wholly owned (indirectly) by the Company entered into an agreement with 

an international technology company (the "Customer") for the provision of 80 MW DC services to the Customer, 

at a new and designated campus to be built in Norway for purposes of rendering the services to the Customer. 

The campus will be built subject to receipt of required permits, licenses and approvals including regulation of 

power supply to the project and receipt of any and all approvals and permits related to the connection of power 

as aforesaid; building, planning and execution permits and additional infrastructure permits for the project and 

its surroundings; raising the financing required for the project's construction, etc. 

On 25 February 2026, a letter of authorization was signed for a non-binding term sheet for receipt of financing 

for this project in the total amount of up to €1,000 million, inclusive of up to €925 million as a senior non-recourse 

loan and up to €75 million as a revolving capital facility. For further details see the Company's immediate reports 

of 30 December 2025 and of 26 February 2026 (Ref. 2025-01-104795 and 2026-01-017997), which 

are incorporated herein by reference. 

 

1.3.15 Z.M.H Hammerman's winning of tenders  

On 31 December 2025, the Company learned that Z.M.H Hammerman won the tenders of the Israel Land 

Authority ("ILA") for the purchase of leasehold interests in lots for the construction of 118 apartments and approx. 
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600 sqm of commercial space in Herzliya and the total (in two separate tenders) of 490 apartments and approx. 

4,700 sqm of commercial space in two projects to be built in Petach Tikva. 

For further details, see the Company's immediate report of 1 January 2026 (Ref. 2026-01-000111), which 

is incorporated herein by reference. 

 

1.3.16 Engagement in a financing agreement to refinance an existing loan 

On 22 January 2026, GM entered into an agreement with the lender to receive financing which is designed for the 

refinancing of two existing loans into one loan as a senior debt in the total amount of approx. NIS 1.46 billion. 

For further details, see the immediate report of 23 January 2026 (Ref. 2026-01-009214), which 

is incorporated herein by reference. 

 

1.3.17 Swords of Iron war and Operations Rising Lion and Roaring Lion and their impact 

For details on the impact of the War on the Company's business, see Section 2.2 of the Board of Directors’ Report 

and Section 6.1.1 of this Chapter A. 

 

2. The Group's main operating segments 

As of the Report Date, the Company reports to the public on seven operating segments:  

1. Retail centers and malls in Israel segment: In this operating segment, the Group is primarily focused on the 

development, acquisition, lease-out, management and maintenance of malls and retail centers in Israel. As of 

the Report Release Date, the Group owns 23 malls and retail centers in Israel, of a total leasable area of 

approx. 390 thousand sqm, which are leased to some 1,849 tenants, with most of the malls and retail centers 

spread throughout the large cities in Israel. In the context of this operating segment, the Company provides 

management services to the retail centers and malls maintained thereby, with the management being 

performed by the Company and/or designated management companies for each mall or retail center that is 

owned by the Group, and enters into management agreements with the tenants. All of the malls and retail 

centers include (aboveground or underground) car parks that serve the visitors and the tenants. See Section 

9 of this Chapter A for additional details regarding the retail centers and malls segment. 

 

2. Office and other space for lease in Israel segment: In this operating segment, the Company primarily engages 

in the development, acquisition, lease-out, management and maintenance of office buildings and parks for 

offices and high-tech industry, logistic areas and storage in Israel. As of the Report Release Date, the Group 

owns 17 income-producing properties in the office and other space for lease in Israel segment, with a total 

leasable area of approx. 655 thousand sqm, leased to around 625 tenants. Most of the Group’s income-

producing areas in this operating segment are in projects that integrate retail areas. See Section 10 of this 

Chapter A for further details regarding the office and other space for lease in Israel segment. 

 

3. Income-producing property in the U.S. segment: As of the Report Release Date, the Group owns 8 leasable 

office properties outside of Israel, with a total leasable area of approx. 253 thousand sqm (the Company's 

share is approx. 245 thousand sqm), leased to some 147 tenants. See Section 11 of this Chapter A for further 

details with respect to the income-producing property in the U.S. segment. 
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4. Senior housing segment: The Company has four active senior homes with an above-ground built-up area of 

approx. 115 thousand sqm (excluding areas attributed to the LTC unit and to retail space), which comprise 

approx. 1,141 apartments. The Company is also building a project in Rishon LeZion for the construction of 

approx. 274 apartments with a total area of approx. 31 thousand sqm (excluding areas attributed to the LTC 

unit and to retail space). See Section 12 of this Chapter A for further details regarding the senior housing 

segment. 

 

5. Data Centers segment: The Company holds 100% of the issued and paid-up share capital of GMG, which 

operates in the DC industry in Norway, Germany and England through subsidiaries of GMG. For details 

regarding the DC segment, see Section 13 of this Chapter A. 

 

6. Rental housing in Israel segment: In this operating segment, the Company is primarily engaged in the 

development, acquisition, lease, management and maintenance of rental housing in Israel. As of the Report 

Release Date, the Company has 3 income-producing projects in the rental housing segment in Modi'in and Tel 

Aviv, which comprise approx. 357 residential units with a gross leasable area of approx. 34 thousand sqm. 

The Company also has two more projects under construction. For further details regarding the rental housing 

segment, see Section 14 of this Chapter A. 

 

7. Residential sales segment: In the Report Period, Azrieli Group entered the development real estate 

(residential sales) segment after the closing, on 9 September 2025, of the transaction for the acquisition of 

approx. 66.67% of the issued capital of Z.M.H Hammerman Ltd., which engages, inter alia, in development 

and construction of residential projects for sale in Israel, and which, as of the Report Release Date, is involved 

in planning, development, construction and marketing stages of 19 residential and retail projects in Israe and 

28 suspended projects in the field of urban renewal.  

 

8. Other assets and operations: 

For details with respect to other assets and operations which are not included in the operating segments 

described above, including development and construction of hotels and holding of Bank Leumi shares, see 

Sections 1715.1[sic] and 1717.1[sic] of this Chapter A. in addition, Z.M.H Hammerman and investees thereof 

perform contractor construction work. 
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3. Investments in the Company's capital and transactions in its shares 

To the best of the Company's knowledge, no investments were made in the Company's capital in the past two 

years and no other material transaction in the Company's shares was performed off-TASE by an interested party 

during the two years preceding 31 December 2025, as well as until the date of release of this Report, except as 

specified below: 

Date Stakeholder's 
name 

Quantity of shares 
sold off-TASE 

Share price Total consideration 
in NIS 

1 December 
2025 

The Azrieli 
Foundation 

1,500,000 ordinary 
shares 

NIS 319.14 Approx. NIS 478.7 
million 

For further details, see an immediate report on the status of holdings of interested parties and officers of 8 

January 2025 (Ref.: 2025-01-003425) which is included herein by reference. 

 

4. Dividend Distribution 

4.1 Details regarding dividend distributions during 2024 and 2025 (until the 

Report Release Date): 

Resolution Date Distribution Date 
 Amount of Dividend 

per Share (NIS) 

Amount of 
Dividend 

(NIS in millions) 

20 March 2024 9 May 2024 8.25 1,0004 

19 March 2025 6 May 2025 6.60 800 

18 March 2026 7 May 2026 7.01 850 

(a) The aforesaid distributions did not require approval by the court. 

(b) The balance of the Company’s distributable profits as of 31 December 2025 is approx. NIS 22.6 billion 

(this balance also includes real estate revaluation profits).  

(c) For further details about dividend distributions by the Company and the restriction on dividend 

distributions, see Notes 18B-18C to the Financial Statements.  

 
4 Considering previous distributions made by the Company and the Company's financial results, including the sale of the Company's 
holdings in Compass, which generated therefor a significant cash flow of approx. NIS 3.2 billion gross (net cash flow after provision for 
tax and expenses of approx. NIS 2.7 billion), on 20 March 2024 the Company's board considered a dividend distribution of NIS 1 billion 
and concluded that such distribution meets all the distribution tests. 
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PART TWO: OTHER INFORMATION 

5. Financial information regarding the Company's operating segments 

Below are financial figures of the Company, as specified in the Company’s Financial Statements (NIS in millions) 

for the years 2023-2025: 

Y2025: 

 

Retail 
centers and 

malls in 
Israel 

Office and 
other space 
for lease in 

Israel 

Income-
producing 
property 

in the U.S. 

Senior 
housing 

Data 
Centers 

Rental 
housing 
in Israel 

 

Residential 
sales 

Adjust-
ments 

Consoli-
dated 

Revenues          

Total external 
income 

1,245 1,116 216 295  844  36  99  54  3,905  

Total revenues 
from other 
operating 
segments of the 
Group 

-  -  -  -  -  -  -  -  -  

Total 1,245 1,116 216 295  844  36 99  54  3,905  

Attributed costs          

Costs not 
representing 
revenues from 
other operating 
segments of the 
Group 

296  211 125 192 395  6 90  60  1,375 

Costs representing 
revenues of other 
operating 
segments of the 
Group 

-  -  -  -  -  -  -  -  -  

Total 296  211 125 192 395  6 90  60  1,375 

Income from 
operations 
attributed to 
operating segment 
(in the income-
producing real 
estate segments) 

949  905  91 103 449  30  9 )6(  2,530  

Variable costs 
attributed to the 
operating segment 

275 196 97 179 370  5 51 60  1,233 

Fixed costs 
attributed to the 
operating segment 

21 15 28 13 25 1 39 -  142 

Increase 
(decrease) in the 
fair value of 
investment 
property 

188 237 )92(  29 1,093 )105(  -  )222(  1,128 

Income from 
operations 
attributable to the 
shareholders of 
the parent 
company 

949  905  92  103 449  30  9 )6(  2,531 

Income from 
operations 
attributable to 
non-controlling 
interests 

-  -  (1) -  -  -  -  -  (1) 
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* Consolidation adjustments derive mainly from the activity in the ‘other' segment and from consolidation 

adjustments of the results of companies presented in the financial statements using the equity method. 

 

Y2024: 

 

  

 

Retail 
centers and 

malls in 
Israel 

Office and 
other space 
for lease in 

Israel 

Income-
producing 
property 

in the U.S. 

Senior 
housing 

Data 
Centers 

Rental 
housing 
in Israel 

 

Residential 
sales 

Adjust-
ments 

Consoli-
dated 

Total assets 
attributed to the 
operating segment 

16,885 18,281 1,545 4,433  11,246 2,044  1,682 667  56,783  

 

Retail 
centers and 

malls in 
Israel 

Office 
and other 
space for 
lease in 

Israel 

Income-
producing 
property 

in the U.S. 

Senior 
housing 

Data 
Centers 

Rental 
housing 
in Israel 

Adjust-
ments 

Consoli-
dated 

Revenues         

Total external income 1,285 1,064 222 267 417 26 -  3,281 

Total revenues from other 
operating segments of the Group 

-  -  -  -  -  -  -  -  

Total 1,285 1,064 222 267 417 26 -  3,281 

Attributed costs         

Costs not representing revenues 
from other operating segments of 
the Group 

276 199 130 180 187 7 -  979 

Costs representing revenues of 
other operating segments of the 
Group 

-  -  -  -  -  -  -  -  

Total 276 199 130 180 187 7 -  979 

Income from operations attributed 
to operating segment (in the 
income-producing real estate 
segments) 

1,009 865 92 87 230 19 -  2,302 

Variable costs attributed to the 
operating segment 

257 185 88 167 165 5 -  867 

Fixed costs attributed to the 
operating segment 

19 14 42 13 22 2 -  112 

Increase (decrease) in the fair 
value of investment property 

267 142 7 127 310 60  -  913 

Income from operations 
attributable to the shareholders of 
the parent company 

1,009 865 90  87 230 19 -  2,300  

Income from operations 
attributable to non-controlling 
interests 

-  -  2 -  -  -  -  2 

Total assets attributed to the 
operating segment 

16,145 17,282 1,858 3,751 8,966  2,056  571 50,449  
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Y2023: 

 

* Adjustments to the consolidated statement mainly derive from the discontinued operations in the e-commerce 

segment – for details, see Section 1.3.9 of Chapter A of the 2023 Periodic Report, and from adjustment to the 

consolidated statement of results of a company presented in the financial statement using the equity method. 

 

  

 

Retail centers 
and malls in 

Israel 

Office and 
other space 
for lease in 

Israel 

Income-
producing 
property 

in the U.S. 

Senior 
housing 

Data 
Centers 

Rental 
housing in 

Israel 

Adjust-
ments 

Consolidated 

Revenues  
  

     

Total external income 1,197 1,009 239 246  290  18 )56(  2,943  

Total revenues from 
other operating 
segments of the Group 

-  -  -  -  -  -  -  -  

Total 1,197 1,009 239 246  290  18 )56(  2,943  

Attributed costs         

Costs not representing 
revenues from other 
operating segments of 
the Group 

256 188 129 174 136 3 58 944  

Costs representing 
revenues of other 
operating segments of 
the Group 

-  -  -  -  -  -  -  -  

Total 256 188 129 174 136 3 58 944  

Income from 
operations attributed 
to operating segment 
(in the income-
producing real estate 
segments) 

941 821 110 72 154 15 )114(  1,999 

Variable costs 
attributed to the 
operating segment 

239 176 83 162 87 3 41 791 

Fixed costs attributed 
to the operating 
segment 

17 12 46  12 49  2 17 153 

Increase (decrease) in 
the fair value of 
investment property 

24 335 )240(  90  718 )22(  7 912 

Income from 
operations attributable 
to the shareholders of 
the parent company 

941 821 108 72 154 15 )114(  1,997 

Income from 
operations attributable 
to non-controlling 
interests 

-  -  2 -  -  -  -  2 

Total assets attributed 
to the operating 
segment 

15,523 16,625 1,821 3,287 7,395 1,887 525 47,063  
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6. General environment and the effect of external factors on the Company's 

business 

Following are the assessments of the Company as to the major trends, events and developments in the 

macroeconomic environment of the Company, which to the best of its knowledge and estimates, have or are 

anticipated to have material effect on the business results or the developments in the Group's operating 

segments. For details with respect to regulatory restrictions on the Company, see Section 26 of this Chapter A. 

The estimates of the Company below in this section and in this Report are based, inter alia, on data published by 

third parties and not independently examined by the Company. Every reference appearing in this section should 

be considered data not under the control of the Company and uncertain, and the said estimates are based, inter 

alia, on data published by the Bank of Israel, as specified below. 

6.1 Operations in Israel 

As a company operating in the Israeli market, with its various industries, the Company is exposed to macro-

economic changes in the condition of the economy in general and in the income-producing real estate sector in 

particular. The central economic factors affecting the business of the Company and the Group companies in Israel 

are specified below. 

Israel 
For the Year Ended  

31 Dec. 2025 31 Dec. 2024 31 Dec. 2023 

Macroeconomic parameters     

GDP (PPP)*  $610 billion $541 billion $525 billion 

GDP per capita (PPP)* $60,009 $54,446 $53,810 

Growth in GDP (PPP)* 2.5 % 3.1% 5.7% 

Growth in GDP per capita (PPP)* 1.39 % 1.2% 3.5% 

Inflation rate ** 2.4 % 3.4% 3.3% 

Return on long-term domestic 
government debt *** (NIS) 

3.88% 4.47% 4.14% 

Rating of long-term government debt 
(international rating) **** 

A/Stable A/Negative AA-/Negative 

Domestic currency to dollar exchange 
rate as of the last day of the year** 

3.19 3.647 3.627 

*  Source: worldometer.  
**  Source: The Central Bureau of Statistics: www.cbs.gov.il and the Bank of Israel: www.boi.org.il. [in Hebrew] 
***  Synthetic bond yield calculation, with an average duration of 10 years based on data from the Kav Manche 

software.  
**** Source: S&P rating report at www.standardandpoors.com.  
  

https://www.worldometers.info/gdp/israel-gdp/?utm_source=chatgpt.com
http://central/
http://www.cbs.gov.il/
http://www.boi.org.il/
file:///C:/Users/user/Documents/Ayelet/תרגומים/נעמי%20שנקר/עזריאלי/דירקטורים/Board%20Report/Annual%202015/www.standardandpoors.com
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6.1.1 General 

1. 2025 was a challenging year globally, and in the State of Israel in particular. While the world faced the 

continuing effects of the inflation crisis , a high interest rate environment, a credit crisis and a slowdown 

in growth rates, Israel faced additional material challenges as specified below.  

On 7 October 2023 Hamas terrorists carried out a brutal and murderous attack which launched the Swords 

of Iron war ("Swords of Iron"). On 13 June 2025, the State of Israel launched Operation Rising Lion against 

military targets in Iran and from such date forth, Iran began to launch ballistic missiles and other ordnance, 

inter alia, against the population centers in Israel ("Operation Rising Lion" and together with Swords of Iron, 

the "War"). The War led to a shutdown of some of the commercial activity in Israel, impairment of 

production capacity in fighting zones and areas under threat, a decrease in consumption and an increase in 

State expenditure and government deficit. The uncertainty in the market about the scope, length, intensity 

and outcome of the War led to a decrease of the growth forecast, an expected increase in the national 

security budget and an increase in the debt-to-GDP ratio. 

The aforesaid notwithstanding, the second estimate for 2025 of the Central Bureau of Statistics, in 2025 

compared with 2024, the GDP rose by 2.9% and private consumption expenditure rose by 2.6%.5 

According to the macroeconomic forecast released by the Research Department of the Bank of Israel in 

January 2026 (in this section: the “Forecast”), which analyzes the key macroeconomic variables (GDP, 

inflation and interest rates) under the assumption that the relative calm will continue on the various fronts 

after the October 2025 cease fire, the GDP is expected to grow by 5.2% and 4.3% in 2026 and 2027 

(respectively), the inflation rate in 2026 and 2027 is expected to be 1.7% and 2.0% (respectively) and the 

monetary interest rate in Q4/2026 is expected to be 3.5%.6 

On 28 February 2026, the State of Israel in collaboration with the United States launched the Roaring Lion 

Campaign. According to the assessments of the Bank of Israel of 11 March 2026, the Roaring Lion Campaign 

is another significant security event, the implications of which are apparent on both the military front and 

the home front and Israeli economy. The Bank's economists estimate that the geopolitical environment 

created due to the campaign, generally reduces the risks posed to the economic activity, especially in the 

short term. 

2. Security and geopolitical situation – The Company’s business is affected by the geopolitical and security 

situation in Israel. The War impacted the Israeli economy with, inter alia, the temporary closure of 

businesses, restrictions on work on building sites, restrictions on the education system, considerable 

mobilization of reservists, an increase in State expenses and the government deficit. The repercussions of 

the War on the Israeli economy led to an increase in the State's risk premium, along with negative rating 

actions by all of the international rating agencies. Thus, in February 2024, the rating agency Moody's 

removed Israel's credit rating from its watchlist, downgraded it from A1 to A2, changed the rating outlook 

to negative, and further thereto, in September 2024, it downgraded Israel’s credit rating to Baa1 with a 

negative outlook. In January 2026, the agency updated the outlook from negative to stable. In April 2024, 

the rating agency Fitch affirmed Israel’s A+ credit rating, but changed the rating outlook to negative, and in 

August 2024, it downgraded Israel’s credit rating to A and left the negative rating outlook. The rating agency 

S&P also downgraded Israel's credit rating in April 2024 from AA- to A+, and left the negative rating outlook, 

and in October 2024 it downgraded Israel’s rating to A. In November 2025, the rating agency S&P left the 

A rating and upgraded the outlook from negative to stable. 

For further details on the impact of the War, see Section 2.2 of the Board of Directors' Report. 

As of the date of release of this Report, and in view of the fact that these events are dynamic and 

characterized by significant uncertainty, inter alia, regarding the continuation of the ceasefire and/or the 

renewed outbreak of and/or conclusion of the War, and/or the continuation of Operation Roaring Lion 

 
5 Source: CBS – national accounts for 2025, released on 10 March 2026. Link [in Hebrew] 
6 Bank of Israel – press release of 6 January 2025. The macroeconomic forecast of the Research Department, January 2025. The Bank 
of Israel website: Link [in Hebrew] 

https://www.cbs.gov.il/he/mediarelease/Pages/2026/%D7%94%D7%97%D7%A9%D7%91%D7%95%D7%A0%D7%95%D7%AA-%D7%94%D7%9C%D7%90%D7%95%D7%9E%D7%99%D7%99%D7%9D-%D7%9C%D7%A9%D7%A0%D7%AA-2025-%D7%90%D7%95%D7%9E%D7%93%D7%9F-%D7%A9%D7%A0%D7%99.aspx
https://www.boi.org.il/publications/regularpublications/staff-forecast/%D7%94%D7%AA%D7%97%D7%96%D7%99%D7%AA-%D7%94%D7%9E%D7%A7%D7%A8%D7%95-%D7%9B%D7%9C%D7%9B%D7%9C%D7%99%D7%AA-%D7%A9%D7%9C-%D7%97%D7%98%D7%99%D7%91%D7%AA-%D7%94%D7%9E%D7%97%D7%A7%D7%A8-%D7%99%D7%A0%D7%95%D7%90%D7%A8-2025/


 

20A- 

and their future implications for the Israeli economy, the Company is unable to assess the aforesaid effects 

on its future operations, as the degree of impact depends on the degree and scope of materialization 

thereof. In the Company's estimation, such factors may have material adverse effects on the domestic 

economy, including some of the markets and sectors in which the Company operates, as well as on some 

of the tenants in the Group's properties. The Company's management estimates that in view of its financial 

strength, as reflected in the total cash and cash equivalents available thereto, low leverage and a 

significant portfolio of unmortgaged properties, a long loan duration and its ability to raise financing under 

favorable conditions, and in view of the extensive diversification of the Company's asset 

portfolio, the variety of tenants and business segments, the Company will be able to continue financing its 

activity and meeting its liabilities.  

The Group’s above estimates regarding the effects of the War on the Group’s results are merely subjective 

estimates, and are forward-looking information, as defined in the Securities Law. The actual results and 

effects may be materially different to the estimates specified above and the implications thereof, for 

various reasons beyond the Company's control including prolongation of the War and its development to 

other fronts, decreased demand, a significant deterioration in the economic situation in Israel, etc. 

3. Availability and cost of credit – Changes in financing cost and availability and the scope of available credit 

in the banking and non-banking system affect the real estate industry and the profitability thereof. As a 

result of the implementation of structural reforms implemented in the capital market (such as the Bachar 

Reform, the pension reform and the tax reform), the share of bank credit out of the total credit to the 

business sector is declining and a non-banking credit market has developed, constituting an alternative for 

financing assets and projects. The local capital market too, constitutes a source for the raising of funds to 

finance the Company's business activity, by way of issuing bonds, and presently serves as the Company’s 

primary source of financing.  

Thanks to the financial strength of the Company, its accessibility to sources of bank financing, and the 

relatively low scope of pledges on properties, taking into consideration the extent of business thereof, the 

Company estimates that no difficulties are anticipated in raising the financing required thereby. 

4. Fluctuations in the inflation rate, the Consumer Price Index and interest rates – The real estate industry is 

exposed to risks deriving from changes in the interest rates, inflation rate and in the Consumer Price Index 

(CPI). The Company finances most of its business operations through loans linked to the CPI. In addition, 

most of the Company's revenues from rent are also linked to the CPI, while in the residential sales segment, 

the Company's exposure to indices and interest rates derives mainly from the impact they have on the 

construction and financing costs and on the rate of sales while the ability to pass cost increases on to selling 

prices depends on the market conditions and the sale agreements. The (known) CPI increased by 2.4% in 

2025, compared with a rise of 3.4% in 2024.7 In view of a trend of decline in inflation in Israel, and 

following the Monetary Committee's announcement on 5 January 2026 regarding reduction of the Bank of 

Israel interest rate to 4%8, the Prime interest rate is 5.5%. 

5. Fluctuations in the U.S. dollar and Norwegian Krone exchange rates – The Company has real properties in 

the U.S. in the income-producing property in the U.S. segment, which constitute approx. 3% of the Group’s 

total real properties. Some of these properties are financed by loans linked to the U.S. Dollar. The change 

in the exchange rate of the U.S. Dollar impacts the difference between the real properties’ value and the 

loans in respect thereof. In 2025, the Dollar/NIS exchange rate decreased by approx. 12.5%, from an 

exchange rate of NIS 3.65/$1 in the beginning of 2025, to NIS 3.19/$1 at the end of 2025. During the year, 

the Dollar/NIS exchange rate experienced significant fluctuations, primarily due to geopolitical and 

economic factors, including security developments and monetary policy in the U.S. and Israel. In addition, 

following the Company's acquisition of GM and with development of the Company’s business in the DC 

industry, in recent years it gained income-producing properties in Norway, which constitute approx. 17% 

of the Group's total real properties. Further to the aforesaid, changes in the Norwegian Krone exchange 

 
7 Source: CBS – Consumer Price Index – December 2025 and summary of 2025 released on 15 January 2026. Link  [in Hebrew] 
8 Bank of Israel – press release of 5 January 2026, the Monetary Committee decided, on 5 January 2026, to reduce the interest rate by 
0.25%, to 4%. Bank of Israel website: Link 

https://www.cbs.gov.il/he/mediarelease/Madad/Pages/2026/%D7%9E%D7%93%D7%93%D7%99-%D7%94%D7%9E%D7%97%D7%99%D7%A8%D7%99%D7%9D-%D7%9C%D7%A6%D7%A8%D7%9B%D7%9F-%D7%93%D7%A6%D7%9E%D7%91%D7%A8-2025.aspx
https://www.boi.org.il/en/communication-and-publications/press-releases/5-1-25-en/
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rate affect the Group's Financial Statements. Since the end of 2024, the Norwegian Krone has decreased 

against the Shekel by ~1.6%, to NIS 0.317/NOK 1 at the end of 2025. 

Fluctuations in the Construction Input Index – according to CBS data, since the beginning of 2025, the 

Residential Construction Input Index rose by 5.3%. The changes in the Construction Input Index directly 

impact the cost of construction of residential projects and income from apartment sales and consequently, 

impact the cash flows and results of operations, since the Company's engagements with subcontractors 

and apartment sales are linked to the Construction Input Index. 

The housing market and the rate of apartment sales – in Q1/2025, approx. 9,190 new apartments were sold 

in Israel (26.5% of which subsidized by the government), a decrease of 23.1% compared to the three 

previous months (October-December 2024); At the end of March 2025, the number of new apartments 

remaining for sale was approx. 78,620 apartments, and the number of supply months was 26.1. At the same 

time, a comparison of transactions that were made in February-March 2025 versus January-February 2025 

indicated that the prices of the new apartments increased by 0.64%. 

In Q2/2025, approx. 7,150 new apartments were sold in Israel (28% of which subsidized by the 

government), a decrease of approx. 24.3% compared to the three previous months (January-March 2025), 

while approx. 27.4% of the new apartments sold were in the central district and approx. 28.3% in the 

southern district; At the end of June 2025, the number of new apartments remaining for sale was approx. 

81,360 apartments, and the number of supply months (the number of months that will elapse until all the 

remaining apartments for sale, are sold) was 35.9 At the same time, a comparison of transactions that were 

made in May-June 2025 versus April-May 2025 indicated that the prices of the new apartments decreased 

by 1.5%.10 In August-October 2025, approx. 19,870 new apartments were sold in Israel (35.6% of which 

subsidized by the government), a decrease of approx. 9.8% compared to the three previous months (May-

July 2025), with the cities leading in apartment sales as aforesaid being Haifa, Tel Aviv-Jaffa and Netanya; 

At the end of October 2025, the number of new apartments remaining for sale was approx. 83,580 

apartments, and the number of supply months (the number of months that will elapse until all the 

remaining apartments for sale, are sold) was 29.2.11 At the same time, a comparison of transactions that 

were made in September-October2025 versus August-September 2025 indicated that the apartment 

prices decreased by 0.5%.12 A Comparison of prices of the transactions made in October-November 2025 

versus the prices of transactions made in September-October 2025 indicated that the apartment prices 

increased by 0.7%. A comparison of the transactions made in the current period versus the same period 

last year i.e., October-November 2025 versus October-November 2024 indicated that the increase in 

apartment prices has significantly eased and is now 0.1%.  

6.1.2 Effects on real estate segments in Israel 

1. The income-producing real estate sector in Israel – For a description of the trends related to the income-

producing real estate sector in Israel, in relation to each of the Company’s operating segments, see Sections 

9.1, 10.1, 12.1, 14.1 and 15.1 of this Chapter A. 

2. The development real estate sector in Israel – For a description of the trends related to the development 

real estate sector in Israel, in relation to the Company’s operations in the residential sales segment, see 

Section 16.1 of this Chapter A. 

3. Rate of growth and increase in private consumption in Israel –  

In 2025, the economy continued to grow and the GDP grew by 2.8%, further to a 0.9% increase in 2024. 

According to the Bank of Israel's forecast of January 2026, the average annual rate of unemployment in 

2025 was 3.4%, and in 2026 and 2027, the average annual unemployment rate is expected to be 3.3% and 

3.5%, respectively. Private consumption expenditure increased by 3.9% in 2024 and by 2.6% in 2025. 

 
9 From a CBS press release dated 14 August 2025 – "Apartments in Real-Estate Transactions – April-June 2025".  

10 From a CBS press release dated 15 August 2025 – "Change in the Prices of the Apartment Market". 
11 From a CBS press release dated 14 December November 2025 – " Apartments in Real-Estate Transactions – August-October 2025". 
12 From a CBS press release dated 15 December 2025 – "Change in the Prices of the Apartment Market – November 2025". 
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According to the Bank of Israel’s forecasts13, GDP in Israel will grow in 2026 and 2027 by 5.2% and 4.3% 

per year, respectively, and private consumption in these years will grow by 7.5% and 5%, respectively. 

The Bank of Israel's forecast of increase in private consumption and increase in GDP results from the 

assumption that the relative calm on the various fronts will continue. 

  

 
13 Bank of Israel - the macroeconomic forecast, January 2025 , released on 6 March 2025. Bank of Israel website: Link. [in Hebrew]  

https://www.boi.org.il/en/communication-and-publications/press-releases/05-01-25a-en/
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6.2 Operations in the U.S. 

U.S. 
For the Year Ended  

31 Dec. 2025 31 Dec. 2024  31 Dec. 2023  

Macroeconomic parameters    

GDP (PPP) (1) (U.S. $ in billions)  27,609  29,168 27,721 

GDP per capita (PPP) (1) (U.S. $)  89,678  86,601 82,715 

Growth in GDP (PPP) (1) 2.0%  5.2% 6.6%  

Growth in GDP per capita (PPP) (1) 4.0%  4.7% 6.1%  

Inflation rate (2) 2.7%  2.9% 3.4% 

Return on long-term domestic 
government debt (3) 

4.14%  
4.58% 3.88% 

Rating of long-term government debt (4) AA+/Stable AA+/Stable AA+/Stable 

NIS to U.S.$ exchange rate (5) 3.19 3.647 3.627 

 
(1)  Product data are based on a publication by the International Monetary Fund in October 2025 (www.imf.org). 
(2)  According to publications by the U.S. Department of Labor. 
(3) According to the U.S. Department of Treasury with respect to bonds for a 10-year period commencing on 31 December 2025. 

(4) According to the rating by S&P (www.standardandpoors.com). 

(5) According to Bank of Israel data. 

The Company's business in the U.S. is primarily affected by the economic situation in the U.S. market in general, 

and in the income-producing commercial real estate for offices sector in particular, the demand and supply in the 

regions in which the Company's properties are located and the rent prices therein. In 2025, for the first time in 

several years, a slight increase was recorded in the occupancy rate of offices, in the U.S. in general, and in the 

State of Texas in particular, as a result of a decline in the culture of remote work and a transition to a hybrid work 

model and due to an all-time low in construction and development of new office buildings. For details regarding 

the Houston Texas area, which is, as of the Report Date, the location of most of the Company’s operations in the 

income-producing property in the U.S. segment, see Section 11 of this Chapter A.  

The above information in Sections 6.1 and 6.2 concerning the general environment and the external factors that 

affect the Company's business includes information based on subjective assessments and estimates by the 

Company, which constitute forward-looking information, as defined in the Securities Law. The Company’s 

assessments are in consideration of past experience, as well as publications and surveys written by professionals 

in connection with the state of the Israeli economy, the real estate sector and the state of the economy in countries 

where the Company operates, as specified in the aforementioned sections, which have not been independently 

checked by the Company. The above data are merely estimates and accordingly may be incomplete, and therefore 

should be treated with caution, although in the Company's estimation, they are capable of providing a general 

picture, even if not an accurate one, of the markets in which it operates in the various operating segments. In view 

of the foregoing, and due to the fact that the factors concerned are not within the Company’s control, actual results 

may differ from the aforesaid assessments if a change occurs in any of the factors taken into account in such 

assessments, the geopolitical and/or economic and/or security situation is adversely changed or due to the 

materialization of any of the risk factors specified in Section 31 of this Chapter A, and mainly a global financial 

crisis, the condition of the economy in Israel and in the U.S. and the security situation in Israel, changes in relevant 

indices and interest rates, a decline in the demand for leasable space and in rent prices, a downturn in the 

soundness of key tenants and an increase in the costs of debt raising and their impact on markets in Israel and 

worldwide. 

https://www.imf.org/external/datamapper/PPPPC%40WEO?utm_source=chatgpt.com
http://www.standardandpoors.com/
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PART THREE: DESCRIPTION OF THE GROUP'S INVESTMENT PROPERTY 

BUSINESS – AGGREGATE  

7. Aggregate disclosure with respect to the investment property activity14 

The disclosure with respect to the Company’s investment property operations is made in accordance with the 

draft amendment to the Securities Regulations (Details of the Prospectus and the Draft Prospectus – Structure 

and Form) (Amendment), 5764-2013, as released by the ISA in December 2013 (the “Prospectus Details 

Regulations” and the "Disclosure Provision", as applicable), which has been adopted by the Company although 

the said amendment has yet to take effect. 

7.1 General 

The Group began its activity in the investment property segment in 1983. Since then and as of the Report Release 

Date, the Company is engaged in the development, acquisition, lease-out, management and maintenance of malls 

and retail centers in Israel as well as office and high-tech parks, office and industry, light industry and storage 

buildings and rental housing in Israel. Since 2001 the Group has also been operating overseas (in particular in the 

U.S.), mostly in the leasable office space segment, and since 2014 the Group has also been developing its senior 

housing segment. In July 2019, the Company began operating in the Data Centers segment through investment 

in and/or acquisition of companies that operate in the segment. 

As a development company, the Company examines, from time to time, growth and increase goals for the 

expansion of its scope of operations, and explores opportunities to purchase income-producing properties and 

lands for real estate development in Israel and overseas in its core segments (retail and office spaces) and in 

segments the Company is expanding such as senior housing, data centers, rental housing, as well as tangential 

segments such as hospitality and more. Underlying the Company's policy is the basic assumption whereby the 

property's location is the most important factor for its success. Accordingly, upon examination of the location of 

a potential property, the Company ascribes significant weight to the population growth potential in the examined 

area and the urban development anticipated therein, based, inter alia, on urban research, segmentation of the 

population, competition in the area and the unique or typical commercial needs of such area. 

The Group's strategy and business in the investment real estate segments is implemented both by the 

development of new properties and by the acquisition, upgrade and potential maximization of existing income-

producing properties. In the Report Period, the margins between the rates of capitalization on the properties and 

the financing costs decreased but still remained high relative to previous periods, a trend which the Company 

estimates allows it to develop and purchase income-producing properties also at development yields or cap rates 

for purchase that are lower compared to rates in previous periods.  

The Group, by itself (through companies wholly-controlled thereby), manages and operates the properties in 

Israel, their construction and betterment while using the know-how and experience accrued by the Group, in order 

to give added value to its properties, tenants and the public visiting the properties. In recent years, the Group has 

focused on the development of mixed-use assets.  

The Company's properties in the retail centers and malls segment are located in the center of residential 

neighborhoods and at entrances to urban areas, insofar as possible, on main traffic arteries. Due to the location 

of the properties, their accessibility, spacious car parks, tenant mix and variety of activities therein, they attract a 

large and diverse target audience. Some of the retail centers include office space for lease designated to provide 

a supplementary response for the target audience's needs, according to the nature of the retail center and its 

location. 

 
14 The disclosure is made on a consolidated basis for the Group’s retail centers and malls in Israel segment, the office and other space 
for lease in Israel segment, the income-producing property in the U.S. segment, the senior housing segment, the Data Centers segment 
and the rental housing in Israel segment.  
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The Company's properties in the office and other space for lease in Israel segment, including the properties under 

construction, are located primarily in the central region (where there is an active demand for office buildings of 

various types) in proximity to central transport arteries and are characterized by a high standard of finishing and 

management, relatively large floor and office areas, and include designated parking.  

The Company’s properties in the rental housing in Israel segment, including the projects under planning and 
construction, are located in central Israel, close to major commercial and retail districts, and are characterized by 
the provision of holistic services to tenants, a high finishing standard, including, inter alia, parking, air 
conditioning, electrical appliances, light fixtures, etc. 

According to its policy for the maximization of its profits and in order to improve the experience of the users of 
the Group’s properties, the Company acts, as necessary, to upgrade its existing properties, while using the existing 
and potential retail or office and other space or residential areas, improving the tenant mix and adjusting the 
same to the target audience, renovating the properties, renewing the systems therein and implementing 
technological and/or digital improvements. 

As previously reported by the Company, the Company examines, from time to time, the expansion of its 
operations, including entry into close real estate segments. Thus, in 2014, the Company began developing the 
senior housing business, upon the purchase of senior housing land in the city of Modi’in. As of the Report Release 
Date, the Company has four active senior homes: Palace Tel Aviv, which was acquired in 2015, Palace Ra’anana 
(formerly Ahuzat Bayit Ra’anana), the acquisition of which was closed in Q2/2016, a senior home in Modi'in, the 
construction of which was completed in 2018 and which is fully occupied, and Palace Lehavim, which is nearing 
full occupancy. Another project of the Company, for the construction of approx. 274 apartments on a total area of 
approx. 31 thousand sqm (excluding areas attributed to the long-term care wing and retail areas) in the city of 
Rishon LeZion, is in advanced stages of construction. Furthermore, in February 2020, the Company acquired the 
Mount Zion Hotel in Jerusalem15, and in 2023 it completed the acquisition of the Red Rock Hotel in Eilat. 

Since 2007, the Company has operated in the field of development, acquisition, lease, management and 
maintenance of projects designated for rental housing in Israel. Upon completion of the projects in the said 
segment, the Company leases the properties on a long-term basis and engages in the operation of the properties 
and in provision of services to tenants. As of the Report Release Date, the Company has 5 projects: Azrieli Modi’in 
Residences, whose construction was completed in 2009, Azrieli Town Tel Aviv Residences, occupancy of which 
began in July 2022, and another property in Modi’in (the western site), whose construction was completed in 2024 
and whose lease-up has ended. The Company is also working on the construction of the Spiral Tower project, 
which is a mixed-use project that also includes rental apartments, and in addition, in 2023, the Company was 
awarded a tender of Dira Lehaskir to build a long-term rental housing project in Herzliya comprising 147 
apartments. 

In addition, in 2019 the Company entered the Data Centers segment through its investment in Compass, and in 
October 2023, the Company disposed of its investment in Compass. In 2021, the Company completed the 
acquisition of GM, and commencing from the Company’s financial statement for Q3/2021, the Data Centers 
segment began to be described as a business segment. In addition, January 2023 saw the closing of the 
transaction for the acquisition of two English companies (the "English Companies"): a company that leases land, 
from a third party, on which an active data center located in east London is built and another company that owns 
available land that is in the proximity of the active data center. As of the Report Release Date, the Data Centers 
segment companies held by the Group have 5 (active) income-producing properties, including 4 properties in 
Norway and an active data centers campus in east London, as detailed in the properties map below Section 2.8 of 
Chapter B of this Report.  

The significant parameters in the location of data centers are the ability to supply large quantities of power from 
environmentally-friendly sources, preference for cold regions with low electricity costs and proximity to 
communication networks. Furthermore, physical location relative to the location of customers is relevant in view 
of the importance of latency and a requirement of cloud companies for redundancy between data centers and the 
required distances between centers. In addition, data centers close to airports, universities and auxiliary services 
have an advantage. 

Set forth below are aggregate figures regarding investment property owned by the Group. The figures will be 
presented jointly with regard to properties from the six operating segments of investment property owned by the 
Group, namely: the retail centers and malls in Israel segment, the office and other space for lease in Israel 
segment, the income-producing property overseas segment, the senior housing in Israel segment, the Data 

 
15 In accordance with GAAP, the Mount Zion and Red Rock hotels are classified in the Company’s Financial Statements as property, plant 
and equipment, rather than investment property. 
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Centers segment and the rental housing in Israel segment. For further details regarding the operating segments 
and regarding material properties, see Sections 9, 10, 11, 12, 13 and 14 of this Chapter A. 

For details with respect to land reserves, see Section 7.8 of this Chapter A. 

The Company’s estimations in this Section 7.1 are forward-looking information, as defined in the Securities Law, 
which is based on the Company’s subjective assessments as of the Report Date, and whose materialization, in 
whole or in part, is uncertain, or which may materialize in a materially different manner, inter alia due to factors 
that are beyond its control, including changes in market conditions, construction input prices and the duration 
required for execution. 

7.2 Summary of the results in the investment property segments* 

7.2.1 Summary of the aggregate results of the Group’s six investment property segments 

 

For the year ended  

31 Dec. 2025 31 Dec. 2024 31 Dec. 2023 

NIS in millions 

Total business revenues (consolidated)*** 3,752 3,281 2,999 

Profit from revaluations (consolidated)*** 1,350 913 905 

Business profits (consolidated)** *** 3,877 3,215 3,018 

Same property NOI (consolidated) 2,221 2,231 - 

Same property NOI (corporation’s share) 2,219 2,229 - 

Total NOI (consolidated)** *** 2,527 2,302 2,113 

Total NOI (corporation’s share)** *** 2,525 2,300 2,111 

* For details with respect to additional financial indicators which were examined by the Company, see Sections 2.7 to 2.8 of the 
Board of Directors’ Report. 

**  The figures include the NOI of Palace Tel Aviv Medical, Palace Modi’in and Palace Lehavim and Palace Ra’anana LTC Units according 
to the management’s position, which deems them part of the NOI of the senior homes although they are not investment properties 
(and therefore, the tables of the investment property chapter below shall not include information in respect thereof) and due to 
non-materiality in their separate presentation. 

*** In addition, the figures for 2025 and 2023 include the revenues, profit and NOI from the investments in companies accounted for 
using the equity method. 

 

7.2.2 Summary of the results of the retail centers and malls in Israel segment* 

 

For the year ended  

31 Dec. 2025 31 Dec. 2024 31 Dec. 2023 

NIS in millions 

Total business revenues (consolidated) 1,245 1,285 1,197 

Profit from revaluations (consolidated) 188 267 24 

Business profits (consolidated) 1,137 1,276 965 

Same property NOI (consolidated) 937 1,006 - 

Same property NOI (corporation’s share) 937 1,006 - 

Total NOI (consolidated) 949 1,009 941 

Total NOI (corporation’s share) 949 1,009  941 

* In addition, the figures for 2025 include revenues, profit and NOI from the investments in companies accounted for using the equity 
method 
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7.2.3 Summary of the results of the office and other space for lease in Israel segment 

 

For the year ended  

31 Dec. 2025 31 Dec. 2024 31 Dec. 2023 

NIS in millions 

Total business revenues (consolidated) 1,116 1,064 1,009 

Profit from revaluations (consolidated) 237 142 335 

Business profits (consolidated) 1,142 1,007 1,156 

Same property NOI (consolidated) 886 860 - 

Same property NOI (corporation’s share) 886 860 - 

Total NOI (consolidated) 905 865 821 

Total NOI (corporation’s share) 905 865 821 

7.2.4 Summary of the results of the income-producing property in the U.S. segment 

 

For the year ended  

31 Dec. 2025 31 Dec. 2024 31 Dec. 2023 

NIS in millions 

Total business revenues (consolidated) 216 222 239 

Profit (losses) from revaluations (consolidated) )92 (  7 )240(  

Business profits (losses) (consolidated) )1 (  99 )130(  

Same property NOI (consolidated) 91 92 - 

Same property NOI (corporation’s share) 89 90 - 

Total NOI (consolidated) 91 92 110 

Total NOI (corporation’s share) 89 90 108 

7.2.5 Summary of the results of the senior housing segment 

 

For the year ended  

31 Dec. 2025 31 Dec. 2024 31 Dec. 2023 

NIS in millions 

Total business revenues (consolidated) 295 267 246 

Profit from revaluations (consolidated) 29 127 90 

Business profits (consolidated) 132 214 162 

Same property NOI (consolidated) 103 87 - 

Same property NOI (corporation’s share) 103 87 - 

Total NOI (consolidated) 103 87 72 

Total NOI (corporation’s share) 103 87 72 
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7.2.6 Summary of the results of the Data Centers segment* 

 

For the year ended  

31 Dec. 2025 31 Dec. 2024 31 Dec. 2023 

NIS in millions 

Total business revenues (consolidated) 844 417 290 

Profits (losses) from revaluations (consolidated) 1,093 310 718 

Business profits (consolidated) 1,542 540 872 

Same property NOI (consolidated) 179 169 - 

Same property NOI (corporation’s share) 179 169 - 

Total NOI (consolidated) 449 230 154 

Total NOI (corporation’s share) 449 230 154 

* In addition, the figures for 2025 and 2023 include revenues, profit and NOI from the investments in companies accounted for using 
the equity method. 

7.2.7 Summary of the results of the rental housing in Israel segment 

 

For the year ended  

31 Dec. 2025 31 Dec. 2024 31 Dec. 2023 

NIS in millions 

Total business revenues (consolidated) 36 26 18 

Profit (loss) from revaluations (consolidated) )105 (  60 )22 (  

Business profits (losses) (consolidated) )75 (  79 )7 (  

Same property NOI (consolidated) 25 17 - 

Same property NOI (corporation’s share) 25 17 - 

Total NOI (consolidated) 30 19 15 

Total NOI (corporation’s share) 30 19 15 

7.3 The geographic regions in which the Company operates in the investment 

property segments 

As of the Report Date, the Company operates in two main geographic regions, Israel and the U.S16. Most of the 

Company’s business is in Israel, where the Company operates throughout the country, including North, Center, 

South and other urban areas, without preference to specific areas and without investing special managerial inputs 

in specific areas. The Company estimates that the State of Israel constitutes one geographical region in terms of 

the risks and yields of the income-producing property business. In the U.S. the Company operates, as of the Report 

Date, mainly in the cities of Houston and Austin in Texas.  

For details regarding the macroeconomic parameters affecting the business in Israel and the U.S., see Section 6 

of this Chapter A. 

 

 
16 As of the Report Date, the Group's activity in the Data Centers segment is carried out through GM and the English companies in several 
territories (Norway, England and Germany). In view of the fact that the Data Centers industry is global, and since the Company is seeking 
to focus its activity in this industry on Wholesale and Hyperscale customers, which are large consumers with a global presence (such 
as large cloud service providers), the Company takes a global view of the segment's performance. For further details on the Company's 
goals and strategy in the Data Centers segment, see Section 29 of this Chapter A. 
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7.4 Breakdown of the investment property business 

Set forth below are details of the Company's investment property business, in six segments: Retail centers and 

malls in Israel, office and other space for lease in Israel, senior homes, income-producing property in the U.S., Data 

Centers and rental housing in Israel, on a consolidated basis, broken down by the various uses of the space of 

each segment17. Commercial use in Israel in the tables below is attributed to the retail centers and malls in Israel 

operating segment, while the office and industrial uses are attributed in Israel to the office and other space for 

lease in Israel operating segment (and do not constitute operating segments in and of themselves). Furthermore, 

from Q3/2016, the Company began describing its operations in the senior housing segment in its Financial 

Statements as a separate business segment. From the 2022 Annual Report, the Company began describing its 

operations in the rental housing in Israel segment as a separate business segment. This was done in view of the 

establishment and expansion of the operations and investment in projects under development in the senior 

housing and rental housing segments, which segments are presented as separate columns in the tables below. 

Similarly, from Q3/2021, the Group’s operations in the Data Centers segment began to be described in the 

Company’s Financial Statements as a separate business segment, in view of the closing of the transaction for the 

acquisition of GM, and therefore the segment is included as a separate column in the tables below. It is noted in 

this context that the senior homes in Modi'in, Ra’anana, Lehavim and Rakafot (under construction) have retail 

centers that are attributed to the retail centers and malls in Israel segment. The figures of the income-producing 

property in the U.S. segment all appear under the U.S. region, while the amounts with respect to this region are 

translated into NIS according to the conversion rate of U.S. $1= NIS 3.19.  

The following breakdown of uses is in the format in which the information is presented to the Group's 

management. As a rule, in properties whose main use is retail, the car park was attached to such use, in properties 

whose main use is offices the car park was attached to such use. With respect to the Tel Aviv Azrieli Center, for 

purposes of the Report, the car park areas are divided equally between the retail and office uses, due to its similar 

contribution to both uses. With respect to the Herzliya Business Park, for purposes of the Report, the car park 

areas are divided into 25% for retail and 75% for offices. With respect to Rishonim, the car park areas are divided 

into 40% for retail and 60% for offices according to the Company’s estimation, in connection with the use made 

thereof. 

In the Report, the following terms shall hereinafter bear the meaning set forth beside them: 

“Space”/ “Area” – the space/area for which rent is paid, with the addition of unleased areas (excluding areas sold 

or acquired after the Report Date, if any). With respect to senior housing, the area refers to all of the built area of 

the home, in view of the fact that in senior homes operated by the Company public areas take up a relatively large 

percentage of the total area of the home and public areas are also intended to serve the residents. In the Data 

Centers segment, the total area includes the areas ready for lease (“White Areas”) of the operating segment.  

“Revenues” – all payments made by the tenant, including rent, management fees, profit from electricity, parking 

fees and other payments, if any. 

 

 

 

 

 

  

 
17 The details on the investment property activity for 2023 include the Company's holdings in Compass. The transaction for the 
disposition of the Company's holdings in Compass was closed on 3 October 2023, as detailed in Section 1.3.8 of Chapter A to the 2023 
Periodic Report.  
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1. Breakdown of area of income-producing property (aggregate) by regions and uses, as of 31 December 2025 

(in sqm) 

Regions Uses Offices Industry Retail Residence 
Senior 

Housing* 
Car Parks 

Data 
Centers 

Total 
% of total 

area of 
properties 

Israel 

Consolidated 632,125 23,371 390,210 33,832 114,712 769,270  - 1,963,520 80% 

Corporation's 
share 

632,125 23,371 390,210 33,832 114,712 769,270  - 1,963,520 80% 

U.S. 

Consolidated 252,997  -  -  -  - 199,859  - 452,856 18% 

Corporation's 
share 

245,360  -  -  -  - 197,720  - 443,080   18% 

DC 

Consolidated  -  -  -  -  -  - 40,727 40,727 2% 

Corporation's 
share 

 -  -  -  -  -  - 40,727 40,727 2% 

Total 

Consolidated 885,122 23,371 390,210 33,832 114,712 969,129 40,727 2,457,103 100% 

Corporation's 
share 

877,485 23,371 390,210 33,832 114,712 966,990 40,727 2,447,327 100% 

% of total 
area of 
properties 

Consolidated 36% 1% 16% 1% 5% 39% 2% 100%  

Corporation's 
share 

36% 1% 16% 1% 5% 39% 2% 100%  

* 1,141 apartments – adjoining apartments are treated as one unit. 

2. Breakdown of area of income-producing property (aggregate) by regions and uses, as of 31 December 2024 

(in sqm) 

Regions Uses Offices Industry Retail Residence 
Senior 

Housing* 
Car Parks 

Data 
Centers 

Total 
% of total 

area of 
properties 

Israel 

Consolidated 631,715 23,371 379,292 33,741 114,712 762,270  - 1,945,101 80% 

Corporation's 
share 

631,715 23,371 379,292 33,741 114,712 762,270  - 1,945,101 80% 

U.S. 

Consolidated 252,997  -  -  -  - 199,859  - 452,856 18% 

Corporation's 
share 

245,360  -  -  -  - 197,720  - 443,080   18% 

DC 

Consolidated  -  -  -  -  -  - 40,727 40,727 2% 

Corporation's 
share 

 -  -  -  -  -  - 40,727 40,727 2% 

Total 

Consolidated 884,712 23,371 379,292 33,741 114,712 962,129 40,727 2,438,685 100% 

Corporation's 
share 

877,075 23,371 379,292 33,741 114,712 959,990 40,727 2,428,908 100% 

% of total 
area of 
properties 

Consolidated 36% 1% 16% 1% 5% 39% 2% 100%  

Corporation's 
share 

36% 1% 16% 1% 5% 39% 2% 100%  

* 1,141 apartments – adjoining apartments are treated as one unit. 
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3. Breakdown of fair value of income-producing property (aggregate) by regions and uses, as of 31 December 
202518 

 

Regions Uses Offices Industry Retail Residence 
Senior 

Housing* 
Data 

Centers 
Total 

% of total 
value of 

properties 

Israel  
(NIS in 
millions) 

Consolidated 15,118 163 15,973 1,271 3,076  - 35,601 80% 

Corporation's 
share 

15,118 163 15,973 1,271 3,076  - 35,601 80% 

U.S.  
(USD in 
millions) 

Consolidated 479  -  -  -  -  - 479 3% 

Corporation's 
share 

467  -  -  -  -  - 467 3% 

DC (NIS in 
millions) 

Consolidated  -  -  -  -  - 7,510 7,510 17% 

Corporation's 
share 

 -  -  -  -  - 7,510 7,510 17% 

Total  
(NIS in 
millions) 

Consolidated 16,647 163 15,973 1,271 3,076 7,510 44,640 100% 

Corporation's 
share 

16,607 163 15,973 1,271 3,076 7,510 44,600 100% 

% of total 
value of 
properties 

Consolidated 37%  - 36% 3% 7% 17% 100%  

Corporation's 
share 

37%  - 36% 3% 7% 17% 100%  

*  Gross value, without setoff of the balance of resident deposits. The value net of the balance of resident deposits is approx. 
NIS 1,542 million. 

 

4. Breakdown of fair value of income-producing property (aggregate) by regions and uses, as of 31 December 
202419 

Regions Uses Offices Industry Retail Residence 
Senior 

Housing* 
Data 

Centers 
Total 

% of total 
value of 

properties 

Israel  
(NIS in 
millions) 

Consolidated 14,574 155 15,355 1,320 2,987  - 34,391 80% 

Corporation's 
share 

14,574 155 15,355 1,320 2,987  - 34,391 80% 

U.S.  
(USD in 
millions) 

Consolidated 504  -  -  -  -  - 504 4% 

Corporation's 
share 

491  -  -  -  -  - 491 4% 

DC (NIS in 
millions) 

Consolidated  -  -  -  -  - 7,054 7,054 16% 

Corporation's 
share 

 -  -  -  -  - 7,054 7,054 16% 

Total  
(NIS in 
millions) 

Consolidated 16,414 155 15,355 1,320 2,987 7,054 43,285 100% 

Corporation's 
share 

16,366 155 15,355 1,320 2,987 7,054 43,236 100% 

% of total 
value of 
properties 

Consolidated 38%  - 36% 3% 7% 16% 100%  

Corporation's 
share 

38%  - 36% 3% 7% 16% 100%  

*  Gross value, without setoff of the balance of resident deposits. The value net of the balance of resident deposits is approx. 
NIS 1,432 million. 

  

 
18 The fair value of the Group's income-producing properties in Israel is according to valuations received by the Group which were 
prepared by a certified land appraiser with no dependence on the Company or the Group companies as of 31 December 2025. With 
respect to the overseas properties, the valuations were prepared by certified land appraisers who, in accordance with the ISA’s 
directive, are defined as dependent in view of the indemnification given to them (excluding a non-material property in the sum of 
approx. NIS 31 million, whose value was updated by the Company). 
19 The fair value of the Group's income-producing properties in Israel is according to valuations received by the Group which were 
prepared by a certified land appraiser with no dependence on the Company or the Group companies as of 31 December 2024. With 
respect to the overseas properties, the valuations were prepared by certified land appraisers who, in accordance with the ISA’s 
directive, are defined as dependent in view of the indemnification given to them (excluding a non-material property in the sum of 
approx. NIS 33 million, whose value was updated by the Company). 
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5. Breakdown of NOI of income-producing property (aggregate) by regions and uses, for the year ended 31 

December 2025 

Regions Uses Offices Industry Retail 
Residential 

rentals 

Senior 
Housing* 

Data 
Centers 

Total 
% of total 

NOI of 
properties 

Israel  
(NIS in 
millions) 

Consolidated 896 9 949 30 103  - 1,987 79% 

Corporation's 
share 

896 9 949 30 103  - 1,987 79% 

U.S.  
(USD in 
millions) 

Consolidated 27  -  -  -  -  - 27 3% 

Corporation's 
share 

26  -  -  -  -  - 26 3% 

DC (NIS in 
millions) 

Consolidated  -  -  -  -  - 449 449 18% 

Corporation's 
share 

 -  -  -  -  - 449 449 18% 

Total  
(NIS in 
millions) 

Consolidated 987 9 949 30 103 449 2,527 100% 

Corporation's 
share 

985 9 949 30 103 449 2,525 100% 

% of total 
NOI of 
properties 

Consolidated 39%  - 38% 1% 4% 18% 100%  

Corporation's 
share 

39%  - 38% 1% 4% 18% 100%  

*  The figure includes the NOI of the Medical Department of Palace senior housing.  

 

6. Breakdown of NOI of income-producing property (aggregate) by regions and uses, for the year ended 31 

December 2024 

Regions Uses Offices Industry Retail Residence 
Senior 

Housing* 
Data 

Centers 
Total 

% of total 
NOI of 

properties 

Israel  
(NIS in 
millions) 

Consolidated 856  9 1,009  19 87 -  1,980  86%  

Corporation's 
share 

856  9 1,009  19 87 -  1,980 86%  

U.S.  
(USD in 
millions) 

Consolidated 25 -  -  -  -  -  25 4%  

Corporation's 
share 

24  -  -  -  -  -  24  4%  

DC (NIS in 
millions) 

Consolidated -  -  -  -  -  230  230  10%  

Corporation's 
share 

-  -  -  -  -  230  230  10%  

Total  
(NIS in 
millions) 

Consolidated 948  9 1,009  19 87 230  2,302  100%  

Corporation's 
share 

946  9 1,009  19 87 230  2,300  100%  

% of total 
NOI of 
properties 

Consolidated 41%  -  44%  1% 4%  10%  100%   

Corporation's 
share 

41%  -  44%  1% 4%  10%  100%   

*  The figure includes the NOI of the Medical Department of Palace senior housing.  
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7. Breakdown of NOI of income-producing property (aggregate) by regions and uses, for the year ended 31 

December 2023 

Regions Uses Offices Industry Retail Residence 
Senior 

Housing* 
Data 

Centers 
Total 

% of total 
NOI of 

properties 

Israel  
(NIS in 
millions) 

Consolidated 812 9 941 15 72 -  1,849 88%  

Corporation's 
share 

812 9 941 15 72 -  1,849 88%  

U.S.  
(USD in 
millions) 

Consolidated 30  -  -  -  -  -  30  5%  

Corporation's 
share 

29 -  -  -  -  -  29 5%  

DC (NIS in 
millions) 

Consolidated -  -  -  -  -  154 154 7%  

Corporation's 
share 

-  -  -  -  -  154 154 7%  

Total  
(NIS in 
millions) 

Consolidated 922  9 941 15 72 154 2,113 100%  

Corporation's 
share 

920  9 941 15 72 154 2,111 100%  

% of total 
NOI of 
properties 

Consolidated 44%  -  45%  1% 3%  7%  100%   

Corporation's 
share 

44%  -  45%  1% 3%  7%  100%   

*  The figure includes the NOI of the Medical Department in the Palace senior housing.  
 
 

8. Breakdown of property revaluation profits (aggregate) by regions and uses, for the year ended 31 December 

2025 

Regions Uses Offices Industry Retail Residence 
Senior 

Housing 
Data 

Centers 
Total 

% of total 
revaluation 

profits 

Israel  
(NIS in 
millions) 

Consolidated 230  7 188 )105(  29 -  349  26%  

Corporation's 
share 

230  7 188 )105(  29 -  349  26%  

U.S.  
(USD in 
millions) 

Consolidated )29(  -  -  -  -  -  )29(  )7%(  

Corporation's 
share 

)28(  -  -  -  -  -  )28(  )7%(  

DC (NIS in 
millions) 

Consolidated -  -  -  -  -  1,093 1,093 81%  

Corporation's 
share 

-  -  -  -  -  1,093 1,093 81%  

Total  
(NIS in 
millions) 

Consolidated 138 7 188 )105(  29 1,093 1,350 100%  

Corporation's 
share 

140 7 188 )105(  29 1,093 1,352 100%  

% of total 
revaluation 
profits 

Consolidated 10%  1% 14%  )8%(  2%  81%  100%   

Corporation's 
share 

10%  1% 14%  )8%(  2%  81%  100%   
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9. Breakdown of property revaluation profits (losses) (aggregate) by regions and uses, for the year ended 31 

December 2024 

Regions Uses Offices Industry Retail Residence 
Senior 

Housing 
Data 

Centers 
Total 

% of total 
revaluation 

profits 

Israel  
(NIS in 
millions) 

Consolidated 137 5 267 60  127 -  596  65%  

Corporation's 
share 

137 5 267 60  127 -  596  65%  

U.S.  
(USD in 
millions) 

Consolidated 2 -  -  -  -  -  2 1% 

Corporation's 
share 

1 -  -  -  -  -  1 1% 

DC (NIS in 
millions) 

Consolidated -  -  -  -  -  310 310 34%  

Corporation's 
share 

-  -  -  -  -  310 310 34%  

Total  
(NIS in 
millions) 

Consolidated 144 5 267 60  127 310 913 100%  

Corporation's 
share 

140 5 267 60  127 310 909  100%  

% of total 
revaluation 
profits 

Consolidated 16%  1% 29%  6%  14%  34%  100%   

Corporation's 
share 

16%  1% 29%  6%  14%  34%  100%   

 

10. Breakdown of property revaluation profits (losses) (aggregate) by regions and uses, for the year ended 31 

December 2023 

Regions Uses Offices Industry Retail Residence 
Senior 

Housing 
Data 

Centers 
Total 

% of total 
value of 

properties 

Israel  
(NIS in 
millions) 

Consolidated 320  15 24  )22(  90  -  427  47%  

Corporation's 
share 

320  15 24  )22(  90  -  427  47%  

U.S.  
(USD in 
millions) 

Consolidated )66(  -  -  -  -  -  )66(  )26%(  

Corporation's 
share 

)63(  -  -  -  -  -  )63(  )26%(  

DC (NIS in 
millions) 

Consolidated -  -  -  -  -  718 718 79%  

Corporation's 
share 

-  -  -  -  -  718 718 79%  

Total  
(NIS in 
millions) 

Consolidated 80  15 24  )22(  90  718 905  100%  

Corporation's 
share 

87 15 24  )22(  90  718 912 100%  

% of total 
revaluation 
profits 

Consolidated 9%  2%  3%  )3%(  10%  79%  100%   

Corporation's 
share 

9%  2%  3%  )3%(  10%  79%  100%   
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11. Specification of actual average monthly rent per sqm by regions and uses 

Uses Offices Industry Retail Residence Data Centers 

 For the year ended   

 
31 December 

2025 
31 December 

2024 
31 December 

2025 
31 December 

2024 
31 December 

2025 
31 December 

2024 
31 December 

2025 
31 December 

2024 
31 December 

2025 
31 December 

2024 

In NIS 110 107 36 34  224  223 106 97 2,870  1,098 

Maximum (*) 153 144  -  -  601 569  132 124 4,667  1,607 

Minimum (*) 55 53 -  -  53 52 56 53 782 798  

U.S. (in USD) 18 18 -  -  -  -  -  -  -  -  

 
The maximum represents the average rent per sqm in the property for which the rent average is highest, whereas the minimum represents the average rent per sqm in the property for which the rent 
average is lowest. The average was calculated according to the areas suitable for use only. The table does not include figures with respect to senior housing, in respect of which the average payment by 
residents for an apartment was NIS 14,165 per month in 2025 (NIS 13,513 per month in 2024) (including revenues from the forfeiture of deposits and the payment of monthly maintenance fees). 
* The broad range of rent in all uses derives, inter alia, from the diversity in the nature of the leased property, in the type of the leased unit in the property even in the same building, and in other parameters 
that are not expressed in this table. 
 
 

12. Specification of average occupancy rates by regions and uses* 

 
* The average occupancy rate was calculated based on the lease agreements’ data for the beginning of the period and for the end of each period. 
 
(1) In 2025, excluding the offices at HaManor St. in Holon and the offices at Modi'in West, which are at tenant move-in stages. The occupancy rate in the office space for lease segment, including the 

aforesaid, is approx. 96% as of 31 December 2025 and 96% for 2025. 
(2) In 2024, excluding the offices at HaManor St. in Holon and the offices at Modi'in West, which are at tenant move-in stages, and Mivnei Gazit which was occupied this year. The occupancy rate in the 

office space for lease segment, including the aforesaid, is approx. 96% as of 31 December 2024 and 95% for 2024. 
(3) In 2025, excluding retail at Sarona complex, retail at Town and retail at Modi'in West, which are at tenant move-in stages. The occupancy rate in the retail space for lease segment including the 

aforesaid is approx. 98% as of 31 December 2025 and 98% for 2025. 

Uses Offices Industry Retail Senior Housing Residence Data Center 

 Percentage (%)    

 
As of 

31 Dec. 
2025 

For 
Y2025 

For 
Y2024 

As of 31 
Dec. 
2025 

For 
Y2025 

For 
Y2024 

As of 
31 Dec. 

2025 

For 
Y2025 

For 
Y2024 

As of 31 
Dec. 
2025 

For 
Y2025 

For 
Y2024 

As of 31 
Dec. 
2025 

For 
Y2025 

For 
Y2024 

As of 
31 

Dec. 
2025 

For 
Y2025 

For 
Y2024 

Israel 96% (1) 97% (1) )2(98% 100%  100%  100%  99% (3) 99% (3) 99% (4) 100% (5) 100% (5) 95% (6) 96 % (7) 98 % (7) 100% (8) -  -  -  

U.S. 64%  64%  65%  -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  

DC -  -  -  -  -  -  -  -  -  -  -  -  -  -  -  99 % (9) 99 % (9) 100% (9) 
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(4) In 2024, excluding retail at Sarona complex, retail at Town and retail at Modi'in West, which are at tenant move-in stages. The occupancy rate in the retail space for lease segment including the 
aforesaid is approx. 98% as of 31 December 2024 and 98% for 2024. 

(5) In 2025, excluding Palace Lehavim which is at resident move-in stages. The occupancy rate in the senior housing segment including Palace Lehavim is approx. 98% as of 31 December 2025 and 
86% for 2025. 

(6) In 2024, excluding Palace Lehavim which is at resident move-in stages. The occupancy rate in the senior housing segment including Palace Lehavim is approx. 98% as of 31 December 2024 and 
86% for 2024. 

(7) In 2025, excluding Town Residences and Modi'in West which are at resident move-in stages. The occupancy rate in the rental housing segment including Town Residences and Modi'in West is approx. 
89% as of 31 December 2025 and 86% for 2025. 

(8) In 2024, excluding Town Residences and Modi'in West which are at resident move-in stages. The occupancy rate in the rental housing segment including Town Residences and Modi'in West is approx. 
81% as of 31 December 2024 and 66% for 2024. 

(9) The average occupancy rate was calculated based on the lease agreements’ data for 31 December 2025, at a weighted average of GMG. The occupancy rate does not include spaces under construction. 



 

37A- 

 

13.  Number of income-producing buildings, by regions and uses* 

*  A number of properties have several different uses, and in such cases the properties were classified in the table under each 
of those uses. 
** The number of malls and retail centers does not include the income-producing properties of Z.M.H Hammerman.  
 
 

 

14. Breakdown of actual average yield rates (according to year-end value), by regions and uses* 

 
The yield rate is a division of the actual NOI by the value of the property as of the end of the year. In the event of the acquisition of 
properties or completion of construction thereof in the course of the year, the index does not reflect the rate of the annual yield from 
these properties. The rate of the actual yield does not constitute the CAP rate that the Group used for revaluation of its properties. 
 
* The figures do not represent representative yield but rather the division of actual NOI by the value of the properties, and do not take 

into account other influences, such as properties populated, properties purchased during the period, revenues expected from vacant 
spaces, expected investments in the property etc. 

** For the senior housing segment – calculated according to net value (after deduction of the balance of resident deposits) as of the 
end of the period. 

Uses Offices Industry Retail Senior Housing Residence Data Centers 

For the year ended  

 
31 

Dec. 
2025 

31 
Dec. 
2024 

31 
Dec. 
2025 

31 
Dec. 
2024 

31 
Dec. 

2025*
* 

31 
Dec. 
2024 

31 
Dec. 
2025 

31 
Dec. 
2024 

31 
Dec. 
2025 

31 
Dec. 
2024 

31 
Dec. 
2025 

31 
Dec. 
2024 

Israel 16 16 1 1 23 23 4  4  3 3 -  -  

U.S. 8 8 -  -  -  -  -  -  -  -  -  -  

DC -  -  -  -  -  -  -  -  -  -  5 5 

Total 
income-
producing 
properties 

24  24  1 1 23 23 4  4  3 3 5 5 

Uses Offices Industry Retail 
Senior 

Housing** 
Residence Data Centers 

For the year ended (in %) 

 
31 

Dec. 
2025 

31 
Dec. 
2024 

31 
Dec. 
2025 

31 
Dec. 
2024 

31 
Dec. 
2025 

31 
Dec. 
2024 

31 
Dec. 
2025 

31 
Dec. 
2024 

31 Dec. 
2025 

31 Dec. 
2024 

31 Dec. 
2025 

31 Dec. 
2024 

Israel 5.92%  5.87% 5.85%  5.94%  5.93%  6.56%  6.04%  5.59%  2.27%  1.42%  -  -  

U.S. 6%  5.01%  -  -  -  -  -  -  -  -  -  -  

DC -  -  -  -  -  -  -  -  -  -  %645.  3.27%  
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7.5 Projected revenues from signed lease contracts (NIS in millions) 

Period of Revenue 
Recognition 

Revenues from Fixed 
Components* 

Number of Ending 
Contracts 

Area to which the Ending 
Agreements pertain (sqm in 

thousands) 

Y2026 

Q/1 1,055 286  42 

Q/2 1,044 252 53 

Q/3 1,012 262  88 

Q/4 973 322 61 

Y2027 3,372 1,038 260  

Y2028  2,652 830  197 

Y2029  1,724 658 164 

Y2030 forth 4,877 1,376 502 

Total 16,709  5,024  1,367 

The revenues figures in the above table, which include revenues from rent, management fees and parking, were calculated based on 
the basic amounts determined in the lease agreements, linked to the CPI known on 31 December 2025, and based on the following 
assumptions: (1) The exercise of the tenants’ options to extend the lease periods included in the lease contracts, was not taken into 
account, since the CODM does not review, on a regular basis, the expected revenue figures under the assumption of the exercise of 
options granted to the tenants to extend the lease period; (2) Lease contracts, the lease period under which has ended, and new lease 
contracts have not yet been signed with the tenants, were not taken into account; (3) The possibility of sale of the properties or the 
purchase of new income-producing property, was not taken into account; (4) Fines due to early termination, if any, were not taken into 
account; and (5) The increments to the rent due to percentages of the sales were not taken into account for calculation of the rent. 

The Company’s revenues include variable components due to additional revenue from sales alone. The Company does not prepare 
estimates for revenues from variable components which are immaterial in relation to the Company’s revenues from its income-
producing properties, and therefore it does not have the information. 

The revenue figures specified in the above table are under the assumption that the options for extension of the lease periods included 
in the lease contracts will not be exercised, although many of the Company’s tenants usually extend the lease agreements upon the 
expiration thereof, according to the extension options specified in the agreements. 

The above figures are based on the Company’s assessment considering signed agreements as of the Report Date, and constitute 
forward-looking information, within the definition of such term in the Securities Law. Actual results may significantly differ from the 
above specified estimates and the implications thereof, for various reasons, including early termination of lease contracts or a business 
crisis undergone by any of the tenants. 

* The figures are in accordance with signed contracts as of 31 December 2025. 

7.6 Key tenants 

In 2025, the Company had no tenant, the revenue from whom accounted for 10% or more of its total revenues. 

In 2025, the revenues from the fashion industry accounted for approx. 13% of the Group’s revenues and approx. 

40% of the revenues of the Company's retail centers and malls segment. If and when material changes in costs 

occur in this segment and insofar as the effect of the changes endures over time, the Company’s profitability may 

also be affected thereby. 

However, most of the lease agreements include a fixed rent, such that the Company's exposure in this respect is 

limited in the short term. 

In the Data Centers segment, the Company focuses on the Hyperscale market. Accordingly, GM has several core 

customers which account for a high percentage of its revenues, and the loss of which may affect the Data Centers 

operating segment. For further details, see Section 13.11 below. 
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7.7 Properties under construction In Israel(*) (aggregate level), by use 

For the Year Ended Parameters Uses 

31 December 
2023 

31 December 
2024 

31 December 
2025 

  

7 5 5 
Number of properties under construction at the end of the 
period 

Retail(4) 

 

116 99  99  
Total space under construction (planned) at the end of the 
period (sqm in thousands)(1) 

205 105 181 
Total costs invested in the current period (consolidated) (NIS in 
millions) 

807  795 179  
The amount at which the properties are presented in the 
statements at the end of the period (consolidated) (NIS in 
millions) 

214-204  205-195  311-301  
Construction budget in the consecutive period (estimate) 
(consolidated) (NIS in millions) 

544-484  458-412  294-249  
Total estimated balance of construction budget for completion 
of the construction work (consolidated) (estimate as of the end 
of the period) (NIS in millions) (2) 

11%  2%  %1  
Rate of built-up area in respect of which lease contracts have 
been signed (%) 

3 -  -  

Projected annual income from projects to be completed in the 
consecutive period and in which contracts have been signed for 
50% of the area or more (consolidated) (estimate) (NIS in 
millions) 

5 4 4 
Number of properties under construction at the end of the 
period 

Office and other 
space(4) 

364  351 351 
Total space under construction (planned) at the end of the 
period (sqm in thousands) (1) 

314 366 539 
Total costs invested in the current period (consolidated) (NIS in 
millions) 

1,986 2,230 2,680  
The amount at which the properties are presented in the 
statements at the end of the period (consolidated) (NIS in 
millions) 

584-574  686-676  767-757  
Construction budget in the consecutive period (estimate) 
(consolidated) (NIS in millions) 

1,131-1,007  785-678  478-372  
Total estimated balance of construction budget for completion 
of the construction work (consolidated) (estimate as of the end 
of the period) (NIS in millions) (2) 

17% 19% 16%  
Rate of built-up area in respect of which lease contracts have 
been signed (%) 

-  -  -  

Projected annual income from projects to be completed in the 
following period and in which contracts have been signed for 
50% of the area or more (consolidated) (estimate) (NIS in 
millions)(3) 

3 2 2 
Number of properties under construction at the end of the 
period 

Residences (4) 

60  53 53 
Total space under construction (planned) at the end of the 
period (sqm in thousands) (1) 

242 76 92 
Total costs invested in the current period (consolidated) (NIS in 
millions) 

794 733 769  
The amount at which the properties are presented in the 
statements at the end of the period (consolidated) (NIS in 
millions) 

161-151  190-180  191-181  
Construction budget in the consecutive period (estimate) 
(consolidated) (NIS in millions) 

454-521 457-397  406-466 
Total estimated balance of construction budget for completion 
of the construction work (consolidated) (estimate as of the end 
of the period) (NIS in millions)(2) 

-  -  -  
Rate of built-up area in respect of which lease contracts have 
been signed (%) 

-  -  -  

Projected annual income from projects to be completed in the 
following period and in which contracts have been signed for 
50% of the area or more (consolidated) (estimate) (NIS in 
millions)(3) 
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For the Year Ended Parameters Uses 

31 December 
2023 

31 December 
2024 

31 December 
2025   

1 1 1 
Number of properties under construction at the end of the 
period 

Senior Housing(4) 

35 35 35 
Total space under construction (planned) at the end of the 
period (sqm in thousands) (5) 

84  136 144 
Total costs invested in the current period (consolidated) (NIS in 
millions) 

247  378 335  
The amount at which the properties are presented in the 
statements at the end of the period (consolidated) (NIS in 
millions) 

149- 154 128-124  46-42  
Construction budget in the consecutive period (estimate) 
(consolidated) (NIS in millions) 

97- 112 44-29  19-5  
Total estimated balance of construction budget for completion 
of the construction work (consolidated) (estimate as of the end 
of the period) (NIS in millions) (2) 

-  15% 34%  
Rate of built-up area in respect of which contracts have been 
signed (%) 

-  -  -  

Projected annual income from projects to be completed in the 
following period and in which contracts have been signed for 
50% of the area or more (consolidated) (estimate) (NIS in 
millions) (3) 

 
* The Company has no properties under construction outside of Israel, with the exception of the Data Centers segment. 
(1) Marketable space. 
(2) Balance of construction budget after the expiration of the consecutive period.  
(3) There are no projects expected to be completed in the consecutive period for which contracts in respect of 50% or more of the 

space have been signed. 
(4) Projects which combine several uses were split among the various uses. 
(5) Scope of building rights. 
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The following table presents information about properties under construction in the data center operating 

segment: 

Parameters    

 31.12.2025 31.12.2024 31.12.2023 

Number of properties under construction at end of period 2 2 5 

Total areas under construction (planned) at end of period (sqm in 
thousands)(1)  

11 8 62 

Total costs invested in the current period (on a consolidated basis) 
(NIS in millions)(2) 

228  275 2,527 

The amount at which the properties are presented in the statements 
at end of period (consolidated) (NIS in millions)(2) 

1,352 244  2,645  

Construction budget in the following period (estimate) 
(consolidated) (NIS in millions) 

408-398  741-731  1,875- 1,885 

Total balance of estimated construction budget for completion of 
construction work (consolidated) (estimate as of end of period) 
(NIS in millions) (3) 

704-694  285-275  227- 237 

Rate of the area being built for which lease contracts have been 
signed (%) (4) 

52%  -  91%  

Projected annual revenue from projects to be completed in the 
following period in which contracts have been signed for 50% or 
more of the area (consolidated) (estimate) (NIS in millions)  

24 -  440  

(1) As of 31 December 2025, the figure includes the area of GM UK and the amount of the property under construction for Germany 
which is presented in the Group’s Financial Statements under the item “investment in a company accounted for by the equity 
method”. As of 31 December 2024, the figure includes the area of UK. 

(2) As of 31 December 2025, the figure includes the area of Gm UK and the amount of the property under construction for Germany 
which is presented in the Group’s Financial Statements under the item “investment in a company accounted for by the equity 
method”, as of 31 December 2024, the figure includes the amount of properties under construction of GM UK. As of 31 December 
2023, the figure includes the amount of properties under construction of GM and GM UK. The amount of properties under 
construction for Compass was presented in the Group’s Financial Statements under the item “investment in a company accounted 
for by the equity method”. 

(3) The balance of the construction budget from the end of the following period. 
(4) As of 31 December 2025, the rate was calculated as a weighted average of GM UK and the property in Germany. As of 31 December 

2024, the rate was calculated as a weighted average of GM UK. As of 31 December 2023, the rate was calculated as a weighted 
average of GM and GM UK. 
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PROPERTIES UNDER DEVELOPMENT – FURTHER DETAILS: 

Following are details regarding the properties under development as of the Report Date in the investment real 

estate operating segments. For further details see Section .15  of the Board of Directors' Report: 

Palace Rishon LeZion Senior Housing 

On 13 March 2016, an (indirect) subsidiary of the Company won a tender issued by the Israel Land Authority for 

the acquisition of leasehold rights in a lot of 3.4 thousand sqm designated for senior housing in the HaRakafot 

neighborhood in East Rishon LeZion. The Company is building on this land a senior home which is expected to 

include approx. 274 apartments, an LTC unit and approx. 3,000 sqm of retail space. In April 2018, the 

recommendation of the Local Committee for the deposit of a zoning plan for the addition of rights was received 

and transferred for discussion by the District Committee. In November 2018, the District Committee decided to 

deposit the zoning plan conditionally. In April 2019, the zoning plan was published for objections, and in 

September 2019 the District Committee discussed the objections filed. In February 2020, the plan was published 

for validation and approved in the Official Gazette. 

In March 2020, the Company submitted an application for an excavation and shoring permit for the project. In 

June 2020, the permit was received and work commenced at the beginning of 2021. In May 2021, the Company 

submitted an application for a basement permit which was conditionally approved during September 2021, and 

the permit was received in March 2022. In October 2021, the Company submitted an application for a building 

permit for the entire project, which was received in January 2023 and the project's construction work is in 

advanced stages and currently, the Company is obtaining an occupancy permit for the project.  

 

Expansion of the Azrieli Tel Aviv Center (the Spiral Tower) 

In May 2013, the Company engaged in an agreement for the purchase of full title to the land of approx. 8,400 sqm 

in the intersection of the streets Menachem Begin Road and Noah Moses in Tel Aviv, adjacently to the Azrieli Tel 

Aviv Center, which held the building known as the “Yediot Aharonot House”. On 31 March 2016, the transaction 

has been closed and possession of the lot has been handed over to the Company. In February 2018 the Company 

completed the demolition of the said building and began excavation and shoring work. In April 2018 the zoning 

plan with an urban-mixed designation was validated, which allows uses of retail, offices, hotels, residences and 

senior housing with above-ground building rights of 147,260 sqm (gross), and, in addition, approx. 3,000 sqm of 

underground main retail space. The Company intends to construct retail space that will serve to expand the 

existing mall and a multi-story tower (the Spiral Tower), subject to receipt of the required statutory approvals. In 

the context of the zoning plan, the Company was required to approve an architectural design and development 

plan for the project, as a condition for the aboveground construction permit. In addition, the Company undertook 

to allocate, out of said rights in the project, a public floor for the Tel Aviv Municipality, and in addition, undertook 

to pay for and perform various tasks in the vicinity of the project, including at Azrieli Center. In January 2020, a 

basement construction permit was received for the project. In January 2021, the design plan was signed by the 

approving factors in the Tel Aviv Municipality. In July 2021, the Company submitted an application for an above-

ground building permit for the entire project and in December 2021 the Local Committee’s decision was received 

conditionally approving receipt of the permit. In June 2023, an above-ground building permit for the entire 

project was received and the construction work is in progress.  

 

SolarEdge Campus  

17 January 2022 saw the closing of a transaction for the acquisition of a company that holds leasehold rights in 

land located in the North Glilot site, on part of which the Company will build a campus for SolarEdge Technologies 

Ltd. (“SolarEdge”), which campus will comprise ~43,000 sqm of aboveground areas and 950 parking spaces. The 

Company entered into an agreement with SolarEdge for the lease of the campus for a 15-year term with extension 

options up to a total period of 24 years and 11 months. From the date of handover of possession of the campus, 

the SolarEdge will be responsible for the campus’s management and maintenance. June 2022 saw the receipt of 
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a shoring and excavation permit and work has begun. In April 2023, a conditional full building permit for the 

project was approved, and in October 2023, a building permit was received for the entire project. For further 

details, see the Company’s immediate reports of 11 May 2021 (Ref. 2021-01-082779) and 18 January 2022 (Ref. 

2022-01-007851), which are included herein by reference. As of the Report Release Date, the Company and 

SolarEdge reached an agreement on postponement of the estimated date of commencement of the term of the 

lease such that it will commence in early 2027, and on reducing the area to be leased to SolarEdge by approx. 

40% and reducing the number of parking spaces to 600 parking spaces in lieu of 950 (parking spaces). For further 

details, see the Company’s immediate reports of 20 March 2025 (Ref. 2025-01-018904) and 20 November 2025 

(Ref. 2025-01-089509), which are included herein by reference. 

 

Land in Modi'in (Lot 10) 

On 6 October 2019, the Company learned that it had won a tender held by the Israel Land Authority for the 

acquisition of leasehold rights in a lot located in the CBD of Modi'in-Maccabim-Re’ut, the area of which is approx. 

17,000 sqm, designated for the construction of a retail and office project, with rights for approx. 37,000 sqm 

above-ground, in consideration for approx. NIS 51 million that were paid by the Company. Furthermore, according 

to the terms of the tender, the Company paid, in addition to the cost of the land, approx. NIS 37 million for 

development costs. The Company is working to promote a plan for the project that is to be built on the land, and 

in October 2020 it submitted to the Local Committee a zoning plan for additional usages on the lot. In April 2021, 

a discussion was held on the plan that was submitted by the Company to the Local Committee for additional 

usages on the lot, and it was decided on the conditional deposit thereof. In June 2021, the plan was deposited for 

objections and in October 2021, the plan was discussed and conditionally approved. In January 2022, the Local 

Committee finally approved the plan.  

In addition, the Company submitted a building plan to the Local Committee, which was conditionally approved, 

and also submitted an application for an excavation and shoring permit which was received in March 2022, and 

the work has begun. In the Report Period, the Company engaged in an agreement for the construction of a new 

medical center that will be leased to Clalit Health Services, spanning over approx. 8.1 thousand sqm on a part of 

the land. The Company promoted a plan for the addition of approx. 8,000 sqm underground, which was approved 

in February 2024. In May 2024, a conditional building permit was approved for all of the project’s areas, and in 

November 2024, the full building permit was received and work on construction of the project is underway. 

 

Sde Dov 

On 19 February 2025, the Company reported that it had learned that it had won a tender of the Israel Land 

Authority (ILA) for the purchase of leasehold rights in a lot in Tel Aviv, for the construction of a senior housing 

project and retail areas, in consideration for approx. NIS 550 million, plus VAT, and that the award is contingent 

on the taking effect of the zoning plan that applies to the lot. The land is designated for the construction of a 

senior housing project comprising ~350 apartments and retail areas. On 19 March 2025, the Company reported 

that final confirmation of the award had been received from the ILA. According to the terms and conditions of the 

tender, the Company shall pay, in addition to the cost of the land, approx. NIS 46 million for development costs. 

In June 2025, the balance of the consideration was paid. For further details, see the Company’s immediate reports 

of 19 February 2025 and 19 March 2025 (Ref. 2025-01-011815 and 2025-01-018468, respectively), which are 

incorporated herein by reference. The Company is currently promoting the statutory proceedings required for 

receipt of a building permit for the project. For details regarding the notice of the Ministry of Environmental 

Protection to owners of land in the Sde Dov site, whereby according to initial findings from groundwater sampling 

at the Sde Dov site, PFAS exceedances were detected, see Section 25 of Chapter A of this report 
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Rental housing project in Herzliya 

In April 2023, the Company won a tender of Dira Lehaskir - The State-Owned Rental Housing Company Ltd. and 

the Israel Land Authority for the purchase of leasehold rights in a complex located in Herzliya (near Kibbutz Glil 

Yam) that includes lots 100 and 102. According to the provisions of the tender, the land is designated for a multi-

family residential building, for the purpose of long-term lease, for a period of no less than 20 consecutive years 

from the date of completion of construction. The project is expected to include 147 residential units and retail 

areas. One half of the apartments in the project will be leased in a supervised rent that will be 80% of the free 

market rent. The Company is working to promote building permits for the project. For further details, see Section 

1.3.7 of Chapter A of the 2023 Periodic Report. 

In November and December 2025, excavation and shoring permits were received for both lots. In April 2025, 

conditional approval was given for a full building permit for lot 102 and in January 2026, the full building permit 

was received. In addition, in January 2026, conditional approval was given for a full building permit for lot 100 

and the Company is working to fulfill the conditions 

 

Property in the Holon Industrial Zone – Holon 3  

A property consisting of land with a registered area of approx. 57.5 thousand sqm, located in the Holon Industrial 

Zone, acquisition of which was closed in April 2016 and two additional lots originally purchased in the framework 

of an ILA tender and constituting part of the Holon HaManor land. Over the course of 2017, the Company evicted 

the tenants from the buildings on the land and completed the demolition of these buildings. In March 2018 and 

June 2018, excavation and shoring work began. In October 2018 a permit was received for the construction of 

parking basements, and the Company began work on the construction thereof, and in July 2019, a permit was 

received for the addition of parking basements. In the framework of consolidation of parcels, approx. 30 thousand 

sqm of building rights have been added to the lot (such that the total building rights in the consolidated lot 

amount to approx. 250 thousand sqm). May 2019 saw commencement of the work on construction of the parking 

basements in the eastern part of the project, and a Form 4 was received therefor in November 2020. In April 2021, 

a certificate of completion was received for the parking lots. The area is near Azrieli Holon Center and on it, the 

construction of a of mixed-use project, including employment and retail, is planned. The project will include up 

to approx. 250,000 sqm of leasable space and is located close to major traffic arteries. 

 

BETTERMENT OF EXISTING PROPERTIES: 

During the Report Period, the Company continued to promote the betterment of existing properties, inter alia, as 

follows:  

Azrieli Jerusalem Mall – the zoning plan for the expansion of the mall, senior housing and office spaces was 

discussed by the Local Planning & Building Committee, which recommended the deposit of the plan with the 

District Committee. In July 2018, the District Planning & Building Committee in Jerusalem approved the 

Company’s application to deposit a plan for expansion of the Azrieli Jerusalem Mall by additional space which 

includes retail, office and senior housing areas, as well as a structure to be built for the Municipality of Jerusalem. 

On 22 January 2020, a hearing was held at the local committee on the objections. The local committee 

recommended that district committee approve the plan as submitted subject to minor amendments while 

dismissing all third-party objections. In September 2020, the District Committee held a discussion of the 

objections to the zoning plan published by the Company. In December 2020 an interim decision was issued by 

the District Committee, and the Company was required to present construction alternatives. In December 2021, 

the District Committee issued a decision granting conditional approval for the zoning plan for expansion of the 

Azrieli Jerusalem Mall by approx. 95 thousand sqm above-ground gross, and in 2022 the plan was approved. 

Azrieli Tel Aviv – in 2022, a permit for the addition of some 2,500 sqm was approved, for the construction of movie 

theaters on the mall’s roof, as well as an addition of some 800 sqm of retail space on the ground floor. 
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Azrieli Rishonim – in May 2019, a discussion was held by the District Committee in connection with the addition 

of some 21,000 sqm of office space to the office tower. In January 2020, the plan was deposited for objections at 

the District Committee. In July 2020, the District Committee discussed and denied the objections to the plan for 

the addition of office space to the office tower in the project, and the plan was approved for validation. 

Azrieli Haifa – in November 2021, the Local Committee approved a plan for additional construction of approx. 

3,000 sqm. In 2024, a building permit was received allowing the opening of sealed-off areas in the mall. The 

building permit was implemented and some of the areas have been leased. 

Azrieli Sarona – the Company is acting vis-à-vis the Local Committee to promote a zoning plan for additional rights 

of approx. 740 sqm main area which were transferred from a landmarked property. In May 2025, the Local 

Committee gave conditional approval for the plan and the conditions have been fulfilled. In February 2026, the 

Local Committee approved publication of the plan for validation. 

Azrieli Eilat – in 2023, a zoning plan for the addition of 500 sqm of main areas and service areas was approved, 

and the Company submitted an application for a building permit for the exercise of the rights and renovation of 

the mall. In April 2025, the Committee's conditional approval for a building permit for exercising the rights was 

received, and the Company is working to fulfill the conditions. 

The Company reviews, from time to time, options to promote zoning plans for additional building rights and 

usages in its projects. 

The Company’s estimations in Section 7.7 of this Chapter A are forward-looking information, as defined in the 

Securities Law, which is based on subjective estimates of the Company as of the Report Date, and the 

materialization thereof, in whole or in part, is uncertain, or they may materialize in a significantly different 

manner, inter alia, due to factors which are beyond its control, including changes in market conditions, the period 

of time that shall be required for approval of the building plans for performance, the construction input prices 

and the effects of the War. 

7.8 Land (aggregate) 

The table below presents a summary of figures on the Company’s land reserves: 

Region For the year ended on: 

 
31 December 

2025 
31 December 

2024 

Israel 

The amount at which the lands are presented in the financial 
statements at the end of the period (NIS in millions)  

913 315 

Total area of the lands at the end of the period (sqm in 
thousands)  

89.7  28.6  

U.S. 

The amount at which the lands are presented in the financial 
statements at the end of the period (USD in millions)  

5 5 

Total area of the lands at the end of the period (sqm in 
thousands)  

13.7 13.7 

DC 

The amount at which the lands are presented in the financial 
statements at the end of the period (NIS in millions)  

919 273  

Total area of the lands at the end of the period (sqm in 
thousands)  

152 653  

 
As of the Report Date, construction in some of the Company’s land reserves is impossible due to planning and other restrictions. 
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LAND RESERVES – FURTHER DETAILS: 

Following are details regarding the lands intended for construction as of the Report Date in the investment real 

estate operating segments. For further details see Section .1.15  of the Board of Directors’ Report: 

 

Land in Petach Tikva 

On 17 September 2017, the Group has engaged in an agreement for the purchase of land in Petach Tikva of an 

area of around 19,000 sqm for NIS 91 million plus VAT as required by law (the “Vacant Land”). On 9 November 

2017, the transaction was closed, and possession of the Vacant Land was handed-over to the Group. The Vacant 

Land is situated in the eastern part of the Kiryat Aryeh Industrial Zone in Petach Tikva, near an office project that 

is owned by the Group. The Vacant Land includes building rights for around 53,000 sqm as well as parking 

basements. 

In July 2019 an application for a shoring, excavation and basement permit was submitted. In January 2020, the 

Local Committee decided to approve the application for a shoring, excavation and basement permit on conditions. 

In view of approval of the outline plan for Kiryat Aryeh in Petah Tikva, the Local Committee together with the 

Company decided on promotion of a zoning plan under local jurisdiction only for the approval of building rights 

such that it will include 280 thousand sqm, to be used mainly for offices, which are planned to be built both on 

the Vacant Land and on the land where the office project is situated, in lieu of two other plans which the Company 

previously promoted. In April 2022, the zoning plan was discussed at the Local Committee and conditionally 

approved, which conditions the Company is working on fulfilling. 

 
 
Azrieli Town Building E 

On 14 May 2018 the Company closed a transaction for the acquisition of rights in land situated on Menachem 

Begin Road in Tel Aviv, which hold a building with 4 floors on top of a retail ground floor, with a total area of 

approx. 5,500 sqm and basement floors, which was fully leased. The property includes unused building rights in 

accordance with the zoning plan applicable to the land which total approx. 21,000 sqm of above-ground space 

and additional rights. In July 2021, the Company purchased the gasoline station land (which was not included in 

the above original transaction for the purchase thereof), which is located on the property and whose operations 

have been discontinued. In December 2022, the Company deposited for objections a zoning plan which comprises 

90,520 sqm gross above-ground areas. In June 2023, after a discussion was held on the objections, the Local 

Committee decided to conditionally approve the plan and the Company fulfilled the conditions. An administrative 

appeal was filed against the decision of the Local Committee, and in December 2024, the decision of the 

administrative appeals committee was received, whereby 1,019 sqm, which constitute 13,043 sqm of built-up 

above-ground areas, gross, will be deducted from the area of the plan for calculation of rights, and that a leasable 

area that was allocated to the city will be converted into a public area. In April 2025, the appeals committee re-

deliberated a specific component of the decision of the appeals committee and a final decision of the committee 

is yet to be issued. Prior thereto, in January 2025, the appellant in the administrative appeal filed an 

administrative petition against the decision of the administrative appeals committee of December 2024 which, 

as of the date of release of this Report, is expected to be heard in court in 2026.  
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7.9 Acquisition and Sale of Properties (aggregate) 

 
(1) The costs include the entire purchase amount, even if not yet paid, and do not include purchase taxes and transaction 

closing costs. 
(2) Excluding the parking lot area. 
(3) The property purchased is land in Herzliya (Glil Yam). 
(4) The properties purchased are the income-producing properties purchased in the context of the acquisition of Z.M.H. 
(5) The holding in Compass was sold in 2023. For further information about the transaction and the closing thereof, see Note 

7D to the Financial Statements. 
(6) A UK company in the DC segment was acquired in 2023. For further information about the transaction and the closing 

thereof, see Note 10F to the financial statements that were attached to the Periodic Report. 

 

Region 
Parameters (figures of area in thousands and 

amounts in millions) 
Period (Year ended on) 

   
31 December 

2025 
31 December 

2024 
31 December 

2023 

   

Israel 
(NIS) 

 
Properties 
Sold 

Number of properties sold in the period  -  -  -  

Consideration from realization of properties 
sold in the period (consolidated) 

-  -  -  

Area of properties sold in the period 
(consolidated) 

-  -  -  

NOI of properties sold (consolidated) -  -  -  

Profit / loss due to realization of the 
properties (consolidated) 

-  -  -  

Properties 
Purchased 

Number of properties purchased in the 
period  

7 -  1 

Cost of properties purchased in the period 
(consolidated) (1) 231(4) -  119(3) 

NOI of properties purchased (consolidated) 32 -  -  

Area of properties purchased in the period 
(consolidated) 

12 -  5 

Data 
Centers 
(NIS) 

Properties 
Sold 

Number of properties sold in the period(9) -  -  -  

Consideration from sale of properties in the 
period  

-  -  -  

Area of properties sold in the period 
(consolidated) 

-  -  -  

NOI of properties sold  -  -  -  

Profit / loss in respect of realization of the 
properties (consolidated) 

-  -  -  

Properties 
Purchased 

Number of properties purchased in the 
period(10) 

-  -  -  

Cost of properties purchased in the period 
(consolidated)  

-  -  -  

NOI of properties purchased (consolidated)  -  -  -  

Area of properties purchased in the period 
(consolidated) 

-  -  -  
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7.10 Fair value adjustments of values in the Statement of Financial Position 

required at the corporation level 

 
For an explanation with respect to the changes in the investment property items between 2024 and 2025, see Sections 2.9.2, 2.10.2, 
2.11.2, 2.12.2, 2.13.2 and 2.14.2 of the Board of Directors’ Report. 
 
(1) The adjustments are in respect of non-material costs in respect of projects at early planning stages. 
  

 As of 

 (Consolidated) (NIS in millions) 

 
31 December 

2025 
31 December 

2024 

Presentation in 
the Description 
of the 
Corporation’s 
Business Report 

Total Income-Producing Property (as presented in the total column in 
the income-producing properties fair value by region and use tables as 
of 31 December 2025 and 31 December 2024  Number 3+4) 

44,639  43,285  

Total Income-Producing Property under Construction (as presented in 
the “Total” column in Section 7.7 of the Table) in Israel 

4,899  4,136 

Total Income-Producing Property under Construction (as presented in 
the “Total” column in Section 7.7 of the Table) overseas 

1,352 244  

Total Land for Investment in Israel (as presented in the “Total” column 
in Section 7.8 of the Table) 

913 315 

Total Land for Investment in the U.S. (as presented in the “Total” 
column in Section 7.8 of the Table) 

14 18 

Total land for investment DC (as presented in the "Total" column in 
Section 7.8 of the Table) 

919 273 

Consolidated Total 52,736 48,271 

Adjustments 

Adjustments to value deriving from receivables items )201(  )186(  

Advances on account of investment property -  -  

Assets of an associate which is not consolidated )772(  )50(  

Other adjustments (1) 6 8 

Total adjustments )967(  )228(  

Total, After Adjustments 51,769 48,043  

Presentation in 
the Statement 
of Financial 
Position 

Investment Property Item in the Statement of Financial Position 
(Consolidated) 

44,689  43,609  

Investment Property under Construction Item in the Statement of 
Financial Position (Consolidated) 

7,080  4,434  

Total 51,769 48,043  
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7.11 Adjustments to FFO profits 

 
1. FFO is not a GAAP-based financial indicator. This indicator is calculated according to the Disclosure Provision. The 

indicator is the accounting net profit for the period, discounting one-time expenses and revenues (including profit 
or loss from the revaluation of properties), sale of properties, depreciation and amortization. This indicator is 
commonly used to examine the performance of income-producing real estate companies. The required 
adjustments to the accounting profit are specified in this table. 

2. The deposits of senior housing residents are deemed as received or as returned on the date on which the 
agreement is signed or terminated, as applicable. 

3. See the explanation in Section 2.7 of the Board of Directors’ Report. 
4.  Calculated according to out-of-pocket credit costs for development pipeline. 

FFO for the Year Ended  

 31 December 2025 31 December 2024 

 
NIS in millions 

Unaudited 
NIS in millions 

Unaudited 

Net profit for the year attributed to the shareholders 1,889 1,477 

Adjustments according to the provisions of the Fourth Schedule to the 

Prospectus Details Regulations 
  

Changes in the value of investment properties and investment properties 

under construction 
(1,127) )909(  

Net loss (profit) from Azrieli E-Commerce and from Z.M.H attributed to the 

shareholders 
)11(  -  

Depreciation and amortization 8 8 

Deferred taxes and taxes of previous years 412 352 

Effect (profits) of an associate )154(  -  

Other expenses 86 74 

Non-cash financing (income) )232(  )256(  

Attribution of interest paid in respect of real investments(3) 5 -  

Adjustments deriving from the share of non-controlling interests )1(  -  

Nominal FFO according to the provisions of the Fourth Schedule to the 

Prospectus Details Regulations(1) 
875 746  

Additional adjustments   

Cash flow from deposits received from residents, net of deposits returned to 

residents(2) 
94  119 

Net of revenues from forfeiture of residents’ deposits )62(  )57(  

Expenses for share-based payment 18 8 

Special bonus for the sale of Compass -  8 

Special bonus for restructuring and establishment of GMG 28 - 

Total cash flow for financing development pipeline(4) 150 141 

Linkage differentials and exchange rate differentials on financial assets and 

liabilities (net of the effect of tax) 
571 744  

FFO according to Management’s position 1,674 1,709 
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PART FOUR: DESCRIPTION OF THE GROUP’S BUSINESS  IN THE DEVELOPMENT 
REAL ESTATE OPERATIONS (RESIDENTIAL SALES) – AGGREGATE  

8. Aggregate disclosure with respect to the residential sales segment 

The disclosure with respect to the Company’s development real estate operations is made in accordance with the 

draft amendment to the Securities Regulations (Details of the Prospectus and the Draft Prospectus – Structure 

and Form) (Amendment), 5764-2013, as released by the ISA in February 2016 (the “Prospectus Details 

Regulations” and the "Disclosure Provision", as applicable), which has been adopted by the Company although 

the said amendment has yet to take effect. 

8.1 General 

As specified in Section 1.3.6 above, as part of the Company’s growth strategy to expand into the field of 

residential real estate sales in Israel, on 9 September 2025, following fulfillment of all the conditions precedent, 

the transaction was closed for the acquisition of Z.M.H Hammerman, which engages, inter alia, in the development 

and construction of residential real estate projects for sale in Israel. In view of the aforesaid, commencing from 

the periodic report as of 30 September 2025, the Company’s operations in the residential sales segment is 

described as a reportable operating segment and Z.M.H Hammerman’s financial data are included, as applicable, 

in the Company's consolidated financial statements and in the segment information presented in this report. 

The residential sales sector in Israel is broad and diverse. Many entities operate in this sector, engaging in 

residential development and construction at various scales, ranging from small developers building single 

projects that comprise a small number of apartments, to large companies that simultaneously build several 

projects comprising thousands of apartments and own a large land inventory. 

Operations in this segment include the locating of potential investment opportunities, raising funds and/or 

securing investment partners, the receipt of building permits, and the construction of projects directly and/or 

through third parties. 

8.2 The geographic regions in which the Company operates in the residential 

sales segment 

Z.M.H Hammerman operates in several high-demand areas and in other areas throughout Israel as part of the risk 

diversification strategy.  

8.3 Project types 

Z.M.H Hammerman’s operations in the Residential Sales Segment is carried out on land in which it acquires rights 

(including by way of investment in other companies and joint transactions with third parties) in several typical 

methods: (1) Participation in tenders for the acquisition of leasehold rights from the Israel Land Authority (“ILA”), 

including by way of signing a development agreement (under which the ILA and the Ministry of Construction and 

Housing allocate the land to the buyer for the period specified in the development agreement, and the buyer 

undertakes to construct buildings on the land under the terms and timetables set forth in the agreement);20 (2) 

 

20 As part of the development agreement, ILA undertakes that, subject to the purchaser’s compliance with the terms and conditions of 

the agreement, ILA will lease the land to the purchaser pursuant to a lease agreement to be signed between the parties, for the period 

stipulated in the lease agreement and for the consideration specified therein (in most cases, capitalized lease payments). The 

development agreement also sets forth undertakings to meet the deadlines and the method of completion of construction on the land 

(and the interim stages therein). 

Generally, ZMH Hammerman does not engage in lease agreements itself, but rather directs the purchasers of the units in the projects 

it constructs on such land ,to engage directly in lease agreements with the ILA, each tenant with respect to the specific unit acquired 

by him. 
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Acquisition of land rights or purchase of shares of a corporation holding rights in land in consideration for cash; 

(3) Acquisition of land rights through combination agreements; (4) Participation in tenders for residential projects 

under government programs such as Buyer’s House Program (“Mechir Lamishtaken”), Target Price ("Mechir 

Matara"), and Reduced Price Housing ("Diyur BeMechir Mufchat"), in accordance with Z.M.H Hammerman’s 

strategy; (5) Acquisition of land rights within the framework of "urban renewal" projects – redevelopment sites or 

NOP 38/2.21 The construction of redevelopment projects is regulated, inter alia, by laws as detailed in Section 26 

of this chapter, including the Redevelopment Law (Encouragement of Redevelopment Projects), 5766-2006 (the 

“Redevelopment Law”). This set of laws, led by the Redevelopment Law, was enacted to encourage urban renewal, 

inter alia, by providing a set of tools for addressing recalcitrant tenants (namely, by allowing the institution of 

legal proceedings against tenants who unreasonably refuse to participate in a redevelopment transaction). Under 

this Law, in general, the required consent rate of the existing apartment owners (as of 1 January 2022) is two-

thirds of all of the apartments. Similarly, NOP 38/2 projects are, as of the date of the report, subject inter alia to 

the provisions of such outline plan, which sets out the arrangements for obtaining building rights in cases of a 

building's demolition and reconstruction.22 It is noted that, as part of the Arrangements Law for the years 2023-

2024,23 an amendment was approved for the reduction of the consent rate required from the existing apartment 

owners in such projects to the rate applicable to redevelopment projects (namely, a reduction from 80% to two-

thirds of all of the existing apartments in the project). 

8.4 The nature of engagements with construction contractors 

Following the completion of the engagement for the acquisition of the land rights and the receipt of the permits 

required by law for the construction of the project, Z.M.H Hammerman carries out the project construction work 

either independently or through third parties. 

8.5 Types of uses of the inventory sold 

Z.M.H Hammerman, under full ownership or together with partners, holds 12 residential projects, 11 mixed-use 

projects designated for retail, office and residential uses, which are presented as business inventory in the 

company's financial statements. The company is also involved in the advancement and planning of 28 conditional 

urban renewal projects, and is under preliminary negotiations regarding additional projects in this segment. 

8.6 Project financing policy 

For a project's development, Z.M.H Hammerman customarily engages with a financing bank, through which the 

project financing is obtained. The terms and conditions of the financing agreements vary according to the nature 

of the project. The bank financing agreements include the funding required by the developer for the acquisition 

 
21 In transactions of this type, the developer engages with the owners of the residential units in an existing building, and typically works 

vis-à-vis the planning authorities to add building rights for the land. If such rights are granted, the existing structure is demolished and 

replaced by a new building constructed by the developer. The residential units in the new building are allocated between the original 

land owners (i.e., the owners of the residential units) and the developer, in accordance with a pre-agreed ratio. As a rule, the 

commencement of reconstruction projects is contingent on preliminary proceedings (including planning proceedings) that have unique 

characteristics and, in some cases, may be lengthy (including materially) including, inter alia: (a) The approval of a new zoning plan 

(where no valid zoning plan is in place that permits the execution of the project); (b) Obtaining the consent of all residents to vacate 

the land and their actual evacuation; (c) Application of a tax arrangement to the owners of the residential units. As a rule, the 

developer’s expenses incurred until the fulfillment of such condition precedent and the commencement of construction of the project 

are immaterial relative to the total cost of the project. 
22 In 2019, the National Council for Planning and Building within the Planning Administration (the “Council”) resolved not to renew the 

validity of NOP 38 and, as part of its resolution, the Council recommended that the Government of Israel act to advance legislative 

amendments that would, inter alia, serve as a basis for NOP 38 alternatives. Pursuant to the Council’s recommendation, in 2022 the 

Knesset plenum approved an amendment to the Planning and Building Law, 5725-1965, the purpose of which is to replace NOP 38, 

subject to the amendment of specific regulations. The purpose of the amendment is, inter alia, to promote the demolition and 

reconstruction of individual buildings (without the need for densification or additions), remove height restrictions, and require the 

allocation of space for public needs. In this context, it is noted that as of the report date, the Council approved the extension of NOP 

38 with respect to planning sites that met the conditions set out in the National Council’s resolutions, until May 2026 or until the date 

of approval of the replacement plan (whichever is earlier). 
23  The Economic Plan Law (Legislative Amendments for the Implementation of the Economic Policy for Budget Years 2023 and 2024), 

5783-2023. 
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of the land rights and for the construction of the project, as well as the framework for sale guarantees for the 

purchasers of residential units in the project, and, in projects involving combination transactions or urban 

renewal, guarantees in favor of the landowners. These agreements are contingent on the provision of equity by 

the developer or anyone on its behalf. The equity percentage may vary from one project to another, depending 

on the bank’s assessment of the project’s inherent risk and the financial strength of the developer. The equity 

percentage generally ranges between 10% and 25% of the total financing required for the project. Such equity 

may be provided by way of a deposit and/or bank guarantee or by way of ongoing funding. Bank financing is 

provided in practice proportionately to the equity financing. 

The project surpluses are typically released to Z.M.H Hammerman by the financing bank subject to the completion 

of construction and the sale of the residential units. 

As part of the shareholders’ agreement between the Company and the other shareholders of Z.M.H Hammerman, 

an arrangement was established regarding the financing of Z.M.H Hammerman pursuant to which, inter alia, the 

Company undertook to provide Z.M.H Hammerman with the financing required for its operations following the 

closing of the Merger Transaction, including the financing of specific activities and projects of Z.M.H Hammerman. 

8.7 Project marketing 

Generally, Z.M.H Hammerman starts the sale of residential units in a project several months before 

commencement of construction, aiming to complete the marketing of the project before the end of construction. 

The payment terms are generally determined according to standard practice in the industry prevailing at such 

time. In recent years, in most of the projects marketed by Z.M.H Hammerman, Z.M.H Hammerman would offer its 

customers greater flexibility in payment terms, such as “contractor loans”24 and “20/80” offers25, etc., which 

effectively provide purchasers with an economic benefit in the apartment price, in accordance with market trends 

in this regard. Under “contractor loan” transactions, the bank providing the loan performs underwriting on the 

buyer to ensure that he meets all of his undertakings upon the provision of the loan. Under current market 

conditions, the company does not foresee material exposure as a result of the payment-term flexibility granted 

to its customers as aforesaid. 

On 23 March 2025, the Bank of Israel released directives tightening the conditions for granting “contractor loans” 

and instructed the banks to allocate additional capital in respect of transactions whose payment schedule is not 

linear. Accordingly, ZMH Hammerman limited the sales on a non-linear basis. This restriction led to a decrease in 

the volume of sales in the residential sales segment and in the volume of sales of ZMH Hammerman. 

8.8 Material changes in the core of the business operations over the last three 

years 

No material changes have occurred in the core of Z.M.H Hammerman's business operations over the last three 

years. 

For details on significant changes in the general environment in which the company operated in 2025 and until 

the Report Date, inter alia, due to the level of the inflation, interest rates in the market, and Swords of Iron war, 

and the impact of the aforesaid on its operations, business and results, see Section 3.2 of chapter B of this Report 

and Section 6 above. 

  

 
24  “Contractor loan” is a general term for a benefit granted by a project developer to an apartment purchaser, under which the developer 

pays the interest payments payable on a loan taken by the purchaser (a bullet loan under which the purchaser makes no monthly 

repayments), where in most cases, the purchaser undertakes to the lender to repay the loan's principal upon handover of the apartment 

and, in its place, typically takes a standard mortgage loan. 
25 “20/80 offers” (or, as applicable, “90/10” etc.) are sales offers under which the customer pays 20% of the apartment price upon the 

signing of the sale agreement with the developer, and the remaining balance (in this example, 80%) only upon handover of the 

apartment. This differs from the ‘standard’ arrangement, under which payment is made in accordance with the progress of construction. 

In certain cases, the outstanding balance is not linked to the Construction Input Index or any other index.  
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8.9 Legislative changes with a unique impact on the residential sales segment 

The operations of Z.M.H Hammerman in the Residential Sales Segment are subject, inter alia, to land law, planning 

and building law and tax law in Israel. These laws impose various regulatory and statutory requirements on Z.M.H 

Hammerman. For details, see Sections 26 below. 

8.10 Unique tax implications in the development segment 

For details, see Note 25 to the financial statements. 

8.11 Summary of the results in the residential sales segment 

Below is a summary of the business results of the residential sales in Israel segment: 

Summary of the business results of the residential sales in Israel segment 

 For the three months ended 

 31 December 2025 

Operating segment revenues (consolidated) 79  

Operating segment revenues  

Operating segment profit (consolidated) 12 

Operating segment profits (corporation's share) 12 

Total assets of the operating segment in the balance 
sheet (consolidated) 

1,549 

Gross profit rate 16%  

The figures are in NIS in millions 
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Aggregate data on the projects of Z.M.H Hammerman26  

8.12 Breakdown of the residential sales operations 

8.12.1 Projects completed – not applicable to the Report Period 

8.12.2 Projects whose construction has been completed and whose sale is yet to be 

completed as of 31 December 2025:27 

8.12.2.1 Inventory balance on the books for projects whose construction has ended and 

whose sale is yet to be completed (in terms of cost) 

Number of months that elapsed 

since construction has ended 

2025 financial figures 

NIS in millions 

0-6 -- 

7-12 11 

13-18 -- 

19-24 -- 

More than 24 months 4 

Total 15 

 

  

 
26  The data included in the tables in this section (aggregate figures) regarding the number of requested/planned apartments, revenues 

that will be recognized, advance payments expected to be received and expected gross profit (as the case may be) constitute forward-

looking information as defined in the Securities Law, which is based on the assessments of Z.M.H Hammerman's management which 

are based on forecasts and work plans of Z.M.H Hammerman and its acquaintance with the housing market in Israel in general, and in 

the project areas in particular, and is also based on Z.M.H Hammerman's estimates regarding the duration of the processes of planning, 

approval, marketing and construction of the projects (as the case may be), construction costs of the projects and the prices of sale of 

the apartments therein. These estimates may not materialize, in whole or in part, or may materialize in a manner other than as expected, 

including substantially so, as a result (as the case may be) of changes in the work plans of Z.M.H Hammerman in relation to any of the 

projects, changes in the prices of the apartments in the vicinity of any of the projects or in the market as a whole, prolongation of 

planning, marketing and construction processes, decisions of planning or regulatory bodies, changes in planning policy, statutory 

changes, the economic condition of the market (including tax policy changes and decrease in demands), changes in the construction 

input costs, changes in the security (including war) and political situation in Israel and the implications and/or materialization of all or 

part of the risk factors specified in Section 31 below. 
27 These figures refer to buildings whose construction has ended but whose sale is yet to be completed. 
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8.12.2.2 Aging of the apartment inventory in projects whose construction has ended and 

whose sale is yet to be completed (in terms of number of apartments) 

Number of months that elapsed since construction has ended Apartment inventory number as of 31 

December 2025 

0-6  -- 

7-12 13 

13-18  -- 

19-24  -- 

More than 24 months 5 

Total 18 

Expected gross profit 5 

Number of binding sale contracts signed since the end of the 

reporting period until on or about the Report Release Date 

(regarding projects whose construction has ended and whose 

sale is yet to be completed as of the end of the reporting year) 

3 

8.12.3 Data of projects under construction as of 31 December 2025:28 

Item 2025 financial figures 

NIS in millions 

Total number of apartments in projects under construction 1,746 

Inventory balance on the books for projects under construction (in terms of 

cost) 
869 

Expected gross profit including from projects under construction (company's 

share) 
255 

Number of binding sale contracts signed in the current period (this year) in 

relation to projects under construction  
242 

Number of apartments in respect of which binding sale agreements are yet 

to be signed in projects under construction  
727 

Number of binding sale contracts signed from the end of the reporting 

period until on or about the Report Date (regarding projects under 

construction)  

64 

 

  

 
28 Without figures referring to combination transactions of apartments in kind. 
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8.12.4 Pipeline of revenues and advance payments due to binding sale contracts due to 

projects under construction as of 31 December 2025:29 

Item Revenues that will be recognized due to 

binding sale contracts (NIS in millions) 

Advance payments 

and payments 

expected to be 

received due to 

binding sale contracts 

(NIS in millions) 

Y2026 

Q1 82 77 

Q2 62 26 

Q3 62 13 

Q4 62 194 

Y2027 237 429 

Y2028 87 124 

Y2029  114 50 

Total 706 913 

 

 
29  Including due to projects whose construction has ended and whose sale or handover is yet to be completed, projects under planning 

and due to projects, the accounting treatment of which is according to the equity method. The revenues data are presented according 

to contractual figures in the sale agreements, without taking a significant financing component into account. 
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8.12.5 Data with respect to non-highly material projects:30 

8.12.5.1 Data on projects under construction as of 31 December 2025 – general data on the projects (NIS in millions):31 

 

Name 
Locatio

n 

Land 

Acquisiti

on Date 

Const

-

ructio

n 

Com

m-

ence-

ment 

Date 

Estimated 

Constructi

on 

Completio

n Date 

Corporatio

n's 

Effective 

Share in 

the Project 

(%) 

Tot

al 

apts

. 

Total 

ave. sqm 

per 

apartme

nt 

Financial 

rate of 

completi

on as of 

31.12.20

25 (%) 

Total apartments (in the 

aggregate) for which 

binding sale agreements 

have been signed Total 

unsold 

apartmen

ts as of 

31.12.20

25 

Total 

expected 

revenues 

not yet 

recogniz

ed 

Total 

expected 

costs not 

yet 

recogniz

ed 

Rate of 

equity 

invested 

in the 

project(%

)32 

Total 

expected 

gross 

profit 

not yet 

recogniz

ed 

Total 

expect

ed 

gross 

profit 

rate 

(%) 

Expected 

retained 

earnings 

at 

completi

on, 

including 

equity 

invested 

in the 

project 

Clos

e to 

the 

repo

rt 

date 

As of 

31.12.20

25 

As of 

31.12.2

04 

Weizma

nn 

Pinkas33  

Tel Aviv 

Jaffa 
2020  2022  2026  50  32 102 96%  2 28 26 4 18 17 20%  1 6%  26 

 
30 The data included in the tables in this Section 1.1.1[sic] regarding the expected date of commencement and conclusion of construction work (or submission of a building permit application), number of 

requested/planned apartments, estimate of costs yet to be invested, expected revenues, expected costs, expected gross profit and expected surplus at the end of the project (as the case may be), constitute 

forward-looking information as defined in the Securities Law, which is based on the assessments of Z.M.H Hammerman's management which are based on forecasts and work plans of Z.M.H Hammerman 

and its acquaintance with the housing market in Israel in general, and in the project areas in particular, and is also based on Z.M.H Hammerman's estimates regarding the duration of the processes of 

planning, approval, marketing and construction of the projects (as the case may be), construction costs of the projects and the prices of sale of the apartments therein (all, including on the basis of signed 

agreements with buyers and/or vendors). These estimates may not materialize, in whole or in part, or may materialize in a manner other than as expected, including substantially so, as a result (inter alia 

and as the case may be) of changes in the company's work plans in relation to any of the projects, changes in the prices of the apartments in the vicinity of any of the projects or in the market as a whole, 

prolongation of planning, marketing and construction processes, the economic condition of the market (including financing difficulties, toughening of the mortgage policy, changes in the tax policy and 

decrease in demands), changes in the construction input costs, decisions of planning or regulatory bodies with respect to land, changes in planning policy, statutory changes, changes in the security 

(including war) and political situation in Israel and the implications and/or materialization of all or part of the risk factors specified in Section 31 below. 
31  The revenues, gross profit and surplus figures in Sections 8.12.5.1 and 8.12.5.2 are presented according to the total revenues in the project, without taking into account a significant financing component. 
32 The rate is calculated out of the total project costs, net of the equity released. 
33  An urban renewal project owned by Rosio Group Weizmann Pinkas Tel Aviv Site Ltd., which is accounted for using the equity method; therefore, the inventory for the project is not included in the 
inventory item in the Company's financial statements. The information presented does not include combination transactions with original tenants. The "Land acquisition date" in this item refers to the 
date of acquisition of the rights by the said company. 
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Name 
Locatio

n 

Land 

Acquisiti

on Date 

Const

-

ructio

n 

Com

m-

ence-

ment 

Date 

Estimated 

Constructi

on 

Completio

n Date 

Corporatio

n's 

Effective 

Share in 

the Project 

(%) 

Tot

al 

apts

. 

Total 

ave. sqm 

per 

apartme

nt 

Financial 

rate of 

completi

on as of 

31.12.20

25 (%) 

Total apartments (in the 

aggregate) for which 

binding sale agreements 

have been signed Total 

unsold 

apartmen

ts as of 

31.12.20

25 

Total 

expected 

revenues 

not yet 

recogniz

ed 

Total 

expected 

costs not 

yet 

recogniz

ed 

Rate of 

equity 

invested 

in the 

project(%

)32 

Total 

expected 

gross 

profit 

not yet 

recogniz

ed 

Total 

expect

ed 

gross 

profit 

rate 

(%) 

Expected 

retained 

earnings 

at 

completi

on, 

including 

equity 

invested 

in the 

project 

Clos

e to 

the 

repo

rt 

date 

As of 

31.12.20

25 

As of 

31.12.2

04 

The New 

Krinitzi34 

Ramat 

Gan 
2017 2024  2027  33.3 56 139 39%  1 34  28 22 77 59  --  18 18% 27 

HaAgam
35 

Ramat 

Gan 
2020  2021 2025  50%  125 122 96%  2 117 115 8 42 22 --  20  48%  48  

Achziv 

Phase D 

Nahariy

a 
10/2014 2025  2027  50%  76 112 53%  --  52 36 24 60  53 7%  7 11% 19 

Former 

Jaffa Tel 

Aviv: 

"Maccab

i Jaffa" 

Tel Aviv 

Jaffa 

2019 2024  2030  33.33%  628  82 10%36  56 337 147 291 453 393 13% 60  13% 93 

Neve 

Gan, 

Lots 

28,30 

Ramat 

Hashar

on 
2021 2023  2027  50%  299  100 68%  (1) 264  259 35 347 303  11% 44  13%  160 

 
34 The information presented does not include construction services to the landowners. 
35  An urban renewal project owned by Ramat Hashikma Redevelopment Company Ltd., which is accounted for using the equity method; therefore, the inventory for the project is not included in the 
inventory item in the Company's financial statements. The information presented does not include combination transactions with original tenants. The "Land acquisition date" in this item refers to the 
date of acquisition of the rights by the said company. 
36 The execution rate is a weighted rate for all the phases.   
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Name 
Locatio

n 

Land 

Acquisiti

on Date 

Const

-

ructio

n 

Com

m-

ence-

ment 

Date 

Estimated 

Constructi

on 

Completio

n Date 

Corporatio

n's 

Effective 

Share in 

the Project 

(%) 

Tot

al 

apts

. 

Total 

ave. sqm 

per 

apartme

nt 

Financial 

rate of 

completi

on as of 

31.12.20

25 (%) 

Total apartments (in the 

aggregate) for which 

binding sale agreements 

have been signed Total 

unsold 

apartmen

ts as of 

31.12.20

25 

Total 

expected 

revenues 

not yet 

recogniz

ed 

Total 

expected 

costs not 

yet 

recogniz

ed 

Rate of 

equity 

invested 

in the 

project(%

)32 

Total 

expected 

gross 

profit 

not yet 

recogniz

ed 

Total 

expect

ed 

gross 

profit 

rate 

(%) 

Expected 

retained 

earnings 

at 

completi

on, 

including 

equity 

invested 

in the 

project 

Clos

e to 

the 

repo

rt 

date 

As of 

31.12.20

25 

As of 

31.12.2

04 

Neve 

Gan, Lot 

27 

Ramat 

Hashar

on 

2021 2024  2028  25%  170 100 28%  1 127 124 43 177 159 18% 18 10%  48  

Mitzpe 

Rina 

Lod 
2022  2024  2031 100%  360  114 13% 3 60  42 300  828  726 16% 102 12% 168 
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8.12.5.2 Data on projects under construction as of the last day of the report year  – data on project revenues, costs and prices (NIS in 

millions): 

 
37  An urban renewal project owned by Rosio Group Weizmann Pinkas Tel Aviv Site Ltd., which is accounted for using the equity method; therefore, the inventory for the project is not included in the 
inventory item in the Company's financial statements. The information presented does not include combination transactions with original tenants. The "Land acquisition date" in this item refers to the 
date of acquisition of the rights by the said company. 
38 The information presented does not include construction services to the landowners. 

Name 
Actual costs of investment in the project until 

31.12.202 

Balance of 

expected 

costs not 

yet 

invested 

as of 

31.12.202

5 

Average sale price per sqm in 

contracts signed in the project (for 

each period), excluding VAT 

Revenues from signed 

contracts as of the last day of 

the report year 

Inventory for which binding sale 

contracts have not yet been 

signed as of 31.12.025[sic] 

Unreco

gnized  

revenu

es (a) 

+ (b) + 

(c) 

Total 

unrecog

nized 

gross 

profit 

Total 

expected 

gross 

profit 

rate 

 

Land 

Levies 

Developme

nt 

Construc

tion 

Financ

ing 

costs 

capital

ized to 

the 

projec

t 

Other

s 

From 

1.1.2026 

until 

close to 

the 

report 

date 

In the 

year 

ended 

31.12.20

25 

In the year 

ended 

31.12.202

4 

Revenues 

recognized 

Unrecognized 

contract 

revenues 

Book 

cost of 

unrecog

nized 

inventor

y 

Expected 

revenues 

from 

unrecog

nized 

inventor

y (c) 

Averag

e price 

per 

sqm 

for 

calcula

tion of 

expect

ed 

unreco

gnized 

revenu

es 

from 

invent

ory 

Total 

unreco

gnized  

revenu

es (a) 

+ (b) + 

(c)  

Advan

ces 

receiv

ed (a) 

Balan

ce of 

contr

act 

recei

vable

s (b) 

Weizmann 

Pinkas37  
4 40 6 12 9 51,045 52,128 48,305  (68) 54 17 1 15 51,332 18 1 6% 

The New 

Krinitzi38 
29 14 2 21 21 33,148 36,424 39,233 )24 (  19 44 26 38 39,479 77 18 23% 
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39  An urban renewal project owned by Ramat Hashikma Redevelopment Company Ltd., which is accounted for using the equity method; therefore, the inventory for the project is not included in the 
inventory item in the Company's financial statements. The information presented does not include combination transactions with original tenants. The "Land acquisition date" in this item refers to the 
date of acquisition of the rights by the said company. 

Name 
Actual costs of investment in the project until 

31.12.202 

Balance of 

expected 

costs not 

yet 

invested 

as of 

31.12.202

5 

Average sale price per sqm in 

contracts signed in the project (for 

each period), excluding VAT 

Revenues from signed 

contracts as of the last day of 

the report year 

Inventory for which binding sale 

contracts have not yet been 

signed as of 31.12.025[sic] 

Unreco

gnized  

revenu

es (a) 

+ (b) + 

(c) 

Total 

unrecog

nized 

gross 

profit 

Total 

expected 

gross 

profit 

rate 

 

Land 

Levies 

Developme

nt 

Construc

tion 

Financ

ing 

costs 

capital

ized to 

the 

projec

t 

Other

s 

From 

1.1.2026 

until 

close to 

the 

report 

date 

In the 

year 

ended 

31.12.20

25 

In the year 

ended 

31.12.202

4 

Revenues 

recognized 

Unrecognized 

contract 

revenues 

Book 

cost of 

unrecog

nized 

inventor

y 

Expected 

revenues 

from 

unrecog

nized 

inventor

y (c) 

Averag

e price 

per 

sqm 

for 

calcula

tion of 

expect

ed 

unreco

gnized 

revenu

es 

from 

invent

ory 

Total 

unreco

gnized  

revenu

es (a) 

+ (b) + 

(c)  

Advan

ces 

receiv

ed (a) 

Balan

ce of 

contr

act 

recei

vable

s (b) 

HaAgam39 28 93 9 33 22 29,870 34,788 51,854  (209) 187 38 1 25 37,445 42 20 48% 

Achziv Phase 

D 
19 25 1 8 23 -- 20,233 15,740  (28) 11 47 11 30 20,067 60 7 11% 

Former Jaffa 

Tel Aviv: 

"Maccabi 

Jaffa" 

106 30 37 35 215 16,933 16,933 25,084  (35) 50 134 141 304 36,657 453 60 13% 
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Name 
Actual costs of investment in the project until 

31.12.202 

Balance of 

expected 

costs not 

yet 

invested 

as of 

31.12.202

5 

Average sale price per sqm in 

contracts signed in the project (for 

each period), excluding VAT 

Revenues from signed 

contracts as of the last day of 

the report year 

Inventory for which binding sale 

contracts have not yet been 

signed as of 31.12.025[sic] 

Unreco

gnized  

revenu

es (a) 

+ (b) + 

(c) 

Total 

unrecog

nized 

gross 

profit 

Total 

expected 

gross 

profit 

rate 

 

Land 

Levies 

Developme

nt 

Construc

tion 

Financ

ing 

costs 

capital

ized to 

the 

projec

t 

Other

s 

From 

1.1.2026 

until 

close to 

the 

report 

date 

In the 

year 

ended 

31.12.20

25 

In the year 

ended 

31.12.202

4 

Revenues 

recognized 

Unrecognized 

contract 

revenues 

Book 

cost of 

unrecog

nized 

inventor

y 

Expected 

revenues 

from 

unrecog

nized 

inventor

y (c) 

Averag

e price 

per 

sqm 

for 

calcula

tion of 

expect

ed 

unreco

gnized 

revenu

es 

from 

invent

ory 

Total 

unreco

gnized  

revenu

es (a) 

+ (b) + 

(c)  

Advan

ces 

receiv

ed (a) 

Balan

ce of 

contr

act 

recei

vable

s (b) 

Neve Gan, 

Lots 28,30 
300 121 27 37 97 -- 46,559 49,300  (357) 202 400 143 102 49,895 347 44 13% 

Neve Gan, 

Lots 27 
101 16 16 4 51 49,508 46,319 51,920  (34) 57 94 56 60 54,596 177 18 10% 

Mitzpe Rina 

Lod 
271 35 51  (24 ) 430 20,056 20,667 19,496  (24 ) 27 105 655 719 20,830 827 102 12% 
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8.12.5.3 Data on projects whose construction has been completed and whose sale or handover have not yet been completed as of 31 

December 2025 – general data on projects (NIS in millions) 

8.12.5.4 Data on projects whose construction has been completed and whose sale or handover have not yet been completed as of 31 

December 2025 – further information about expected revenue balance: 

8.12.5.5 Data on projects under planning – general information about the projects (NIS in millions): 

Name 
Project 

location 

Land 

acquisition 

date 

Current 

book 

value 

Date of scheduled 

commencement of 

project construction 

Date of estimated 

completion of 

project construction 

Has bank/project 

financing been 

obtained? 

The corporation's 

effective share in the 

project (%) 

Apartments in 

the project 
   

Current planning status Planned planning status 

Apartments  

Average sqm 

per 

apartment 

Apartments 

Average sqm 

per 

apartment 

Nahariya a Nahariya 2023 39 2026 2031 Land financing 50% 170 109 170 109 

Ramat 

Hasharon 

Lot 29 

Ramat 

Hasharon 

2021 97 2026 2029 Land financing 50% 79 101 79 101 

Savoraim 2-

4 

Tel Aviv 2023 2 2026 2023 -- 50% 60 82 60 82 
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8.12.5.6 Data on projects under planning – information about project revenues, costs and prices (NIS in millions): 

 

  

Name 
Costs actually invested in the 

project until 31.12.2025 

Total outstanding 

expected costs not 

yet invested as of 

31.12.2025 

Average sale price per 

sqm under contracts 

signed in the project (in 

each period), excluding 

VAT 

Of contracts signed (insofar as binding 

sale contracts have been signed), close 

to the report date 

Inventory for which binding sale 

contracts have not yet been signed as 

of 31.12.2025 

Unrecognized 

revenues (a) + 

(b) + (c) 

Total 

unrecogni

zed gross 

profit 

Total 

expected 

gross 

profit rate 

 

Land 

Levie

s 

Deve

lopm

ent 

Financing 

costs 

capitalized 

to the 

project 

Planni

ng and 

other 

For the year ended 

31.12.2025 

Number of 

early 

contracts 

signed 

Unrecognized revenues 

from contracts 
Expected 

revenues 

from 

unrecognize

d inventory 

(c) 

Average price per 

sqm used to 

calculate the 

expected revenues 

from the 

unrecognized 

inventory  

Total 

unrecognized 

revenues (a) + 

(b) + (c) Advances 

received 

(a) 

Outstandin

g 

contractual 

receivables 

(b) 

Nahariya 

a 

34 4 7 126 19,237 37  -- 35 160 19,882 195 24 12% 

Ramat 

Hasharon 

Lot 29 

80 18  -- 67  --  --  --  -- 192 50,627 192 27 14% 

Savoraim 

2-4 

 --  -- 6 105 51,580 12  -- 19 111 57,076 130 19 15% 
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8.12.6 Land reserves 

8.12.6.1 General information about land reserves as of 31 December 2025 (NIS in millions): 

Name Town Acquisition 

date 

Costs associated with the land reserves, as of 31 December 2025  The 

corporation's 

effective 

share (%) 

Area Building rights 

Original 

cost 

Financing 

costs 

capitalized 

to land 

Planning 

and 

other 

costs 

Aggregate 

impairments 

recorded 

Present 

cost on the 

books as of 

31.12.2025 

(NIS in 

millions) 

Current planning status Requested/planned planning status 

Apartments/other 

designation 

Average sqm per 

apartment/other 

designation 

Apartments/other 

designation 

Average sqm 

per 

apartment/other 

designation 

Status of 

planning 

proceedings 

Neve 

Tzedek 

II 

Tel Aviv -2008

0172  
16 13 1 -- 

30 37.5% 1.4 

dunam 

-- -- -- -- -- 

Efron Hod 

Hasharon 

2018 57 14 11 -- 
82 26.66% 146.5 

dunam 

-- -- 175 apartments, 

100 senior home 

apts. and ~700 

sqm of retail 

(Company's 

share-rights in 

ownership 

common) 

-- Zoning plan 

deposited – in 

objection 

stage 

Carmiel 

senior 

home 

Carmiel 2022 16 3 1 -- 
20 50% 23 dunam 300 senior home 

apartments 

60 666 apartments 

and ~5,560 sqm 

of retail space 

and offices 

 82 Recommended 

by the local 

committee for 

deposit in the 

district 

committee 

Korazin40 Givatayim 2018 18 6 11 -- 35 50% 8.1 dunam 

(after 

parcellation 

3.6 dunam) 

46 apartments + 

32,200 sqm of 

offices + 300 

parking spaces 

N/A ~138 apartments, 

half of which for 

perpetual rental 

and ~33,027 sqm 

of retail and 

office space41 

45 sqm per 

apartment 

The Company 

was granted 

leave to 

appeal in 

respect of the 

zoning plan, 

and we are 

awaiting the 

decision. 

Herzliya 

Kiryat 

Maslul 

Herzliya 2025 -- -- -- -- -- 100% 2.6 dunam 118 apts.+608 sqm 

retail 

102 118 apts.+608 

sqm retail 

102 Zoning plan 

approved. 

Awaiting 

 
40 A project owned by Even Hashoham Group Ltd., which is accounted for using the equity method; therefore, the inventory for the project is not included in the inventory item in the Company's financial 

statements. In 2019, Even Hashoham sold 70% of the rights in the offices, retail space and the car park to a third party unaffiliated with the Company. 
41  The rights presented are conditioned on consolidation with the adjacent lot and are based on the Company's estimate that after consolidation, should it take place, the Company will have approx. 2/3 

of the consolidated lot. 

file:///C:/Users/boriso/AppData/Local/Microsoft/Windows/INetCache/Content.MSO/6544A697.xlsx%23RANGE!B10
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Name Town Acquisition 

date 

Costs associated with the land reserves, as of 31 December 2025  The 

corporation's 

effective 

share (%) 

Area Building rights 

Original 

cost 

Financing 

costs 

capitalized 

to land 

Planning 

and 

other 

costs 

Aggregate 

impairments 

recorded 

Present 

cost on the 

books as of 

31.12.2025 

(NIS in 

millions) 

Current planning status Requested/planned planning status 

Apartments/other 

designation 

Average sqm per 

apartment/other 

designation 

Apartments/other 

designation 

Average sqm 

per 

apartment/other 

designation 

Status of 

planning 

proceedings 

approval of 

design plan – 

the city's 

responsibility 

– and 

evacuation of 

the airport 

  

file:///C:/Users/boriso/AppData/Local/Microsoft/Windows/INetCache/Content.MSO/6544A697.xlsx%23RANGE!B10
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8.12.6.2 General information about land reserves for urban renewal42 as of 31 December 2025 (NIS in millions): 

Name Town Project type Acquisiti

on date43 

The 

corporatio

n's 

effective 

rate 

Origin

al cost 

Financin

g costs 

capitaliz

ed to 

land 

Planni

ng and 

other 

costs 

Aggregat

e 

impairme

nt 

recorded 

Current 

cost on 

the 

books as 

of 

31.12.20

25 (NIS in 

millions) 

Are

a 

As of 

31.12.20

25, do the 

tenants 

have a 

right to 

cancel? 

Existing 

number 

of 

apartme

nts 

Building 

rights, current 

planning 

status 

apartments/ot

her 

designation 

Average sqm 

per 

apartment/ot

her 

designation 

Rate of 

apartment

s for 

which a 

binding 

engageme

nt has 

been 

made, out 

of the 

total 

existing 

apartment

s, as of 

31.12.202

5 

Estimated 

date of 

completio

n of 

engageme

nt with all 

existing 

apartment 

owners 

Status of 

planning 

proceedin

gs 

Heil 

Hayam 

Haifa Redevelopm

ent 

2022 50 -- 1 10 -- 11 ~10 

duna

m 

No 119  467 

apartments, of 

which 348 for 

marketing and 

1,056 sqm of 

retail 

110 100% N/A Zoning plan 

approved. 

The 

Company is 

working to 

have a 

building 

permit 

issued. An 

excavation 

and shoring 

permit has 

been 

obtained. 

Katzenels

on 

Netany

a 

Redevelopm

ent 

2023 100 -- -- 4 -- 4 ~3 

duna

m 

No 48  192 

apartments, of 

which 144 for 

marketing and 

472 sqm of 

retail 

109 97.9% 2027 

 

Zoning plan 

approved. 

The 

Company is 

working to 

have a 

building 

permit 

issued. 

 
42  The table presents urban renewal projects which have a valid zoning plan and the required majority of signatures by current tenants (at least 67%). In the case of NOP 38/2 projects, only the required 
majority is needed to promote a building permit, with no need for rezoning. 
43 The date on which an approved zoning plan exists and the required majority has been obtained, whichever is later. 
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Name Town Project type Acquisiti

on date43 

The 

corporatio

n's 

effective 

rate 

Origin

al cost 

Financin

g costs 

capitaliz

ed to 

land 

Planni

ng and 

other 

costs 

Aggregat

e 

impairme

nt 

recorded 

Current 

cost on 

the 

books as 

of 

31.12.20

25 (NIS in 

millions) 

Are

a 

As of 

31.12.20

25, do the 

tenants 

have a 

right to 

cancel? 

Existing 

number 

of 

apartme

nts 

Building 

rights, current 

planning 

status 

apartments/ot

her 

designation 

Average sqm 

per 

apartment/ot

her 

designation 

Rate of 

apartment

s for 

which a 

binding 

engageme

nt has 

been 

made, out 

of the 

total 

existing 

apartment

s, as of 

31.12.202

5 

Estimated 

date of 

completio

n of 

engageme

nt with all 

existing 

apartment 

owners 

Status of 

planning 

proceedin

gs 

2 and 4 

Savoraim
44 

Tel 

Aviv 

NOP 38/2 2023 50 -- -- 3 -- 3 ~ 3 

duna

m 

No 48 108 

apartments, of 

which 60 for 

marketing 

78 100% N/A The project 

is after a 

committee 

decision for 

a 

conditional 

building 

permit 

Netiv 

Chen 

Haifa Redevelopm

ent 

2023 100 -- -- 5 -- 5 ~2 

duna

m 

No 32  155 

apartments, of 

which 123 for 

marketing 

108 
100% 

N/A Zoning plan 

approved. 

The 

Company is 

working to 

have a 

building 

permit 

issued. 

It is clarified that the information in the land reserves table above regarding the planned status (planned number of apartments; average sqm per apartment) and 

the estimated date of completion of the engagement with all apartment owners, constitutes forward-looking information within the meaning thereof in the 

Securities Law, as it is based, inter alia, on various assumptions, including whether the plans submitted and/or to be submitted by ZMH Hammerman will be 

approved and validated, with no significant change to the number of apartments that will be available for construction on the land, etc. It is clarified that if a 

material change occurs in the above factors and/or any of the risk factors applicable to the business of the Company and ZMH Hammerman materializes, there 

would be a potential change (including a material change) in the number of apartments and even in the decision of the Company and ZMH Hammerman to build 

the project in the manner and format it had foreseen.  

 
44 The Company intends to build 2 Savoraim and 4 Savoraim as a single project. The Company obtained the required majority at 4 Savoraim in 2024. All the data are presented in the aggregate for 2 
Savoraim and 4 Savoraim. 
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8.12.6.3 General information about conditioned urban renewal projects45 as of 31 December 2025: 

 
45 This table presents urban renewal projects in which ZMH Hammerman has received a notice of award from the tenants' representative body. There is no certainty that such projects will mature and 
actually be built, nor with respect to the timing of their maturity and their profitability, if any. The engagement agreements between ZMH Hammerman (and its partners, where applicable) and the apartment 
owners for the development of such projects contain many conditions precedent, the fulfillment/nonfulfillment (as the case may be) of each one of them (according to the time tables set forth in the 
agreement) may cause the expiration of the agreement or grant a right for termination thereof. Such conditions precedent include, inter alia, a minimal percentage of tenants signing the agreement; zoning 
plan approval; issuance of a building permit for the project by set times; whether ZMH Hammerman is imposed with irregular public tasks in the context of the building permit proceedings for the project; 
lack of economic viability of the project (i.e., where based on examinations carried out by the Company and ZMH Hammerman by the date fixed in the agreement, it decides the project is not viable thereof 
(for example, due to a change in the number of apartments available for construction in the project, public tasks that were not known at the time of signing of the agreement and/or statutory changes 
and/or the amount of taxes/levies/fees it must bear)); non-receipt of bank financing for the project; etc. 
46  This information constitutes forward-looking information, as defined in the Securities Law, which is based on the estimates of the management of the Company and ZMH Hammerman, based on forecasts 
and/or work plans of the Company and ZMH Hammerman. Such estimates may not materialize, in whole or in part, or materialize differently than anticipated, including in a material manner, as a result of 
apartment price changes in a certain area or throughout the market, the economic situation in the market (including financing difficulties, an increase in interest rates, toughening of the mortgage policy, 
a change in the tax policy and a decline in sales due to lower demand), changes in the costs of construction inputs, statutory changes and/or various decisions by the planning authorities, decisions of 
regulators regarding the land (including regarding buildings for conservation and parking requirements) and/or the materialization of all or some of the risk factors specified in Section 31 below. 

No. Project and type  Location Project 

type 

Compa

ny's 

share 

(%) 

No. of 

existing 

apartments 

(for 

evacuation) 

No. of 

approve

d 

apartme

nts 

accordin

g to 

existing 

planning 

status 

No. of 

apartment

s 

according 

to 

requested/

planned 

status, 

including 

owners' 

share 

No. of 

apartments 

according 

to 

requested/

planned 

status, 

excluding 

owners' 

share 

Ratio 

(request

ed) (*) 

Require

d rate of 

consent 

for 

comme

ncemen

t of 

plannin

g 

Rate of 

apartments for 

which a binding 

engagement has 

been made, out of 

total apartments, 

as of 31.12.2025 

Time of 

commencem

ent of 

procurement 

of apartment 

owners' 

signatures 

Estimated 

time of 

completion 

of 

engagement 

with a 

required 

majority of 

existing 

apartment 

owners46 

Land cost 

on the 

books as of 

31.12.2025 

(NIS in 

millions) 

As of 

31.12.2025, do 

the tenants 

have a right to 

cancel? 

Current statutory 

planning status 

1 18-20 Rokach Ramat Gan 
Redevelop

ment 
50 28 N/A 83 55 3.0 60% 85.2% 2020 N/A 2 No 

Zoning plan in 

preparation 

2 104 Site (Hapodim) Ramat Gan 
Redevelop

ment 
50 77 N/A 294 217 3.8 60% 70.9% 2021 N/A - No 

Zoning plan in 

preparation 

3 22 Site – Pnei Hagiva Ramat Gan 
Redevelop

ment 
50 72 N/A 187 115 2.6 60% 52.8% 2023 2026  N/A 

Zoning plan in 

preparation 

4 Shmuel Hanatziv Netanya 
Redevelop

ment 
100 56 N/A 179 123 3.2 60% 81.7% 2022 N/A 9 Yes 

Zoning plan in 

preparation 

5 Jean Georges Holon 
Redevelop

ment 
100 54 N/A 191 137 3.5 60% 74.1% 2022 N/A 13 No 

Zoning plan in effect, 

permit in preparation 

6 Site 10 Ramat Gan 
Redevelop

ment 
50 30 N/A 85 55 2.8 60% 90.0% 2022 N/A 1 No Initial planning 

7 Miselant Tel Aviv 
Redevelop

ment 
100 96 N/A 232 136 2.4 60% 79.7% 2022 N/A 2 No Initial planning 

8 34 site Ramat Gan 
Redevelop

ment 
50 69 N/A 179 110 2.6 60% 75.3% 2023 N/A 1 Yes Initial planning 
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47 A plan approved by the City of Tel Aviv, which enables urban renewal on conditions similar to NPO 38/2. 
48 One of the units has an attached lot of approx. 500 sqm. In addition, in accordance with the requested planning status, in addition to 302 apartments, it will be possible to build on the said area approx. 
23 thousand sqm of offices. 

No. Project and type  Location Project 

type 

Compa

ny's 

share 

(%) 

No. of 

existing 

apartments 

(for 

evacuation) 

No. of 

approve

d 

apartme

nts 

accordin

g to 

existing 

planning 

status 

No. of 

apartment

s 

according 

to 

requested/

planned 

status, 

including 

owners' 

share 

No. of 

apartments 

according 

to 

requested/

planned 

status, 

excluding 

owners' 

share 

Ratio 

(request

ed) (*) 

Require

d rate of 

consent 

for 

comme

ncemen

t of 

plannin

g 

Rate of 

apartments for 

which a binding 

engagement has 

been made, out of 

total apartments, 

as of 31.12.2025 

Time of 

commencem

ent of 

procurement 

of apartment 

owners' 

signatures 

Estimated 

time of 

completion 

of 

engagement 

with a 

required 

majority of 

existing 

apartment 

owners46 

Land cost 

on the 

books as of 

31.12.2025 

(NIS in 

millions) 

As of 

31.12.2025, do 

the tenants 

have a right to 

cancel? 

Current statutory 

planning status 

9 Jabotinsky 
Tirat 

Hacarmel 

Redevelop

ment 
100 96 N/A 578 482 6 60% 69.8% 2022 N/A - No Initial planning 

10 Moshe Sharet Holon 
Redevelop

ment 
50 204 N/A 780 576 3.8 60% 72.5% 2022 N/A 3 No Initial planning 

11  Henrietta Szold site Kiryat Shmona 
Redevelop

ment 
50 83 N/A 750 667 9 60% 44.6% 2023 2026 - N/A Initial planning 

12 174-176 Arlozorov Tel Aviv 
Azrlozorov 

Plan47 
50 32 N/A 65 33 2 80% 71.9% 2023 N/A 2 No 

Zoning plan in effect, 

permit in preparation 

13 182-184 Arlozorov Tel Aviv 
Arlozorov 

Plan 
50 32 N/A 71 39 2.2 80% 75.0% 2024 N/A 4 No 

Zoning plan in effect, 

permit in preparation 

14 Serlin Tel Aviv 
Redevelop

ment 
50 224 N/A 550 326 2.5 60% 67.0% 2023 N/A -- No Initial planning 

15 HaNeviim site 
Ramat 

Hasharon 

Redevelop

ment 
100 96 N/A 276 180 2.9 60% 78.1% 2023 N/A 9 No Initial planning 

16 Yehezkel site Pardes Hanna 
Redevelop

ment 
50 172 N/A 777 605 4.5 60% 25.9% 2024 2027 - N/A Initial planning 

17 Eli Cohen site Kfar Saba 
Redevelop

ment 
50 223 N/A 700 477 3.1 60% 79.4% 2024 N/A 1 No Initial planning 

18 Site 348 Givatayim 
Redevelop

ment 
50 88 N/A 200 112 2.3 60% 75.3% 2025 N/A 1 N/A 

Zoning plan 

deposited post 

objectives 

19 Ben Gurion Ramat Gan 
Redevelop

ment 
50 48 N/A 134 86 2.8 60% 81.3% 2024 N/A -- No Initial planning 

20 HaAmoraim Tel Aviv 
Shakked 

alternative 
100 76 N/A 172 96 2.3 60% 44.7% 2025 2027 - N/A Initial planning 

21 Yehoshafat Ramat Gan 
Redevelop

ment 
50 76 N/A 216 140 2.8 60% 52.6% 2024 2026 - N/A Initial planning 

22 Herzliya Heights Herzliya 
Redevelop

ment 
50 98 N/A 285 187 2.9 60% 69.2% 2025 N/A -- No Initial planning 

23 HaNeurim site Ramat Gan 
Redevelop

ment 
50 45 N/A 117 72 2.6 60% 0.0% 2026 2027 - N/A Initial planning 
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(*) The ratio between the number of apartments requested by ZMH Hammerman for inclusion in the project (including the owners' share) and the 

owners' share according to the engagement agreements with them. 

  

No. Project and type  Location Project 

type 

Compa

ny's 

share 

(%) 

No. of 

existing 

apartments 

(for 

evacuation) 

No. of 

approve

d 

apartme

nts 

accordin

g to 

existing 

planning 

status 

No. of 

apartment

s 

according 

to 

requested/

planned 

status, 

including 

owners' 

share 

No. of 

apartments 

according 

to 

requested/

planned 

status, 

excluding 

owners' 

share 

Ratio 

(request

ed) (*) 

Require

d rate of 

consent 

for 

comme

ncemen

t of 

plannin

g 

Rate of 

apartments for 

which a binding 

engagement has 

been made, out of 

total apartments, 

as of 31.12.2025 

Time of 

commencem

ent of 

procurement 

of apartment 

owners' 

signatures 

Estimated 

time of 

completion 

of 

engagement 

with a 

required 

majority of 

existing 

apartment 

owners46 

Land cost 

on the 

books as of 

31.12.2025 

(NIS in 

millions) 

As of 

31.12.2025, do 

the tenants 

have a right to 

cancel? 

Current statutory 

planning status 

24 Site 35+36 Ramat Gan 
Redevelop

ment 
50 69 N/A 179 110 2.6 60% 44.4% 2024 2027 - N/A Initial planning 

25 HaBroshim Carmiel 
Redevelop

ment 
50 68 N/A 420 352 6.2 60% 64.0% 2025 2026 - N/A Initial planning 

26 Ein Gev Tel Aviv 
Redevelop

ment 
100 54 N/A 141 87 2.6 60% 79.6% 2024 2026 3 No 

Zoning plan in effect, 

permit submitted 

27 Daphna 504 Tel Aviv 
Redevelop

ment 
50 66 N/A 201 135 3.1 60% 95.5% 2023 N/A 4 No 

Zoning plan in effect, 

permit submitted 

28 Sokolov-Hanotrim Herzliya 
Redevelop

ment 
100 68 N/A 239 176 3.8 60% 18.3% 2025 2026 - N/A Initial planning 

 Total  --   -- 2,400  -- 8,281 5,886  --  --  ]-[  --  -- 55  --  -- 
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8.12.7 Further information about non-highly material projects 

8.12.7.1 Following are details about bank or project financing agreements for the projects, and material construction contractors49: 

Name Financial credit 

ceiling (NIS in 

millions) 

Balance for 

use of 

financial credit 

as of the 

balance sheet 

date (NIS in 

millions) 

Information of project financing credit 

(provided where there is project financing) 

Construction contractor 

(provided where the project is under construction) 

Guarantee cap 

(NIS in millions) 

Balance for use 

of guarantees 

as of the 

balance sheet 

date (NIS in 

millions) 

Total credit 

facility (NIS 

in millions) 

Non - 

Recourse 

(yes/no) 

Financial 

credit interest 

rate range 

Linked / 

unlinked 

interest 

Compliance with 

the conditions 

of the financing 

agreement as of 

the balance 

sheet date and 

report release 

date (yes/no) (*) 

The 

corporation 

acts as chief 

contractor 

(yes/no) 

Type of 

engagement with 

chief contractor 

(turnkey/bill of 

quantities/other – 

specify) 

Inspection 

warranty 

covered by 

chief 

contractor? 

(yes/no) 

Consideration 

linkage 

(unlinked / input 

index / other) 

Weizmann 

Pinkas 

 Prime+1.25% Unlinked Yes Yes Turnkey Yes Residential לא 312 6 276 18 36

construction 

input index 

New Krinitzi 30 19 257 133 287 לא Prime+0.8% Unlinked Yes Yes Turnkey Yes Residential 

construction 

input index 

HaAgam -- -- 640 67 640 לא N/A Unlinked Yes Yes Turnkey Yes Residential 

construction 

input index 

Achziv Stage D 

 Prime+0.5%   Unlinked Yes Yes Turnkey Yes Residential לא 61 100 161 10 33

construction 

input index 

Jaffa Tel Aviv 

(formerly: 

Maccabi Jaffa) 

 Prime+0.65% Unlinked Yes Yes Cost+7.5% Yes Residential לא 665 347 505 95 400

construction 

input index 

Neve Gan Lots 

28,30 

 Prime+0.85%  Unlinked Yes Yes Turnkey Yes Residential לא 1,320 870 1,320 25 500

construction 

input index 

Neve Gan Lot 

27 

 Prime+0.85%  Unlinked Yes Yes Turnkey Yes Residential לא 807 561 807 118 325

construction 

input index 

Mitzpe Rina 

 Prime+0.6%  Unlinked Yes Yes Self-performance לא 420 240 275 42 270

cost 

Yes Residential 

construction 

input index 

 
49  The figures are according to 100% - the Company's share: Weizman-Pinkas-50%, New Krinitzi-33.33%, HaAgam-50%, Achziz Stage D-50%, Neve Gan 28,30-50%, Neve Gan 27-25%, Mitzpe Rina-

100%. 
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(*) Generally, in ZMH Hammerman's financing agreements the main terms and conditions ZMH Hammerman is required to meet in order to draw down the credit are as follows: (1) provide equity; (2) 

register mortgages in favor of the financing bank and create pledges on ZMH Hammerman's rights in the project, including the project account, the rights under the agreement with the construction 

contractor and the right to receive payments from apartment buyers in the project; (3) meet a minimal amount of presales of apartments in the project for prices matching the forecast prices according to 

the Zero Report; (4) receive building permits for the project or for the project stages, if the project is built in stages; (5) complete the project within the time frames specified in the financing agreements 

and meet the budget and submission plans determined in the report of the inspector on behalf of the financing bank; and (6) in combination transactions – create a pledge in favor of the financing bank 

over ZMH Hammerman's full rights under the combination agreements with the private land owners. 

8.12.8 Sensitivity analyses:50 

8.12.8.1 Sensitivity analysis for unrecognized gross profit due to changes in the sale price 

Item Effect of 5% 

increase in sale 

prices on 

unrecognized 

gross profit 

Effect of 3% 

increase in sale 

prices on 

unrecognized 

gross profit 

Total 

unrecognized 

gross profit 

Effect of 3% 

decrease in sale 

prices on 

unrecognized 

gross profit 

Effect of 5% 

decrease in sale 

prices on 

unrecognized 

gross profit 

Projects whose construction has been completed and whose sale has not yet been completed 

Andromeda Hill --  --  --  --  --  

Achziv A+B --  --  --  --  --  

Achziv C 0.75 0.5 5 (0.5) (0.75) 

Projects under construction 

Weizmann Pinkas 0.75 0.5 1 )0.5(  )0.75(  

New Krinitzi 2 1 18 )1(  )2(  

HaAgam 1.25 0.75 20  )0.75(  )1.25(  

Achziv Stage D 1.5 0.9  7 (0.9 ) (1.5) 

Jaffa Tel Aviv (formerly: Maccabi Jaffa) 15 9 60  (9) (15) 

Neve Gan Lots 28,30 5 3 46  (3) (5) 

Neve Gan Lot 27 3 1.8 18 (1.8) (3) 

Mitzpe Rina 36 21.5 102 (21.5) (36) 

  
 

50 The sensitivity analysis does not address information for land reserves. 
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8.12.8.2 Sensitivity analysis for unrecognized gross profit due to changes in the sale price 

Item 
Effect of 5% 

increase in 

construction input 

on unrecognized 

gross profit 

Effect of 3% 

increase in 

construction 

input on 

unrecognized 

gross profit 

Total 

unrecognized 

gross profit 

Effect of 3% 

decrease in 

construction 

input on 

unrecognized 

gross profit 

Effect of 5% 

decrease in 

construction 

input on 

unrecognized 

gross profit 

Projects under construction 

Weizmann Pinkas  )0.5(   )0.3(  1 0.3 0.5 

New Krinitzi  )1(   )0.6(  18 0.6 1 

HaAgam  )1(   )0.7(  20 0.7 1 

Achziv Stage D (1 ) (0.7 ) 7 0.7 1 

Jaffa Tel Aviv (formerly: Maccabi Jaffa) (10.75 ) (6.5 ) 60 6.5 10.75 

Neve Gan Lots 28,30 (5 ) (3 ) 46 3 5 

Neve Gan Lot 27 (2.5 ) (1.5 ) 18 1.5 2.5 

Mitzpe Rina (22.5 ) (13.5 ) 102 13.5 22.5 
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PART FIVE: DESCRIPTION OF THE GROUP’S BUSINESS BY OPERATING 
SEGMENTS AND MATERIAL PROPERTIES 

9. The retail centers and malls in Israel segment  

9.1 General information on the operating segment 

9.1.1 General  

Most of the Group’s malls and retail centers are spread out throughout the central cities of Israel and are located 

close to the main traffic thoroughfares which enable easy access and outdoor or indoor parking. The retail centers 

and malls are optimally planned according to the needs of the population in the area in which the mall is located, 

and they offer a wide and varied mix of shops in the fields of fashion, footwear, jewelry and fashion accessories, 

cosmetics and personal care, sporting goods and sportswear, textiles, gifts, house-wares, communications, 

electronics and computers, optical devices, entertainment and food complexes for the wellbeing of the visitors, 

easy access and a large number of parking spaces. The Company puts an emphasis on tenants’ mix in each one of 

the malls and retail centers owned thereby, which it believes shall constitute a center of public attraction to each 

one of them, in accordance with the characteristics of the local public, and performs suitable marketing work, 

upgrades and renovates the systems and appearance of the malls and the carparks and performs technological 

adjustments. The Company expands the marketing methods of the malls through use of the digital space where 

most of the end consumers of the retail centers and malls spend time for other purposes, through personal 

marketing and attractive promotion campaigns, in a manner capable of providing the end-consumer, inter alia, a 

unique shopping experience, which will commence in the digital domain and end in shopping at the Group's malls. 

Thus, for example, during 2016, the Company launched the Azrieli Malls app, which compiles unique shopping 

offers and sales at the Group’s malls, the ability to pay for parking at the mall and useful information for visitors. 

The Group also has the Azrieli Gift Card, which is issued either digitally or as a physical card and is redeemable in 

a broad range of chain stores at the Group’s malls.  

The Company routinely focuses on the betterment of the Group’s existing properties and acts for optimization in 

the use of its commercial spaces and creates a suitable and modern mix of tenants while differentiating between 

the projects in order to maintain the relative advantage versus the Group’s existing and future competitors. 

Most of the Group's lease contracts in Israel are for periods of three to five years and in most cases include an 

option for additional lease periods (usually three to five additional years), other than agreements in respect of 

relatively large leasable space, which are mostly signed for longer lease periods ranging between 8 to 25 years 

(including extensions and exercised options). Most lease agreements include rent that is composed of fixed rent 

or of rent derived as a percentage of the tenant’s turnover in the leased premises, whichever is higher; however, 

in most cases, the rent actually paid to the Company is the fixed rent, and the Company’s revenues from turnover-

dependent rent are in an immaterial amount. The occupancy rate of the Group's properties in this operating 

segment, as of the Report Date, is approx. 99%51. 

The Group's retail centers and malls in Israel are managed, with relation to each mall or retail center, by designated 

management companies established by the Group, which enter with the tenants into management agreements 

for the purpose of management and maintenance of the public areas, in consideration for management fees. 

Most of the management agreements determine that the management fees will be paid based on the cost of the 

management services, plus overhead expenses. The management services include, inter alia, marketing services 

of the mall and/or the retail center, both to visitors and to potential tenants, security services, cleaning of public 

areas, gardening, maintenance of elevators and public systems. The management companies collect from the 

tenants the management fees or the maintenance fees, which are used, inter alia, for financing the maintenance 

of public areas. The management company leases from the Group companies, as the case may be, in each of the 

 
51 Discounting properties that are being leased-up for the first time. 
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malls and retail centers, an area in a small scope located in a non-central area of the mall or retail center, to serve 

as the offices and storage rooms of the management company, in consideration for fixed rent. In most of the 

management agreements between the management companies and the tenants, the management companies 

undertake to maintain and operate the public areas in the malls and retail centers, including cleaning, security, 

renewal, advertising, insurance, on the conditions and in the scopes as determined by the management companies 

from time to time. 

All of the Group's retail centers and malls include car parks (above-ground and/or underground) which serve the 

visitors and the potential tenants, with some of the car parks being open to the general public and some requiring 

payment. 

In some of the malls and retail centers there are areas above or in proximity to the retail areas which are 

designated for lease as offices and other uses, such as clinics and gyms. See Section 10 of this Chapter A for 

additional details on the office and other space for lease segment. 

9.1.2 The structure of the operating segment and changes occurring therein 

The retail centers and malls in Israel segment is affected by the business activities in the economy, and by the 

geopolitical and security situation in Israel. Various entities operate in the retail centers and malls segment which 

locate, plan, construct, lease and maintain properties designated for lease for various uses. 

Based, inter alia, on publicly-available information, at the outset, most of the malls relied on large anchor tenants, 

which were considered to be crowd attracting, and positioned on both sides of the mall. However, in recent years, 

the concept has changed for the malls in Israel and an opposite trend has begun, of reduction of the space of the 

anchors (such as supermarkets and department stores), due to the low rent per sqm paid by such tenants and the 

large space occupied thereby. However, there are presently “new” anchors in the form of large and leading 

fashion and sports stores that are spread throughout the mall. 

At the same time, the Company is acting to integrate innovative entertainment centers in its malls and retail 

centers, such as the “Zappa” Club, restaurants and cafés and is acting to bring cinemas and children's play zones 

back to the malls, in a way that creates an innovative shopping experience for recreation, leisure and shopping. 

The Company is also acting to improve its properties by renovating and refreshing the fast- food courts and the 

public areas. 

It is noted that a sizable percentage of the retail space in the malls in Israel segment and in the Company's 

properties in this operating segment is intended for the fashion industry. For further details, see Section 7.6 of 

this Chapter A. 

In recent years, there has been a noticeable trend of brand fashion retail chains growing strong at the expense of 

single local stores, including international fashion retail chains, and the construction of low-priced power centers 

outside of cities, which compete with the malls. In addition, an increasingly strengthening trend can be observed 

in the context of which, several retail groups hold a growing number of leading brands and consequently expand 

the spaces leased thereby in each mall and improve their bargaining power vis-à-vis the malls. Furthermore, we 

are witnessing the development of new formats of large branded family-oriented stores. At the same time, it is 

noted that from time to time, various chains, including fashion chains, encounter financial difficulties, however, 

the wide range of businesses, the entry of new brands, and the mix in the Group's malls and retail centers 

contribute to the reduction of the scope of exposure to events of this kind. 

In addition, in recent years, changes have occurred in the Israeli consumer's shopping habits, inter alia, in view of 

the "open skies" reform, which led to a reduction in the prices of flights to various destinations overseas, thereby 

enabling the making of more purchases outside of Israel52, as well as online retail, which brings to the consumer's 

doorstep a larger variety of products, a quicker and more convenient service and mainly personal tailoring of 

products according to the consumer’s preferences and habits. The Group is acting to develop ways to combine 

 
52 These purchases significantly lessened during the period of the War due to long periods of flight cancelations. 
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the new digital retailing and the popular mall experience in a manner which creates a novel consumption 

experience, inter alia, through a designated application.  

9.1.3 Restrictions, legislation, standards and special constraints applying to the operating 

segment  

This operating segment is subject mainly to the land laws and the land use and zoning laws. In addition, the 

business in this segment is affected by legislative updates in the field of business licensing, land taxation and 

municipal taxation. See Section 26 of this Chapter A for details on the restrictions, legislation, standards and 

additional constraints that apply to the Group.  

9.1.4 Changes in the volume of business and profitability of the segment  

In recent years, the volume of operations of the Group in the retail centers and malls segment has grown, mainly 

due to the development of new income-producing properties such as Modi’in West, which also includes retail 

space, a retail building at the Check Post junction in Haifa, the retail areas in Azrieli Town (for a specification of 

properties under construction, see Section 7.7 of this Chapter A) or expansion and renovation of existing 

properties (renovation of Azrieli HaNegev Mall, renovation of Azrieli Jerusalem Mall, renovation of Azrieli Holon 

Mall, and renovation of Azrieli Givatayim Mall). Activity indicators for 2025 show that, due to and during Operation 

Rising Lion, which took place in June 2025 and resulted in the cessation of operations of certain tenants in the 

Company's malls, tenant sales decreased, such that the sum total for 2025 shows a decrease of approx. 2.4% in 

tenant sales in the Company’s malls (excluding Modi'in West) compared with 2024. The store revenues reported 

by the tenants in the Group's malls in 2025 (excluding June due to the War and excluding Modi'in West) remained 

unchanged compared with 2024. 

For details on the Bank of Israel forecasts with respect to the growth of Israeli economy in the coming years, see 

Section 6.1 above. 

In the Company’s estimation, the coming years may see changes in the competitive balance between the players 

in the income-producing real estate sector, among other things, in view of a forecasted decrease in the number 

of significant new projects which offer retail space, as well as the limited supply of land in high-demand areas in 

Israel, which might strengthen the existing leading malls.  

For the board of directors’ explanations on changes to the fair value of the Group’s investment property in this 

segment as of the Report Date, see Section 2.9.2 of the Board of Directors' Report. 

The Company’s management estimates that the wide dispersion of the portfolio of properties owned thereby, the 

maintenance and active management of the properties, their location mainly in areas of demand, the high 

business positioning of the properties and the Company’s investment in the betterment of its properties for 

maintaining such advantage, the high occupancy rates, the broad variety of businesses in the malls and retail 

centers of the Group and the suitable mix of businesses, and the Company’s stable capital structure, contribute to 

a reduction of the exposure of the Company’s businesses to a crisis and/or to significant instability due to the 

materialization of any of the Company's risk factors. 

The Company’s aforesaid estimations regarding the changes in the income-producing real estate sector in Israel 

and the effects of such changes on the Company’s results are merely subjective assessments and constitute 

forward-looking information, within the definition of such term in the Securities Law. Actual results and effects 

may materially differ from the aforesaid estimations and what they imply for various reasons, including an 

additional intensification of competition, a decrease in demands and a deterioration in the economic situation in 

Israel.  
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9.1.5 Critical success factors in the operating segment and changes occurring therein 

The Company estimates that the main success factors in the segment are, inter alia: locating retail centers and 

malls in areas where there is a relatively high level of demand; the right geographic location of retail centers and 

malls as a response to the needs of the residents in each area, and their proximity to densely-populated areas and 

convenient access routes; expertise in development as well as knowledge and experience in the management, 

operation and marketing of retail space, unique architectural planning, management of the construction of retail 

centers and malls by the professional management team; creation and preservation of a diverse mix of high-

quality tenants with financial strength, know-how and experience in marketing, property management and 

operation that will provide an optimal response to customers; positive goodwill as well as business positioning 

and financial strength which allows development at relatively low financing costs and provision of immediate 

response to attractive business opportunities. 

9.1.6 Main entry and exit barriers of the operating segment and changes therein 

Barriers to entry - In the Company's estimation, entities operating in the retail centers and malls sector require, 

equity and financial strength. The primary barrier for entry into the development and construction of a retail 

center, after finding suitable land in an area of demand, is the need for financial strength that enables the 

obtainment of financing for construction, inter alia, due to a growing trend, whereby developers are increasing 

investment budgets for lessees of income-producing properties upon the initial lease-up of areas under 

development. In addition, particularly required are professional knowledge, experience in the development 

sector, a positive reputation in the sector, availability of sources of financing on good conditions and available 

and planned land reserves in areas with high demand for leasable retail space. In addition, entities operating in 

the retail centers and malls sector in Israel are required to meet high regulatory requirements, inter alia, 

regulation concerning zoning, business licensing, safety, accessibility, antitrust and environmental protection. It 

is noted, that despite the high barriers to entry, recent years have shown an increase in the development and 

construction of retail centers all over Israel. However, the future may bring a decrease in the development and 

construction of significant projects of malls and large retail centers and a shift towards the development of small, 

neighborhood centers and/or continuation of the trend of construction of power centers outside the cities. 

In the Company's estimation, barriers to entry in respect of malls are significantly higher than those related to 

power centers outside the cities, due to the high construction costs that characterize the malls (including the cost 

of the land, which is more expensive since the locations of the malls are closer to the city centers). 

Barriers to exit - Exiting this operating segment is mainly contingent on the ability to dispose of properties, which 

is a direct result of the location of the properties, their physical condition and the condition of the market, as well 

as various costs, including in connection with land taxation. 

9.1.7 Structure of competition in the operating segment and changes occurring therein 

For a description of the structure of the competition in this operating segment, see Section 9.1.11 of this Chapter 

A.  

9.1.8 Manner of execution of purchases or construction of properties 

The Company's management does not have a fixed policy on the acquisition of properties, and each case is 

examined on its merits, in view of the business opportunity it presents. The Company examines from time to time 

business opportunities in Israel and abroad, related to the expansion of its activity, mostly in the real-estate 

segment, including by way of purchasing land reserves, purchase of additional properties and the improvement 

of existing properties, as well as the acquisition of activities.  

In general, the Company may at times purchase its rights in properties by way of direct purchase of the rights in 

the property, by way of purchase of shares in the companies that own the rights in the properties and by way of 

allotment of shares in such companies. As of the Report Date, the Company purchased most of its rights in 
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properties by way of purchasing rights in the properties. The considerations for the purchase or development of 

new income-producing properties are based, inter alia, on the following parameters: yield from the property; 

properties which generate steady cash-flows and revenues while prioritizing financially sound tenants; the 

betterment potential of the purchased property.  

The Group's malls and retail centers are either under ownership or under long-term lease from the ILA or long-

term lease from the local municipalities in whose territory the property is located.  

In transactions in which the registration of rights to the purchased property and its transfer to the name of the 

Company and or the Group's companies is not finalized by the closing date of the transaction, the Company 

includes mechanisms in its contracts to secure the fulfilment of the seller' undertakings, including those related 

to the registration of rights to the property and their transfer to the name of the Company, through the deposit of 

a part of the consideration in trust and through the lodging of a caveat and/or pledges in favor of the Company, 

as possible under the circumstances.  

Upon the purchase of new properties, in respect of which there is an undertaking towards third parties regarding 

the management and operation thereof, the Company's policy is to release the properties purchased thereby from 

the management and operation rights, and provide management services itself or through the Group's companies. 

As of the Report Date, there are no obligations towards third parties in respect of the management and operation 

of the Group's properties.  

The professional managerial team employed by the Group is involved in the construction of all the Group's 

projects, from the identification of the property, through the preparation of a cost estimate and a timetable for 

each project, the architectural planning of the project, the carrying-out of contractor bids and up to the ongoing 

support of the project's construction, with an emphasis on the finishing and completion stages thereof and the 

occupation of each project by the various tenants.  

The Company does not consider the disposition of its properties to be a part of its business strategy. However, it 

may act for the disposition of existing income-producing properties if they are not strategic for the Company and 

are not in its core business. The Company's management has not set a fixed criterion of required yields in the case 

of dispositions or purchases, and each case is examined on its merits, in view of its circumstances, designation, 

location and features.  
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9.1.9 Material properties  

The following table presents a summary of figures pertaining to material properties of the Group in the retail centers and malls segment as of 31 December 2025, which 

were appraised by the valuator Mr. Ronen Katz, a partner at Greenberg Olpiner & Co. (*) by applying the income capitalization method: 

Name and Features of Property Year 

Information Item 
According to Regulation 

8B(i) (as applicable) 

Fair 

value/book 
value at end 

of period  
(NIS in 

millions) 

Rent 

revenues 
during the 

period  
(NIS in 

millions) 

Actual NOI 

during the 

period 
(NIS in 

millions) 

Rate of 

return (%) 

Adjusted 

rate of 
return (%) 

Return on 

cost (%) 

Property 
Value to 

Debt Ratio 
(LTV) 

Revaluation 

profit 

(consolidated) 
(NIS in 

millions) 

Occupancy 
rate as of 

end of 
period (%) 

Average 

monthly 
rent per sqm 

from main 
use – retail  

(in NIS) 

Ratio of 
average 

store 

revenue per 
sqm to 

average rent 
per sqm** 

Other assumptions 

underlying the valuation 

Azrieli Tel 

Aviv Mall 
)1(  

Region Israel 

2025  2,329  122 146 6.27%  6.66%  28%  0%  )68(  100%  312 5315%  
Main rent cap rate– 6.5%54 . 
Weighted cap rate–6.47%. Functional 

currency 
NIS 

Main use Retail 

2024  2,366  121 152 6.43%  6.81%  30%  0%  0  100%  325 5514%  
Main rent cap rate– 6.5%56. 
Weighted cap rate–6.49%. Construction cost  

(NIS in millions) 
512 

Corporation’s 
share (%) 

100% 

2023  2,349  117 146 6.23%  6.85%  29%  0%  25 100%  329  5715%  Main rent cap rate–6.5%58. 

Weighted cap rate–6.49%. 
Area (sqm) 

 
37, 808  

 

 

 

 

 
53 Ratio of average revenue per sqm to average rent and management fees per sqm – 19%. 
54 Approx. 26% of the rent (for large areas) were capitalized according to a cap rate of 6.25%. 
55Ratio of average revenue per sqm to average rent and management fees per sqm – 17%. 
56 Approx. 26% of the rent (for large areas) were capitalized according to a cap rate of 6.25%. 
57 Ratio of average revenue per sqm to average rent and management fees per sqm – 19%. 
58 Approx. 25% of the rent (for large areas) were capitalized according to a cap rate of 6.25%. 
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Name and Features of Property Year 

Information Item 
According to Regulation 

8B(i) (as applicable) 

Fair 

value/book 
value at end 

of period  

(NIS in 
millions) 

Rent 

revenues 
during the 

period  

(NIS in 
millions) 

Actual NOI 

during the 

period 
(NIS in 

millions) 

Rate of 

return (%) 

Adjusted 

rate of 
return (%) 

Return on 

cost (%) 

Property 
Value to 

Debt Ratio 

(LTV) 

Revaluation 

profit 

(consolidated) 
(NIS in 

millions) 

Occupancy 
rate as of 

end of 

period (%) 

Average 

monthly 
rent per sqm 

from main 

use – retail  
(in NIS) 

Ratio of 
average 

store 

revenue per 
sqm to 

average rent 

per sqm** 

Other assumptions 

underlying the valuation 

Azrieli 

Jerusalem 

Mall 
 

(excluding 

the office 
component) 

Region Israel 

2025  2,672 148 159 5.96%  6.38%  36%  0%  103 99%  336 14% 59 
Rent cap rate– 6.25% 

Weighted cap rate–6.35% 
Functional 

Currency 
NIS 

Main Use Retail 

2024  2,548  146 161 6.31% 6.5%  36%  0%  97 100%  324  13%60  
Rent cap rate– 6.25% 

Weighted cap rate–6.4% 
Construction 

Cost (NIS in 
millions) 

447 

Corporation’s 
share (%) 

100% 

2023  2,437 133 145 5.95%  6.5%  32%  0%  21 100%  315 13%61 
Rent cap rate– 6.25% 

Weighted cap rate–6.4% 

Area sqm 41,245 

Material office properties – see Table 
10.4 

2025  8,673  420  505  --  --  --  --  300  --  --  --  -- 

Material DC properties – see Table 13.20 2025  3,945  326  276 --  --  --  --  194 --  --  --  -- 

The other properties (excepting material 

properties)*** 
2025  27,020  1,849 1,448 -  -  -  -  816 --  --  --  -- 

The other properties (excepting material 
properties)*** 

2024  26,483  1,550 1,442 --  --  --  --  514 --  --  --  -- 

The other properties (excepting material 

properties)*** 
2023  22,632  1,063 1,236 --  --  --  --  553 --  --  --  -- 

 
*  Mr. Ronen Katz is a certified real estate appraiser, with a B.A. in Agricultural Economy and Administration from the Faculty of Agriculture at the Hebrew University of Jerusalem, and experience as a 

real estate appraiser since 1997. 
**  The figure is to the best of the Company’s knowledge. It does not include lease agreements which do not include rent from sales and is given based on information received from the tenants or 

from other third parties (as the case may be), and therefore the Company cannot verify that this information is indeed true. 
*** In all real estate segments. 
(1) The figures include 50% of the profits of the Azrieli Center car park (another 50% were included in the details on the Azrieli Center offices, as specified in Section 10.4 of this Chapter A). 
  

 
59 Ratio of average revenue per sqm to average rent and management fees per sqm – 17%. 
60 Ratio of average revenue per sqm to average rent and management fees per sqm – 16%. 
61 Ratio of average revenue per sqm to average rent and management fees per sqm – 16%. 



 

82A- 

 

9.1.10 The following table presents a summary of figures regarding a material income-producing building under construction of the Group, 

as of 31 December 2025. It is emphasized that the uses of this property will be divided between the retail centers and malls in Israel 

operating segment and the office for lease in Israel operating segment, and the residential rental areas in Israel operating segment 

according to the various uses of the designation of the building rights in the property: 

Name of the 
Property 

Location of the 
Property 

Date of Land 
Purchase 

Actual Share of the 
Corporation (%) 

Method of 
Presentation in 
Consolidated 

Report 

Estimated 
Construction 

Completion Date 

Designated 
Areas of the 
Property (by 
usage) (sqm) 

Total Projected 
Investment, including 

Land, Construction 
and Development 

(NIS in millions) 

Expansion of Azrieli 
Center Tel Aviv  

(the Spiral Tower) 
 

Tel Aviv May 2013 100% Fair value 2028 
150,000 sqm for 
offices, retail and 

residences 
3,230-3,030  
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Name and Features of the Property 
Reporting 

Period 

Financial Data 

Rate of 
Completion at 

Year-End 
[Engineering] 

(%) 

Rate of Areas 
of the Property 

for which 
Binding Lease 
Contracts have 
been Signed as 

of Year-End 
(%) 

Data on Valuation and the Assumptions on which it 
is Based Aggregate Cost at 

Year-End, 
including Land, 

Construction 
Development and 

Financing 
(Consolidated) (NIS 

in millions) 

Data on Fair Value and Revaluations 

Fair Value/Book 
Value at End of 

Period 
(Consolidated) (NIS 

in millions) 

Revaluation Profits 
(Losses) in the 

Period 
(Consolidated) (NIS 

in millions) 

Name and 
Experience of 

Valuator 

Valuation 
Model 

Additional 
Assumptions on 

which the 
Valuation is 

Based 

Expansion of Azrieli Tel Aviv Center 
(Spiral) 

Y2025 2,038 2,407 )224(  41% 15% 

Mr. Ronen Katz is a 
certified real estate 

appraiser, with a B.A. 
in Agricultural 
Economy and 

Administration from 
the Faculty of 

Agriculture at the 
Hebrew University of 

Jerusalem, and 
experience as a real 

estate appraiser 
since 1997 

 

Presented 
according to 

fair value 
under the 

comparative 
method 

 

N/A 

Expansion of Azrieli Tel Aviv Center 
(Spiral) 

Y2024 1,630 2,223 -- 30% 9% N/A 

Rest of properties under construction in Israel 2025 1,659 2,492 21 -- -- --  --  --  

Rest of properties under construction in Israel 2024 1,502 1,912 18 -- -- --  --  --  
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9.1.11 Competition  

Beyond the aforesaid, in the Company’s estimation, over recent years, the retail centers and malls in Israel 

segment has been characterized with high competitiveness, and to the best of the Company's knowledge, there 

are more than 300 retail centers in Israel. The structure, size and business mix of the retail centers are mostly 

adjusted to the characteristics of the demand of those leasing areas in the geographical region in which they are 

located. The competition in this area revolves around several parameters, of which the main ones are: (1) the 

geographical location of the properties and the level of demand for spaces for lease in such area; (2) the level of 

revenues in the properties; (3) the rent level and management and maintenance costs; (4) the quality of 

construction of the leased buildings; (5) the level of auxiliary services and, (6) The Lessor's goodwill. 

As of the Report Date, the Company operates in this operating segment principally in the development of retail 

centers, and focuses on discovering reserves of land in attractive locations and with the potential for high 

revenues, and therefore the competition vis-à-vis bodies which concentrate primarily on acquisitions of existing 

retail centers is lower. In retail complexes and centers located in residential areas a competition could also 

develop with local developers. The market trends over the recent years and the attempt to adjust the 

characteristics of the retail center accurately to local demands and to the substitutes available to the consumer 

have blurred the lines distinguishing between the different types of retail centers. 

Due to the intensification of the competition in the sector, the addition of retail space in many regions and a trend 

of increase in online commerce, the Company acted in 2025 and will continue to act for the development of the 

end consumer marketing segment. Inter alia, the Company continues activity for branding of the Group’s malls 

through a uniform language of communication in the properties themselves, marketing activities and campaigns 

on the different types of media, and planning of further marketing, branding and differentiation activities and 

sales campaigns for all of the Group's malls (hard sale). 

To the best of the Company's knowledge, a number of entities operate in Israel which hold significant portions of 

properties in the retail centers and malls segment, including REIT 1 Ltd., Gazit Globe Ltd., Melisron Ltd., Industrial 

Buildings Ltd., Amot Investments Ltd., Jerusalem Economy Ltd. and Big Shopping Centers (2004) Ltd. In addition, 

to the best of the Company's knowledge, in recent years new players are joining the market such as the 

institutional bodies (either directly or through a managing body which knows the operating segment well) and 

investment funds, that seek alternative yield for the members and for themselves.  

The Company estimates that the geographic location of the retail center and its differentiation directly affect its 

characteristics and its tenant mix since each center adjust itself to the sizes of the geographic market in which it 

is located in order to create a center of attraction which is unique therefor and deal with centers existing in the 

area which created the consumers’ purchase habits. For the most part, the tenants will consider the benefit of 

space in a retail center with a better geographic location, a mix conforming to its business operations versus its 

cost and with a better reputational image. 

Competition for the private consumer is also mainly characterized by the geographic location and against other 

centers of the power center-type as well as shops on city streets. Most of the retail centers and malls serve the 

population residing or employed in the geographic area in which the retail center is situated. Nonetheless, the 

Azrieli Tel Aviv Mall, due to its location, accessibility and proximity to the train station and to major intersections, 

serves consumers from all across Israel. 

In the Company’s estimation, the competition vis-à-vis the private consumer is influenced, inter alia, by the tenant 

mix, the types of the shops and their branding, the atmosphere and shopping experience, benefits to consumers, 

events initiated in the framework of the retail center, access to the retail center and available parking (free or 

paid). The malls and retail centers are therefore required to renovate, upgrade and adjust the tenant mix therein 

from time to time. 

In the Company's estimation, the volume of its operations in the retail centers and malls in Israel segment is large, 

and it is one of the leading companies in the field in Israel. As of the Report Date, approx. 1,849 tenants operate 

stores and retail in the Group’s retail centers and malls. In the Company’s estimation, the factors and methods 

that help the Group cope with the competition in the segment are as follows: 
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▪ Most of the retail centers and malls of the Group are characterized by quality planning and an optimal tenant 

mix which the Company carefully maintains over the years while responding to changes in the specification 

of the populations visiting the mall and updating the tenant mix accordingly which contributes to its 

competitive edge and offers a quality and accurate shopping experience to the visitors of the retail centers 

and malls; 

▪ The volume of the Company’s business in the segment allows the Company to engage with chains and service 

providers at beneficial terms, thus allowing it to specialize in the management of retail centers and malls in 

an efficient manner in order to lead to savings in costs and in manpower; 

▪ Most of the Company's tenants are large chains and/or companies with superior financial strength and the 

lease agreements therewith are for a relatively long period; 

▪ The Company's retail centers and malls are located in high-demand areas, enabling the Company to lease the 

properties to numerous and diverse types of tenants; 

▪ The expertise of the Group in the planning and development of retail centers and malls according to the 

needs of the tenants and visitors in the retail center and/or mall; 

▪ The scale of the business and the Company's experience in the segment, allows it to carry out marketing 

activities also to the end consumers, the mall visitors and to adopt innovation in the retail segment, 

improving the experience of shopping at the Company's shopping centers, including use of digital media.  

9.1.12 Goals and business strategy for the segment 

See Section 29 of this Chapter A for the Company's goals and the Group’s strategy. 
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10. The office and other leasable space in Israel segment 

10.1 General information on the operating segment 

10.1.1 General 

In this operating segment, as of the Report Date, the Group is engaged in the development, acquisition, lease-out, 

management and maintenance of office and high-tech parks, office buildings and buildings for industry, 

workshops and storage in Israel. The office parks and office buildings are designated primarily for businesses in 

the segments of liberal professions, service providers, headquarters of financial entities, hotelkeeping, medical 

services and high-tech industry, which are characterized by a large number of personnel and a demand for 

adjacent parking spaces. 

Most of the Group’s lease agreements are for periods of about five years on average, with the tenant given an 

option for additional lease periods of about five years and the rent is in a fixed amount, linked to the CPI, per 

square meter of the leased space. A recent trend is the engagement in relatively short-term lease agreements for 

periods of up to five years. In addition to the aforesaid, at the Azrieli Holon Business Center, Azrieli Business Park 

Herzliya, Azrieli Center Modi'in West and on the office floors above the Azrieli Akko mall, the Group leases small 

units for shorter periods of around one to three years. 

All of the Group’s office and other space for lease in Israel include also car parks (above-ground or underground) 

which serve the tenants and their customers. 

In this operating segment, the Group’s income-producing areas that are leased to third parties are mainly divided 

into two types: 

▪ Parks for businesses and for high-tech industries - The Group specializes in responding to the special needs 

of the high-tech industries and the construction of purpose-built buildings fitted in advance to the needs of 

the tenants. The purpose-built construction provides a comprehensive and complete solution to tenants, that 

includes the guidance of the tenant beginning from the stage of preparing the working plans for purposes of 

the design requested by the tenants, the planning and construction of the building in full cooperation with 

the tenant and through responding to all of the tenant's demands as to the interior of the leasehold. The 

business parks present a quality and clean working environment in a central location, quality infrastructure, 

green areas and parking spaces. 

▪ Office towers - The Group has office towers that are leased, in most cases, with high occupancy to numerous 

and diverse tenants for long lease periods. 

The Group’s office and other space for lease in Israel segment is managed in relation to each building or group 

of buildings through the Company or designated management companies owned by the Group, which engage 

with the tenants in management agreements. Most of the management agreements determine that the 

management fees will be paid based on the cost of the management services plus overhead expenses. The 

management companies collect from the tenants the management fees or the maintenance fees, which are used, 

inter alia, for financing the maintenance of public areas, whereas in most of the management agreements between 

the Company or the management companies and the tenants, the management companies undertake to maintain 

and operate the public areas, including cleaning, security, renewals and insurance, on the conditions and in the 

scopes as determined by the management companies from time to time. 

10.1.2 The structure of the operating segment and the changes occurring therein  

The office and other space for lease segment is mainly affected by the economic activity in Israel and globally. 

Various entities are active in this operating segment which locate, plan, construct, lease and maintain properties 

designated for lease for various uses. There are many companies in Israel in the office and other space for lease 

segment, including large, veteran and leading companies, which own properties in large volumes, as well as 

smaller, local developers who operate in specific geographic areas. The business in this segment is generally 

characterized by the fact that part of the costs of construction or acquisition is financed by independent sources 

and the remainder is financed by credit from outside sources.  
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10.1.3 Restrictions, legislation, standards and special constraints applying to the operating 

segment 

This operating segment is subject mainly to the land laws and the land use and zoning laws. In addition, the 

business in this segment is affected by legislative updates in the field of business licensing, land taxation and 

municipal taxation. See Section 26 of this Chapter A for details on the restrictions, legislation, standards and 

additional constraints that apply to the Group. 

10.1.4 Changes in the volume of business and profitability of the segment 

In recent years, the Company has acted to expand its business in this operating segment, inter alia, by developing 

new projects (in recent years the Company has built an office tower in Modi'in, which is a part of a mixed-use 

property, construction of which was completed in 2024, and the Company is also building a project at the North 

Glilot site, most of which was leased to SolarEdge Technologies Ltd., and the Spiral Tower). Furthermore, as part 

of the business strategy the Company is examining attractive investment opportunities and the creation of new 

growth engines also in tangential segments, and possibilities to create a synergy with the other operating 

segments thereof. 

For a number of years, until the end of 2019, the office market was growing. According to reviews reported in 

connection with the office market, in H2/2020, in view of the Covid pandemic, a trend of slowing demand for 

offices was identified in the office market, and moderate rent reductions were recorded in most commercial areas 

in the center of Israel. From February 2021, the market trend reversed and in view of significant demand, mainly 

on the part of high-tech companies in Tel Aviv and in its close vicinity (Ramat Gan and Herzliya), the rent in this 

area rose significantly compared with the pre-Covid prices. This trend continued throughout 2021, and in the 

absence of vacant leasable space, the rent has continued to climb, and towards the end of 2021 reached record 

highs. In H2/2022, as a result, inter alia, of global and local macro changes, such as an increase in inflation and 

interest rates, a slowdown was recorded in the demand for office space, leading to stabilization with a tendency 

towards slight rent reductions in some of these areas. In the Tel Aviv area, a decrease was observed in the rent 

compared with the peak rates in 2021. In view of the high occupancy rates in the Group’s properties, the effect of 

the slowdown on the Group’s properties was minor. In 2023, the trend continued, with reduced demand in this 

segment and longer negotiations for the signing of lease agreements, and even a slight decrease in average rent 

in some office areas in Israel, resulting inter alia from the political controversy around the reform in the judicial 

system, a decline in capital raisings in the high-tech sector and the Swords of Iron war. The trend that 

characterized 2023 also continued into 2024, inter alia due to the uncertainty concerning the continuation of the 

War. In 2024, international companies adopted a conservative approach to lease extensions, and Israeli 

companies, mainly in the high-tech sector, cut back their hiring, creating surplus space, and some even subleased 

such areas. The effect in Tel Aviv and its vicinity, where most of the Group’s properties are located, was moderate, 

while in 2025, a trend of recovery was observed in the Tel Aviv region. The oversupply in the second circle (the 

cities surrounding Tel Aviv) and the mentioned slowdown in demand have, on average, led to lower rent prices in 

the sector and the occupancies in the area of the second circle both in 2024 and in 2025, which area typically 

experienced more volatility in prices and occupancies compared to the Tel Aviv region. 

The aforesaid notwithstanding, as of the Report Date, the Group has maintained very high occupancy rates in its 

income-producing properties in the segment, and has even increased its total revenues from rent compared with 

previous years, both in the Tel Aviv region and in other regions, for example: the Company marketed spaces 

vacated by Meta in the Report Period in Azrieli Sarona to different tenants at a higher average price and has also 

completed the marketing of the spaces in the office tower in Azrieli Center Modi'in West which opened in 2024.  

The Company estimates that its financial strength, the strength of the Company's tenants, some of which 

constitute the leading firms in the economy (AAA tenants), its high liquidity and standing in the financial market 

are advantages and strengthen its status in the segment. Despite the slowdown recorded in the demand on the 

part of tech companies, it may be estimated that this segment will bounce back in the coming years. Further to 

the aforesaid, the Company’s tenant mix is diverse and wide-ranging, and it is concentrating marketing efforts 

vis-à-vis various industries and diverse sectors as part of its ongoing risk management. According to the aforesaid, 
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and as part of the mix diversity policy, in the Report Period agreement renewals were signed for large areas with 

tenants from diverse, non-high tech industries. 

The Company's properties are essentially characterized by a high standard of construction, location and 

management, the demand for which in recent years has been constantly on the rise. In addition, a large part of the 

increase in the supply of offices in the center of Israel is made up of buildings that are being built in the context 

of purchase groups, or buildings that are intended to be sold to a large number of buyers, which in the Company's 

estimation, may mainly increase the supply of leasable office space for areas of 200-500 sqm. In addition, in the 

Company’s estimation, the coming years may see changes in the competitive balance between the players in the 

income-producing real estate sector, inter alia, due to the lease-up of office space projects, primarily in the Dan 

Metropolitan Area, which pose challenges for the sector. 

The Company's above estimations with respect to the changes in the segment and the effect thereof on the 

Company’s results are merely subjective estimations which are based, inter alia, on the Company’s acquaintance 

with the market trends, which constitute forward-looking information, as defined in the Securities Law. Actual 

results and effects may materially differ from the aforesaid estimations and the implications thereof, for various 

reasons, including further intensification of the competition, a decrease in the demand for office space and an 

adverse change in the economic situation in Israel, inter alia in view of a deterioration in the high-tech sector 

and/or the effects of the Swords of Iron war. 

10.1.5 Critical success factors in the operating segment and changes occurring therein 

In the Company’s estimation, the main success factors of the Company in the segment are, inter alia: the 

geographic dispersion and the location of the income-producing properties in areas in demand throughout Israel 

for offices, commerce and industry; the quality of the properties; expertise in development and architectural 

planning; management of the construction of properties that are tailored to potential tenants, in relation to which 

the Company has engaged in lease contracts in advance through the professional management team employed 

by the Group; the level of demand and supply of properties of a similar type which dictate the terms of the lease 

contracts and the potential changes thereto; know-how and experience in marketing, property management and 

operation; a diverse tenant mix; positive goodwill; and business positioning and financial strength which allows 

an immediate response to attractive business opportunities. 

10.1.6 Main entry and exit barriers of the operating segment and changes occurring therein 

Barriers to entry – In the Company's estimation, entities operating in this operating segment require mainly equity 

and financial strength. Also important are professional know-how, experience in the development sector, a 

positive reputation in the industry and available and planned land reserves in areas with high demand for leasable 

space in office buildings. Development in the segment requires financial soundness which enables operating in 

the development segment at relatively low financing costs 

Barriers to exit – Exiting this operating segment is primarily contingent on the ability to liquidate properties, which 

is a direct result of the location of the properties, their physical condition and the condition of the economy, as 

well as various costs, including in connection with land taxation. 

10.1.7 Structure of competition in the operating segment and changes occurring therein  

See Section 10.2 of this Chapter A for a description of the structure of competition in this operating segment. 

10.1.8 Manner of performance of the Company’s acquisitions  

See Section 9.1.8 of this Chapter A for a description of the manner of acquisition and disposal of the Group's rights 

in properties. 
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10.2 Competition 

The income-producing real estate sector in general, and the office and other space for lease segment in 

particular, are characterized by intense competition. Competition in the office and other space for lease in Israel 

segment revolves around several parameters, chief of which are the: (1) geographic location of the properties and 

the level of demand for leasable space in the area; (2) rent level and management and maintenance costs; (3) 

quality of construction of the leased buildings; (4) standard of auxiliary services, and (5) the lessor's reputation. 

The competition in this sector exists both at the stage of identifying properties for enterprise, development and 

property construction purposes and at the stage of lease-up of the properties. In Israel the Group is exposed to 

competition by numerous companies engaged in the lease of business real estate, in areas of demands similar to 

those in which the Group’s properties are situated, while in most cases, the competition is local. Thus, for example, 

prestigious office buildings in Tel Aviv compete against the Azrieli Tel Aviv Center, Azrieli Sarona and Azrieli Town, 

and other alternatives for office buildings in the area compete against the Herzliya Business Park.  

To the best of the Company's knowledge, several entities are operating in Israel and holding significant portions 

of leasable office and other areas, including REIT 1 Ltd., Gav Yam Land Ltd., Nitzba Holdings 1995 Ltd., Industrial 

Buildings Ltd., Levinstein Properties Ltd., Minve Real Estate Group, Blue Square Real Estate Ltd., Tidhar Group Ltd, 

Acro Real Estate Ltd., and Amot Investments Ltd. In the Company's estimation, the scope of its operations in the 

office and other space for lease in Israel segment is of the most significant from among the leading companies 

in the sector, especially once the projects that are under various stages of construction as of the Report Date are 

completed. 

The factors assisting the Company to deal with the competition in this segment are as follows: 

▪ The Company's volume of operation in the segment enables the Company to communicate with companies 

and service providers at beneficial terms, and it further enables it to specialize in the management of 

commercial parks and office buildings in an efficient manner which leads to savings in costs and in 

manpower.  

▪ Most of the Company's tenants are companies with high financial strength and the lease agreements 

therewith are for a relatively long period of time. 

▪ The Company's office and other space for lease is located in areas of high demand, enabling the Company to 

lease the properties to numerous diverse types of tenants. 

▪ The unique characteristics of the Group's properties, such as: mixed-use assets (the office spaces are part of 

properties that include additional uses, e.g.: retail, residence, hotels and senior housing in proximity to the 

office space for rental), access to public transportation, including the railroad and underground car parks for 

the convenience of the tenants and their customers. 

▪ Most of the Company’s office space is characterized by its high quality and prestigious nature, which 

distinguishes the Company's property from those of the competing companies and strengthen its 

competitive edge. 

▪ Sole ownership of the properties allowing the Company flexibility in responding to various requirements of 

tenants, such as the lease of large areas, etc.  

▪ Management of the Company’s properties through designated management companies, wholly owned by the 

Group, which have considerable experience and expertise.  

10.3 Goals and business strategy in the segment 

See Section 29 of this Chapter A for details on the Company’s goals and the Group’s strategy. 
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10.4 Material Properties  

The following table presents a summary of figures pertaining to material properties of the Group in the leasable office space segment as of 31 December 2025, which were 

appraised by the valuator Mr. Ronen Katz, a partner at Greenberg Olpiner & Co. (*) by applying the income capitalization method: 

Name and Features of Property Year 

Information Item 
According to Regulation 8B(i) (as 

applicable) 

Fair value/book 
value at end of 

period  
(NIS in millions) 

Rent 
revenues 
during the 

period  
(NIS in 

millions) 

Actual NOI 
during the 

period 
(NIS in 

millions) 

Rate of 
return (%) 

Adjusted rate 
of return (%) 

Return on 
cost (%) 

Property 
Value to 

Debt Ratio 
(LTV) 

Revaluation 
profit (loss) 

(consolidated) 
(NIS in 

millions) 

Occupancy 
rate as of end 
of period (%) 

Average 
monthly 
rent per 

sqm from 
main use –  

(in NIS) 

Ratio of 
average store 
revenue per 

sqm to 
average rent 

per sqm 

Other assumptions underlying 
the valuation 

Azrieli Sarona 
Tel Aviv 

Region Israel 2025 4,046 187 257 6.34% 6.26% 16.95% 0% 144 98% 153 N/A Main rent cap rate – 5.9% 
Weighted cap rate–6.07% 

Functional currency NIS 

2024 3,857 193 245(*) 6.35%(**) 6.33% 16.19%(**) 0% (76) 100% 148(*) N/A Main rent cap rate – 5.8%. 
Weighted cap rate–6.10% 

Main use Offices 

Construction cost 
(NIS in millions) 

1,514 

2023 3,945 186 234 5.93% 6.08% 15.45% 0% 150 100% 144 N/A 
Main rent cap rate – 6% 

Weighted cap rate – 5.91%62 Corporation’s share 
(%) 

100% 

Azrieli Tel 
Aviv Towers 

Region Israel 

2025 4,627 233 270 5.84% 6.21% 20.93% 0% 156 100% 138 N/A 
Main rent cap rate – 6.00% 
Weighted cap rate – 6.10% 

Functional 
Currency 

NIS 

Main Use Offices 

2024 4,410 223 259 5.88% 6.35% 20.08% 0% 122 100% 133 N/A 
Main rent cap rate – 6.00% 
Weighted cap rate – 6.10% Construction Cost (NIS 

in millions) 
1,292 

Corporation’s share (%) 100% 2023 4,229 210 249 5.89% 6.4% 19.27% 0% 130 100% 128 N/A 
Main rent cap rate – 6.25% 

Weighted cap rate – 6.15%63 

 
* Mr. Ronen Katz is a certified real estate appraiser, with a B.A. in Agricultural Economy and Administration from the Faculty of Agriculture at the Hebrew University of Jerusalem, and experience as a 

real estate appraiser since 1997. 
For a summary of figures regarding a material property under construction – the expansion of Azrieli Center (the Spiral Tower), see Section 9.1.10 of this Chapter A. 

**  Restated  
 

 
62 Approx. 18% of the rent (for areas leased at bare-shell level) were capitalized according to a cap rate of 5.0%.  
63 Approx. 31% of the rent (for areas leased to long-time tenants) were capitalized according to a cap rate of 5.75%.   
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Furthermore, these Regulations have been granted signif icant support and enhanced enforcement measures upon 
the approval of Amendment No. 13 to the law as mentioned above, including increased f ines for violation of the 
Regulations. 

26.1.3 Senior housing  

Restrictions on and supervision of the senior housing operating segment 

Operations in the senior housing segment are mostly regulated by the provisions of the Senior Housing Law, which 
prescribes, inter alia, the duty to receive an operation l icense for the management and operation of a senior home, 
provisions in respect of the requirements and conditions for the receipt of a senior home operation l icense, the 
contractual relationship between the operator and the resident, the duty to enter into a written engagement 
agreement, the provision of collateral to secure the repayment of the funds of the residents�W deposits, provisions 
in connection with vacation of residents, and more. 

Additional provisions of law applicable to the senior housing segment are established in the Senior Housing 
Regulations, as specif ied in this Chapter A below. 

The Senior Housing Law 

The Senior Housing Law prescribes, inter alia, that the operation of senior homes requires the receipt of an 
operation l icense on behalf of the Commissioner of Senior Homes at the Ministry of Social Affairs and Social 
Security ���S�G�D���YCommissioner of Senior Homes�Z�� and is subject to compliance with several conditions prescribed 
by the said law, including the applicant for the license being the owner or long-term leaseholder of the land of 
the senior home in respect of which the l icense is requested, there being no conviction of the l icense applicant 
and the senior home manager of certain offences, proof of the f inancial stabil ity of the l icense applicant to ensure 
the proper operation of the senior home and so forth. The operation of a senior home without an operation l icense 
or other than according to the conditions of the l icense constitutes an offence that carries various f ines and 
incarceration penalties. As of the Report Release Date, the regulations regulating the issuance of the operation 
l icenses for senior homes have not yet been published. 

Furthermore, the Senior Housing Law regulates additional matters, including the following: (1) The duty to make 
a written engagement agreement between the holder of the senior home �N�O�D�Q�@�S�H�N�M���K�H�B�D�M�R�D�����S�G�D���YOperator�Z��or 
�YLicense Holder�Z) and the person seeking to be a resident of the senior home; (2) The specif ication of basic 
mandatory services the Operator is obligated to provide the residents; (3) The duty to set up an LTC unit for senior 
homes consisting of at least 250 residential units, while the Commissioner of Senior Homes is authorized to 
exempt the senior homes from this duty in accordance with the terms and conditions stated in the Senior Housing 
Law; (4) Limitation on arbitrary increases of the management fees and any other payment , which the resident 
does not have the actual abil ity to waive; (5) The right of  the residents to set up a resident�R�W���Q�D�O�Q�D�R�D�M�S�@�S�H�U�D���A�N�C�X��
at the senior home, and more. 

On 25 July 2018, an amendment was published to the Senior Housing Law (the Senior Housing Law (Amendment), 
5778-�� �� �� �� �������S�G�D���YAmendment to the Law�Z��, concerning amendment of the provisions pertaining to the collateral 
�T�R�D�C���S�N���R�D�B�T�Q�D���S�G�D���E�T�M�C�R���N�E���S�G�D���Q�D�R�H�C�D�M�S�R�W��deposits122, which prescribes that in a case where the Operator holds 
an amount exceeding 7%  of the Deposit paid for a resident or NIS 70,000, whichever is lower, it is required to 
register a f irst-ranking mortgage in favor of a trustee to be appointed by the residents on its right in the land on 
which the senior home where the resident l ives is built, and if  the senior home is registered as a condominium, 
the Operator may register the f irst-ranking mortgage on its right in the land in favor of the resident, on the 
apartment where the resident shall live. Alternatively, the Operator may provide the resident with a bank 

 
122 �Y�#�D�O�N�R�H�S�Z���T A payment made by a resident to an operating license holder under an engagement agreement, including as collateral 
for its compliance with the terms and conditions of the engagement agreement, which, under the terms and conditions of the 
engagement agreement, the operating license holder must repay to the resident, in whole or in part, when the engagement comes to 
an end, net of any sum deducted from such payment under the provisions of the engagement agreement and the law�X 
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guarantee from an insurer or banking corporation to secure the deposit funds, or transfer 40% of the Deposit to 

a trustee, at its choice, with the resident nominated as the beneficiary in the trust contract, and insofar as the 

Operator shall have chosen these options, the provisions pertaining to proof of the Operator’s financial stability 

and to the fund for the financing of medical expenses specified below shall not apply. The law further prescribes 

that in a case where the senior home is under construction and residents have not yet moved in, the Operator is 

required to provide any person who shall have paid the deposit funds with a bank guarantee from an insurer until 

it is possible to register a mortgage in favor of the resident. Accordingly, on 16 June 2022, the Senior Housing 

Regulations (Disclosure Document Form), 5778-2018, were amended, in the context of which amendment the 

options for the provision of collateral were updated to reflect the Amendment to the Law. It is noted that the 

collateral will be enforced upon fulfillment of one of the grounds set forth in the law, including insolvency of the 

Operator, a moratorium, a receivership order, a dissolution order, an order for the appointment of a receiver, or in 

circumstances of an absolute impediment to reimbursement of the deposit funds. 

The Amendment to the Law prescribes that the resident may not waive receipt of the collateral from the Operator 

and that the Operator will bear all of the costs entailed by provision of the aforesaid collateral (as distinguished 

from the Operator’s obligation to bear 20% of the said costs under the provisions of the Senior Housing Law prior 

to the date of the taking effect of the Amendment to the Law). 

Furthermore, pursuant to the provisions of the Amendment to the Law, an irregularities committee was 

established at the Ministry of Welfare, which may exempt an Operator, at its request, fully or partially, from 

provision of the collateral under the Senior Housing Law, and determine conditions to such an exemption, or 

alternatively, order the provision of alternative collateral, and it is further prescribed that the Commissioner of 

Senior Homes may require the Operator, at any time, to prove its financial stability by conducting such inspections 

as determined in the Senior Housing Law and also deliver the results of such inspections to the residents, subject 

to the conditions specified in the Amendment to the Law. 

In addition, provisions were determined regarding the establishment of a joint fund for the financing of medical 

expenses under circumstances of insolvency for the benefit of all of the residents, and the establishment of a 

joint fund for the financing of expenses due to insolvency – these funds will be managed by the Custodian 

General. 

The Amendment to the Law includes transitional provisions whereby the provisions of the law shall apply 

retroactively, such that they will also apply to agreements that were made prior to the amendment. The 

Amendment to the Law took effect 18 months after the publication thereof (i.e. in late January 2020), with the 

exception of the sections concerning the irregularities committee, the examination of financial stability, the fund 

for the financing of medical expenses under circumstances of insolvency and the fund for the financing of 

expenses in a case of insolvency, which took effect 6 months after the date of publication (i.e., at the end of 

January 2019). 

Senior Housing Regulations 

The Senior Housing Regulations (Disclosure Document Form), 5778-2018 – These regulations entered into force 

on 5 April 2018 and were amended on 14 June 2022. The regulations determine the content of the disclosure 

document that the operator is required to hand over to a resident with whom the operator expects to enter into 

an engagement agreement. According to these regulations, the operator is required to disclose and provide to the 

prospective resident, inter alia, information and details regarding the operator and its identity, details about the 

operator’s license, details about services to be provided by the operator, details 153regarding the operator’s 

rights in the land on which the senior home is built and operates, a description of the public areas, a breakdown 

of payments, a specification of collateral, and all other details required to be disclosed in accordance with these 

regulations and the Senior Housing Law. 

Draft Senior Housing Regulations (Financial Stability), 5784-2024 – These draft regulations were published for 

public comment on 30 September 2024 and prescribe the financial conditions with which a license applicant is 

required to comply, inter alia, in order to demonstrate its financial stability, and as a condition for receipt of an 
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operating license. As specified in this draft, as part of the application for a license, the license applicant is required 

to submit to the Commissioner of Senior Homes, inter alia, audited financial statements signed by a CPA and other 

documents certified by an attorney and/or signed by a CPA on behalf of the license applicant. These regulations 

also establish the manner in which the financial stability of the license applicant will be assessed, as well as a 

mechanism for applying for reconsideration of the Commissioner’s decision pursuant to these regulations. As of 

the date hereof, these regulations have not yet been approved and are under discussion by the Welfare and Labor 

Committee of the Knesset. 

The Senior Housing Regulations (Apartment Specifications Form), 5778-2017 – These regulations took effect on 

17 January 2018. These regulations impose a duty on the Operator to attach to every engagement agreement 

with residents (pertaining to the occupancy of an apartment in a senior home) a detailed and accurate 

specification, which addresses all of the details and information as specified in the said Regulations. Furthermore, 

the Regulations stipulate that in the case of engagement contracts between senior homes and residents regarding 

the occupancy of senior homes under planning and construction, which are yet to be built or occupied, a plan of 

the future apartment, including exact measurements, must be annexed to such contracts in addition to the 

specifications of the future apartment. 

The Senior Housing Regulations (Residents’ Committee), 5778-2017 – These regulations took effect on 3 

December 2017. In summary, these regulations pertain to the right of residents in senior homes to appoint a 

representative body on their behalf and set out procedures for the election such representative body, its powers, 

the manner for convening its meetings, the manner of voting thereat, its term of office and so forth. 

The Senior Housing Regulations (Experience, Professional Training and Seniority Conditions for Senior Home 

Managers), 5778-2017 – These regulations took effect on 14 December 2017 and set forth the prerequisites and 

the experience and professional training requirements for a senior home manager, which include, inter alia, the 

duty imposed on a senior home manager to participate in a course and training according to various criteria 

prescribed by the regulations, as well as the requirement of at least three years of previous managerial 

experience. Furthermore, these regulations impose a duty on the holder of the license to operate the senior home 

to ascertain the enforcement and implementation of these regulations. The regulations further establish the 

prohibition on senior home managers to act in a conflict of interests in their capacity. 

The Senior Housing Regulations (Conditions for Senior Home Operations), 5781-2021 – These regulations took 

effect on 16 June 2021 and prescribe the conditions required for proper operation of a senior home, including 

the admission of new residents to the senior home, the senior home's responsibility for minimal physical 

conditions in the residential units of the senior home, assurance of the existence of facilities and services in the 

senior home, assurance of resident rights, and so forth. 

The Senior Housing Regulations (Medical Expenses Fund and Insolvency Fund), 5783-2023 – These regulations 

were promulgated and took effect on 9 July 2023. The regulations were promulgated following the amendment 

to the Senior Housing Law which set forth provisions for establishment of a joint fund for payment of health-

related expenses in circumstances of insolvency, for the benefit of all residents, as well as establishment of a 

joint fund for payment of expenses in cases of insolvency. These regulations require a License Holder to deposit 

a base amount in the medical expenses fund and in the insolvency fund, for the benefit of all the senior home 

residents who made a payment toward the deposit, as well as for all apartments the residents living in which 

made a payment toward the deposit. The regulations provide a mechanism to ensure consistency between the 

number of residents and apartments that made a payment toward the deposit and the amounts deposited in such 

funds, such that every January the License Holder is required to check whether any change had occurred in the 

passing year in the number of residents who made a payment towards the deposit or in the number of apartments, 

the residents living in which had made such a payment. If the number of residents has grown, the License Holder 

is required to make a deposit in the amount set forth in the Senior Housing Law, and if the number of residents 

has declined, the License Holder may choose between a refund from the Administrator General and keeping a 

positive balance. 
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With the exception of the aforementioned regulations, as of the Report Date, additional regulations applicable to 

the senior housing segment have not yet taken effect. To the best of the Company's knowledge, at this point there 

are additional regulations which pertain to the senior housing segment and whose legislation is yet incomplete.  

Frail and nursing-care patients – The People’s Health Ordinance and Regulations  

The People’s Health Ordinance, 1940, the People’s Health Regulations (Hospital Registration), 5726-1966, and 

the People’s Health Regulations (Nursing Staff in Clinics), 5741-1981, prescribe that the operation of hospitals, 

including wards for frail and nursing-care patients, requires a permit from the Ministry of Health and is subject to 

supervision thereby. Such regulations include provisions with respect to the physical structure of the facility, the 

adequacy of equipment, management procedures, the rights of hospitalized patients and staffing requirements 

and qualifications. 

Labor law 

Palace has employees in the senior housing operations and has also engaged with manpower agencies and 

manpower contractors for the receipt of various services in the senior homes, including cleaning, protection and 

security. Palace is therefore subject to labor law and particularly to the law applicable to engagement of 

contractor employees, including the Employment of Workers by Manpower Contractors Law, 5756-1966, the 

regulations promulgated thereunder, and the Enhancement of Labor Law Enforcement Law, 5772-2011. 

Planning and building laws, work safety and accessibility and consumer legislation 

In the context of the planning, development and construction processes of senior homes, Palace is subject, inter 

alia, to the planning and building laws, including the decisions of local authorities and the various zoning 

committees, and is also subject to the Equal Rights for Persons with Disabilities Law, 5758-1998 and the 

secondary legislation thereunder, and to the work safety laws. Furthermore, the operation of senior homes is 

subject to consumer laws, such as the Consumer Protection Law, 5741-1981 and the regulations thereunder, and 

the Control of Products and Services Law, 5718-1957. 

26.1.4 Rental housing in Israel 

The Company’s operations in the rental housing in Israel segment are subject, inter alia, to statutes and regulations 

in the field of land law, including statutes and regulations related to planning and building, supervision and 

municipal legislation, rental and borrowing, the Encouragement of Capital Investments Law, etc., as well as various 

decisions of statutory bodies. 

The Planning and Building Law, 5725-1965 and the regulations promulgated thereunder 

On 5 February 2018, the Knesset plenum passed, in the second and third readings, Amendment 120 of the 

Planning and Building Law (the ‘Affordable Housing Law’). The amendment seeks to promote a coherent policy 

and encourage the construction of affordable housing on both the local and national level, while improving the 

preexisting mechanism in the Planning and Building Law in three principal aspects: (a) Expansion of the powers 

of the planning institutions to include in plans under their authority provisions that pertain to affordable housing, 

such that a district committee is authorized to determine additional rights for long-term rental housing without 

limitation, with at least 25% of the residential units designated for reduced-price rental. Furthermore, an 

independent local committee can determine additional building rights of up to 25%, or 20% of the total area 

approved by the district committee, provided that the entire land is Israel land and the plan was submitted by the 

Israel Land Authority; (b) Amendment of the Sixth Schedule to the Planning and Building Law and the conditions 

included therein for the purpose of executing a plan that includes affordable housing123; (c) Addition of an 

 
123 According to the Schedule, affordable housing is one of the following: (a) Long-term rental housing or reduced-price rental housing. 
Long-term rentals are defined in the Schedule as rentals for a term of at least 20 years for rent that cannot be capitalized, with the 
lease granting options for an aggregate period of at least 5 years per tenant. Reduced-price rental housing is similarly defined, but the 
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arrangement pertaining to rental housing units at a price reduced as compared to market price, with the aim of 

facilitating and enabling the promotion of plans that include affordable housing124. 

It is noted that as part of the Economic Plan Law (Legislative Amendments for Implementation of the Economic 

Policy for Budget Years 2021 and 2022), 5782-2021 (the “2021 Arrangements Law”), the powers of local 

committees were amended as set out in Section (a) above, expanding local committees’ powers as concerning a 

determination of building additions to 50% (in lieu of 20%), and revoking the conditions limiting the powers of 

local committees to land promoted by the Israel Land Authority only. That is to say, the powers of local committees 

also apply to privately-owned land and to plans submitted by parties other than the Israel Land Authority. 

Furthermore, the 2021 Arrangements Law authorizes independent local committees to approve plans that 

include: (a) An increase of the total area permitted for residential construction at a rate that shall not exceed 

200%, provided that the plan determines that the provisions of the Sixth Schedule to the Planning and Building 

Law (Affordable Housing) will apply to the land. The 2021 Arrangements Law provides that such plan for 

additional area shall not contradict a comprehensive outline plan, unless the built-up areas on the lot do not 

exceed the built-up areas that may be approved for the lot under the comprehensive plan by more than 60%, and 

where approval of the plan by the district committee is obtained – do not exceed 120% of the built-up areas; (b) 

The addition of residential uses to a lot designated for commerce or retail (excepting the area of a lot on which 

the use of land for industry or high-tech industry or workshops is permitted), at a rate not to exceed 100% of the 

total area permitted for construction, provided that the provisions of the Sixth Schedule shall apply thereto, as 

well as the provisions of Section 63C of the Planning and Building Law, which prescribes, inter alia, that in a plan 

to which the section applies, at least 25% of the total units under the plan and 20% of the total area permitted 

for the construction of residential units shall be designated for reduced-price rental housing units; and the 

additional area will expire insofar as no application for a building permit to execute the addition is submitted 

within 5 years from the date of approval of the plan. 

Further to the foregoing, the Economic Plan Law (Legislative Amendments to Implement the Economic Policy for 

the Budget Years 2023-2024), 5783-2023, also known as the "2023 Arrangements Law", expanded the powers of 

local committees to approve plans: redesignation from offices or commerce to residential, by the local committee, 

and increase of the total permitted area for residential construction. 

The Rental and Borrowing Law, 5731-1971 

The Rental and Borrowing Law regulates various contractual and property aspects pertaining to rental and 

borrowing rights. The law applies to any residential lease, save for the residential lease of an apartment in the 

following cases: (1) A term of lease shorter than three months with the parties to the contract not having the right 

of choice to extend the term of the lease; (2) A term of lease that exceeds ten years; (3) Where the rent is higher 

than NIS 20,000 or a different amount as determined by the Minister of Justice; (4) Apartments in a home, senior 

home, student dormitories, or lease of an apartment which is governed by the Tenant Protection Law. 

Encouragement of Capital Investments Law, 5719-1959 

The purpose of the Encouragement of Capital Investments Law is to encourage investments and various economic 

initiatives; among other things, one of the objectives of the law is to increase the supply of rental apartments. 

Chapter VII-1 of the Encouragement of Capital Investments Law addresses the encouragement of investment 

toward construction for rental and the benefits to owners of rental or institutional rental buildings. Under the law, 

rental building owners may be entitled to tax benefits in acquisition, expansion or construction. As noted, Chapter 

 
lease carries a reduced price for eligible persons. An eligible person is anyone who satisfies the threshold conditions determined in 
Government Resolution 203 (Housing/13) of the Ministerial Committee for Planning, Building, Land and Housing on 22 June 2015, i.e., 
a homeless couple or individual who is 26 or older. 
124 In reduced-price rental housing, the rent will be 20% less than the price determined by the State Appraiser and will not exceed the 
reduced rent cap. A local authority has the power to determine, for land not owned by the Israel Land Authority, varying reduction rates, 
and there is a limit on rent increases. The regular and reduced rent may be increased once a year by the rate of the increase in the index 
and an additional amount that the Minister may determine in regulations. After five years, the market price can be updated according 
to a decision of the State Appraiser. 
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Vii-1 of the Law grants various tax benefits to owners of rental buildings and/or institutional rental buildings 

approved as certified properties and used for apartment rental in accordance with the conditions specified in the 

Law. 

On 18 November 2021, the Economic Plan Law (Legislative Amendments for Implementation of the Economic 

Policy for Budget Years 2021 and 2022), 5782-2021 was published in the Official Gazette, under which, inter alia, 

the Encouragement of Capital Investments Law was amended and the ‘institutional rental’ scheme took effect, 

which grants benefits to owners of institutional rental buildings and/or buyers of institutional rental building 

serving as “successor lessors”, which comply with the conditions specified in the law for this purpose. 

The tax brackets in respect of a lease of apartments in a building for institutional lease will be in the first lease 

period (5 years): 11% corporate tax, in the second lease period (5 lease years after the end of the first lease 

period): 9% corporate tax, a third lease period (5 lease years after the end of the second lease period): 7% 

corporate tax, and in the lease period after the third lease period: 5% corporate tax. The tax brackets are also 

relevant to the sale of apartments.  

The tax rate on dividends originating from taxable income generated from the sale or lease of apartments in a 

building for institutional lease is 20%. 

For an apartment leased on an institutional lease track, the Company will be entitled to claim accelerated 

depreciation at the rate of 20%.  

There is also a VAT exemption in respect of the sale of apartments that were made available for lease for the 

minimum required period.  

Encouragement of Construction of Rental Apartments Law, 5767-2007 

The Encouragement of Construction of Rental Apartments Law applies to companies defined as companies 

“owning a rental building”125, and grants various tax incentives to companies that hold buildings for long-term 

lease. It is a unique scheme for the receipt of tax incentives, and a company that chooses it cannot claim relief via 

other schemes or switch to another scheme after making its choice. 

The tax incentives are divided into two categories: (a) Exemption from appreciation tax upon the sale of a right in 

land that constitutes a “rental building”; (b) Grant of an option for depreciation deductions at the rate of 20% as 

losses permitted to be offset under the Income Tax Ordinance, provided that the building is a “rental building” 

which is held by the same company for a total period of at least 10 consecutive years. 

Local authority directives and municipal bylaws 

The Company is subject to local authority directives and municipal bylaws, including the payment of levies, 

municipal property tax (Arnona) for periods when the residential units are not leased, and so forth. 

26.1.5 Hospitality 

The Company's activities in the hotel industry are subject, inter alia, to the provisions of law, compliance with 

which is a condition by law for its current operations in the segment, as well as provisions of law that affect or 

may affect its operations and business results, as follows: 

The Planning and Building Law, 5725-1965 

 
125 A company that owns all the rights in a rental building and satisfies the following conditions: (a) It is a resident of Israel; (b) It is not 
a closely held company, a family company or a transparent company. “Lease” is defined by law as a case where an apartment is leased 
for periodic rent, which cannot be capitalized, for a term of at least one year. A “rental building” is defined as a permanent structure 
comprising at least 16 apartments on 4 floors, the average main area of which does not exceed 100 sqm, at least 70% of the apartments 
in which are leased as residences, and construction of which was completed after 31 December 2006. 
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This law prohibits construction without obtaining a building permit or construction in deviation from a granted 

permit and/or from approved building plans. Construction of buildings, including hotels, is subject to the Planning 

and Building Law and the regulations promulgated thereunder. 

The Tourism Services Law, 5736-1976 

This law and the regulations promulgated thereunder regulate, inter alia, the operation of hotels in Israel, 

including, among other things, the services provided by hotels, hotel ratings and the duties imposed on hotel 

owners. 

The Business Licensing Law, 5728-1968 

This law allows the local authorities, where hotels operate, to prescribe conditions for the grant of business 

licenses. As part of the conditions for obtaining such business licenses, the Company is required, as part of its 

hotel business, to comply with firefighting laws (thus, the Company is subject to compliance with the Firefighting 

Services Regulations (Fire Extinguishing Equipment in Hotels), 5732-1972, and the requirements of the Israel Fire 

Services Authority thereunder), a poison permit (issued by the Ministry of Environmental Protection for those 

dealing with poisons under the Hazardous Substances Law, 5753-1933, in connection with the operation of hotel 

swimming pools). On 1 January 2019, Amendment No. 34 to the said Business Licensing Law came into effect, the 

purpose of which is to facilitate the bureaucratic process for obtaining a business license, according to the risk 

levels associated with the business establishment. 

The Labor Inspection Organization Regulations (Safety Officers), 5756–1996 

These regulations establish and regulate the duty to employ a safety officer in hotels that have more than 50 

employees. 

The Labor Inspection Organization Regulations (Safety Management Plan), 5773-2013 

These regulations impose on certain places of work, hotels among them, the duty to establish a work safety 

management plan the purpose of which is to prevent workplace accidents and occupational diseases and comply 

with legislative requirements relating to occupational health and safety. The regulations regulate the provisions 

of the duty under this plan, the functions who may prepare the plan and the duties imposed on them and on the 

holder of the workplace. At the same time, the regulations provide for an exemption mechanism, whereby the 

holder of a workplace, and in our case – hotel owners, may apply to the Regional Labor Inspector with a reasoned 

written request to exempt them from the duty to prepare a safety management plan, if they believe that the 

workplace entails no risks that merit the preparation of such plan. 

The Consumer Protection Law, 5741-1981 

This law and the regulations promulgated thereunder establish various provisions relating to the activities of the 

Company in the hotel industry, including the prohibition on misleading (including in advertisements), disclosure 

duty to consumers, consumer cancellation rights, special sales (deals), remote sale transactions (online and 

telephone bookings), cancellation of remote sale transactions by consumers who are persons with disabilities, 

senior citizens or new immigrants (Olim Hadashim), holiday unit purchases, telemarketing activities, price display 

rules, and more. 

The Equal Rights for Persons with Disabilities Law, 5758-1998 

This law and the regulations promulgated thereunder apply various provisions to the Company that require 

making accessibility adjustments for the hotels and services provided there, to persons with disabilities. 
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Municipal by-laws and municipal taxation laws 

In addition to the aforementioned restrictions, the Company's activities in the hotel industry are subject to 

relevant legal provisions and in particular to the tax laws and municipal by-laws of each of the local authorities in 

the location of the Company's hotels in Israel. 

26.1.6 Business Licensing 

In the framework of the operations of the Group’s companies, some of the Group’s companies are required to 

obtain a business license pursuant to the Business Licensing Law, 5728-1968. To the best of the Company's 

knowledge, as of the Report Date, all of the Company's properties have a valid business license or are in the midst 

of proceedings for the renewal or issuance of a business license (including such which had expired), as required 

under the Business Licensing Law, 5728-1968. In addition, in the lease agreements in which the Group engages 

with the various lessees, the lessee is required to hold a business license as required by law for the operation of 

its business on the property. 

26.1.7 Economic Competition 

In the framework of expansion of the Group’s operations, inter alia, by acquiring shares in companies owning the 

rights in real properties, by the Group and the Group’s companies may require, under certain circumstances, to 

approve the merger pursuant to the Economic Competition Law, 5748-1988. 

26.1.8 Residential Sales  

The Planning and Building Law, 5725-1965 

The Planning and Building Law, 5725-1965 (the "Planning Law"), prescribes that the performance of construction 

work requires first obtaining a permit from the competent authorities, and construction without a permit or in 

violation of a permit constitutes a criminal offense under Sections 203-255 of the Law. In this context, 

Amendment No. 101 to the Law, also known as the "Balconies Reform", entered into force gradually beginning in 

August 2014. The purpose of this amendment was to reduce the level of bureaucracy in the planning and 

construction sector and to streamline approval and licensing procedures. Among the provisions introduced were 

maximum timeframes for the review of plans, the establishment of independent supervisory institutes for 

licensing purposes, and the transfer of numerous powers from the district committees to the local committees. 

Full implementation of the amendment was completed in early January 2016. 

Subsequently, on 4 July 2016, the Planning and Building Regulations (Construction Licensing), 5776-2016, were 

published, with the aim of improving the accessibility and efficiency of the building licensing process. The 

regulations introduced the "Available Licensing" ("Rishui Zamin") system, which converted the entire process – 

from preliminary information and planning, through the issuance of a permit, supervision, and control over 

construction performance, and up to the issuance of a completion certificate – into a transparent online process 

that is subject to oversight. 

In recent years, the Law has undergone additional amendments: Additional powers were granted to the ministerial 

committee authorized to declare sites as designated for redevelopment, and planning powers were transferred 

from the Minister of the Interior to the Minister of Finance, including the Planning Administration itself. In the 

context of temporary provisions, planning concessions were also introduced, such as the ability to increase 

building rights by up to 20% with subject to approval by the local committee, the addition of up to 10% housing 

units on a lot over and above the otherwise permitted cap, and the subdivision of ground-floor apartments to 

create an additional housing unit. At the same time, a provision was introduced requiring a planning authority to 

require letters of indemnification as a condition for the deposit of a plan. 
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The Economic Arrangements Law approved in November 2021 introduced another significant change, prescribing 

that new plans, the decision to deposit which is made after January 2023, will be reviewed without the possibility 

of quantitative concessions, such as additions to building areas, to the number of housing units or to building 

heights. However, concessions on other matters will be permitted only in cases for which the regulations 

expressly provide. Longstanding plans were granted a three-year transition period under the previous concession 

framework, with a possible extension for two additional years, subject to approval by the Minister of the Interior. 

It was clarified that the ability to submit applications under the old regulations would be preserved only for 

applications submitted before 31 December 2024. 

On 3 April 2025, Amendment No. 160 to the Planning Law was published, allowing for approval, under plans 

subject to local authority, of all matters that could have been approved as concessions prior to Amendment No. 

134 to the Law, following which, the Planning and Building Regulations (Significant Deviation from a Plan) were 

amended. Amendment No. 134 to the Law was intended to streamline licensing procedures in accordance with 

the new "Licensing-Oriented Planning" approach adopted by the Planning Administration, aimed at reducing the 

gaps between the planning stage and the licensing stage, thereby creating planning certainty for the 

implementation of plans and accelerating licensing procedures by reducing the gaps between planning and 

execution. 

Area-calculation regulations, the Swords of Iron war, and the Israel Land Authority 

On 29 November 2023, the Planning and Building Regulations (Calculation of Areas and Building Percentages in 

Plans and Permits) (Amendment), 5784-2023, were published, and on 3 December 2023 the regulations entered 

into force. The updated regulations allow planning authorities to determine, at their discretion, the allocation of 

building areas under a plan into main areas and service areas but no longer require them to do so. This change 

allows for more flexible planning based on the total of building areas approves, and results in the simplification 

of regulation, shorter processing times, and increased uniformity in licensing procedures. 

Following the outbreak of the Swords of Iron war, the Extension of Periods and Postponement of Deadlines Law 

(Temporary Order – Swords of Iron) (Planning and Building and Public Land), 5784-2023 was enacted to regulate 

temporary extensions and postponements of statutory deadlines established under the Planning and Building 

Law and the Promotion of Construction Law. Under this law, in localities adjacent to the Lebanese border and the 

Gaza Strip, a suspension period (excluded from the count of days) was established between 7 October and 15 

December 2023, whereas the suspension period for the other parts of the country was established between 7 

October and 31 October 2023. 

The Israel Land Authority Law, 5720-1960, regulates the role of the Israel Land Authority (ILA) as the body 

responsible for managing, marketing and allocating state-owned land. The ILA, which was established as part of a 

reform intended to improve the efficiency of the real estate sector and accelerate the increase in housing supply, 

is authorized to cancel transactions where contractually stipulated construction completion deadlines are not 

met. In such cases, the ILA refunds the amounts paid by the buyer, after deductions in accordance with the 

provisions of the agreement. 

Safety laws, contractors and standards 

The Registration of Contractors for Construction Engineering Work Law, 5729-1969, regulates the registration 

and supervision of construction contractors in Israel, to ensure that construction engineering work is performed 

by qualified professionals. Under the Law, only a contractor registered in the Contractors Registry of the Ministry 

of Construction and Housing and holding the appropriate classification may carry out construction work of certain 

scales, according to the registration sector – primary or secondary. The Law also defines the conditions for 

registration, the powers of the Registrar and enforcement measures, including disciplinary and criminal 

proceedings against persons operating without a valid permit. 

In addition, construction work is subject to the provisions of the Work Safety Ordinance [New Version], 5730-

1970, and the regulations promulgated thereunder, which prescribe mandatory directives for safety management 
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at construction sites, the use of protective equipment, employee training, ongoing supervision and environmental 

quality control. To ensure compliance with the regulations, each site is required to have site foremen, safety 

assistants, safety officers and project engineers, whose role is to supervise the actual implementation of safety 

procedures and risk control. 

Following the increase in workplace accidents in the construction sector, many companies in Israel invest in 

advanced control measures, computerized safety management systems and periodic training. Standards 

published by the Standards Institution of Israel establish the construction standards and the materials used 

therein. 

The Sale Law (Apartments) and Sale Law (Apartments) (Securing the Investments of Apartment Buyers) 

The Sale Law (Apartments), 5733-1973, regulates the relationship between apartment sellers and apartment 

buyers and is intended to protect buyers, inter alia, against construction defects, handover delays and information 

gaps vis-à-vis developers. The Law requires every apartment seller to attach specifications and detailed plans of 

the apartment to the sale agreement, and to provide instructions for use and maintenance upon handover of the 

apartment to the buyer. The Law imposes liability on the seller for the repair of defects discovered after handover 

and defines two liability periods: the inspection period – from the handover date and for such periods as specified 

by the Law, according to the type of defect; and the warranty period – three years as of the date of expiration of 

the inspection period. 

Subsequent amendments to the Law have reinforced buyers’ rights. Among other things, Amendment No. 6 

requires contractors to issue a price list for the apartment components and to allow changes to or waivers of 

certain items within a time limit; Amendment No. 7 reduced the legal fees that the contractor’s counsel may 

charge the buyer; and Amendment No. 8 established a cap for the interest rate applicable in the event of a 

payment default by the buyer. 

A significant amendment – Amendment No. 9 of 2022 – restricted the ability to link the price of the apartment to 

economic indices other than the Construction Input Index, and revised the compensation mechanism for delays 

in delivery: (a) for a delay of one month – no compensation shall apply; (b) for a delay of one to four months – 

compensation in the amount of the rent payable for a comparable apartment; (c) for a delay of five to ten months 

– compensation at the rate of 125% of the compensation under subsection (b); and (d) for a delay of eleven 

months or more – compensation at the rate of 150% of the compensation under subsection (b). 

The provisions of the Law are mandatory and may not be deviated from, except for the benefit of the buyer. 

In addition, the Sale Law (Apartments) (Securing the Investments of Apartment Buyers), 5735-1974, requires 

developers to secure buyers' funds through one of the mechanisms listed in Section 2 of the Law, including the 

provision of a bank guarantee or insurance policy to the buyer, in the amount of every payment made. All project 

funds are managed within a designated closed financing framework, under the supervision of the financing bank 

over the developer and the project throughout the construction of the project and until the apartments are 

delivered to the buyers. An amendment to this Law in 2017 extended the collateral obligation to insurance 

companies as well and prescribed that the guarantee applies only to the transaction amount without the VAT 

component, along with the creation of a designated fund to ensure the reimbursement of the VAT component 

upon realization of the collateral. 
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Urban renewal – Redevelopment and NOP 38 

The declaration of a site as suitable for redevelopment is under the authority of the government pursuant to 

Section 33A of the Planning and Building Law, and projects of this type are governed by the Redevelopment Law 

(Encouragement of Redevelopment Projects), 5766-2006. The Law is intended to remove legal and economic 

barriers facing developers and apartment owners and allows courts to order the execution of a transaction even 

if some of the apartment owners are opposed thereto. The majority currently required for an urban renewal 

project is at least two-thirds of the owners of apartments in the complex, subject to additional conditions for each 

and every building. 

In recent years, the Law has been amended several times, inter alia, to provide additional protections for 

apartment owners, including elderly apartment owners or owners requiring nursing care, to establish an 

indemnification mechanism among residents and to establish a mechanism involving a certified appraiser for 

assessing the economic viability of the transaction. 

Under the Economic Arrangements Law, new provisions were introduced in 2023, including, inter alia, a limitation 

on the duration of engagement in redevelopment transactions and the establishment of a mechanism for 

compensation of developers if the transaction is cancelled. 

The Redevelopment Regulations (Encouragement of Redevelopment Projects) (Payment for Cancellation of an 

Urban Renewal Transaction), 5785-2025, establish the amount of compensation to which the developer is entitled 

where a transaction is cancelled. 

The Governmental Urban Renewal Authority Law, 5776-2016, has established a designated governmental body 

for promoting projects, providing incentives in peripheral areas and reducing regulatory barriers. The Law also 

allows for municipal property tax relief for owners whose apartments have been upgraded through a project, and 

it also expands the appreciation tax exemption to rights deriving from the applicable zoning plan, rather than only 

from NOP 38. 

Upon the expiration of NOP 38 in August 2024, the "Shaked Alternative" – Amendment No. 139 to the Planning 

and Building Law was introduced, which entered into force in July 2022. The alternative establishes two principal 

tracks: The first – demolition and reconstruction of up to 400% of the existing building area, with possible 

expansion to 550% subject to approval by the Minister of the Interior; and the second – a track for reinforcement 

and densification of existing buildings through additional construction in accordance with the planning needs of 

the local authority. 

In January 2024, the Planning and Building Regulations (Fast-Track Licensing Plan), 5784-2023, entered into force, 

implementing the provisions of the amendment and facilitating a shortened and supervised track for the 

processing of plans and building permits. 

The Land Law (Reinforcement of Condominiums Against Earthquakes), 5768-2008, provides a legal framework for 

protecting buildings and approving projects even in the absence of unanimous consent among all residents. 

Under the Law, the Supervisor of Condominiums is authorized to approve a reinforcement or demolition-and-

reconstruction project once the agreement for its execution has been signed by the required majority of 

apartment owners. 

These measures are intended to ensure that urban renewal projects are promoted transparently and efficiently, 

while balancing the rights of apartment owners, the rights of developers, and the national objectives for 

increasing the housing supply in Israel. 

Land taxation in urban renewal 

Engagements in transactions for the purchase and sale of real estate are subject to the Land Taxation Law 

(Appreciation and Purchase), 5723-1963. In transactions carried out under NOP 38, owners of existing apartments 

are granted a significant relief in the form of an exemption from appreciation tax, subject to such conditions and 
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limits as prescribed by the Law. On 23 May 2023, significant amendments relating to the taxation of urban renewal 

projects were introduced through the Economic Arrangements Law. The amendments include, inter alia, reduction 

of the exemption on the receipt of cash consideration in a redevelopment transaction, such that cash 

consideration be exempt from appreciation tax up to the exemption cap and only with respect to one apartment 

in the complex per seller; regulation of the tax aspects in cases of transfer of rights between developers or the 

allocation of shares in urban renewal transactions; grant of a tax exemption also to owners of two existing 

apartments in the same building in NOP 38/2 transactions (demolition and reconstruction); entitlement of an 

owner of an apartment in a “preferred area” or an "elderly person", as defined by the Law, to an exemption for 

two apartments received in exchange for one existing apartment; entitlement of an owner of an apartment in a 

"peripheral area", or in the case of sale of rights in a public-housing apartment, to an exemption for one or more 

apartments in the building; alignment of the tax benefits granted to elderly persons in NOP 38/2 transactions 

with the benefits granted to them in redevelopment transactions; extension of the validity of Chapter Five (5) to 

the Land Taxation Law which grants the exemptions applicable to NOP 38 transactions until 31 December 2033; 

and reduction of the consent rate required for redevelopment transactions to two-thirds of the apartment owners 

to whom three-fifths of the common property in the condominium is attached. 

In addition, in 2013 an amendment to the Land Taxation Regulations (Appreciation and Purchase) (Purchase Tax), 

5735-1974, entered into force, allowing the buyer of a land right to receive a refund of one-sixth of the purchase 

tax he paid, to the extent that such tax was not deductible under the Income Tax Ordinance, provided that the 

purchase concerns a land right for which a plan is in place, permitting the construction of at least one apartment 

designated for residential purposes, and that a permit was granted for the construction of at least one residential 

apartment no later than 24 months as of the date of purchase of the right. Following the Swords of Iron war, 

temporary relaxations were granted with respect to the calculation of such 24-month period. 

Subsequently, on 15 October 2024, the Israel Tax Authority issued a professional position paper regarding 

taxation in NOP 38/2 projects. According to the position paper, in cases where an apartment owner elects to 

upgrade the replacement apartment allocated to him to another apartment of higher value and pays the 

difference in cash, such action, under certain conditions, shall not be deemed a taxable sale of land right, but 

rather a transaction for the commissioning of construction services and payment to the developer for such 

services, without the transfer of additional land rights. However, if the Director of Land Taxation determines that 

the transaction constitutes a sale transaction – purchase tax may be imposed depending on the circumstances. 

26.2 Outside Israel 

The Group’s operations in the U.S. and in England are subject to the laws and regulations in these countries, inter 

alia, in the relation to land, planning and building, lease, environmental protection and laws on the municipal level 

and in connection with land taxation. 

The data center operations are characterized by high requirements in the following areas: security, both physical 

and of computing and server systems, environmental requirements from the various systems used by the 

buildings (such as the cooling systems, generators, fuel storage for the generators, etc.), very high power 

redundancy requirement (prevention of general failure in the event that one of the system components fails), the 

communication, control and safety systems. Every development project in the field is subject to regulation and 

provisions prescribed by the relevant authorities, incl the receipt of operation permits and licenses from various 

regulatory bodies, according to the area where the operations take place. 

GM's operations in Norway are subject to the provisions of the Norwegian Security Act. This law is a 

comprehensive legal framework designed to ensure the security, resilience and integrity of providers of critical 

infrastructures in Norway, including data center services. The law, which was enacted to address developing 

security challenges, outlines the means required to be taken to protect assets and mitigate risks (such as the 

performance of risk assessments, preliminary planning of cases and responses, physical security and cyber 

security measures, periodic audits, etc.). As a key regulatory tool, this law plays a crucial role in improvement of 
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the overall security of organizations operating in Norway, in compliance with strict standards of confidentiality, 

integrity and availability. 

Below is a list of regulatory provisions that are relevant to GM’s operations in Norway and entered into force 

during the Report Period: 

Regulation on Grid Regulation and the Energy Market (NEM) – An amendment to these regulations imposes an 

obligation on electricity transmission companies to conduct maturity assessments for projects requesting power 

grid capacity allocation. This amendment modifies the "first come, first served" principle by prioritizing mature 

and viable projects, and allowing for the deferral or removal of non-viable projects from the queue. 

It is clarified that these regulations do not limit energy consumption by existing data centers, but rather only apply 

at the stage prior to the allocation or reservation of capacity for a project.  

Developers, including data center developers, may be required to make further progress with their projects before 

applying for grid capacity. However, a higher entry threshold may shorten queues and improve certainty for 

mature projects. 

The E-Com Act and its related regulations (Data Center Regulation) – In essence, the Act and the regulations 

establish specific requirements applicable to data center operators in relation to security and emergency 

preparedness and confer certain powers on the National Communications Authority (“Nkom”) under defined and 

exceptional circumstances. 

A new requirement arising from these arrangements is that operators must register with Nkom prior to 

commencing operations. Furthermore, operators are obligated to notify Nkom of incidents that result in a material 

adverse impact on the availability, authenticity, integrity, or confidentiality of the data center or its services. 

Additionally, the regulations impose administrative fines for violations of certain provisions where an operator, 

or anyone on its behalf, acted negligently or intentionally. 

The Act also includes a provision regarding “usage restrictions”, under which, for reasons of national security or 

other important public interests, a provider or operator may be ordered to implement restrictions on the use of 

electronic communication networks and services or data center services.  

Furthermore, the Act requires providers and data center operators to implement necessary usage restrictions in 

emergency situations posing a serious threat to life or health, national security, or public order, or in other cases 

as specified by law. 

Amendment to the Mapping and Planning Regulation (Land-use objective) – One of the objectives of these 

regulations is to facilitate the preparation of clear and unambiguous land-use plans. Under this amendment, a 

‘data center’ has been defined as a specific land-use sub-designation. The amendment applies to new zoning 

plans. Accordingly, future zoning plans will utilize this designation in lieu of the broader designations previously 

used for data center construction, such as ‘industry’ or ‘business’. 

To the best of the Company's knowledge, this change does not significantly restrict data center operators' access 

to land, but it may extend the duration between land acquisition and the commencement of construction, as more 

land parcels may require a designated planning process before being deemed suitable for the data center 

construction. Furthermore, the change may result in operators deferring land acquisitions until after the rezoning 

process is complete. Still, this change creates transparency and certainty regarding land use for developers in the 

sector. 
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27. Material agreements and collaboration agreements  

The Group is a party to collaboration agreements with third parties with respect to some of the projects within 

the Group’s activities.  

Excluding agreements which were specified in this Chapter, in the Additional Details Chapter (Chapter D of the 

Report) and in the Notes to the Financial Statements, the Company is not a party to any material agreements which 

are not in the ordinary course of business, or which were not described in any of the aforesaid chapters of the 

Report.  

28. Legal proceedings 

As of the Report Date, the Company and/or the Group companies are not a party to material pending legal 

proceedings, except as specified in Note 28 to the Financial Statements. In addition, as of the date of this Report, 

the Company and/or the Group companies are conducting various proceedings, as determined by law, inter alia, 

for the resolution of demands received from the various local authorities in respect of mandatory payments and 

levies, in a total amount that is immaterial to the Company. In respect of part of the proceedings, the Company 

included provisions in the Financial Statements on the basis of the opinion of the Company's outside advisors, 

under the circumstances of each matter.  

29. Goals and business strategy  

As a leading company in its segments of activity, the Company focuses on the income-producing real estate sector. 

In the retail centers and malls in Israel segment, the Company regularly focuses, on improving its existing 

properties, and acts to optimize the utilization of its commercial space and create a suitable tenant mix according 

to the changing demand needs, increase the number of visitors while maintaining and even improving the 

attractiveness of its malls and retail centers, continuing to offer management services to its properties through 

the Group’s management teams, maintaining the level of its tenants and renewing the lease agreements therewith 

for additional long-term periods. In the leasable office and other space in Israel segment, the Group places an 

emphasis on the location of the property, the uniqueness of the building, accessibility and parking, and supporting 

functions for the tenants and their employees in order to create differentiation against competing properties in 

the same areas of demand. In the senior housing segment, the Group laid an emphasis on the location, standard 

of service, varied activities’ contents and a supportive environment.  

The Group’s business strategy is to continue to invest in the expansion of its vast operations in the segment of 

retail centers and malls, mainly in mixed use projects, and by constant upgrade and improvement of its existing 

properties along with cleansing the mix of the services and/or stores, in the leasable office and other space in 

Israel, both in pipeline projects and in upgrading and improving the existing properties, and subsequently the 

development and expansion of the senior housing segment, the rental housing segment and lines of business that 

are close to the Company’s operating segments, through the purchase of land for development and construction 

of properties and/or the purchase of additional properties. In addition, the Company places emphasis on 

betterment of the existing properties, promotion of building plans and expansions for optimal use of the rights in 

its properties. The Company ensures that it maintains its sound financial strength and a relatively low leverage 

ratio. 

In the income-producing real estate in the U.S. segment, as of the Report Release Date, the Group is continuing to 

consider the disposition of assets in accordance with the market conditions.  

The Company estimates that its principal growth drivers are, inter alia, the projects undergoing planning and 

construction, development of new properties through the identification of lands for purchase while taking into 

account areas of demand, large population centers, central transportation junctions and high accessibility to 

public transportation. 
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Furthermore, the Company periodically examines additional opportunities for expansion of its operations into 

other business areas that are synergistic with or adjacent to the Company’s business, as additional growth drivers, 

while leveraging market conditions and/or situations of distress at leading target companies that generate cash 

flow. In this context, during the Report Period the Company acquired control of ZMH Hammerman and acquired 

the Mount Zion Hotel. 

During the Report Period, the Company continued to operate "Palace Tel Aviv", the longstanding senior home it 

purchased in 2015, the “Palace Ra’anana” senior home (formerly Ahuzat Bayit Ra’anana) that was purchased in 

2016, the senior home in Modi’in, the senior home in Lehavim, and is also in the process of construction of another 

senior home in Rishon LeZion. The Company is striving to continue developing the senior housing business and 

to create a significant portfolio with national presence and a 4-5 star finishing standard. In the Report Period, the 

Company continued to examine various ventures for the construction of new senior homes, identification of 

suitable land and purchase of existing senior homes, aiming to be a leading player in the senior housing market, 

both in terms of the number of residential units offered to residents and in terms of the standard of the services 

provided. For details regarding the award of a tender for construction of a senior housing project in Sde Dov, see 

Section 1.3.7 of this Chapter A. 

The rental housing in Israel segment – The Company’s plans in relation to the rental housing in Israel operating 

segment are, inter alia, to build a long-term rental platform, while further strengthening product differentiation 

and providing services of a high quality and standard.  

The data center segment – The Company has set its sights on becoming a significant player in the global data 

center market, focused on Wholesale and Hyperscale customers.  

The acquisition of companies in this industry is made as part of the Company’s growth strategy, under which the 

Company entered the data center industry, and for the purpose of expanding its operations in this industry. 

The Company intends to use the presence of GM in the European data center market, its experienced management, 

professional knowledge and business connections, in order to gain a foothold and grow in this market, which is 

characterized by high growth rates and high yields. The Company also intends to act in the future to expand GMG’s 

current operations in the European market (in Norway, Germany and England), with an emphasis on the expansion 

of the operations in the Nordic Countries in the coming years and in the medium-term, also expand into other 

countries in Northern Europe. 

The Company seeks and acts to expand its operations in the segment to other territories, both by expanding the 

operations of GMG, GM and the U.K. Companies and by additional mergers and acquisitions. The Company is also 

exploring various options for collaborations with additional investors and various alternatives for financing its 

operations in the data center segment according to the growth rate of such operations. During the Report Period, 

the Company completed the concentration of its holdings in the data center segment in Europe under GMG, inter 

alia, in order to facilitate capital raising from investors to support accelerating the development of its data center 

operations. The Company intends to examine during 2026 the possibility of raising capital as noted above by 

bringing in investors. 

The Company’s plans for GMG, GM and the U.K. Companies, and the data center segment in general, as specified 

above, are forward-looking information, within the meaning thereof in the Securities Law, which is based, inter 

alia, on the Company’s estimations according to information about the business of GM and the data center 

industry. Such estimations may not materialize, in whole or in part, or may materialize in a manner that materially 

differs from the Company’s estimations. The principal factors that may affect this are: Changes related to the 

operations of any of the companies in the segment and/or their customers and/or the operating segment in 

general, non-receipt of approvals required for the Company’s plans and/or materialization of the risk factors 

specified in Section 31 below. 
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The Company's goals as of the Report Release Date are based on the management's estimates in connection with 

the market conditions as of such date, and there is no certainty that the aforesaid will indeed materialize. For 

further details, see the Board of Directors’ Report. 

The residential sales segment – The Company focuses most of its operations, through ZMH Hammerman, on the 

development of urban, multi-family residential complexes, while maintaining and cultivating a high-quality 

contract construction work platform, for both ZMH Hammerman and third parties. ZMH Hammerman’s focus on 

the residential sector is based primarily on the perception of housing as an evolving essential consumer product, 

with expected steadily growing gross demand in the urban sector and relatively stable gross margins. The 

Company, through ZMH Hammerman, intends to continue pursuing this direction in the coming years as well. ZMH 

Hammerman strives to realize the projects in which it is involved as quickly as possible and accordingly places a 

particular emphasis on planning, execution, and marketing efforts from the early stages of project development 

and throughout construction. It is ZMH Hammerman’s policy to acquire, in cash or through combination 

transactions, land with valid building rights for which building permits may be obtained. ZMH Hammerman also 

examines the acquisition of land with valid outline plans and/or land intended for redesignation, utilization, and 

betterment. Furthermore, the Company and ZMH Hammerman are considering additional options for expansion 

of ZMH Hammerman’s urban renewal operations. 

30. Development forecast 

As previously reported by the Company, during the Report Period and until the Report Release Date, the Group 

has continued exploring business opportunities in Israel in connection with the expansion of its operations, 

primarily in the income-producing real estate sector, including the continued development of the senior housing 

segment and the rental housing segment, and commenced operations in the residential sales segment, through 

ZMH Hammerman. The Group has also examined business opportunities abroad, particularly in the data center 

industry. These opportunities are examined both by way of acquiring land reserves and property development 

and by way of acquiring properties and/or companies and/or operations from third parties and/or betterment of 

existing Group-owned properties, some of which opportunities have materialized as set out in the Company's 

reports. The Company regularly engages in the identification of opportunities for expanding the retail and office 

space in its existing properties as an addition to existing projects and is working to promote the betterment of 

such properties, which activity it is expected to maintain in 2025 as well. In the residential sales segment, the 

Company, through ZMH Hammerman, seeks to launch additional phases in active projects and to advance projects 

currently under construction. Furthermore, the Company, through ZMH Hammerman, is constantly considering 

entry into new projects in the residential sales in Israel segment. In addition, the Company continues to regularly 

look into its financial holdings, all according to its discretion as to the timing, structure and consideration of the 

transaction.  

31. Discussion of risk factors  

In the Company’s estimation, the Group is exposed to several fundamental risk factors deriving from the economic 

environment and the Group’s unique characteristics.  

The information concerning risk factors to which the Group is exposed is forward-looking information as defined 

in the Securities Law. The Company’s expectations with respect to this issue are based on past experience, the 

Group’s familiarity with the markets in which it operates and its estimations in relation to its economic and 

business development. However, the Group’s estimations regarding the following risk factors, including the 

extent of their effect on the Group's business, are forward-looking information, as defined in the Securities Law, 

based on the information held by the Group as of the Report Date and also include assessments and analysis of 

the Group. The effect of the materialization of any particular risk factor may differ from the Group's estimations, 

inter alia, due to factors that are not necessarily within the Group’s control. Furthermore, in view of the Group's 

continued examination of the expansion of its business, in particular in the real estate sector, the Group may by 

exposed in the future to additional risk factors, and the effect of any risk factor, if it materializes, may differ from 
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the Group's estimations. Notwithstanding the aforesaid, it is noted that the Group’s operations are characterized 

by a large number of tenants, numerous segments and geographic dispersion. These characteristics allow the 

Group to reduce its exposure to changes in a specific operating segment and to reduce its exposure to the 

business of a specific tenant. 

31.1 Macro-economic and financial risks 

31.1.1 The growth and consumption rates in Israel  

The Group’s operations are dependent, inter alia, on the growth of the Israeli economy and the per capita 

consumption rates, which affect the demand for the Group’s income-producing real estate space and the strength 

of material tenants in the Group's properties and their ability to comply with their obligations to the Group, as 

well as on the demand for residential units in the residential sales segment. In this context, see Section 6.1.1 of 

this Chapter A regarding the geopolitical situation and the security situation in Israel and the possible impact 

thereof on the Israeli economy. 

31.1.2 A change in the Construction Input Index 

An increase in construction input costs may affect the price of the Group’s agreements with sub-contractors. While 

construction costs are usually linked to the Construction Input Index, rental income from income-producing real 

estate in Israel are usually linked to the Consumer Price Index. Therefore, the Group may be exposed to negative 

effects in the event of changes in these indices. 

With respect to the residential sales segment, in H2/2022, Amendment No. 9 to the Sale Law (Apartments), 5733-

1973 entered into force, which, inter alia, imposed a limit on the extent to which apartment prices may be linked 

to the Construction Input Index, such that, in practice, from the effective date of the Amendment, a maximum rate 

of 40% of apartment prices under sale contracts may be linked to the Construction Input Index. ZMH Hammerman 

is exposed to increases in the index primarily due to sale contracts that include no linkage at all. 

Furthermore, a rise in the Construction Input Index results in a rise in construction costs in the various projects 

built by ZMH Hammerman across the country. 

31.1.3 Changes in market interest rates 

A majority of the Group’s undertakings and Group’s development plans are affected by changes in the market 

interest rates and the conditions stipulated by banking corporations for the provision of bank credit. A long-term 

increase in the market interest rates may affect the Group’s financing costs in relation to each project, the yield 

from the properties, the value of the income-producing properties and the Group’s profitability. In this context, 

see Section 2.1 of the Board of Directors’ Report. 

31.1.4 Security situation 

Changes in and deterioration of the political and security situation may affect the Group’s operations and 

negatively affect its business results, both in terms of the public’s willingness to visit the Group’s retail centers 

and malls, in regions in turmoil and in general, and in terms of demand for leasable space, shortage in manpower 

in the construction industry, increased construction costs, etc. In the residential sales segment, an escalation of 

the security situation may be reflected in a decline in the demand for residential units and a rise in construction 

costs due to labor shortages in the construction sector, as well as the suspension of construction work pursuant 

to the directives issued by the government or by local authorities. For the impact of the Iron Swords war, see 

Section 2.2 of the Board of Directors’ report. 
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31.1.5 Regulatory changes in the Group’s business environment 

The Group's operations are exposed to various regulatory restrictions, including ones under competition laws, 

securities laws, corporate law and the bank supervision laws. Stricter regulation in areas pertaining to the Group, 

as well as the possible implications of further regulatory changes, may reduce and/or limit the Company's 

operations, inter alia, by organizational changes and the imposition of conditions on the Company's business 

activity and financial holdings. 

31.1.6 Changes in the value of financial investments available for sale 

In view of the condition of the capital market in Israel, the Group is exposed, to a certain extent, to adverse changes 

in the value of the company in which it has invested as a financial asset available for sale. A decrease in the value 

of this company may adversely affect the Group’s comprehensive income and its equity. 

31.2 Industry-specific risks  

31.2.1 Decline in the demand for leasable space 

A decline in the demand for leasable space and/or non-renewal of existing lease agreements may lead to a decline 

in the occupancy rates of the Group’s properties and a decline in rental income and in the value of the properties, 

inevitably having a negative effect on the Company’s business results.  

31.2.2 Decline in rent prices 

A decline in the demand for leasable space together with intensification of the competition in the sector may lead 

to erosion of the Group’s rent, a decrease in the value of properties, and a negative effect on its financial results. 

31.2.3 Strength of key tenants 

Damage to the financial strength of tenants, and particularly key tenants, may lead to an increase in provisions 

for doubtful debts or alternatively, the termination of lease agreements and/or eviction of tenants from the 

Group’s properties, and consequently to a decrease in the Group’s rental income and an inevitable adverse effect 

on the Company’s business results.  

31.2.4 Competition 

The income-producing commercial real estate sector in Israel and the residential sales segment in Israel are 

subject to significant competition. For details regarding the effect of the Group’s competitors on its business 

results, see Sections 9.1.11, 10.2 and 16.13 of this Chapter A. 

31.2.5 Approval by the authorities 

Operations in the income-producing real estate sector and in the residential sales sector are characterized by the 

need to obtain approval from various officials at the various authorities, particularly as pertaining to the 

authorizations of rights and uses (zoning plans), building permits, business licenses, etc. A delay in obtaining or 

failure to obtain approval could have a negative effect on the profitability of the project or entail various financial 

expenses for compliance with the requirements of the authorities to obtain the approval. 
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31.2.6 Legal and regulatory requirements, including with respect to 

environmental protection 

The Group’s companies are subject to legal and regulatory requirements from various aspects and, inter alia, on 

issues pertaining to the environment (nuisance, underground and above-ground pollution, toxic waste etc.), and 

they are required to bear the costs involved in meeting the same, such that it may have an adverse effect on their 

results. A toughening of such regulatory requirements may force the Group to allocate additional financial 

resources to this issue. 

31.2.7 Changes in the tax burden 

The Group’s companies are subject to the tax laws in the jurisdictions in which they operate. Changes in the 

present or future tax rates, or other changes in tax laws that affect the tax liability of the companies, will cause a 

change in the Company’s financial results. 

31.2.8 Cyber risks 

The group uses computer systems and digital databases for the daily management of its business. The information 

in these databases includes, inter alia, business and personal details about the group, its employees, customers, 

etc. Such systems may be exposed to cyber risks such as cyber attacks, hacking, unauthorized data encryption etc., 

which may cause the Group direct and indirect harm. The consequences may include harm to ongoing operations, 

loss of business information, leaks of confidential or personal information, exposure to lawsuits, fines, 

reputational damage, etc.  

In order to prevent and mitigate the exposure to cyber risks, the Group has carried out a risk assessment and 

mapping for IT systems and infrastructures and is developing procedures for the regular implementation of 

security for the information it retains and to address cyber and information security events. The Group retains 

outside consultants and carries out internal audits to identify and address cyber risks. The Group estimates that 

the risk of damage from information security events is not high, due to the existence of an entity-wide work plan, 

compensating controls, mapping of potential attack platforms, and mapping of the existing cyber risks. 

In this context, the Group applies organizational methods and technologies to prevent risks, enhance the security 

system and address threats. These processes include procedures as aforesaid, training for employees including 

unannounced drills, regular controls, instructions to third party vendors who are involved in data processing 

and/or have access to databases, backup on a secondary site for disaster recovery, etc. The Company retains 

outside consultants for mapping and compliance with information security regulations. 

To address cyber risks, the Group uses the services of a CISO, who is an external consultant with expertise in 

information security and familiarity with the Group's systems and infrastructures. The CISO works in collaboration 

with the Group's Chief Information Officer, for the planning and implementation of required defenses and 

technologies in the area of information security and protection of the Company's databases. 

The Group acts frequently and continues to monitor the threats emerging from time to time and adjusts systems 

and procedures to security needs as required. The Group has also purchased insurance coverage for cyber-attacks. 

31.3 Group-specific risks  

31.3.1 Fluctuations in the Consumer Price Index 

The Group has loans and bonds and deposits from senior housing residents that are linked to the Consumer Price 

Index and therefore the Group is exposed to fluctuations in the Consumer Price Index. However, most of the 
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Group’s rental income in the commercial centers and malls segment and the leasable office and other space 

segment are linked to the Consumer Price Index, while a rise in the Consumer Price Index may lead to an increase 

in the revenue from rent and reduce the exposure in relation to this risk.  

31.3.2 Foreign Currency Risks 

The Group has assets and liabilities that are stated in various foreign currencies. Since the total of foreign currency 

liabilities is not always equal in value to the total of foreign currency assets, the Group is exposed to possible 

changes in the exchange rate of the foreign currencies in relation to the NIS. However, the Group's rental income 

in the income-producing real estate in the U.S. segment and in the data center segment are stated in foreign 

currency, with a rise in the exchange rate of the foreign currency possibly leading to an increase in rental income 

and in property values and a reduction of the exposure deriving from this risk.  

31.3.3 Dependency on Financing Sources 

The Group’s operations are also financed by external sources and an adverse change in the conditions for 

provision of credit and/or non-renewal of existing credit may have a material adverse effect on the Company’s 

results. 

31.3.4 Debt raising costs 

Changes in market interest rates and in the CPI may affect the cost of debt raising by the Company as well as 

financing costs.  

31.4 Risks specific to senior housing  

Regulation of senior housing operations 

The senior housing sector has developed significantly in recent years, along with the regulation of the sector. For 

details regarding the Senior Housing Law and the regulations promulgated thereunder, which prescribe, inter alia, 

the conditions for receipt of a senior home operation license, as well as conditions and duties for the purpose of 

proper management and operation of senior homes, see Section 26.1.3 of this Chapter A. 

31.5 Risks specific to data centers 

31.5.1 Regulation of data center operations 

The data center operations are subject to restrictions, legislation, standardization and special constraints that 

apply to the operating segment, and consequently supervision and the receipt of licenses and operation permits 

from various regulatory bodies. 

31.5.2 Technological changes 

In the event of future technological developments in the data center market, which are able serve as a substitute 

for the presently existing technologies (such as the quantum computing technology which is in early development 

stages and not yet used commercially), GM’s existing data centers may have less appeal. 
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31.5.3 Electricity shortage 

Operations in the data center segment are characterized by high levels of electricity consumption and depend, 

inter alia, on the availability of electricity supply in significant amounts and on the ability to secure power grid 

connections at the required times, both for the construction and development of new facilities and for the 

expansion of existing facilities. 

In recent years, and particularly in certain markets in Europe, a trend of shortage of available grid capacity has 

been noticed. In some cases, securing a grid connection may be subject to lengthy review procedures. 

A shortage of available grid capacity and/or delays in securing a grid connection may result in delays in the 

construction or expansion of facilities and/or compromise the Company’s ability to fulfill its obligations to 

customers or enable them to terminate agreements or claim compensation, including in the form of payment 

reductions due to delays in construction. 

31.5.4 Operational risk arising from contractual obligations under service level 

agreements (SLA) and exposure to compensation and agreement 

termination 

Operations in the Data Centers segment are based, inter alia, on long-term agreements with customers, which 

include contractual obligations to particularly high service levels (Service Level Agreements; SLA), including with 

respect to the continuity of electricity supply and cooling. 

Failure to meet the agreed service levels – whether due to power failures, cooling system malfunctions, technical 

failures, cyber events, human error or other factors – may entitle customers to compensation, including in the 

form of payment reductions (rent credits). In certain cases, particularly in the event of repeated or material 

failures to meet service levels, customers may also have the right to terminate the agreement. 

Such events may result in financial losses, as well as damage to the Company’s reputation and its ability to enter 

into new agreements or renew existing agreements. Given the presence of several core customers in the segment 

(hyperscalers), the exercise of a termination right by such a customer may adversely affect the operating results 

of the segment. 

31.5.5 Supply chain 

The construction, expansion and operation of data centers involve the procurement and installation of specialized 

components and equipment in significant volumes, including advanced cooling systems, generators, 

transformers, control components, communications infrastructure, as well as specialized construction materials. 

Some of these components are manufactured by global suppliers, and their delivery times can be lengthy and 

depend on complex international supply chains. 

Disruptions in the supply chain – including due to shortages of raw materials, manufacturing bottlenecks, 

logistical constraints, geopolitical events, sanctions, export restrictions, strikes, pandemics, or a surge in global 

demand resulting from an increase in the demand for data center services – may lead to delays in the delivery of 

critical components, extended timelines for the construction or expansion of facilities, and increased costs. 

Such delays may affect the Company’s ability to meet the timetables stipulated in its agreements with customers, 

including with respect to the delivery of projects on agreed dates, may expose the Company to compensation 

payments in the form of payment reductions, or reputational damage, and may even lead to the termination of 
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agreements by customers. In addition, a material increase in component costs or transportation costs may 

adversely affect the expected profitability of the projects. 

31.5.6 Major customers 

As noted in Section 13.11 above, in the data center segment, the Company focuses on the hyperscale market. 

Accordingly, this operating segment features several core customers, which are responsible for a large portion of 

this segment’s revenues and whose loss may have a material impact on the operating segment. 

31.6 Risks specific to the rental housing in Israel segment 

31.6.1 Success of the introduction of the rental housing product into Israel and 

education of the market 

Israel’s housing market is characterized by relatively high property ownership rates. A lease that includes the 

provision of complementary services is not common in the rental market, resulting in the need to introduce to the 

target audiences the nature of the lease offered by the Company, including the complementary services offered 

thereby. 

31.6.2 Rent control 

Part of the rent that the Company is permitted to collect on projects in the segment is controlled and is not within 

the Company’s control; it is linked to the CPI, but exposed to changes and updates by the regulator, and is not 

necessarily linked to changes in the market. 

31.6.3 Regulation and government policy 

Various Israeli governments have put together a policy that supports the promotion of long-term rental housing. 

Changes in this policy may adversely affect the results of the Company’s operations in the rental housing in Israel 

segment. Moreover, changes in government policy regarding the allocation and marketing of land, incentives for 

tenants who rent apartments, planning and building proceedings, interest on mortgage loans and so forth, may 

have a material impact on the Company’s operations in the rental housing in Israel segment. 

31.7 Risks specific to the residential sales segment 

31.7.1 Governmental and municipal housing construction policies 

The construction sector is influenced by government and municipal construction policies, land-marketing policies, 

policies for encouraging and incentivizing homebuyers and local authorities in various regions of the country, as 

well as regulation and statutory processes related to the sector. Changes in such policies affect, inter alia, the 

pace of project planning and licensing proceedings, the supply and availability of land, and may also affect the 

timetables for commencement realization and completion of projects, and consequently the business of ZMH 

Hammerman through which the Company operates in the residential sales segment. 
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31.7.2 Geographic diversification 

A decline in apartment prices in the Dan Metropolitan Area may adversely affect operating results in the 

residential sales segment, given that ZMH Hammerman has significant projects (in terms of profitability) in the 

Dan Metropolitan Area. 

31.7.3 Operations through investees and joint ventures 

A significant portion of ZMH Hammerman’s operations is carried out with business partners through joint ventures 

or ZMH Hammerman investees. To the best of the Company’s knowledge, such business partners of ZMH 

Hammerman are also exposed to the risk factors characterizing ZMH Hammerman’s operations (macroeconomic 

risks and industry risks). Accordingly, financial and other difficulties facing such partners as a result of these and 

other risk factors may themselves constitute a risk factor for the Company in the residential sales segment, inter 

alia, by way of exposure vis-à-vis project lenders, a suspension of or delay in projects, breach of obligations to 

third parties, a need for the provision of financing over and above ZMH Hammerman's pro rata share in the project, 

etc., and may consequently adversely affect the Company’s results in the residential sales segment. 

31.7.4 Prices in the secondary housing market 

A decline in prices in the secondary housing market affects the prices of new apartments, particularly for home 

upgraders. Prices of second-hand apartments are influenced by a variety of factors, including economic growth. 

31.7.5 Government and Bank of Israel policy on mortgages, loans and grants 

Government and Bank of Israel policy in relation to these matters primarily affects the level of demand for 

residential apartments. Changes in such policy, including the imposition of restrictions on banks in the mortgage 

sector, may result in higher mortgage interest rates for homebuyers (inter alia, due to banks being required to 

comply with capital adequacy requirements in the real estate sector, and the banks’ unwillingness or inability to 

absorb the increased cost of mortgages without passing it on to customers, in order to maintain their return on 

equity from their mortgage operations and/or limits on the level of financing that banks may provide relative to 

the value of the acquired property), which may result in a decline in demand for apartments and even adversely 

affect the business of ZMH Hammerman through which the Company operates in the residential sales segment 

and/or its results. 

31.7.6 Increase in interest rates on residential mortgages 

An increase in such interest rate, coupled with tighter bank policies with respect to the amount of equity and 

collateral required of homebuyers, may reduce homebuyers’ purchasing power and affect demand for apartments, 

and may consequently have an adverse effect on the results of ZMH Hammerman through which the Company 

operates in the residential sales segment. 

31.7.7 Planning and building laws and regulation changes 

The Company’s residential sales operations are affected by and subject to requirements under planning and 

building laws and other regulatory requirements. In addition, construction in Israel is subject to hundreds of 

building standards and standards marks (conformity marks) relating to construction methods, material quality and 

safety, including statutory provisions aimed at enhancing, maintaining and enforcing safety at construction sites. 

Changes in planning and building provisions and regulatory requirements, and/or the tightening and/or 

introduction of additional building standards and standards marks may impose additional costs on the Company, 
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negatively affect the pace of project planning and licensing proceedings and affect project completion timelines, 

and consequently have an adverse effect on the Company’s results in the residential sales segment. 

31.7.8 Foreign workers 

ZMH Hammerman employs foreign workers in the projects in which it is involved, through subcontractors and 

licensed corporations. A change in Israel’s security situation, as well as changes in government policy that lead to 

reduced foreign labor quotas in Israel, may affect the availability of construction labor, the Company's ability to 

complete projects within planned schedules and construction costs. 

31.7.9 Risks inherent in the residential sales segment 

The residential sales segment is characterized by a relatively high level of risk. The level of risk inherent in the 

operations in this segment is relatively high due to its unique characteristics, particularly given the exposure to 

risks associated with the land acquisition process, obtaining zoning plans and permits, securing financing, 

investing in construction, changes in construction input prices, and the availability of construction labor. 

31.7.10 The financial strength of subcontractors and suppliers 

ZMH Hammerman generally acts as the main contractor on a turnkey basis in most of the projects in which it is 

involved. A deterioration in the financial strength of subcontractors across various construction trades and 

suppliers may adversely affect the results of ZMH Hammerman through which the Company operates in the 

residential sales segment, particularly due to the additional costs involved in replacing subcontractors or 

suppliers before the construction of the project is completed. 

The following table presents the main risk factors described above, rated according to the Company's estimations 

by the severity of the impact they may have on the Company's business: 

 
The Severity of the Impact of the Risk Factor on the Company 

Major Impact Moderate Impact Minor Impact 

Macroeconomic and financial risks 

Growth and consumption rates in Israel X   

Change in the Construction Input Index   X 

Changes in market interest rates  X  

The security situation X   

Regulatory changes in the Company’s business 
environment 

 X  

Changes in the value of financial investments available 
for sale 

  X 

Industry-specific risks 

Decline in the demand for leasable space X   

Decline in rent prices X   

Strength of key tenants   X 

Competition X   

Approval by the authorities   X 

Legal and regulatory requirements, including with 
respect to environmental protection 

 X  

Changes in tax burden  X  

Cyber risks  X  

Company-specific risks 
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The Severity of the Impact of the Risk Factor on the Company 

Major Impact Moderate Impact Minor Impact 

Fluctuations in the Consumer Price Index  X  

Foreign currency risks  X  

Dependency on financing sources  X  

Debt raising costs  X  

Risks specific to senior housing    

Regulation of senior housing operations   X 

Risks specific to data centers     

Regulation of data center operations   X  

Technological changes   X 

Electricity shortage  X  

Operational risk   X 

Supply chain   X 

Major customers   X 

Risks specific to rental housing in Israel  

Success of the introduction of the rental housing product 
into Israel and education of the market 

  X 

Rent control    X 

Regulation and government policy    X 

Risks specific to rental sales in Israel  

Government and municipal residential construction 
policies 

  X 

Geographic diversification   X 

Operations through investees and joint ventures   X 

Second-hand housing prices   X 

Government policy on mortgages, loans and grants   X 

Planning and building laws and regulation changes   X 

Foreign workers   X 

Risks inherent in the residential sales segment   X 

Financial strength of suppliers   X 

 

   

Danna Azrieli, 

Chairwoman of the Board and Acting CEO 

 Irit Sekler-Pilosof, Director126 

Report Date: 18 March 2026 

 
126 On 18 March 2026, the Company’s Board authorized Ms. Irit Sekler-Pilosof to sign the Company’s Description of the Corporation’s 
Business Report. 
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