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BANKING (LICENSING) LAW, 5741-1981"

CHAPTER A: INTERPRETATION

Definitions

1.

In this Law -

“Means of control” in a corporation—any of the following:

(1) the right to vote at a general meeting of engany or in a correspondir]
organ of another incorporated entity:

g

(2) the right to appoint a director in a corparatiand, for this purpose:

(a) a person who appointed a director in a corporaiall be deeme
a person having the right to do so ;

director in another corporation, and in regard ngame who controls
said corporation, it is presumed that they haveritjg to make sucl
appointment;

(b) in regard to a corporation, of which an officer appointed as

\"£}

-

(3) the right to participate in the profits of tberporation;

4) the right to the balance of assets of the a@afpmn upon its liquidatior
after its obligations are settled;

“Credit "—including a guarantee, acceptance of bills ofhexge, discountin
of bills of exchange, financing by leasing asse&tpening or approval @
documentary credit, and undertaking to pay mon&nather’s expense;

Y

“Long -term credit” —credit, that according to the terms therein , dherage
term of maturity of principal is two years or more,

“A Principal Shareholder—anyone who holds more than 20% of &
particular type of means of control,

iny

“The Advisory Committee”—the advisory Ccmmittee, appointed un
section 6 of the Ordinance;

der

“Holding” or “A cquisition”—individually or in conjunction with others

directly or indirectly, including by a controlle@poration;

“In conjunction with others” —in conjunction with others through permang
cooperation; notwithstanding the generality of #&heve, the following shall b
deemed as acting through permanent cooperatioregard to an individual
the individual, his relative, and a corporation troltked by any one of them

and, in regard to a corporation—the corporationpevier controls it, and an
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entity controlled by any one of them;

“The Supervisor’—the Supervisor of Banks, appointed under sectianh the
Ordinance;

“The Governor’ —the Governor of the Bank of Israel, appointed ursdetion
6 of the Bank of Israel Law;

"The Ordinance" —the Banking Ordinance, 1941;

“Underwriting Commitment” —as defined in the Securities Law;

"The Bank of Israel Law" —the Bank of Israel Law, 5770-2010;

"The Companies Law" — the Companies Law, 5759-1999;

“The Pension Counselinc and Marketing Law”— Control of Financia
Services (Pension Counseling and Pension Markeang the Pension
Settlement System) Law, 5765-2005;
“The Regulation ol Investment Counseling Law”— the Regulation of
Investment Advice, Investment Marketing and Investin Portfolio
Management Law, 5755-1995;

"The Securities Lav" — the Securities Law, 5728-1968

"The Enhancing Competition and Reducing Concentratior Law"—The
Enhancing Competition and Reducing Concentratiom, 5/ 74-2013;
“Investment Counselin¢” and “Investment M arketing” —as defined in thg
Regulation of Investment Counseling Law.
“Pension Counselin¢” and “Pension Marketing” —as defined in the Pension
Couseling and Marketing Law;

“Insurer” and “Insurance A gent"—as defined in theControl of Financia
Services (Insurance) Law, 5741-1981;

“Land” — according to its meaninigp the Land Law, 5729-1969, including| a
right in land or an obligation to perform a trartgac in land,

“Investment Portfolio M anagement—according to its meaningn the
Regulation of Investment Advice Law ;

“Officer” —as defined in the Companies Law , and any othgri@yee directly]
subordinate thereto;
“Branch” —any place where a banking corporation accepts tapneepositg
or conducts business with its customers, includengnobile branch, bu
excluding a facility through which a customer mayrg out transactions in hjs
account in a banking corporation;
“Monetary Deposits "—including loans;
“Provident Fund” and “Management Company”—as defined in the Contrg
of Financial Services (Provident Funds) Law, 57682,
“Relative” —a spouse, brother, parent, offspring, spouse’s dfigprand the
spouse of any of the foregoing;
“Joint Investment Trust Fund"—a fund as defined in the Joint Investment
Trust Law, 5754-1994

“Control” —the ability, either individually or in conjunctiowith others, to
direct the activity of a corporation, excluding léi originating solely in
holding the post of director or other office in tle®rporation; without
derogating from the generality of the foregoingpeason shall be deemed |as

\1*4

~+

This version is not official. The binding version $ that of the law as gazetted.




Supervisor of Banks Banking Legislation (04/17)
Banking (Licensing) Law Page 124-3

having control of a corporation if one of the falimg is fulfilled:
(1) he holds half or more of any particular typetted means of control of the
corporation;
(2) he has the ability to prevent the making of ibeiss decisions in the
corporation, except decisions concerning the isseiaf means of control of the
corporation or decisions concerning the sale aridigtion of the major part of
the corporation's business or a material changeahe

“Banking Corporation” —a bank, a foreign bank, a mortgage bank,| an
investment financing bank, a business promotiorkparinancial institution, of
a joint services company;

“Bank Holding Corporation” —a corporation in which the following two are
fulfilled:

(1) it controls a banking corporation;

(2) more than 5% of its total assets are meanscasftrol of banking
corporations which it controls and loans to scotporations;

“Foreign Corporation" —a corporation incorporated in a foreign country;

“Auxiliary Corporation” —a corporation which is not in itself a banking
corporation and whose activities are limited tofie&ls of activity permitted to
the banking corporation controlling it, except aities reserved exclusively fa
banking corporations under sections 13 or 21,

=

“Nonfinancial Corporation” —a corporation which, under the provisions| of
Chapter C, a banking corporation may not contrdv@ia principal shareholde
therein.

1)
=

Terms of licenses

2. Whoever is authorized to issue a license, a ipeoman approval under this law
may set conditions and limits thereto, accordingh® considerations specified
in this Law.

CHAPTER B: LICENSING BANKING CORPORATIONS

License requirement

3. | A banking corporation shall exist only undeicase pursuant to this Law.
Licenses
4, (@) The Governor may, at his discretion and afb@sultingwith the Licensing

Committee appointed under section 5, issue—

(1) [to a company as defined in the Companies Law—

(@) | abank license;

(b) |a mortgage bank license;

(c) | aninvestment financing bank license;

(d) | a business promotion bank license;

(e) | afinancial institution license;

(H | ajoint services company license.
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(2) | to a foreign corporation registered in Isrd®t is a bank in a

foreign country—a foreign bank license.

(b)

A license is not transferable.

Licensing committee

consideration:

5. (@) | The Governor shall appoint five membershef &dvisory committee to
act as the Licensing Committee.

(b) | A person who controls, is a director, or anplyee of a banking
corporation or of a corporation that controls akag corporation shall
not serve as a member of the Licensing Committee.

(c) | A person who ceases to be a member of thesadyiCommittee shall
cease to be a member of the Licensing Committee.

(d) | Decisions of the Licensing Committee shallrbached by a majority aof
its members.

(e) | The Licensing Committee may determine a proceedor its work and
deliberations.

Considerations in Issuing Licenses
6. In issuing licenses under this Law, the follogvimatters shall be taken into

specific banking corporation.

(1) | the applicant’s plan of action and probabibfyits fulfillment;

(2) | the suitability of the holders of means of eohtthe directors and the
managers for their positions;

(3) | the contribution of issuing the license to ttempetition in the capital
market and, in particular, to the competition ie tanking system and
the standard of its service;

(4) | the Government’s economic policy;

(5) | the public welfare;

(6) | in respect to a foreign bank—reciprocity in kiaig corporation licensing
between Israel and the country in which the apptidaas its mair
business.

Minimum capital
7. (@) | A license shall not be issued unless thdiay’'s issued and paid-up
capital is no less than the sum set out in the Rgslendum.

(b) | The Governor, with the approval of the Ministdr Finance and the
Finance Committee of the Knesset, may increasertdgrdhe sums set
out in the First Addendum.

(c) | If the sums set out in the First Addendum ax&reased, each banking
corporation shall increase its issued and paidaptal to the increased
sum within one year; the Supervisor may extendbtieyear period to a
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License Revocation

8. | The Governor, after consulting with the Licegsi@ommittee, may revoke |a
license in any of the following cases, after prawidthe banking corporation|a
reasonable opportunity to present its arguments:

(1) | the corporation requested the revocation dfdense;

(2) | the corporation has not begun to conduct bssiner has ceased o
conduct them;

(3) | the corporation breached a material term dfdense;

(4) | the corporation’s capital decreased to an amiess than the sum set qut
in the Addendum, or the banking corporation did inctease its capital
as set forth in section 7(c);

(5) | the corporation violated a legislative provision a manner that
prejudices its credibility;

(6) | the corporation is served with a liquidationder or is placed in
receivership, except where the receiver is appointeder sections 27,
33, or 35;

(7) | the corporation passed a resolution of volynliguidation;

(8) | public welfare reasons entail the necessityewbking the license.

Continued supervision of a corporation whose liceresis revoked
9. (@) | For the purposes of the Ordinance and timk B&Israel Law, a banking
corporation whose license is revoked shall be ddermebanking
corporation for three years after the date of ratioa.

(b) | The Governor may issue a banking corporatishose license is
revoked, with instructions concerning the condddtobusiness insofar
as he considers this necessary for the protectfotihhe corporation’s
creditors and its other customers who contracteth wi before
revocation; such instruction shall not release toeporation of its
responsibility to perform any obligation undertakeior to revocation.

CHAPTER C: FIELDS OF ACTIVITY OF BANKING

CORPORATIONS
AND THEIR EXCLUSIVENESS

Fields of activity of a bank

10.

A bank shall engage only in the following ocatipns:

(1) | acceptance of monetary deposits in currenbwds in order to mak
payments therefrom by check upon demand;

(2) | acceptance of other monetary deposits;

(3) | issuing securities;
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(4) | managing a payment system, including the cbdla, transfer, and
conversion of funds;

(4a) | purchase and sale of foreign currency;

(5) | providing credit;

(6) | investing in securities or investing in gott fnonetary purposes;

(7) | custody and management of negotiable instrisnesecurities, rights,
and other assets on behalf of others as agengdiast representative or
trustee, provided that it does not manage a busieeterprise within the
framework of said occupation, and except issuing uaalerwriting
commitment, management of a provident fund, managéraf a joint
investment trust fund, and investment portfolio aggment;

(8) | rental of safe deposit boxes;

(9) | purchase and sale of securities as tradeganta

(10) | financial and economic advice within its figlof occupation;

(11) | brokering in financial and economic transawsi within its fields of
occupation, except brokering in transactions ofcpase or sale af
commaodities or land,

(11a)| pension counseling, and performance of a transadétioa customer as
defined in the Pension Counseling and Marketing ,Lasv part of and
pursuant to pension counseling, subject to theipians of sections 11
and 52(b) and (c) of the Pension Counseling ancké&isrg Law;

(11b)| investment counseling, subject to the provisionseadtion 9(b) of the
Regulation of Investment Counseling Law;

(11c)| investment marketing under the provisions of saect®{cl) of the
Regulation of Investment Counseling Law;

(11d)| management of the accounts system of provident sfufat the
management company, including management of mefmdsrsunts on
behalf of the fund, and preparation and deliverynédrmation intended
for members;

(11e)| sale and operation of computer services that maeye the bank;

(12f) | rental of land that serves the bank for use of agempservices and
operation, to a renter that will make use of thnlléor the same ends;

(12) | an occupation which a bank is explicitly peted by law to engage in;

(13) | any other action ancillary to an occupatidmoh a bank is permitted to
engage in.

Control and holding means of control by a bank
11. | (a) | A bank may not control, or be a principaareholder, in corporations
other than the following:
(1) (deleted);
(2) a foreign corporation which, were it to condbasiness in Israel,
would be required to be licensed under this Law;
(3) (deleted);
(3a) a corporation which engages in issuing ardeowriting
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commitment and its other occupations are thosetwaibank is
permitted to engage in under section 10;

(3b) | a corporation which engages in investment tfplay
management;

(3c) | (deleted);

(4) (deleted);

(5) an unspecified corporation of a different typehich the
Supervisor approved after consulting with the L&irg
Committee.

(b)

In addition to the provisions of subsection @jpank may also control
corporation which is one of the following:

a

(2) an auxiliary corporation, provided the banktrols it alone ang
has obtained the Supervisor’'s prior written approvh said
control, and the approval coversnter alia, the fields of
occupation of the auxiliary corporation; howevére Supervisor
after consulting with the Licensing Committee, nyagrmit the
bank to control the auxiliary corporation in comjtion with
others;

)

(2) a corporation which is an insurance agenthis subsection—a
insurance agent), provided all of the following furidilled:

(a) the insurance agent's sole occupation is dvars’ life
insurance or home insurance, which are carriednasidentally to
providing housing loans to customers of the bankustomers o
another banking corporation which controls, or amtcolled by,
the bank;

(b) the bank controls the insurance agent alone;

(c) the bank holds all means of control in theunance ager
alone;

however, the Supervisor, after consulting with ltheensing Committee
may permit the bank to control an insurance agérieaeven if saic
agent engages in insurance activities as set fiorsubsection (a) whic
are carried out incidentally to issuing housingnlwdo customers of
banking corporation which is not as set forth iid subsection, and eve
if the condition set forth in subsection (c) inpest of the bank is ng
fulfilled, provided the Supervisor is convinced ttipaoviding the permi

does not prejudice the development of competitiweh the prevention of

concentration in the banking industry - generaipd in the field of
insurance business listed in subsection (a) - itiquéar; for the purpose
of this Paragraph, a “housing loan” is a loan igstegg a non-busines
purpose and secured by the encumbrance of thetagirtpertaining to
home.

h
a
n
t

[92)

=0

Holdings by controlled corporations

11a. | (a) | For the purpose of this Chapter and iaretp section 47, means of
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control held by the following shall not be taketoimccount—

(2) a corporation engaging in issuing an undeimgi commitment
and is controlled by a banking corporation, prodidbat said
means of control are held by force of an undemgi
commitment, that less than a year has passed fnendate of
their acquisition, and that the corporation doe$ vate at a
general meeting by virtue of holding said meansooitrol;

(2) a corporation controlled by a banking corgpiora managing a
joint investment trust fund, a provident fund, orcampany
managing a provident fund.

11b.

(@) In this section—

“Bank with a wide scope of activity’—a bank, thalue of whose assets
is greater than 20 percent of the total value setssof banks in Israel
in this regard, “Value of assets” of a bank is ttadue of the bank’s
assets appearing in the bank’s balance sheet ¢olagt year compiled
on a consolidated basis, based on generally actepteounting
principles applicable to it;

“issuance” of a payment cargcontractual agreement of a payment
card with a customer, and in regard to contactgedement of a credit
card with a customer, this includes commitmentxierd credit via the
card,

“credit card contract”, “payment card contracttredit card” and
“payment card”—according to its meaning in the Dé&ard Law, 5746
1986;

“acquirer”, “acquiring” and “supplier’— as defidan Section 36(i);

\"2J

“issuance operation” of a payment card—all thevaes and service
connected with issuing a payment card, includingdpcing and
operating the card, and excluding the issuancH dse setting the fee
and costs to a customer inherent in producing ahthwa payment card,

[72)

(b) | Notwithstanding the provisions of Sectionsal@ 11, a bank with widE

scope of activity shall not engage in the occupatidetailed below an
shall not control or hold means of control in apmyation that engages
in said occupations:

(1) | issuance operation of payment cards;

(2) | Acquiring payment card transactions.

(c) | The provisions of subsection (b) do not detedeom the possibility for
a bank with wide scope of activity to contract wihother in order t
operate the issuance of payment cards or to canttittt an acquirer a
a supplier.

A=)

)

(d) | Inthe period from the end of four years afte¥ commencement date |of
the Increasing Competition and Reducing Concenptnati the Banking
Sector in Israel Law (legislative amenendment), 52017, (in this

1 “Payment card” refers to credit and debit cardse Term “payment card” in this Law is
termed “debit card” in the Debit Card Law.
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subection, the Increasing Competition Law), urtig &nd of six year
after said commencement date, the Minister of Fieawith the consern
of the Governor and with the approval of the Foe@ommittee of thg
Knesset, taking into account, among others, thie sthcompetition in
the credit market, may determine, with regard ®dbfinition of “bank|
with a wide scope of activity” in subsection (a)sl@are lower than 2
percent, provided it is not lower than 10 percédrgaid regulations wer
determined, the provisions of Chapter 2 of the dasmg Competitiof
Law shall apply, with adjustments set in those l&tpns.

W= U

=W O

Establishment of computer infrastructure and obligaion to sell and
operate computer services and rent land serving theeeds of
computer services and operation

1lc.

(@ | Within 9 months of the commencement dateth® Increasing
Competition Law, the Ministry of Finance shall gawut one of the
following, unless other technology infrastructutkat are sufficient for
supplying and operating computer services to firdrentities were set

up:

(1) | publish, in consultation with the Bank of Israeltemder for the
establishment of technological infrastructures $applying and
operating computer services; the terms of the tesldall ensure
the economic feasibility of setting up said infrasture,
including financing from the government, if the N&ter of
Finance shall decide that such financing is regylitee Minister
of Finance may, within three months of said comreement date
determine that the tender is to be published byremeentity;

14

(2) | establish rules for providing grants, loans, orrgatees that
make it possible to supply and operate computevices to
financial entities.

(b) | The Minister of Finance may extend the daferemced in the opening
clause of subsection (a) by three months,

(c) | If the Minister of Finance determined, afte8 Ionths from the
commencement date of the Increasing Competition ,Lahat
competition has not yet developed in the area ahrelogical
infrastructures for supplying and operating compuservices tg
financial entities, and that there aren’t sufficietechnological
alternatives to provision of said technologicalvgsss, and that it i
required for increasing the competition in the bagksector, the
Minister, in consultation with the Governor and ierector General

the Israel Antitrust Authority, may determine tteabank that is not
bank with a narrow scope of activity is requiredsll and operat
computer services that primarily service it, ore¢at land that serves the
bank for purposes of computer operations and ssyiand all t

financial entities; the Minister shall determinees thremuneration an

— o7
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terms of the contract, provided that the Ministstablished that all th
following existed:

4%

(1) | A financial entity approached a bank that operatesputer
services that primarily serve the bank, or a bdrdt bwns lang
serving the bank for the purposes of computer sesviand
operation, with a request to purchase services ftoon to rent
said land, and the sides do not reach agreemeantdiag the
remuneration and terms of the contract within 6 therirom the
date of the financial entity’s approach,;

(2) | The remuneration or terms of the contract propdsethe bank
to the financial entity are not reasonable.

(d)

If the Minister of Finance determined as rethtn subsection (c), the
bank shall not hold up the sale and operation ofputer services or the
rental of land serving it for uses of computer @pen and services,
provided that the financial entity pays the rematien determined by
the Minister,

(e)

If the Supervisor sees that imposing an ohbgaper subsection (c) is
liable to unsettle the technological stability of cartain bank, the
Supervisor may exempt the bank from said obligaiemoted in said
subsection, in part or in whole.

(f)

In this section—

1%

“bank with a narrow scope of activity"—a banke thialue of whose
assets as it appears in the bank’s balance shebieftast year compile
on a consolidated basis, based on generally actepteounting
principles applicable to it, does not exceed ondbmencement date
of the Increasing Competition Law 10 percent ofttital value of assets
of banks in Israel,

o

“financial entity"—a banking corporation or cré@nd deposit union as
defined in the Supervision of Financial Servicegg®ated Financial
Services) Law, 5776-2016;

“Increasing Competition Law”—as defined in Sentiblb(d).

(¢))

The provisions of subsection (c) shall noogete from the applicabilit
of the provisions of the Restrictive Trade Pracitaw, 5748-1988, o
an arrangement to supply and operate computercesrietween a bank
that was obligated to do so under subsection @)safimancial entity.

o<

Fields of activity of a foreign bank

12.

(@)

A foreign bank in Israel shall engage anlyhe occupations permitted
to a bank under section 10.

(b)

A foreign bank shall not control, and shalltnbe a principa
shareholder, in a corporation conducting businedsrael unless a bank
is permitted to control said corporation or to bpracipal shareholde
therein under section 11.

=
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Special provisions for a specific bank and a foreigbank

12a. | (a)

Notwithstanding the provisions of sectib@do 12—

(1) a bank and a foreign bank, to which, undestige 27i, the|
provisions of Chapter 2c do not apply, may alsotmd and be
principal shareholder ina management company and a
manager of a joint investment trust fund,;

(2) a bank and a foreign bank as set forth img@aph (1), which ar
not permitted, according to section 10 or sectidnt@ engage if
pension counseling or investment counseling, may ahgage if
the following occupations:

customer, as defined in the Pension Counseling
Marketing Law, as part of and pursuant to said en
marketing, provided that, in regard to the bankooeign
bank, as the case may be, the condition set forsiection

=>—="1

(@) | pension marketing, and performing a transaction &or

and

3(1) of the Pension Counseling and Marketing Law is
fulfilled;
(b) | investment marketing.
Exclusiveness of activities for a bank and a forergbank
13. | Anyone that is neither a bank nor a foreignkbetmall not engage in acceptarce
of monetary deposits in current accounts for thgase of payment therefrom
by a check upon demand.
Fields of activity of a mortgage bank
14. | A mortgage bank shall engage only in the foll@xoccupations:

(1) | issuing securities;

(2) | acceptance of monetary deposits for the pravisf loans and other
monetary deposits as approved by the Supervisor;

(3) | providing long-term credit for financing puade of land or for financing
purchase of a right in consideration of key-monehtmng to a rented
property to which the Tenant Protection Law (Coitsded Version)
5732-1972, applies, or for financing constructiand providing shortt
term credit for financing construction to be repasdce the land
purchaser obtains long-term credit for said purehfasm the bank of
from another banking corporation;

(4) | providing government-directed credit out of metary deposits created
for the provision of loans, for financing purchask land, financing
purchase of a right in consideration of key-mongi@ted in Paragraph
(3), or financing construction;

(5) | issuing a guarantee under the Sale (Apartj@ssurance o
Investments of Persons Acquiring Apartments) Lav83%1974;

(6) | investing in securities;

(7) | depositing monetary deposits with banking ooagions and with the
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State Treasury,

(8)

financial and economic advice within its fielloccupation;

9)

brokering in financial and economic transasiowithin its field of
occupation;

(10)

an occupation which a mortgage bank is eitjylipermitted by law tg
engage in;

(11)

any other action ancillary to an occupationios a mortgage bank
permitted to engage in.

Control and holding means of control by a mortgagdank

15. | A mortgage bank may not control, and may nothw&incipal shareholder i
corporations other than the following:

(1)

(deleted);

)

an auxiliary corporation, provided the prowiss of section 11(b)(1) at
fulfilled;

(2a) | a corporation which is an insurance agerdyiged the provisions o
section 11(b)(2) are fulfilled,;
(3) | an unspecified corporation of a different tygpproved by the Supervis(

after consulting with the Licensing Committee.

Fields of activity of an investment financing bank

16. | An investment financing bank shall engage amiyre following occupations:

(1)

issuing securities;

(2)

acceptance of monetary deposits created fmptbvision of loans an
other monetary deposits as approved by the Supervis

®3)

providing long-term credit for the financindg mvestments, excludin

credit for financing the acquisition of an apartmemd providing shortt

term credit to be repaid once the borrower obtlong-term credit from
the bank;

(4)

providing, for investmenr financing, governmeirected credit out o
monetary deposits created for the provision of $pan

=

(®)

issuing a guarantee to the state or to andbeking corporation o
behalf of a customer who has encumbered some @iSkits to the ban
or issuing a guarantee to another party on belfad oustomer whq

created a fixed charge on all his assets for tim&,b@ssets not otherwis
encumbered,;

(6) | investing in securities;

(7) | depositing monetary deposits with banking ooagions and with th

State Treasury,

D

(8)

financial and economic advice within its fielfloccupation;

9)

brokering in financial and economic transasiowithin its field of
occupation;

(10)

an occupation which an investment financiaghkbis explicitly permitted
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by law to engage in;

(11)

any other action ancillary to an occupatiomich an investment
financing bank is permitted to engage in.

bank

Control and holding of means of control by an invesnent financing

17. | An investment financing bank may not contraid anay not be a principa
shareholder in corporations other than the foll@win

(1) | (deleted);

(2) | an auxiliary corporation, provided that theysions of section 11(b)(1)
are fulfilled;

(3) | an unspecified corporation of a different typproved by the Supervispr
after consulting with the Licensing Committee.

Fields of activity of a business promotion bank

18. | A business promotion bank shall engage onlgrinoccupation mentioned |n
section 10, except paragraph (1).

Control and holding of means of control by a busings promotion bank

-

19. (&) | A business promotion bank may not contrddeva principal shareholde
in corporations other than those listed in seclibn
(b) | A business promotion bank shall not hold meafnsontrol in a banking
corporation or in a bank holding corporation.
(c) | Notwithstanding the provisions of subsectia), @ business promotign

bank may also control, or be a principal shareholae another
corporation, for a period not exceeding six yeprsyided the following
conditions are satisfied:

(2) the control or holding as a principal shatdho falls within its
activities in the following fields:
(@) the promotion or formation of corporationgxcept
corporations that deal mainly in land, or the expam of
activities of said corporations in the first fiveears of their
business activity;
(b) the recovery of companies in difficulty, whi have
concluded a debt settlement agreement with theditwrs, or
part of such agreement;

(2) The total assets of any other corporatioseddorth in paragraph

(1)(a), as appearing in its consolidated finanstatement, sha
not exceed 80 million New Israeli Shekels (NISpay time, ang
the total said assets of any other corporation esfath in
paragraph (1)(b) shall not exceed NIS 160 millibaray time; the
Governor, with the approval of the Finance Comraittéd the
Knesset, may update the sums mentioned in thisgpph; a
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| notice of the updated sums shall be published BhRmot.

(d)

For the purposes of this Chapter, a bankinmgaration which controls a
business promotion bank, shall not be consideredaasg control of
being a principal shareholder in another corponatizat the business
promotion bank controls or is a principal sharekoliherein, as stated |n
subsection (c), unless the banking corporationd)aldsome other way
10% or more of any particular type of means of wmnin the other
corporation.

(e)

D

The Governor, with the approval of the Ministd Finance and th
Finance Committee of the Knesset, may determinertgr -

(1) a maximum rate for investments of a busipeesotion bank in a
corporation it controls, or in which it is a pripal shareholder,
and a maximum rate for its investments in all coafions ag
aforesaid, all of which as a percentage of the tabmf the
business promotion bank;

(2) a maximum rate for the assets of a corpamatichich a business
promotion bank controls, or is a principal shardkeoltherein, and
a maximum rate for the assets of all corporatiaafaresaid, all
of which as a percentage of the capital of thertmss promotion
bank;

(3) a maximum rate for the investments of a baglkiorporation or of
a bank holding corporation in a business promotiank which it
controls, as a percentage of the capital of th&ibgrcorporation
or of the bank holding corporation.

(f)

An order mentioned in subsection (e), may deiee rules defining
capital, investments and assets, and the methoalailating them.

Type of activity of a financial institution

20. (@)

A financial institution shall engage ontythe types of occupation listed
in section 10, except paragraph (1), as set faritsilicense.

(b)

A financial institution may control, and mag la principal shareholder
only in a corporation listed in section 11, asfegh in its license.

(€)

The Supervisor shall publish a notice in Resbuuconcerning issuing |a
license to a financial institution, specifying ttypes of occupation it is
permitted to engage in.

Holding of means of control in another Banking Cormration

20a. | (a)

shall not hold means of control in another bankiogporation, or in

Notwithstanding the provisions of this ptea, a banking corporation
bank holding corporation, unless one of the follogvexists: }

(1) its share in any particular type of meanscohtrol does no
exceed 1%, and its total holdings as mentionedhisygaragraph)
of means of control in banking corporations andkbanlding
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corporations, do not exceed 5% of its capital whithe meaning
of that term in section 23a; for this purpose, ti@ding of
whoever controls the holding banking corporationd a not a
banking corporation itself, shall not be taken iat@ount;

(2) it controls the banking corporation or the nkaholding
corporation alone and holds alone more than hadingfparticular
type of means of control according to a permit ped to it
under the provisions of section 34.

(b)

The provisions of this section shall not apythe holding of means ¢
control, which are intended in good faith to seameobligation

Df

Exclusiveness of activities for Banking Corporatios

[¢2)

21. (@) | A person that is not a banking corporasioall not engage in—
Q) acceptance of monetary deposits and providiadit at the sam
time;
(2) issuing securities which entails a prospeciuder section 15 g
the Securities Law, and providing credit at the sdime.
(b) | For the purpose of this section—

“Acceptance of monetarydeposit’ —from thirty or more persons at tf
same time, except—

ne

Q) acceptance of credit from a banking corporgti

(2) acceptance of credit from suppliers;

(3) acceptance of advance payments from buyers;

(4) acceptance of a moneary deposit to secuoblégation;

"Option" —as defined in section 35p of the Securities Law

“Securities”—except shares and options which confer the righ
acquire shares;

[t

"Debentures” —as defined in section 35a of the Securities L
provided they entail a prospectus under sectioof 1be said Law;

aw

“Provid ing credit” —except—

(1) depositing a monetary deposit at a bankingamation;

(2) providing credit to suppliers or buyers irdihg via a settlemer
association to its members as an incidental agtitat other
occupations of the credit provider; in this regat8ettlement
association’—a collective Kibbutz, a renewing Kildgu or
collective settlement, as defined in regulationcoading to
Section 65 of the Settlement Association Ordinance;

—

(3) providing credit to employees of the creditor

(4) investments in securities traded on the Sathange;

(5) providing credit to a corporation which cat$rthe creditor or to

a corporation in which more than 25% of any paléicaype of
means of control are held by the creditor or byeaspn who
controls the creditor;

(6) providing long-term credit originating in d&iiures, provided a
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the following exist:

(@)

the creditor is a corporation that engagetels in
providing credit originating in its capital and ithe
debentures, as aforesaid, to corporations in whltlhe
following exist:

(1) they are related by a professional or orgartnat
interest (hereinafter - interest); for this purpodke
acceptance of credit from a creditor shall not
considered an interest;

(2) they have an interest in the creditor or irogporation
which controls the creditor, or the creditor cotdgrthem
or they control the creditor;

(b)

balances not provided as credit as aforesagddeposited

in a banking corporation or invested in governm
debentures;

(©)

the creditor operates on a non-profit basis;

(d)

the prospectus specifies names of credipiests or typeg
of credit recipients; credit will not be providedcept to
those specified;

(€)

final maturity dates of credit shall be ratel than fina
maturity dates of the debentures issued for theqag of
providing said credit;

(7)

providing long-term credit originating in daiiures, if the
prospectus under which the debentures were offerélde public
notes that the offeror’s purpose is to use thegeds of the issu
for providing credit to a person whose name appéarshe
prospectus or for the acquisition of the rights afbanking
corporation vis-a-vis lenders.

(8)

for the purpose of subsection (a)(2), prawdicredit by a
corporation which engages in providing credit, orging inter
alia in debentures, provided all the following exist

(@)

the total face value of the debentures wsbg the
corporation to the public shall not exceed two ankalf
billion NIS (in this subsection — the limit);upoalculating
this limit, the face value of the redeemed debastwhall
not be taken into account, and if partially redegmehe
relative part redeemed shall not be taken into aatgdahe
Minister of Finance may determine a higher limitt
exeeding NIS 5 billion, regarding all types of detuges
or particular types thereof;

(b)

the credit receipiant is either an individaoaa corporation
which its annual income in the year preceedingdite of
granting the credit, did not exceed NIS 400 million
another sum determined by the Minister of Finaribe;
Minister of Finance may determine that a ceri

be

ent

e

ain

percentage of the total face value of the debestissaied
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by the corporation shall be granted as a credigdated
either to an individual or to a corporation whitt annual
income in the year preceeding the date of grantirey
credit, did not exceed NIS 100 million;

(©)

at the date of the issue, the debenturesated investmen
grade by a credit rating company; in this subsactio

"Credit Rate" — rate of -BBB or Baa3 and above;

"Credit Rating Company" -as defined in the Law t
Regulate the Activity of Credit Rating Companieg,/5-
2014;

(d)

the credit provided is not a credit for hiogs purposeg
which repayment of is secured by one of the foltayvi

(1) | registering a mortgage;

(2) | an obligation to register a mortgage forichha
warning note is registered,;

(3) | encumbrance of rights pertaining to larefistered
under the Pledge Law, 5727-1967,

(€)

the credit provided is not a credit of whitle repayment

is secured by residential property in regard tocllane of]
the following is fulfilled:

(1) | registering a mortgage,;

(2) | an obligation to register a mortgage forichha
warning note is registered,;

(3) | encumbrance of rights pertaining to laregistered
under the Pledge Law, 5727-1967.

Insurance companies and provident funds

22. | For the purpose of section 21, the acceptahogoaey by an insurer, and by,
management company for provident funds it managjes] not be considered
acceptance of monetary deposits.

Providers of deposit and credit services at a smailt scope than that of
banking services

22a. | (a)

The provisions of exclusiveness of agtiint Section 21(a)(1) shall not
apply to an organization that is engaged in progdieposit and cred
services, at a scope smaller than that of banlengces.

It

(b)

In this section, “Organization”, “Scope of Wbamy services” and
“Deposit and credit services”—as defined in Sedidnand 25a of th
Control of Financial Services (Regulated FinanSaivices) Law, 5776-
2016, as relevant.

(4%

Fields of activity of a joint services company

23. | (@) | A joint services company shall engage @mlhe provision of services

This version is not official. The binding version $ that of the law as gazetted.




Supervisor of Banks Banking Legislation (04/17)
Banking (Licensing) Law Page 124-18

to financial entities or their customers and to Bamnk of Israel; in this
section, “financial entity” per its definition irhé Banking (Service t
Customer) Law, 5741-1981.

(b)

The provisions of subsection (a) shall notlapje a joint services

company that is an operator of a payment systermisha controlled
system, and it shall be permitted to provide sewio any person; in th
regard, “"operator” of a payment system” and “colhdid system” are pe
their definition in the Payment Systems Law, 57682

Total means of control in non-financial corporatiors

23a.

(@)

The total means of control, which a bagkiorporation may hold i
nonfinancial corporations, as permitted under Liag/, shall not excee
the following rates of a banking corporation’s ¢abias defined for thi
purpose in Proper Conduct of Banking Business Reiguis, which the
Supervisor issues in his authority under sectiaib6f the Ordinance i
regard to capital measurement and adequacy—

(1) up to 15% of its capital—in any nonfinanaakporations;

(2) up to an additional 5% of its capital—prowidi does not hold

more than 5% of any particular type of means oftr@dnn one
corporation, and does not have the right to appuhitector;

3) up to another 5% of its capital—in nonfinalctorporations
which are foreign corporations and do not engagaaterial and
long—continued business activity in Israel.

The Governer may allow higher rates than thogeanagraphs (1) to (3
if he believes the means of control in nonfinanci@porations increase
in value due to their profits, or that the bankoayporation's capital hg
decreased due to its losses.

(b)

For the purpose of this section, means of robnh a nonfinancia
corporation shall not be included if held by thidwing:

(2) another nonfinancial corporation, which thenk controls
according to section 47,

(2) the banking corporation, or a corporationcantrols, or is a

principal shareholder therein, where they hold theans of
control in trust or on behalf of another or undez provisions of
sections 26 and 27;

(3) (deleted);

(4) (deleted);

O

L2 =]

=)

=

O~

Holding means of control in a joint services compan

24. (@) | Banking corporations, which are not cogbby one person, shall n
hold more than 50% of the means of control in gomtion, which
engages in the provision of services to its membets their customer
and which does not have a joint services compaense.

(b) | The provisions of this section shall not apfythe holding of means (

Df
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control in a stock exchange as defined in the Sesitaw.

Holding means of control in a significant nonfinan@l corporation or
in an insurer that is a significant financial entity

24a.

(@)

A banking corporation shall not hold mitwvan 1% of a particular type ¢
means of control in a significant nonfinancial amgttion or in an insure
that is a significant financial enity.

Df

(b)

Notwithstanding the aforesaid in subsectioy éabanking corporatio
may hold more than 1% of a particular type of meainsontrol in one
significant nonfinancial corporation and in one ures that is g
significant finacial entity, provided that its hoid in that corporation o
insurer does not exceed 10% of a particular typmedns of control in

corporation or insurer as abovementioned.

=

=

(©)

In this section -

"a significant nonfinancial entity" — as definad section 35b, and i

regard to that, the total value of the financiatitgis assets will be

calculated as the total value of its and the fimgnentities that it
controls, assets.
"a significant nonfinancial corporation” — as definin section 35b.

174

Restrictions on appointments in a nonfinancial corpration

24b.

(@)

A banking corporation shall not have tightrto appoint a director in
nonfinancial corporation that is controlled by drest nonfinancia
corporation in which the banking corporation hotdeans of control, i
the banking corporation does not hold other mednsoatrol in the
nonfinancial corporation.

a

f

(b)

A banking corporation shall not appoint, eitisengly or in conjunction
with others, a chairperson of the board of diregt@ chief executiv
officer or any other officer filling that posutuirgr a chief financia
officer in a nonfinancial corporation, and it i;epumed that the bankir
corporation made such appointment if the appoirgesn officer of the
banking corporation.

1%

Expanding occupations of banking corporations

25.

The Governor, after consulting with the adwsa@ommittee and with th
approval of the Minister of Finance and the Knessetvay of resolution, ma
determine an occupation in addition to those peeahito banking corporation
under this Chapter, either generally, or to a aetigpe of banking corporation
or to a group within a certain type of banking @ygiions.

=< D

2}
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Pledging of means of control

26.

Notwithstanding the provisions of this Chap&ebanking corporation may ho
means of control in a nonfinancial corporationthé means of control af

inten

corporation does not vote at a general meetingaof sorporation, except fg

resol

the voluntary winding up of the corporation, or alesions which might

preju

d
e
ded in good faith to secure an obligation,vgted that the banking
r
utions under section 350 of the Companies lragglutions pertaining tp

dice its rights as creditor.

Banking corporation as creditor

26a.

(@)

Notwithstanding the provisions of this @tea, a banking corporatign
which has provided credit to a corporation maythi& credit agreement,
be granted the ability to prevent the corporatimmf making busines
decisions insofar as this is necessary to asssiragiits as a creditor,
provided this is done in good faith, is reasonahieder th
circumstances, and the banking corporation doesoldt more than 59
of any particular type of means of control in tleeporation.

(b)

Notwithstanding the provisions of subsectia)) the banking corporation
may be granted the ability to prevent the appointnoé an officer in the
corporation only if the corporation is in financidifficulty, and has
accepted a settlement concerning most of its detmsall this subject t
the conditions mentioned in subsection (a), and domeriod not
exceeding four years.

|}

Sale of means of control

27.

(@)

A banking corporation which, contrary te frovisions of this Chapte
controls, is a principal shareholder, or holds nseaincontrol in another
corporation, shall sell the unlawfully held meariscontrol in the other
corporation within a period set by the Supervisor.

=

(b)

A banking corporation which, due to the reatiian of means of contrg
that secured an obligation as stated in section a2guires control,
becomes a principal shareholder or holds meanswfral in anothel
corporation contrary to the provisions of this Cieapshall sell its means
of control in the other corporation within a periset by the Supervisor,
after providing the banking corporation an oppoitiurto present itg
arguments.

(€)

If the banking corporation fails to sell samans of control according 1o
the instruction of the Supervisor under subsecfanor subsection (b),
the District Court, at the Supervisor’'s requesty rmppoint a receiver far
the sale of the means of control.
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CHAPTER C1: HOLDING OF MEANS OF CONTROL
BY INSTITUTIONAL INVESTORS

Definitions

27a. | Inthis Chapter—

“Institutional I nvestor” — any one of the following:

1)

a management company - in respect of all plexvi funds it manages;

(2)

a joint investment trust fund manager, in eesf all funds it manages

®3)

another corporation, which holds or managé&ropeople's money ar
to which the Minister of Finance, after consultatiwith the Governor
determines that the provisions of this Chapterygppl

same

“Related institutional investors” - institutional investors controlled by th

corporation, as well as institutional investors,ichhare not controlled by
banking corporation or by the bank holding corporatas aforesaid, but ar
managed by a corporation as aforesaid, and thedstment committee include
a member who is an employee or director of sucharation;

banking corporation or by the bank holdingpamtion of that bankin

“Shares” - shares and securities convertible into sharadet on the Stocg
Exchange as defined in the Securities Law.

Restrictions on institutional investor

27b. | An institutional investor shall not hold mean$ control in a banking
corporation which controls it, or in a banking corgtion controlled by a ban
holding corporation which controls the institutibimavestor as well.

d

o P> o

2S

)

Holding of

institutional investors in another banking corporation

27c. | (a)

Related institutional investors shall ratid, collectively, means ¢
control in another banking corporation at a rateeexling 5% of eac
type of means of control.

(b)

The share of each related institutional ineest the permissible rate ¢
means of control, as mentioned in subsection (@ll e determinec
once per quarter on the basis of the pro rata sifale value of its shar
investments out of the value of total share invesii® of all relatec
institutional investors.

()

No later than the fourteenth day of Decembdarch, June, an
September of each year, a related institutionastor shall report to th
banking corporation controlling it, or to the bahklding corporation
controlling it, as the case may be, the valuesohdldings in shares at tk
end of the month preceding the day of the repbet;danking corporatio
or the bank holding corporation, as the case mayshal calculate th
rate of means of control which each related intial investor may

ne

W25

hold as mentioned in subsection (b), and shallfyhalie institutional
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investor and the Supervisor of these rates by wantieth day of saic
months; these rates shall obligate the institutiamaestor in respect o
the quarters beginning on January 1, April 1, Jylsgnd October 1, as tk
case may be.

—

e

(d) | If a related institutional investor’s holdirmj means of control excee(
the rate which it is permitted to hold under sulisaqb) due to a chang
in its permissible rate of holding as determinedkhea notice received
according to subsection (c), it shall reduce saidihg to its permissible
rate within one month from the date on which théoep according tc
subsection (c), was received.

s

174

Sale of means of control

27d. | Where an institutional investor holds meansasftrol in a banking corporatio
in contrary to this Chapter, and has been giveddys’ written notice thereof,
the Supervisor shall apply to the District Courtigsue instructions concernin
the sale of the excess means of control.

n

19

CHAPTER C2: CONTROLLING AND HOLDING MEANS OF CONTRO L
IN MANAGEMENT COMPANY, IN JOINT INVESTMENT TRUST FU ND
MANAGER, AND IN INVESTMENT-PORTFOLIO MANAGEMENT

(See Appendix concerning transitional provisions)

CORPORATION

Holding means of control by banking corporation

27e. | (a) | Notwithstanding the provisions of this kaw

(2) a banking corporation shall not hold meanscohtrol in a
management company or in a joint investment tuust fmanager
(2) a banking corporation shall not hold more thHE% of any

particular type of means of control in a corponatibat controls a
management company or a joint investment trust fmatager
or in a corporation that holds more than 25% of payticular
type of means of control in the company or fund aggan.

(b) | Notwithstanding the provisions of this Law—

(1)

a banking corporation shall neither contrat hold more than 5%
of any particular type of means of control in apoyation that
engages in management of investment portfolios thelude
assets of a joint investment trust fund, assetgsro¥ident funds
or assets of an insurer credited to its insured;

(2)

a banking corporation shall hold no more tH6 of any|
particular type of means of control in a corponaticontrols a
corporation that engages in investment portfolimagement a
mentioned in Paragraph (1), or in a corporatiordimgl more thar

U)
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25% of any particular type of means of control iicaporation
that engages in occupations as abovemenioned.

Hold

ing means of control by whoever controls a barnkg corporation

27f.

(&) | Whoever controls a banking corporationllshat hold more than 5% @
any particular type of means of control in a mamaget company or in
joint investment trust fund manager, and shallhmt more than 10% ¢
any particular type of means of control in anotlterporation tha
controls one of the foregoing or that holds mownt@5% of any type g
means of control therein.

(b) | Whoever controls a banking corporation shatl mold more than 5% g
any particular type of means of control in a cogton engaging ir
investment portfolio management as mentioned irtide@7e(b) anc
shall not hold more than 20% in a corporation tmattrols a corporatio
engaging in investment portfolio management aseafientioned or tha
holds more than 25% of any particular type of meahsgontrol in a
corporation that engages in said activity.

Charge as a holding

279.

The provisions of sections 27e and 27f shatl apply to holding of means of
control that secure an obligation except mean®nfrol intended, in good faith,
to secure an obligation held by a banking corporatprovided the provisions of

section 26 apply to the banking corporation; thevigions of this section sha

not derogate from the provisions of the Joint Itwesnt Trust Law, 5754-1994,
or from those of the Supervision of Financial Segsi (Provident Funds) Law,

5765-2005.

Sale

of means of control

27h.

The provisions of section 27 shall appmutatis mutandis, to a banking
corporation and to whoever controls it, that cdnto hold means of contrg
contrary to the provisions of this Chapter.

Non-applicability to a certain bank or foreign bank

271.

The provisions of this Chapter shall not apya bank, a foreign bank, or
whoever controls either of them if the number sfatistomers at its branches
Israel does not exceed 5,000, and one of the follpwircumstances is prese
therein —

(1) | the customer's total assets held at the bamk the foreign bank, as tf
case may be, does not exceed NIS 5 million;

(2) | the customer's total liabilities toward thenk or the foreign bank, as t

— D

—n

—

=

— -

to
in
nt

e

case may be, does not exceed NIS 5 million.
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CHAPTER D: ACTIVITIES REQUIRING A PERMIT

Branches
28. (@) | A banking corporation shall not open a bmaand shall not conduct
business therein, except according to a permiStngervisor, or a Bank
of Israel employee so authorized by him, has isstftsdt consulting with
the Licensing Committee.
(b) | A business promotion bank shall have no mbaan tfour branches in
Israel.
(c) | The requirement of obtaining a permit to oemranch in a foreign

country shall not apply to a foreign bank.

Closing permanent branches

28a. | (a)

In this section -

"The Supervisor” — including a Bank of Israel éoyee so authorized by
the Supervisor;

"A Permanent Branch" — a branch which was graatgmermit to open
and offer its services in a permanent place foualmitted period of
time.

(b)

A banking corporation, before closing a pererdrbranch, shall submit
to the Supervisor a substantiated request in wgtitine Supervisor may
request further details, if he deems so necesdaryyreviewing the
request.

(€)

The Supervisor shall give a substantiatedluéso in writing within 30
days from receiving the request to close a permamamch, and had he
asked for further details as mentioned in subseda) — within 30 day;
from receiving them; in said resolution the Supsovi shall detai
consent or objection to the closure request, angd sea conditions for
closure of the permanent branch, including postpmm of requeste
closure date; the Supervisor may extend said pgrigatovided
substantiated written notice was given to the hamkorporation.

U7

&N

(d)

A decision concerning objection to the closofea permanent brangh
shall be made after the banking corporation wasrgan opportunity tg
present its arguments and after consulting with_ibensing Committee

=4

(€)

Where a decision under this section conceroorgent to the closure of
a pemanent branch was made, the banking corpotsinahannounce t
the customers of the branch of its closure, inimgitand in any othe
manner in which it usually delivers massages tociistomers; thg
banking corporation may close the branch after &3 drom delivering
the massage in writing as abovementioned.

P—= 0
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Considerations in issuing a branch permit and in tle decision of
closing a permanent branch

29.

In issuing a branch permit, and in the decisionlo$ing a permanent branch
according to section 28a, the following matterdidbeataken into consideration:

(@) | the contribution of the branch to servicesderrd to the banking
corporation’s customers or to the developmentbitsiness;

(b) | the scope of the banking corporation’s busredivities, its capital, it
profitability, and its ability to manage the branch

(c) | in respect of a branch outside Israel—the S8upa’'s ability to
supervise its activity;

(d) | the Government’s economic policy;

(e) | the p|ub|ic vv‘elfare.

Revocation of branch permit

30.

(@)

The Supervisor may revoke a branch pedfigy providing the banking
corporation a reasonable opportunity to presenarggiments and after

consulting with the Licensing Committee, if onetloé following exists:

(2) the corporation has not begun to conductrtass at the branch or

has ceased to conduct them;

(2) the corporation breached a material ternisolicense;

3) the corporation violated a material provisminthis Law, of the
Ordinance, or of the Bank of Israel Law, in mangdime branch;

4) in respect of a branch outside Israel—the eBtipor canno
supervise its activity and he believes this maptegudicial to the
assurance of the corporation’s stability;

(5) public welfare reasons entail the necessitgtoke the permit;

(b)

Once a branch permit is revoked, the bankmparation shall cease
conduct business at the branch within a periodgéthe Supervisor.

Hold

ing m

eans of control in a foreign corporation

31.

(@)

A banking corporation or a bank holdingpowation shall not hold mor
than 10% of any particular type of means of conirola foreign
corporation, which, were it to do business in Israeuld require g

license under this Law - except under a permit joiex by the Governor

after consulting with the Licensing Committee.

L)

o

(b)

The provisions of this section shall applyther to a foreign bank nor to

a bank holding corporation which controls a forelzgank and does ng
control other banking corporations.

Dt
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Considerations for issuing a permit under section B

32. | In issuing a permit under section 31, the fellg matters shall be taken into
consideration:
(1) | the contribution of the foreign corporation services rendered to
customers of the permit applicant or of bankingpooations which it
controls, or to the development of the permit aggpit’'s business;
(2) | the scope of the permit applicant’s busineapijtal, profitability, and it$
ability to manage the foreign corporation;
(3) | the Supervisor's ability to obtain informatioabout the foreign
corporation’s activity;

(4) | the Government’s economic policy;
(5) | the public welfare.

Revocation of permit under section 31

33. (@) | The Governor may revoke a permit issuedeursection 31, after
providing the permit holder a reasonable opporyund present its
arguments and after consulting with the Licensimgn@ittee, if one the
following exists:

(1) the corporation breached a material ternisoficense,;
(2) the permit holder violated a material prosisif this Law, of the
Ordinance, or of the Bank of Israel Law, in conr@cttwith the
foreign bank;

(3) the Supervisor does not receive sufficiefbrimation about the
activity of the foreign corporation, and the Gowarbelieves thig
may be prejudicial to the assurance of the pernatddr’s
stability;

(4) public welfare reasons entail the necessitgtvoke the permit .
(b) | Once a permit is revoked, the permit holdeallskell the means af
control in the foreign corporation within a perisdt by the Governor,
until it no longer holds more than 10% of any pautar type of means aof
control in the foreign corporation; failing thidet District Court, at the
Supervisor’s request, may appoint a receiver fersdle of the means of
control as abovementioned.

Control and holding means of control in a banking orporation

34. (@) | A person shall not hold more than 5% of pasticular type of means of
control in a banking corporation or in a bank hotgdcorporation, excey
under a permit issued by the Governor after comgulwith the
Licensing Committee.

(al) | A person shall not make an agreement witltheman regard to their vote
for the appointment of a director in a banking cogbion or in a ban
holding corporation, including in regard to thewt® for his dismissal,

174

—
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except under a permit issued by the Governor, aftesulting with the
Licensing Committee; this provision shall not apfaya group of holder
as per section 11d(a)(3)(b) of the Ordinance, gare to a vote for th
appointment of a director proposed by them undat $ection, or to
holder of means of control who agrees with anothat the other will
vote in his name and on his behalf without any réison, as the said
holder of means of control instructs him, providledt if the other holds,
on his own behalf, means of control in the banldgogporation or in the
bank holding corporation, as the case may be, h# sbt vote in the
name and on behalf of more than one other holder.

~ O

(b)

A person shall not control a banking corpanatior a bank holding
corporation, except under a permit issued by theve@wr, after
consulting with the Licensing Committee.

A\ 4

(bl)

In issuing a permit under this section, domsiderations specified in
section 6 shall applymutatis mutandis, including the applicant’s
suitability to control, to hold the extent of measfscontrol applied for
or to agree in regard to voting for the appointmentiuding the
dismissal of a director, including his business ezignce, his othe
activities and businesses, his economic strengih,ta clean record,; thf
possible implications of issuing the permit in neb&o the current o
future control of the banking corporation, or thenk holding
corporation, shall also be taken into account.

\*2J

=

()

The holder of means of control in a bankingpooation or in a bank
holding corporation, shall not transfer said metmsnother, knowing
that the transferee requires a permit under thedicse and does nat
pOSSess one.

(d)

(Deleted).

(€)

The provisions of subsections (a) and (b)lstnatl apply to a holder af
means of control in a banking corporation or in ank holding
corporation due to a transfer under law.

(f)

The provisions of this section shall not appbymeans of control in a
foreign bank, or in a bank holding corporation whiontrols a foreign
bank and does not control any other banking cotmoraunless the
holder is an Israeli resident.

174

@

The provisions of this section shall applyoats the holding of means of
control in a banking corporation or in a bank hotfdicorporation th

secure an obligation, except means of control agveabentione
intended in good faith to secure an obligation hbld a bankin

corporation, the quantity of which in any secustaeccount belonging

a certain customer does not exceed 0.001% of gael of means o
control.

Revocation or amendment of permit under section 34

34a.

(@)

The Governor may revoke or amend a pdssited under section 34
after consulting with the Licensing Committee, & as reasonable
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grounds to assume that one the following exists:

(1)

the permit holder breached one of the mdtdgems of the
permit;

(1a)

the permit holder violated one of the prmris of section 27f;

(2)

the permit holder or an officer thereof hae convicted of a
offense, the severity, nature, or circumstancesltoth justify the
revocation or amendment of the permit;

3)

where the permit holder is a corporation—eaililation order ha
been issued against it, or a receiver has beenirdpgofor its
assets or for a material part thereof due to detaul debt, and
where the permit holder is an individual— a recestag order in
bankruptcy proceedings has been issued againstdrite has
been declared legally incompetent;

[92]

(3a)

the permit holder is a significant nonfin@hccorporation of
controls that corporation, the holder of means aftol in a
banking corporation that is a significant finanogtity or in a
bank holding corporation that controls it, or cofgr an
abovementioned banking corporation, and all contriar the
provisions of section 35b(b).

(3b)

the permit holder holds means of control an significant
nonfinancial corporation and controls a bankingpooation that
Is a significant financial entity, contrary to thgrovisions of
section 35b(c).

(3c)

the permit holder controls a banking corfiora that is a4
significant financial entity and controls an insurthat is a
significant financial entity, contrary to the premns of sectior
35b(d);

\

(4)

there is a substantial concern about possiaten to the stability
of the banking corporation, or concern regardingsgiie harm tc
public welfare - unless the permit is revoked oeaded;

(b)

The Governor shall not amend or revoke a peiamsistated in subsectig
(@), unless he provides the permit holder an oppdst to present it$
arguments, and to correct the breach within a gesf@30 days.

()

1)

if a permit holder, or an officer therebfs been indicted for &
offense the conviction in which, in the Governarjgnion, would
justify revocation or amendment of the permit doi¢hte severity
nature, or circumstances of the offense, the Garemmy, after
providing the permit holder an opportunity to prasehis
arguments and after consulting with the Licensingmdittee,
amend the permit and determine provisions and tiongdi
herein, which shall apply during a period that hallsdetermine.

N

(2)

the provisions of Paragraph (1) shall alsplypvhen a crimina
investigation is opened against a permit holderaor officer
thereof, concerning an offense as abovementiondelamagraph
(1), provided the Governor consults with the AteynGenera

concerning the criminal investigation.
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Governor’s instructions to anyone acting without apermit under
section 34

35.

(@)

If the Governor believes that a person acted withypermit under
section 34, he may, after providing said persol@ortunity to presen
his arguments and after consulting with the LicegsiCommittee
instruct —

—

(2) the sale of means of control that person$)atdwhole or in part,
within a period determined by the Governor, so gatl persor
shall not hold means of control of any type beydhd rate
permissible without permit under section 34;

(2) that the right to vote or to appoint direstariginating from the
means of control that said person holds withoueanit under
section 34 shall not be exercised,

>

3) that a vote cast by force of means of cortedtl by said perso
without a permit under section 34, shall not caargaid voting;

4) that the appointment of a director effected daid person b
annulled.

112

(b)

If a person held means of control in a bankeogporation or in a ban
holding corporation due to a transfer under lawaatate requiring

permit under the provisions of section 34, the Goor after providin
the holder an opportunity to present his argumants after consultin
with the Licensing Committee, may instruct him &l said means

control, in whole or in part, within a period detenedd by the
Governor, so that said person shall not hold meé&sntrol of any type
beyond the rate permissible without a permit urséetion 34.

(€)

If the Governor instructed as per provisiorissobsection (b) to se
means of control, he may instruct as provided imseations (a)(2)—(4
mutatis mutandis.

(d)

If the holder of means of control fails to|Isshid means of control in
accordance with the Governor’s instructions undéssctions (a) or (b
the District Court, at the Supervisor's requestyrappoint a receiver far
the sale of said means of control.

(€)

A banking corporation shall make its best ieffo prevent a person from
acting by force of means of control he holds intrention of the
provisions of section 34.

Appointment of a director in special cases

35a.

(@)

Where a director in a banking corporatias not appointed, or his term
in office ceases for any reason, including failiwr®@btain a permit unde
section 34(al), nullification of an appointment @ section 35(a)(4),
the Supervisor's opposition to the appointment urséetion 11a(a) of
the Ordinance, or ceasing the term in office urgbmtion 11a(e) of th

=

This version is not official. The binding version $ that of the law as gazetted.




Supervisor of Banks Banking Legislation (04/17)
Banking (Licensing) Law Page 124-30

Ordinance, and therefore the number of directoss fallen below th

number that the Supervisor has determined as thppate number o
directors in said banking corporation (in this s@tt-the appropriat
number of directors), or that therefore the comjpmsiof the directorat
in the banking corporation failed to meet all legafjuirements, th
Supervisor shall instruct the banking corporatian dall a gener

meeting within three months of the date of hisringion, or within a
shorter period as he instructs if he believes fhmumstances justify it
provided the period is not shorter than 60 dayer-the purpose o
appointing directors to complement the appropmatmber of directors
or to modify the composition of the directoratetbat it meets all lega
requirements, as the case may be.

(b)

Where the general meeting failed to appointaors as required by th
Supervisor under that subparagraph (a), the Siugmnshall instruc
again to call a general meeting of the banking @a@on within sixty
days of the date of his re-instruction; if the regd directors are ng
appointed even after the Supervisor's re-instractive committee for th

appointment of directors in banking corporationgpanted under

section 36a (in this section—the Committee), sayafioint the number g
directors required to bring said number up to thprapriate number, g
to modify the composition of the directorate to mesdl legal
requirements, as the case may be.

()

The term of office of a director appointed the Committee unde
subparagraph (b) shall be until the second anneeting following his
appointment; in this regard — "annual meeting" —da$ined in the
Companies Law.

(d)

The conditions set in section 11e(b) of theli@ance shall apply to th
appointment and term of office of a director appeinby the Committe
under subparagraph (b).

Prohibition of control and holding means of controlin a banking
corporation that is a significant financial entity

35b.

(@)

In this section —
"A financial entity" and "A nonfinancial corporation” — as defined in
section 28 to the Enhancing Competition and Redu€oncentratior]
Law;

"A significant financial entity" — a financial entity that fulfils one of th
following:

—_—

e
[

D ~

—

-

=

112

e

(1) it is listed in the significant financial émgs list;

(2) the provisions of section 29(a)(1) of the &méing Competition
and Reducing Concentration Law, are fulfilled evfghe entity is
not listed in the significant financial entitiestli

"The significant financial entities lis™ — the significant financial entitie
list published according to section 29 of the Emlvagn Competition anc

Reducing Concentration Law;
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"The significant nonfinancial corporations list" — the significant
nonfinancial corporations list published accordingsection 30 of the
Enhancing Competition and Reducing Concentratiom;La

v

"Controller” in a nonfinancial corporation — Including a haldef a
cluster of control, as defined in the Companies Lawa nonfinancia
corporation that has no other controller;

"A significant nonfinancial corporation” — a nonfinancial corporatio
in which one of the following is fulfilled:

>

(1) it is listed in the significant nonfinanc@rporations list;

(2) the provisions of section 30(a)(1) of the &m¢ing Competitior]
and Reducing Concentration Law are fulfilled, eifemot listed in
the significant nonfinancial corporations list; hewer, for this
matter, the authority granted to the Director Gehesf the
Antitrust Authority at the end of the "determinegtie of sales '
definition, in section 30(e) to the abovementionad, will be
granted to the Supervisor;

(3) the provisions of section 30(a)(2) of the &m¢ing Competition
and Reducing Concentration Law are fulfilled, evfamot listed in
the significant nonfinancial corporations list; hewer, for this
matter, the authority granted to the Reduction ohé&ntration
Committee at the ending of the "determined credifinition, in
section 30(e) to the abovementioned law, will bentgd to the
Supervisor.

(b)

A nonfinancial corporation or its controllenal not control a bankin
corporation that is a significant financial entagpd shall not hold mor
than 10% of a certain type of means of control lmaaking corporatiof
as mentioned or in a bank holding corporation tuettrols it, and if the
abovementioned banking corporation is a bankinga@tion without g
controlling core — shall not hold more than 5% aieatain type of means
of control; the Governor may determine in regarthie subsection a rate
lower that 10%, provided that it is no lower th&;5n determining the
abovementioned rate, the structure of the bankiagtos shall be
considered.

= Q

(€)

The holder of more than 5% of a certain typeneans of control in
significant nonfinancial corporation (in this secti— the holder) shall not
control a banking corporation that is a significdimancial entity; in
regard to the rate of the holder's holdings, thielihgs of the banking
corporation, significant financial entities thatntml it or are controlled
by it, or other financial entities that the holdeslds, shall not be takgn
into account; in regard to calculating the detemdiisales cycle and the
determined credit of the nonfinancial corporatieoading to section 30
of the Enhancing Competition and Reducing Conc&otraLaw, a
nonfinancial corporation that is not the holdeaasorporation that is not
a nonfinancial corporation in which the holder l®ldore than 5 of its
means of control or a corporation that is not calgd by a corporation
as abovementioned, shall not be taken into account.

}e%)
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(d)

A controller of a banking corporation thatisignificant financial entity
shall not control an insurer that is a significéinncial entity; In this
regard, the total assets value of a significanarfaial entity is to be
calculated as its total assets value and the #stsgts value of financia
entities that it controls.

(€)

A significant nonfinancial corporation or entroller that controlled a
banking corporation that is a significant finanaatity or held means ¢
control in the abovementioned banking corporatiomaa bank holding
corporation that controls it, or, a holder of meaofs control in a
significant nonfinancial corportion, that contralla banking corporatio
that is a significant financial entity, contrary the provisions of
subsections (b) and (c), or a controller of a bagldorporation that is g
significant financial entity that controlled an umer that is a significant
financial entity, contrary to the provisions of sabtion (d), shall sell th
means of control that it holds, so that it doeshwt any type of means
of control above the rate permitted to hold acaoydp this section, an

the Governor or the Supervisor, if the Governohatised him, may giv

directions in this matter, including directionspas subsections (1) to (4)
of section 35(a)mutatis mutandis; the provisions of section 35(d) and (e)
shall apply, mutstis mutandis; in the event that the Governor or the
Supervisor gave directions according to this sacteonotice about that
shall be sent to the banking corporation as well.

—n

=)

(f)

Without derogating the powers of the Goveramd the Supervisor to
demand information according to this law, the Gawver or the
Supervisor, for the implementation of this sectiomy -

(2) demand from a controller or holder of meahsamtrol in excess
of the rated mentioned in subsections (b) to (daifanking
corporation, a bank holding corporation that coatdl or an
insurer or a person applying to hold or controalhsvementioned,
information regarding the total value of its assetd the assets of
anyone whose total value of its assets is takem actount for
determining that a financial entity is a signifitdimancial entity;
in this regard, "total value of assets" — as defimesection 29(d
of the Enhancing Competition and Reducing Conceatrd.aw;

(2) demand from a controller or holder of meahsamtrol in excess
of the rates mentioned in subsections (b) or (&)aibanking
corporation that is a significant financial entity in a bank
holding corporation that controls it, or a persqplging to hold
or control as abovementioned, information in reg@ardts saleg
and credit data and anyone whose determined cydal@s or itg
determined credit is taken into account for detamng a
nonfinancial corporation as a significant nonfinahcorporation,
provided the Governor or the Supervisor shall nemand
information according to this paragraph regardingdit granted
to a natural person except after demanding infdomatgarding
credit granted to the relevant entities, and catioly that this
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order to implement this section; for this mattegredit”,
"determined credit", and "determined cycle of saleas defined
in section 30(e) of the Enhancing Competition anediring
Concentration Law.

(9)

The provisions of this section shall not apfymeans of control in
foreign bank or in a bank holding corporation whagntrols a foreigr

bank and does not control any other banking cotmoraunless the

holder is an Israeli resident.

Reports on holding means of control

36.

(@)

A holder of more than 5% of any particulgre of means of control in
banking corporation or in a bank holding corpomatihich is controllec
by whoever has a permit under section 34(b), gtraltent the bankin
corporation or the bank holding corporation, asdaige may be, on Apr|
1 of each year and at such other dates as the\&sgreshall determine,
report on the holding of said means of controltsnpossession and oth
details as the Supervisor shall determine, inclyidie following:

information and the other information that he t&sot enough in

a

=Q

er

(1) in regard to a corporate holder—its holdereantrol and thosé
who hold 5% or more of any particular type of meahsontrol
therein;

U

(2) anyone for whom or for which the holder senas an agent (¢
trustee.

Dr

(b)

(1) A holder of more than 1% of any particutgpe of means of

control in a banking corporation or in a bank hitdcorporation
in which all holders of means of control do notuieg a permit
under section 34(b), shall present the bankingaraton or the
bank holding corporation, as the case may be, artrem his or
its holding of said means of control and other itketas the
Supervisor shall determine, including the follownhefails:

(@) its holder of control and if it has no holdd control -
those who hold 10% or more of any particular type
means of control therein, and its directors as;well

(b) anyone for whom or for which the holder ssnas arn
agent or trustee;

(c) in regard to anyone holding no more tharP®.®f any
particular type of means of control in the bank
corporation — if he objects that the banking coation
disclose in its reports details of his holdingpas section
37 of the Securities Law; where he does not givece@s
aforesaid, he shall be regarded as consentingetsdid
disclosure, but he may, at any time afterward,ndtis

ng

objection and it shall take effect at the end oé¢hmonths

corporation;

as of the date of written announcement to the tmqki
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(2) (deleted);
3) the report under subparagraph (1) shall begmted on April 1 of
every year and on other dates the Supervisor dbdimine, and
also whenever the holding of any particular typenofans of
control attains a rate requiring reporting unded sabparagraph,
and whenever the holding falls below that rate.
(b1) | The Supervisor may instruct a particular cogtion as per subsection
(b)(1) to publish details, as he shall determiregarding holders o
means of control therein over a certain rate hedessrmined, provide
this rate is no less than 1%, even if they objedtedlisclosing thei
holdings as per subparagraph (1)(c), for reasdrad, ghall be detailed
and provided that said instruction takes effed¢ast six months as of the
date the instruction has been provided to the qdaii banking
corporation.
(c) | The Supervisor may order that a holder of mezrcontrol, who is unde
an obligation to the reporting requirement sethfart this section, sha
submit said report directly to the Supervisor ai.we

(d) | The provisions of this section shall also gp a holder of means of
control in a banking corporation or in a bank hiotdicorporation tg
secure an obligation, except where the holdeibiarnking corporation.

||
CHAPTER D1: COMMITTEE FOR THE APPOINTMENT OF

DIRECTORS IN BANKING CORPORATIONS

Ll —h

—_— =

The committee for the appointment of directors in lanking

corporations
36a. | (a)| The Governor shall appoint a committegterappointment of directors
in banking corporations (in this Chapter—the Contewi).

(b) | The Committee shall be comprised of the follayfive members:
(2) a retired judge of the Supreme Court or @f Bistrict Court, tg
be proposed by the Minister of Justice after caatioh with the
President of the Supreme Court, and he shall betthieperson;
(2) two members, to be proposed by the chairpersd the
Committee appointed under subparagraph (1), afiesudtation
with the Chairperson of the Securities Authoritjyonare expert
on the economy and fulfill the provisions of sentib6a of the
Government Companies Law, 5735-1975 (13), or whia loo
held senior academic posts at higher educationtutes in
pertinent fields;

(3) two directors, serving as external directans the banking
corporation being discussed by the Committee, megdy the
Committee Chairperson and the members appointederund
subparagraphs (1) and (2), in consultation withSheervisor; in
this regard, "External Director" — as defined i tGompanies

192)
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Law, or as per the Proper Banking Management Duext
regarding the directorate, issued by the Supervisder section
5(c1) of the Ordinance.

(c) | The Committee and its members shall not be regaaddublding mean
of control in the banking corporation discussediiy Committee, or a
controlling said corporation.

(d) | The Committee is a Controlled Entity, as pect®n 9(6) of the Stat
Comptroller Law, 5718-1958 (Consolidated Version).

Restrictions during and after tenure
36b. | (a) | Inthis section —

"Related Entity" — anyone controlling a banking corporation or a
corporation controlled by a banking corporatiorbgmwhoever controls a
banking corporation;

"Associatior' - as defined in section 11e(e) of the Ordinance;
"Substantial Holder" — anyone holding more than 2.5% of any
particular type of means of control in the bankaagporation discussed
or about to be discussed by the Committee, anyong&atling the said
holder, anyone controlled by any of them, a memiea group of
holders as per section 11d(a)(3)(b) of the Ordieaanyone controlling
member of said group of holders, and anyone cdattdly any of them;
"Close Relationshif — relations between a person and his relative| hi
partner, his employer, anyone to whom he is subphoectly or
indirectly, and a corporation he controls.

(b) | No person shall be appointed or serve asrabaeof the Committee if
any of the following exists:
(2) he or his relative hold means of control of @aype in a banking
corporation, in a related entity or in a substarti@lder, excep
holding negotiable shares at a rate not exceedigaaer of 1%
of the issued and paid-up capital of any of them;

(2) anyone who has, or anyone with whom he hasse relationship
has, in the two years preceding the nomination, dat@s of the
nomination date onward, an association with a banki
corporation, a related entity, an officer in a khagkcorporation
or a substantial holder, and also anyone who haspfathe
nomination date onward, an association with a ixeabf an
officer in a banking corporation discussed, or abtw be
discussed, by the Committee, or with a relativea grartner of a
substantial holder; in this regard, term of offiae an externg
director by a Committee member appointed under imect
36a(b)(3) — shall not be considered an association;
(3) he is a minister, a deputy minister or a Kse¢snember, or has|a
personal, business or political association witimiaister or a
deputy minister, or he is a State employee or apl@mee of a
statutory corporation.

(4) the Governor believes he is not suitableetives as a Committee

(232

4]

W
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| member.

(€)

Without derogating from the provisions of sedtson (b)(2), anyone wh
has, or anyone with whom he has a close relatipnsas, business 0
professional ties with a banking corporation, ated entity, an officer in

a banking corporation, or a substantial holder allshot serve as a

member of the Committee, even if said ties arecoatinuous except fo
negligible ones.

(d)

Anyone who has served as a Committee memladkr rsbt be appointe

as director in the banking corporation discussethbyCommittee during
his term, or in an entity related to the said coapon, shall not be

employed by either, and shall not provide profesaligervices to either
either directly or indirectly, including throughcarporation he controls
unless a year has elapsed from the terminationsobffice as a membe

of the Committee as aforesaid; the provisions o skbsection shall not

apply to a Committee member appointed under se@iwe(b)(3), in

regard to term of office as an external directathie banking corporation.

Terms of office

36¢C.

(@)

A Committee member as per section 36B(band (2) shall bg
appointed for a period not exceeding three years e may be re
appointed for one additional term.

(b)

A Committee member as per section 36a(b){a)l ¥e appointed shortly
after an annual general meeting, and shall selivafter the next annual

[®)

=

=
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general meeting and shall serve as a Committee mreathlong as he
serves as external director in the banking corpmragas per that section,
and he may be re-appointed for additional periods.
Termination of office
36d. | A Committee member shall terminate office befthe conclusion of his term
upon one of the following:
(1) | He resigns by handing a letter of resignatmthe Governor;
(2) | The Governor decides to remove him from offiggon one of the
following:
(@) he is unable to discharge his function, @dbes not discharge|it
appropriately;
(b) one of the causes according to section 3@ndering him
ineligible for office, exists.
Proceedings
36e. | (a)| A majority of Committee members shall bdéawaful quorum at its
meetings, provided that said majority does notudel a majority of
members appointed under section 36a(b)(3).
(b) | Committee resolutions shall be passed by aonityajvote of those
participating in the voting; in the event of a tiedte, the Committee
Chairperson shall have an additional vote.
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(c) | The Committee shall determine its own proceduncluding the metho
of electing the director it shall appoint as pectes 35a(b) and th
method of electing the candidate for director ialklpropose to the
general meeting as per section 11d of the Ordinattee Committee's
procedure shall be approved by the Supervisor halll se published a
the Bank of Israel's Internet site.

—~ YD O

Validity of actions

36f. | The powers of the Committee and validity sfaictions shall not be prejudiced
by the vacancy of a member's position, or by a alafe his appointment or
continued term.
[ |
Remuneration
36g. | Committee members shall be entitled to renatimer for participating at its
meetings at a rate determined by the Governor,shaliinot be entitled to any
other remuneration and expense refund; the saidmeration shall be paid hy
the Bank of Israel.
[ |
36h. | (Deleted);

CHAPTER D2: ACQUIRING PAYMENT CARD 2 TRANSACTIONS

Definitions

36i.

In this Chapter —

"Company" — as defined in the Companies Law, 5759-1999;

"Debit Card Contract”, "Customer”, "Issuer”, "Asset, "Supplier" and
"Transaction" — according to its meaning in the Debit Card Law;
"Debit Card Law" — Debit Card Law, 5746-1986;

"Payment card”® — as defined in the Debit Card Law, except foewsable
plate or other reusable object intended only fahdrawing cash through
automated bank devices;

"Acquirer" — the possessor of an acquiring license;

"Acquiring " of payment card transactions — payment to a sempaé
consideration for the assets which a customer hathpsed from that supplier
using a payment card, in exchange for receiving/#thee of the assets from the
issuer of the payment card, and where paymentdossaplier is made by the
issuer — in exchange for receiving the value ofassets directly from the
customer;

"4-party Acquiring", of payment card transactions — acquiring exetbie

one who is not the issuer of the payment card wittch the transaction is

2 “Ppayment card” refers to credit and debit cardse Term “payment card” in this Law is termed
“debit card” in the Debit Card Law.
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made;
"Acquiring License" — a license under section 36k.

License requirement

36].

No person may engage in acquiring payment ¢eadsactions , unless |
possesses a license under section 36k.

Acquiring License
(See transitional provision in Appendix)

36k.

(@)

The Governor may, at his discretion, after a&onsulting the Licensing

Committee, issue a company with an acquiring lieens

(b)

The Governor shall not issue an acquiringnisggeunder subsection (a),

unless the issued and paid-up share capital afemde candidate is r

less than the amount set by the Governor, by omgproved by the
Minister of Finance and the Finance Committee ef imesset, and in

this regard the provisions of section 7(c) shafilgpmutatis mutandis.

(€)

The provisions of sections 6 and 8 shall agplyan acquiring license

mutatis mutandis.

(d)

For the purposes of the Ordinance, an acquharse license is revoks
shall
be deemed an acquirer for one year after the datevocation and thg
provisions of section 9(b) shall apply in this rejanutatis mutandis.

Control and holding means of control in an acquirer

36k.

The provisions of sections 34, 34a, 35, 350(@), (e) and (f), and 36 shg
apply, mutatis mutandis, to an acquirer as if it were a banking corporgt
however, the Governor may determine, accordingetaos 35b(b), a differer
rate than the rate applicable, according to thetie® to a banking corporatio
and all that according to that section.

An acquirer with wide-scope of activity

36l.

(@)

In this section, An Acquirer with Wide-Scope of Activity" — an
acquirer who has cleared 20% or more of the nurobgrayment carg
transactions acquired in Israel by acquirers, dheftotal amount paid t

the Supervisor under subsection (b); in order foutate said rate th

I
0
suppliers in Israel by acquirers — in the year @dang the instruction by
e
t

Supervisor may deem the entities hereunder, in evbolin part, as par

of the acquirer:

D

ne

d

—

(0]

- —~

(1) a company in which the acquirer is a pricgl@reholder;

(2) a company controlling the acquirer;

3) a company, in which whoever controls the @&eguis a principa
shareholder.

(b)

Where the Supervisor deems it necessary,dardo assure competitig
in the field of acquiring transactions with paymeatds or to assure tf

n
e

benefit of customers or suppliers, he may, in chasan with the
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wide-ranging activity enter into a transaction watt issuer for acquirin
transactions with payment cards issued by thaersstithe Superviso
finds that said acquirer has refused to transath whe issuer omn
unreasonable grounds; in this regard —

Director General of the Antitrust Authority, diretttat an acquirer wit?E

(2) imposing unreasonable terms by an acquicgrtrnsacting with
an issuer, shall be regarded, among others, asfusaleon
unreasonable grounds;

(2) the refusal of an acquirer to transact withissuer who is nat
subject, under law, to the Supervisor's supervisiothat of the
Capital Markets, Insurance and Savings Commissi@iethe
Ministry of Finance, shall be deemed a reasonadfilesal.

Hosted acquirer

36l1

(@)

An acquirer shall allow a hosted acquiceconduct acquiring via it; the
Governor, with the consent of the Minister of Fioenshall establish
rules for regulating the status and operation & Hosted acquiref,
including the hosting terms.

(b)

If the acquirer and the hosted acquirer do neach agreement on the
price for hosting, the Governor shall instruct themh regard to the
price that the hosted acquirer is to pay.

(€)

In this section—

“payment system”—as defined in the Payment Systeav, 5768-2008

“hosted acquirer'—an acquirer that is not coneeéctlirectly to the
payment system and conducts acquiring through anaitquirer, that i
not a hosted acquirer.

\"2J

An issuer

with a wide-scope of activity

36m.

(@)

In this section,An Issuer with a Wide Scope ofActivity " — an issue
that has issued 10% or more of the number of yaiment cards whic
have been issued in Israel, or an issuer thatugfirats payment cards, at
least 10% of the sum of transactions executedraelghrough paymer
cards issued in Israel in the year preceding thar ye which the
Supervisor has published the list of issuers usdésection (d) - hav
been carried out, and the Supervisor has so infbrhien under tha
subsection; in order to calculate said rate, thaidter of Finance, i
consultation with the Superviser and with the DivedGeneral of the
Antitrust Authority, may direct that the entitiesrbunder, in whole or i
part, be deemed part of the issuer, if he deenmedessary to assure
competition in the field of acquiring transactiongh payment cards g
to assure the benefit of customers or suppliers.

=)

oD P—=—Tr7p p—y

-

(1) a corporation in which the issuer is a ppatishareholder;

(2) a corporation controlling the issuer;

(3) a corporation, in which whoever controls tb&uer, is a principg

shareholder.
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(b)

An issuer with a wide scope of activity shalbt refuse, due tp
unreasonable grounds, to transact with an acgforeexecuting 4-party
acquiring of transactions with payment cards he isased; in thig
regard—imposing unreasonable terms by an issuetydasacting with
an acquirer, shall be regarded, among othersyefsisal on unreasonable
grounds.

(©)

The Minister of Finance, in consultation witfetSupervisor and with the
Director General of the Antitrust Authority, mayesRpt an issuer with g
wide scope of activity from the provisions of sutigmn (b), if he deems
that applying the said provisions may infringe ummmpetition in the
field of issuing payment cards, in a way that teaddit from applying the
provisions to ensure competition in the field ofjaicing transactions
with payment cards will be smaller than such amringement, and
considering the benefit of customers or suppliers.

(d)

The Supervisor shall publish, at the Banksoé¢l's Internet site, once a
year, a list of issuers with wide scopes of agtivaéind shall so inform the
issuers with wide-ranging activity not includedtire said list in the year
preceding the year of publication.

(e)

(2) Notwithstanding the provisions of sectidA of the Ordinance,
the Supervisor may divulge information or presemt document
to the Minister of Finance or to anyone on his lifelpaovided he
believes that, for the discharge of the dutiehefMinister under
this section, there is need to divulge the inforarabr document;

(2) No person may divulge information or presamy document

provided to him under the provisions of this sattia person who
contravenes the provision of this subsection dhalliabe to one
year's imprisonment or to a fine as stated in sectba(c) of the
Ordinance.

CHAPTER E: LEGISLATIVE ADJUSTMENTS AND

AMENDMENTS

Amendment of the Banking Ordinance

37. | (The amendments have been inserted into the&@ce.)
Amendment of the Bank of Israel Law
38. | (The amendments have been inserted into the) Law

Amendment of the Cooperative Associations Ordinance

39.

Sections 56(3), 56(4), and 62 of the Coopezafigsociations Ordinanaee
annulled.
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Annulment of the Credit Banks Ordinance

40. | The Credit Banks Ordinance is annulled.

CHAPTER F: TRANSITIONAL PROVISIONS

Existing institutions

41. (@)

An entity incorporated in Israel that onaAdBet 24, 5741 (March 3]
1981) (hereinafter: the determining date) lawfutlgnducted banking
business within the meaning of this term in thei@adce, is eligible for
a bank license.

-

(b)

A foreign corporation that lawfully conductednking business in Isragl
on the determining date is eligible for a foreigmk license.

()

A corporation that, on the determining dategaged in providing long-
term credit for the financing of the purchase oidand lawfully used the
word “bank” in its name, or that held a licenseaasedit bank under the
Credit Banks Ordinance, is eligible for a mortghgek license.

(d)

A corporation that, on the determining dategaged in providing long
term credit for the financing of investments andfldly used the word
“bank” in its name, is eligible for an investmemtancing bank license.

(€)

A corporation that, on the determining datddha license under section
3a of the Ordinance, is eligible for a financiadtitution license, allowing
it to continue conducting the types of businesswimch a financial
institution may engage and in which it engagednendetermining date.

(f)

A corporation that, on the determining datyfully conducted business
that it may no longer continue to conduct undertisec21(a)(2) is
eligible for a financial institution license, allavg it to continue
conducting the types of business in which a finangistitution may,
engage and in which it engaged on the determinaeg. d

(9)

A corporation in which more than 50% of theamg of control are held
by several corporations that are eligible for bagktorporation licenses
under this section and that, on the determininge,dahgaged in the
provision of services to its members or to thestomers, is eligible for a
joint services company license.

(h)

A corporation shall receive only one licenseler this section and, if it is
eligible for a license of two or more types, sltélbose one of them.

Branch permits

42. | Whoever is eligible for a banking corporatiocehse is also eligible for fa
branch permit for every location where it lawfuléhd regularly conducted
business with its customers on the determining.date
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Holdings in a foreign corporation
43. | A bank holding corporation or a corporationttia eligible for a banking
corporation license, which on the determining dall more than 10% of any
particular type of means of control in a foreigmpmration to which section 31
applies, is eligible for a permit under section iBlrespect of the foreig
corporation.

Issuance of licenses and permits to those eligible

44, (@) | Whoever is eligible for a license or a permit unskections 41-43 that did
not present the Governor with an application treeeby the end of si
months after the determining date, shall be deeiméadve renounced its
license or permit.
(b) | The Governor may establish conditions foridseance of a license or a
permit under sections 41-43 similar to the condgithat applied to th
eligible entity under the Ordinance.

=

Pa

D

Period for increasing capital
45. | A banking corporation that received a licenselen section 41 and has less
capital than the amount specified in the Addendumits type of banking
corporation, must increase its capital to said amdny the end of three yealrs
after the determining date.

Prohibited business occupation

46. (@) | A banking corporation that, on the detemgrdate, engaged lawfully in

an occupation in which it is prohibited to engageunder the provisions

of Chapter C, may continue to engage in said tyfgmisiness occupation

until the end of three years from the determiniated

(b) | A corporation that, on the determining dadsyfully conducted a type af

business in which it is prohibitedto engage uncetisn 21(a)(2) and
n
)

which does not wish to be licensed as a finanostitution under sectio
41(f) shall not be considered in violation of theopsions of sectior
21(a)(2) if all of the following are fulfilled:
(2) it informs the Governor, within six month®iin the determinin[j;
date, that it renounces its eligibility for licengias a financial
institution;
(2) until all securities that it issued as settHfoin section 21 ar
redeemed, it will not engage in providing new craadlithe sensé
of this term in section 21, with the exception oédit meant ta
replace paid-up credit in order to maintain the erage Of

D
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securities that it issued up to the determining dat

Permissible control of nonfinancial corporations

=

~t

v

11%

47. (&) | A banking corporation that on Adar Bet 3449 (March 31, 1989)
controlled or was a principal shareholder in a m@nfcial corporatior]
may continue to control or be a principal share@oltherein until the
following dates and under the following conditions:

(2) the banking corporation shall not be a ppatishareholder in p
nonfinancial corporation after Tevet 21, 5757 (Deber 31,
1996);

(2) the banking corporation shall not control @nfnancial
corporation after Tevet 12, 5759 (December 31, 3,998

(3) the banking corporation shall not providediréo a nonfinancia
corporation except in the ordinary course of bussnend unde
similar terms to credit provided to customers c¢ dame type;
the Supervisor may set a maximum rate for saiditgredher
generally or for a specific bank;

4) directors or employees of the banking corpona or of banking
corporations that it controls, shall not constitatemajority of
directors in the nonfinancial corporation.

(b) | The provisions of Chapter C shall not applyctntrol and principal
shareholding status in a corporation (hereinaftestia-subsidiary) tha
originate in holding means of control through afireancial corporation
that is controlled under the provisions of subsectfa), provided thg
following conditions are satisfied:

(1) the banking corporation shall not assist thenfinancial
corporation, directly or indirectly, to finance tlequisition of
means of control in the sub-subsidiary;

(2) the provisions of Paragraph (3) in subsec@rshall apply to thg
sub-subsidiary as well;

3) directors or employees of the banking corpona or of banking
corporations that it controls, shall not be offgcen the sub:
subsidiary.

(c) | If a banking corporation fails to reduce mearfiscontrol it holds in

nonfinancial corporations that it controls, as ifegph under the
provisions of subsection (a)], the District Couat, the Supervisor’
request, may appoint a receiver for the sale of seans of control.

U

Reducing total sum of means of control in nonfinanal corporations

47a.

A banking corporation that on Adar Bet 24,%{M¥arch 31, 1989) held mea
of control in nonfinancial corporations in an ambemceeding that permitte
under the provisions of section 23a, shall redaie Boldings until it holds th

permissible amount, in the following increments:

tl)o_a
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(1)

one-fifth by Tevet 14, 5751 (December 31, 1990

(2)

one-fifth in each year between 1991 and 1994.

Definitions

47b.

In sections 47c, 47d, and 47e—

“Amendment 13"—the Banking (Licensing) Law (Amendmé3), 5764-2004;

“The coming into force of Amendment 13"—Elul 15, & (September 1
2004).

Hold

ings of banking corporation in other banking caporations

47c.

(@)

A banking corporation whose lawful holdingf means of control i
another banking corporation prior to Amendment @fing into force,
are contrary to the provisions of section 20a, maytinue holding saig
means of control provided it does not acquire aeams of control in th
other banking corporation after Amendment 13 comgsforce, excep
in accordance with the provisions of said section.

D &

(b)

Notwithstanding the provisions of section 20a@ banking corporatio
may control another banking corporation in conjiorctvith others, if all
the following conditions are satisfied:

(1) the banking corporation acquired control an€ans of contrg
from a banking corporation (in this section—thdisglbanking
corporation);

(2) the selling banking corporation controllede tlother banking
corporation in conjunction with others prior to Anaenent 13
coming into force;

(3) the selling banking corporation undertook &oa¢ others, prior t
Amendment 13 coming into force, that the purchaseuld
control the other banking corporation in conjunctieith the
same others at the time of the sale of controlmadns of contro
in the other banking corporation.

Holdings of related institutional investors

47d.

(@)

Related institutional investors, as defimesection 27a, that collective
and lawfully held more than 5% of a particular tygfemeans of contro
in another banking corporation prior to Amendmeft doming into
force, may continue holding said means of controlvigled they shal
not acquire any means of control in the other bapkiorporation afte
Amendment 13 comes into force, if after said aatars their holdings
would surpass 5%.

y

-~

(b)

Notwithstanding the provisions of subsectiai, @ related institutiona
investor shall not be considered as having a peunder the provision

1

[72)

of section 34(a) as worded after Amendment 13 carte force, in
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respect to the right to appoint a director in tha@king corporation as set
forth in Paragraph (2) of the definition of “measfscontrol” in section 1,

Control and holding of means of control in a bankimg corporation

47e.

(@)

Whoever controls a banking corporatiora drank holding corporation
prior to Amendment 13 coming into force, or that aid date holds
more than 5% of a particular type of means of adnim a banking
corporation or a bank holding corporation, in ademce with a permit
provided under the provisions of section 34 as wdrdorior to
Amendment 13 coming into force, or that was nounexyl to hold said
permit, shall not be considered, for the purpodethise Law, operating
without a permit under the provisions of section &l worded after
Amendment 13 came into force, and the followingvmions shall apply
to it, as the case may be:

(1) an entity that holds a permit that was isspedr to Amendment
13 coming into force—the provisions of the perragued theret
shall continue to apply;

\=)

(2) an entity that did not require a permit prtor Amendment 13
coming into force, shall not acquire without a piermnder
section 34, after Amendment 13 came into force, megns of
control in said banking corporation or said bankldhng
corporation if after said acquisition its holdirggpass 5%.

(b)

Notwithstanding the provisions of subsectialh (vhoever held 10% or
less of a particular type of means of control imaaking corporation or
bank holding corporation prior to Amendment 13 cwmgninto force,
without being required to have a permit ,shall b@tconsidered an entity
that received a permit under section 34(a), as etmafter Amendment
13 came into force, to hold said percentage of me&wontrol in respec
of the right to appoint a director in said corpamat as set forth in
Paragraph (2) of the definition of “means of colitho section 1.

D

—+

()

The provisions of this section shall also gpphutatis mutandis, to an
entity that holds means of control in a bankingpooation or a bank
holding corporation that were meant in good fagtlsécure an obligation.

Special provident funds

471.

Notwithstanding the provisions of sections 10, and 27e—

(@) | a bank may control, and be a principal shddsnan, a management
company of a central severance-pay provident funalhich the bank ig
the sole member, and may engage in the managehszatf;

(b) | a bank may engage in the management of agenviund of which al

members are employees of the bank or of a corporatontrolled
thereby and that, on Sivan 24, 5765 (July 1, 2008y members coul
not join under its by-laws.

[®N
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Transitional provision in regard to a branch permit issues by the

Governor
47g. | A branch permit issued by the Governor acogrdo the provision of section
28(a), prior to The Banking Law (Legislative Amenems), 5772- 2012,
coming into force, that was in force prior to thHsoeementioned law, will be
deemed as a permit issued by the supervisor acgpitdi the provisions of
section 28(a), as worded after the said law caroefance.

48. | (Annulled).

CHAPTER G: MISCELLANEOUS

Offences

49. (@) | A person who violates any of the provisionssections 13, 21, 34
35b(b) to (d), 36j, 36kl — regarding the applicataf sections 34 an
35b(b)and (c) thereof, or 47e is liable to five ngem prison or a fine
twice as large as that determined in section 64)a){ the Penal Law,
5737-1977 (hereinafter - the Penal Law).
(b) | A person who violates any of the provisionsséttions 10 to 12, 14 {
20a, 23, 23a, 24, 24a, 24b, 27b, 27c, 27e, 27f32835a, 36, 36m, 47
or 47d, or directions issued by the Governor orSheervisor accordin
to sections 9(b), 35, 35b(e) and (f), 36k(d), 36klregarding the
application of sections 35b(e) and (f), 36, 36ljiable to two years ir
prison or a fine four times as large as that detezchin section 61(a)(3
of the Penal Law.
(c) | Whoever is not a banking corporation but eegaig the acceptance pf
deposits or issuing securities as set forth ini@e@l1(a)(2) and transfe
the funds, as credit or in some other way, to aroéimtity that is not i
banking corporation or an auxiliary corporation bagages in providin
credit—both shall be charged with an offense uséetion 21.

Liability of a director and a chief executive offier to offenses of a
banking corporation, an institutional investor and an acquirer

50. | A person who was a director or the chief exeeubfficer of a banking
corporation or an acquirer and, for the purposesrofoffense under section
49(b) - of an institutional investor at a time whsad banking corporation, the
acquirer or institutional investor, as the case rbay committed an offense
under this Law, shall be considered an accompbcthé offense and may be
convicted unless he proves one of the following:
(1) | the offense was committed without his knowkedmd his position didl

o =

\./—"“(S.Zoo
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not require him to know about it;

(2)

after he became aware that the corporatianatiguirer, or institutional
investor, as the case may be, was about to corhmitffense, he took all
possible measures to prevent it from committingafiense.

Approval of the Attorney General

50a.

If a banking corporation fails to perform atydimposed upon it under the
provisions of the Banking (Licensing) Law (Amendrhelil), 5756-1996
concerning divestiture of holdings in a nonfinahcarporation that were in its
lawful possession on lyar 12, 5756 (May 1, 1996)inalictment under sections
49 or 50 shall not be presented except with theroaap of the Attorney
General.

Civil fine

50b.

(@)

If the Supervisor has reasonable groundassume that an action |or
inaction has taken place that constitute a viahtmf any of the
provisions of section 10 to 12, 14 to 18, 19(ajlmr 20a(a), 23, 23a(a
24(a) or (b), 24a(a), 24b, 28(a) or (b), 28a, 3b(a36m or constituting
violation of a direction of Governor or the Supsi under section
35b(e) and (f), 36kl - regarding the applicatiorsettion 35b(e) and (i
or 361, he may impose on the person liable therafowvil fine at the ratq
of one-half of the fine set forth in section 49(b).

ALANO I 7 B P

(b)

The Supervisor may not impose a civil finettlglower than the civi
fine set forth in this Chapter except under thevigions of subsection

(c).

()

The Governor, in consultation with the Ministef Justice, may
determine types of cases, circumstances, and @asiohs on account
of which the Supervisor may impose a civil finettiglower than the
civil fine set forth in subsection (a) and at madim rates of reduction
that he shall determine.

(d)

The civil fine shall be according to its adpts value on the day of
demand for payment thereof, and if an appeal isnditdd and the cour
hearing the appeal orders a stay of payment—th&mait be according t
its adjusted value on the date of the decisiohaappeal.

O —~

(€)

Payment of a civil fine shall not diminishramal liability of a persor
for the violation.

(f)

If a person is indicted for an offense undbeistLaw, a civil fine on
account thereof shall not be imposed upon him, iame paid such 4
fine, he shall be reimbursed therefor plus indexatdifferentials and
interest in accordance with the Interest and Intlend_aw, 5721-1961
from the date on which payment was made to the afateimbursement
thereof.

=

(@

The provisions of sections 14j to 140 of th@nBing Ordinance, 1941
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shall apply to a civil fine under this sectianutatis mutandis, and with
this amendment: in regard to section 14j, the dedm of “repeated
violation” shall be read as follows:
“Repeated violatiori—violation of any of the provisions set forth n
subsection (a) within two years of a previous \iola of the same
provision, for which a civil fine was imposed orethiolator or for which
he was convicted.

Cooperative association as a banking corporation

51. | The provisions of this Law shall apply to a pe@tive association as if it were
a companymutatis mutandis.
[ |
Provisions applying to a receiver
52. | The provisions of Chapter E of the Executiow].8727-1967, shall apply to|a
receiver who is appointed under this Lamutatis mutandis.
[
Implementation
53. | The Minister of Finance is charged with the lenpentation of this Law and
may promulgate regulations in any matter pertainiogthe implementation
thereof.
[ |
Commencement
54. | This Law shall come into force on Adar Bet 2641 (April 1, 1981).
[ |
Publication
55. | This Law shall be published within thirty dayfsthe date of its adoption by the
Knesset.
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FIRST ADDENDUM
(Section 7)

MINIMUM CAPITAL

Type of corporation Sum

Bank IS 10,000,000

Foreign bank Foreign-currency equivalent of
10,000,000

Mortgage bank 6,000,000

Investment finance bank 6,000,000

Business promotion bank 6,000,000

Financial institution 3,000,000

Joint service company 100,000

Menachem Begin Yoram Avidor

Prime Minister Minister of Financ

Yitzhak Navon
President of the State

APPENDIX

TRANSITIONAL PROVISIONS

ENHANCEMENT OF COMPETITION AND LIMITATION OF
CENTRALIZTION AND CONFLICTS OF INTEREST IN THE
ISRAELI CAPITAL MARKET (LEGISLATIVE AMENDMENTS)

LAW, 5765-2005
(Published on 10.8.2005)

Banking (Licensing) Law—transitional provisions

3. (@) In this section—
“Commencement date” The date on which this Law is published;

“Market share” of a banking The total market share of managdrs o
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corporation, for the purposes funds controlled by the banking

of joint trust funds corporation and, in respect of a banking
corporation that controls a fund manager
in conjunction with others, the entire
market share of the fund manager shall be
attributed to the banking corporation; for
this purpose,“market share of fund
manager’—as defined in section 23a of
the Joint Investments Trust Law, 5754-
1994, as worded in section 10(6) thereof.

“Market share” of a banking  The total market share of management

corporation, for the purposes companies controlled by the banking

of provident funds corporation, and in respect of a banking
corporation that controls management
companies in conjunction with others, the
entire market share of the management
company shall be attributed to the banking
corporation; for this purpose,‘provident
fund’—except  an allowance-based
provident fund and a provident fund that is
an insurance fund, arunarket share of
management company’—the net share of
assets of provident funds managed by all
management companies in Israel, as
calculated in accordance with rules that the
Commissioner shall set forth, as those are
defined in the Control of Financial
Services (Provident Funds) Law, 5765-
2005.

(b) A banking corporation that prior to the commement date lawfully held
means of control in a management company or a rhtrust fund manager,
and said holdings are contrary to the provisionseadtion 27e(a)(1) of the
Banking (Licensing) Law as worded in section 2(9¢reof, may retain said
holdings until the time that its market share ispect of mutual trust funds and
provident funds, as the case may be, must be Oéletasmined in subsection
(1), provided its maximum market shares in resmgamnutual trust funds and
provident funds are as specified in subsectioar(d its conditions.

(c) A banking corporation that prior to the comme&mnt date lawfully controlled
a management company or a mutual trust fund managdrsaid control is
contrary to the provisions of section 11(a) of Benking (Licensing) Law as
worded in section 2(3) thereof, may retain saidtdruntil the time that its
market share in respect of mutual trust funds adigent funds, as the case
may be, must be 0% as determined in subsectiopr@iyided all provisions in
subsection (i) concerning maximum market sharegkev
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(d) A banking corporation that, prior to the comme&mment date, lawfully
controlled or lawfully held more than 10% of anp&yof means of control in a
corporation that controls or holds more than 25%amy type of means of
control in a management company or a mutual tsd fimanager, and whose
said control and holdings are contrary to the miovis of sections 11(a) and
27e(a)2) of the Banking (Licensing) Law as wordedséctions 2(3) and (9)
thereof, may retain said control or holdings utité time that its market share,
in respect of mutual funds and provident fundghascase may be, must be 0%
as set forth in subsection ().

(e) (1) Whoevecontrols a banking corporation that, prior to teencnencement date,
lawfully held more than 5% of any particular typkmeans of control in a
management company or a mutual-fund manager notmegns of the
controlled banking corporation, or lawfully held mothan 10% of any
particular type of means of control in another cogbion that controls a
management company or a mutual-fund manager assaid; or in a
corporation that holds more than 25% of any padiciype of means of
control in one of them, where said holdings aretreoy to the provisions of
section 27f(a) of the Banking (Licensing) Law asrdem in section 2(9)
thereof, may retain said holdings until such tinsetlae market share of the
banking corporation that it controls, in respectmaitual funds and provident
funds, as the case may be, must be 0% as seiriastibsection (i).

(2) Whoever controls a banking corporation thaipmpto the commencenment
date, lawfully held more than 5% of any particulgre of means of control in a
management company or a mutual-fund manager by snefathe controlled
banking corporation, and after the commencenmemt@geives said means of
control for the purpose of holding them not by neeaf the controlled
corporation, where said holdings are contrary égtovisions of section 27f(a)
of the Banking (Licensing) Law as worded in secti{f) thereof, may retain
said holdings under the following conditions:

(@) on the date when the market share of the bgnkorporation that is
controlled by it in respect of mutual funds andvident funds, as the case
may be, must be 0% as set forth in subsectioth@),controlling principal
shall comply with the provisions of said sectiori(ay,

(b) at the end of half of the period from the comeenment date to the date
noted in subsection (a), the controlling princighkll hold no more than
half of the means of control that it received faslding purposes as
aforesaid.

() A banking corporation that, prior to the comraenmentdate, lawfully controlled
or held more than 5% of any type of means of céntioa corporation that
manages investment portfolios as its line of busner that, prior to the
commencenmentdate, lawfully held more than 25%ngftgpe of means of control
in a corporation that controls or holds more th&362of any type of means of
control in a corporation that manages investmentf@ios as its line of business,
where said control or holding is contrary to theyisions of section 27e(b) of the
Banking (Licensing) Law as worded in section 2{8reof, may retain said control
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or holding until such time as its market shareespect of provident funds must be

0% as set forth in subsection ().

(g) The controller of a banking corporation thatiopto the commencenment date,
lawfully holds more than 5% of any type of meansatrol in a corporation that
manages investment portfolios as its line of bussra that lawfully holds, prior to
the commencenmentdate, more than 25% of any typeeans of control in a
corporation that controls or holds more than 26%any type of means of control
in a corporation that manages investment portfaigsts line of business, where
said holding of means of control is contrary thevmsions of section 27f(b) of the
Banking (Licensing) Law as worded in section 2(Bgreof, may retain said
holdings until the date set forth in subsectionf@f) the purposes of the banking
corporation that it controls.

(h) (1) If the statutes of a provident fund stdtatta banking corporation that controls
a management company undertakes to pay certaintsumsmbers of the fund
that said company manages, or guarantees the payhezaof (hereinafter in
this section: the guarantee), the consent of theabee to the replacement or
endorsement of the guarantee due to the transfesrdfol of the management
company or the transfer of management of the fundniother management
company within the requirements under section 2 wamkr this section shall
not be required, provided similar security has beletained from a bank or an
insurer in a wording approved by the Commissionfethe Capital Market,
Insurance, and Savings at the Ministry of Financdrom another official
approved thereby for this purpose.

(2) Members consent to the splitting or mergea shanagement company under
the provisions of section 350 of the Companies La#[9-1999, shall not be
required, insofar as it is required under any lawhere such actions are
undertaken within the framework of the requiremeafta banking corporation
under section 2 and this section, and for this gsepthe provisions of section
41 of the Supervision of Financial Services (PrewitdFunds) Law, 5765-2005,
in respect to the transfer of management of a gemti fund to another
management company, shall appliytatis mutandis.

(i) For the purpose of the provisions of this smttithe maximum market shares are
the following:

Period from date  Market shares for banking corporation ~ Market shares for other banking

of publishing of whose capital and capital of other corporation
this Law to period banking corporations that control it and
set forth below are controlled by it exceed NIS 10
billion

Provident fund  Mutual fund Provident fund Mutuahtl
End of 2 years 18% 25% 18% 25%
End of 3years 0% 12.5% 10% 12.5%
End of 4 years 0% 6% 6%
End of 6 years 0% 6%
End of 8 years 0%
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BANKING (LICENSING)(AMENDMENT NO. 18), 5771 — 2011
(published 15.8.2011)

Commencement and First Publication of an Acquirerswith a Wide
Scope of Activity List

8. (@) | The commencement date of section 36m of the haar, as worded in
section 1 thereof, is nine months from the publicadate of this law
(hereinafter The Commencement Date of the sectign

(b) | Till the commencment date of the section, $l@ervisor of Banks shal
publish a first publication of the list mentioned $ecion 36m to the
main law, as worded in section 1 thereof, on th&sbaf data gathered
by him up to that date.

Transitional Provisions

[®N

9. (@ | A company that, prior to the commencemei¢ @ this law, engage
continously in Israel, for a period of at least 8aks, in acquiring
payment card transactions, shall be deemed anracdar a period of
six months from the commencement date of this kae;Supervisor of
Banks may extend the six months period, in regardat specific
company, provided the company submitted an apgmitafor an
acquirer license according to section 36k of thénneaw, as worded in
section 1 of this law, within the abovementionedque

(b) | Notwithstanding the provisions of section 6tleé main law, aspplied
in section 36k(c) of the main law, as worded intisecl to this law, in
provideing an acquirer license to a company that phovisions of
subsection (a) are present therein, only the piavisf section 6(2) will
be taken into account.

EMHANCING COMPETITION AND REDUCING

CONCENTRATION LAW, 5774 — 2013
(published 1.12.2013)

Chapter D: Commencement and Transitional Provisions
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39.

(@)

In this section —

"Prohibited Control Provisions" — section 32a of the Control of
Financial Services (Insurance) Law, Secion 35b he Banking
(Licensing) Law, section 23b2 to the Joint Invegiteelrust Law and
section 4a to the Regulation of Investment Coungeliaw, as worded
in sections 32(4), 35(5), 37(3), 38(1) to this lkewvrespondingly;
"Prohibited Holdings Provisions' — section 36(d) to the Control of
Financial Services (Insurance) Law, section 26 he tControl off
Financial Services (Provident Funds) Law, sectida B the Banking
(Licensing) Law, and section 62(b1l) to the Regalatof Investment
Advice, Investment Marketing and Investment ManageimLaw, as
worded in sections 32(7), 33(3), 35(2), and 37(4) this law,
correspondingly;

"Managing Company' — as defined in the Control of Financial Services
(Provident Funds) Law;

"Insurer” — As defined in the Control of Financial Servidéssurance
Law;

"Fund Manager" — a joint investments trust manager according to| the

Regulation of Investment Advice, Investment Mankgtand Investment
Management Law;

"Bank Holding Corporation” - as defined in the Banking (Licensi
Law);

"Commencement Date"— The commencement date of this law.

—

g

(b)

The commencement date of section 31 is Te9etb274 (January 1,
2014).

(€)

(d)

Notwithstanding the prohibited control prowiss and section 10(a) to
the Control of Financial Services (Provident Funda)v, a significant
nonfinancial corporation, a controller of a sigoéint nonfinancia
corporation or an entity that holds more than 5%adfertain type of
means of control therein, that prior to the comneement date held
lawfully means of control in a significant finankntity or in a bank
holding corporation that controls a financial gntis abovementioned at
a rate exceeding the rate set in subsection (bpmyf one of the
prohibited control provisions, or controlled lawfula significant
financial entity, as the case may be, is entitte@¢dntinue holding sai
means of control or controlling as mentioned uttité end of six year.
from the date of publication, provided that if detened sales cycle g
the determined credit of the nonfinancial corpamtor the value of th
financial entity's assets increased more thandles ycle, the credit ¢
the value, as the case may be, that it had pritretigoublication date, th
increase was not due to the acquisition of anothenfinancial
corporation or of another financial entity, a merg&h a coporation of
entity as mentioned or by acquisition of the atiegi of a corporation or
entity as mentioned; for the purposes of this sciise — 1

D = 0 &<

D =
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"Significant financial entity" — as defined in subsection (a) of ever
one of the prohibited control provisions, as theecaay be, including @
financial entity that became a significant finaheatity after the date qf
publication;
"Controller” — as defined in subsection (a) of every one o |th
prohibited control provisions, as the case may be;
"Significant nonfinancial corporation" - as defined in subsection (g)
of every one of the prohibed control provisions,tlas case may be,
including a significant nonfinancial corporation ath became ¢
significant nonfinancial corporation after the dafgublication.

574

(€)

Notwithstanding subsection (d), a significaahfinancial corporation, p
controller of a significant nonfinancial corporatjoor an entity that
holds more than 5% of a specific type of meansauoitrol therein, that
prior to the publication date held lawfully meas obntrol in a
significant financial entity or in a bank holdingrporation that control
a significant financial entity at a rate the excedtie rate set in
subsection (b) of every one of the prohibited aantprovisions,
including as applied in section 10(a) to the Cdmfd-inancial Services
(Provident Funds) Law, or controlled lawfully a mifgcant financial
entity, as the case may be, is entitled to acqaother nonfinancial
corporation, to merge with another nonfinancial pooation or to
acquire the activities of another nonfinancial @vgtion, provided that
if it acted as abovementioned, it will be entitled continue holding
means of control in a significant finacial entity im a bank holding
corporation that controls a significant financiatigy, at a rate exceeding
the rate set in subsection (b) of any one of thehipited control
provisions, including as applied in section 10(ae)the Control of
Financial Services (Provident Funds) Law, or totamna significant
financial entity until the end of four years frometdate of publication;
in regard to this subsection, Significant financial entity™,
"Controller”, and 'Significant nonfinancial corporation” — as defineg
in subsection (d).

)

(f)

permitted to continue holding means of control or dontrol a
mentioned in subsections (d) or (e), the provisiohsection 22 sha
apply, mutatis mutandis, as well as according to the following changes:

Where a significant nonfinancial corporation its controller are n%\
I

(1) | The powers vested with the Official Receisbkall be vested wit
the Capital Market, Insurance and Savings Commmssjothe
Supervisor of Banks, or the Securities Authorityaf@iman, as the
case may be;

-

3%

(2) | Means of control tranferred to the Trustedl viie in the
significant nonfinancial corporation, the signiintafinancial
entity or in the bank holding corporation that cofg the
significant financial entity, as the controller tie significant
nonfinancial corporation determines;

(3) Instead of subsection (b) it will be read:
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"(b) A request to nominate a receiver accordomgubsection (&
shall be submitted to the court by the Capital Marknsurance
and Savings Commissioner, the Supervisor of Bankghe
Securities Authority Chairman, as the case may be".

(9) Notwithstanding the prohibited holdings praeis, and withou
derogating the provisions of subsection (d), aruneis a managing
company, a banking corporation or a fund managat phior to the
publication date held lawfully means of control & nonfinancial
corporation or in an insurer, as the case may toe,rate exceeding the
rate set in the prohibited holdings provisions, ntaytinue holding
those means of control utnil the end of six yeamnf the date of
publication.

(h)
0] A serving committee member appointed accordmgection 36¢(b) t¢
the Banking (Licensing) Law, will serve till aftéhe annual meeting
after the next annual meeting, provided that himtef office is no
more than two years.

A=)

()
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