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The translation is intended solely for the convenigce of the reader. This
translation has no legal status and although evergffort has been made to ensure
its accuracy, the Bank of Israel does not assume yanesponsibility whatsoever as
to its accuracy and is not bound by its contents. @y the original Hebrew text is
binding and the reader is advised to consult the dboritative Hebrew text.

The Government of Israel hereby publishes the vatg Bill:

BANK OF ISRAEL BILL, 5770-2010

Chapter One: Interpretation

1. Definitions

In this Law—
“The Bank”—the Bank of Israel

“Financial Entity"—each of the following:

(1)
(2)

(3)

(4)

(5)

(6)

(7)
(8)

A Banking Corporation and an Auxiliary Corptioa

A Provident Fund or a Managing Company asrasfiin the Control
of Financial Services (Provident Funds) Law, 57 68%;

An Insurer as defined in the Control of Finesh&ervices (Insurance)
Law, 5741-198%

A Joint Investment Trust Fund as defined ie thoint Investment
Trust Law, 5754-199%

A Portfolio Manager as defined in the Reguatiof Investment
Advice, Portfolio Management and Investment MankgtLaw, 5755-
1995,

A Member of a Stock Exchange under the Stogkhange Code,
within its meaning in Section 46 of the Securitiesv;

A Clearing House as defined in Section 50Ah& Securities Law;
The Postal Company;

! Sefer Hahukim 5765, p. 767.
2 Sefer Hahukim 5741, p. 208.
3 Sefer Hahukim 5754, p. 308.
“ Sefer Hahukim 5755, p. 416.
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(9) Any other entity providing financial serviceas determined by an

order issued by the Governor, with the Committegiproval.
“The Committee’—the Monetary Committee in the send this term in
Section A of Chapter Four;
“The Candidate Search Committee”™—the Candidate rc@eaCommittee
established under Section 33;
“The Appointment Review Committee’—the committestablished under
Section 18b of the Government Companies Law, amerate set forth in
Section 60a(b) of the Government Companies Law;,

“The Audit Committee”—the audit committee appoihtender Section 23;
“The Postal Company”—the company, as defined & Postal Law, 5746-
1986 (hereinafter: the Postal Law), when it provides financial services
as defined in the Postal Law, on behalf of the glibgy in the sense of this
term in Section 88k of the Postal Law;

“The Internal Audit Law"—the Internal Audit Law,752-1993;

“The Banking (Licensing) Law”— the Banking (Liceng) Law, 5741-
1987’;

“The Companies Law"—The Companies Law, 5759-1999

“The Government Companies Law’—the Government Cami@s Law,
5735-1978

“The State Comptroller Law’—the State Comptrolleaw (Consolidated
Version), 5718-1958;

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

® Sefer Hahukim 5746, p. 79.

® Sefer Hahukim, 5752, p. 198.
" Sefer Hahukim, 5741, p. 232.
8 Sefer Hahukim, 5759, p. 189.
° Sefer Hahukim, 5735, p. 132.
10 Sefer Hahukim, 5718, p. 92.

1* Sefer Hahukim, 5728, p. 234.
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“The Banking Laws”—the Banking Law (Licensing), eth Banking
Ordinance, 19412 and the Banking Law (Customer Service), 5741-1981

“The Index”™—the Consumer Price Index, publishedtty Central Bureau of

Statistics;

“The Council™—the Administrative Council in the ®e of this term in

Section B of Chapter Four

“Currency’—as set forth in Section 1 of the Newe§bkl Currency Law,

5745-1985"

“Foreign currency”—banknotes or coins which argaletender in a foreign

country and are not legal tender in Israel;

“The Deputy Governor'—the Deputy Governor appothtender Section 8;

“The Governor’—the Governor of the Bank appointedier Section 6;

“The Securities Authority”—in the sense of thigntein Section 2 of the

Securities Authority Law;

“Supervisory Authority"—each of the following, wi&-vis the financial

entities supervised thereby:

(1) The Commissioner of the Capital Market, Insio® and Savings
at the Ministry of Finance,;

(2) The Securities Authority;

(3) The Minister of Communication, in respect of het
Postal Company;

“Banking Corporation” and “Auxiliary Corporation”as defined in the

Banking (Licensing) Law.

Chapter Two: The Bank of Israel, Its Goals, Functims, and Autonomy

The Bank of Israel, its Organs, and its Seat
(a) The Bank of Israel is a corporation.

(b) The Bank shall have a Monetary Committee, an Adstiative

12| R. 1941, Supp. 1, p. 69(p), 85(a).
13 Sefer Hahukim, 5741, p. 258.
14 Sefer Hahukim, 5745, p. 216.
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Council, and a Governor.

The Bank shall be seated in Jerusalem and may bperches and

representative offices in any other location.

3. Goals of the Bank

(a)

(b)

(€)

The goals of the Bank are:

(1)
(2)

(3)

to maintain price stability as its central goal;

to support other goals of the Government’s econgmoiccy,
especially growth, employment, and narrowing sogaps,
provided that, in the Committee’s opinion, this pap shall
not prejudice the attainment of price stability o#ee course
of time; for this purpose, “Price Stability overetiCourse of
Time” means a situation in which the Committee, the
basis of the monetary policy that it has establishexpects
the inflation rate to be within the price-stabiliyange
determined per Subsection (b) within no more thamw t
years.

to support the stability and orderly activity ofetiinancial

system.

The Government, in consultation with the Governaghall

determine the price-stability range for the purmosé Subsection

(a)(1).

4. Functions of the Bank

(a)

The Bank’s functions are:

(1)
(2)

(3)

(4)

Managing monetary policy;

Holding and managing the foreign currency resemvkeghe
State;

Supporting the orderly activity of the foreign cemcy
market in Israel;

Acting as banker of the Government;
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(5) Regulating the economy’s payment and clearing systso

as to ensure their efficiency and stability, inchgl their
conformity with the Payment Systems Law, 5768-2608

(6) Issuing Currency and regulating and guiding thencastem
of the economy.

(7) Supervising and regulating the banking system in
accordance with its powers under the banking lawd a

under any other law.

5. Autonomy of the Bank
To attain its goals and discharge its duties, thaekBshall be autonomous in

choosing its actions and exercising its powers.

Chapter Three: The Governor and the Deputy Governor

6. The Governor
The Governor shall be appointed by the Presidenttted State per

recommendation of the Government.

7. Functions of the Governor
(a) The Governor shall manage the Barld shall also serve as chair
of the Committee and member of the Council.
(b) The Governor shall serve as advisor to the @Guwent on
economic matters, including the narrowing of socgdps and

reducing inequality in income distribution.

8. The Deputy Governor and His Functions
(a) The Government shall, per recommendation of (hevernor,
appoint a Deputy Governor.

(b) The Governor shall determine the Deputy Govemfunctions.

1> Sefer Hahukim 5768, p. 184.
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(c) The Deputy Governor shall be a member of then@atee and the

Council.

Taking the Governor’s Place

In case the Governor is unable to carry out hiscfioms or has ceased to
serve, the Deputy Governor shall take the plactmnefGovernor and shall be
authorized to exercise the Governor's powers uthi@ state of incapacity

ends or a new Governor is appointed, as the cagebma

Term in Office

(a) The Governor shall be appointed to a five-ygam and may be
reappointed to one term only.

(b) The Deputy Governor shall be appointed to a&-year term and
may be reappointed to one term only. This notwdhding, the
Deputy Governor’s term in office shall be termirhizt the end of
one year after the beginning of a new Governorignten office,
unless his term in office ends at an earlier ddtewever, the
Government may decide, per recommendation of theeGwr, that
the Deputy Governor shall continue his term in adfito its

conclusion.

Prohibition of Other Occupation
(a) During any and all of their terms in office ti&vernor and the
Deputy Governor shall not be members of the Knesaetbers of
a municipal authority council, or candidates forther of the
foregoing;
(b) During any and all of their terms in office tli&overnor and the
Deputy Governor may not
(1) be members in the management body of a group of
individuals managing a business for profit ;
(2) be members of the board of directors of a mofip
corporation if this creates a conflict of interest&h the

discharge of their duties under this Law;
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(3) hold any other post or engage, directly orineckly, in any

business or in angther occupation;

(4) own shares or any similar right in a Bankingr@oration or
in another corporation that is subject to supeorsior
regulation by the Banking Corporation under the kiag
laws;

(5) hold securities of a corporation registeredsrael and hold
in Israel cash and securities in contravention wks set
forth by the Government to prevent conflict of irgsts on
the part of ministers and deputy ministétsmutatis
mutandis; the Audit Committee may approve exceptions to
this provision for reasons which shall be recorded.

(c) The provisions of Subsection (b) notwithstamdithe Governor or
the Deputy Governor may hold any of the posts hedeu, provided
that no prejudice is caused thereby to their abtht discharge their
duties under this Law or to the Bank’'s autonomyalgp and
functions:

(1) member of a commission appointed by the Gawemt or
the Knesset and, regarding the Deputy Governor—the
Bank’s representative to the Securities Authority;

(2) an academic teaching post;

(3) with the consent of the Government, a membérao
international commission and an international igiton;

and provided the function, except under Paragr@)his without

any remuneration or other reward; in respect ofa& pacademic

teaching post, the rules applicable to State engdeywho are
employed under senior-official contracts in respect private

employment, shall applgutatis mutandis.

12. Salary and Terms of Service

(@) The Government shall determine the Governalary and terms of

16 Government Bills 485, Shvat 19, 5757, Feb. 3, 2010
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service.

The Deputy Governor’s salary shall equal 90% tb&at of the
Governor and his terms of service shall be deteechitby the

Government.

Termination of the Governor’s Term in Office

(@)

(b)

The President of the State may, per motion h& Government,
terminate the term in office of the Governor if lheems the
Governor unfit to continue his term in office fome® of the
following reasons:

(D committing an act unbefitting his status as &owr;

(2) violating the provisions of Section 11;

(3) permanent incapacity.

A motion of the Government to the Presidenpas Subsection (a)
shall be notified to the Knesset Finance Committgeen it is

submitted to the President.:

Termination of the Deputy Governor’s Term in Ofice

The Government may, either per motion of the Gowerror after

consultation with him, terminate the term in offioé the Deputy Governor

if it deems him unfit to continue his term in oféidor one of the following

reasons:

(1)

(2)
(3)
(4)

the Governor is of the opinion that he is nctiarging his duties
appropriately;

commission of an act unbefitting his statuaputy Governor;
violation of the provisions of Section 11;

permanent incapacity.
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Chapter Four: Monetary Committee and Administrative Council

Subchapter A: Monetary Committee

15. The Monetary Committee and Its Functions

(1)

(2)

(3)

(4)

determining policies for the attainment of tl&ank’s goals,
including monetary policy;

monitoring the implementation of the policiesetermined,
occasionally reviewing monetary and economic dewelents and
progress toward the attainment of the policy tasganhd discussing
other matters related thereto;

deciding actions under this Law that the Bahlould take for the
attainment of its goals; the Committee’s decisian tbe interest
rate that is set for the purposes of monetary pdliereinafter: the
Interest Rate) shall be for a specified periodiofet at the end of
which the Committee shall decide whether to chatige Interest
Rate or leave it in effect for an additional spesdfperiod of time.
This provision shall not derogate from the Comnatsepower to
also change the Interest Rate within the periotiroé specified in
a previous decision;

Any other function assigned to it by this Lamg¢cluding functions
relating to the following: acceptance of depositsl assue of credit
as set forth in Section 36(3)—(5); issuing direetivconcerning the
holding of liquid assets as set forth in Section B&naging foreign
currency reserves as set forth in Section 40; amdrvening in

trading in the foreign currency market as set fontlsection 53.

16. Composition of the Committee

(a)

The Committee shall be composed of six membamsyngst them
the Governor, who shall serve as chair, the Degbbywernor, a
Bank employee appointed by the Governor, and tra@ditional
members from amongst the public; if no Deputy Goweeris
serving at a given time, the Governor shall app@ntadditional
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Bank employee as a member of the Committee untDegputy

Governor begins to serve.

A member from amongst the public shall be duadi for

appointment if he is a resident of Israel, is twefite years old or

older, and fulfills one of the following:

(1) holds a Doctoral Degree in Economics or Bussne
Administration and has at least five years of eigrere in
the monetary, financial, or macroeconomic field;

(2) holds a Master's degree in Economics or Bussne
Administration and has at least ten years of exqymexe in the
monetary, financial, or macroeconomic field;

3) is knowledgeable and expert with at leastytears of proven
professional experience in the monetary, financial,
macroeconomic field, provided that not more thane on
member is appointed under the provision of thissgakion.

Members from amongst the public shall be apgainby the

Government, per recommendation of the Candidate rcBea

Committee as set forth in Section 34 and after aliason with the

Appointment Review Committee as per Section 35.

Management of Investments

The rules applicable to the Governor and Deputy €&ogr under Section

11(a)(6) shall apply to Committee members.

The Committee’s Work Procedure

(a)

(b)

The chair of the Committee shall convene then@ittee at least
eight times annually; he shall convene a speciaétmg of the
Committee at the request of at least two membersyiged the
number of special meetings does not exceed tweainaaly.

The lawful quorum at Committee meetings and ffesolutions
shall be a majority of its members, including thev@rnor, or, in
the Governor’s absence from the meeting and wishclinsent, the

Deputy Governor.

10



19.

(c)

(d)

(e)

UNOFFICIAL TRANSLATION

The Committee’s resolutions shall be passedabyajority of its

members who cast votes; in the event of a tied,vibie chair shall
have an additional vote.

The Committee may, in special cases, hold mgstby use of any
means of communication, provided a reasonable attésnmade to
locate Committee members in order to obtain thenmsent to such
meeting, and provided all participating membergshd# Committee
can hear each other simultaneously.

The Committee shall determine its working prhoes insofar as

they are not prescribed by this Law.

Publication and Reporting to the Government

(a)

(b)

(c)

The Committee shall publish and report to tlev&nment (in this
Section—Publish) a summary of its deliberations aesolutions,
the reasoning behind the resolutions, and the nigaderesults of
voting on the resolutions; said Publishing shaketgplace at the
web site of the Bank or in somather manner the Committe
deems fit .

Publishing shall take place within two weeks of tldate of
deliberations; this notwithstanding, publishingtbe Committee’s
resolution regarding the Interest Rate or the usetloer monetary
instruments, as well as a condensed presentatidts aeasoning,
shall take place on the day of the resolution.

The Committee may decide to postpone, for aopeof up to six
months, the publication of a summary of a givenilghtion, in
whole or in part, or the publication of a condengedsentation of
the reasoning behind a resolution concerning therést Rate or
the publication of a resolution on the use of ot@metary tools, if
it deems that said publication, at that time, mawjydice the
results of the monetary policy; the Committee magigng the non-

publication period for additional periods of upgix months each.

11
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(d) Upon the postponed publication of the summdrg deliberation, a

condensed presentation of reasoning, or a resaolutithe
Committee shall also publish the reasons for thetgamement.

(e) The Committee is entitled not to publish as $absection (a) if it
believes that this may prejudice the status of Bamk or of the
State abroad or their relations with Financial Ees abroad; in this
Section, a “Financial Entity abroad” is an entihat resembles the
entities listed in the definition of “Financial Bty in Section 1
and is incorporated abroad.

(f Where the Committee postpones publishing orsdoet carry it out
at all as per Subsections (c) or (e), the Govesial report to the
Minister of Finance in writing, soon after the peshement or non-
publication, the details of the deliberation or thesolution to

which the decision pertains and shall explain &asons.

Subchapter B: Administrative Council

20. The Administrative Council and Its Duties
(a) The Bank shall have an Administrative Coundiose duties are:

(1) supervising the orderly and efficient managetmef the
Bank;

(2) discussing the Bank’s annual work plan;

(3) approving the annual budget for the Bank’'s sustrative
activity (in this Section, the "annual budget");

(4) approving the annual financial statementshef Bank as set
forth in Section 75;

(5) approving the salary terms of Bank employeed ahanges
thereto, including fringe benefits, and the Banlsalary
structure;

(6) appointing an internal auditor for the Banler proposal of
the Audit Committee; the Council is authorized ¢oninate

12



(b)

(€)

(d)

UNOFFICIAL TRANSLATION
the term in office of the internal auditor undercten
12(a)(3) of the Internal Audit Law;

(7) discussing and deciding on recommendationshef Audit
Committee in the matters listed in Section 24(2) &3);

(8) appointing a rectification team in the sené&ection 21a(b)
of the State Comptroller Law; notwithstanding the
provisions of said Section, the rectification teamall be
headed by the Governor.

(9) appointing an accountant-auditor for the Bardnd
terminating his services;

(10) discharging any other function imposed uptomyilaw.
The Council shall publish the main provisiorfsite Bank’s annual
work plan and its main decisions, and the minutegsomeetings,
but it may decide not to publish the minutes ofaatigular meeting
or part thereof, giving the reasons for its deaisio writing within
the scope and format that it determines and deeémthé Council
shall publish the annual budget for the Bank's iatstrative
activity, divided into fields of activity and progms.
The Council, within fourteen days of approvitige annual budget,
shall submit it to the Knesset Finance Committerjded into
fields of activity and programs; the Knesset FirmrCommittee
shall hold a discussion on the annual budget; safter the
discussion in the Knesset Finance Committee, thenCib shall
publish the annual budget, divided into fields odtiaty and
programs, irReshumot.

In respect of Subsection (a)(7)—

(@) The provisions of Section 6a of the Internalidt Law
concerning the management of a public entity amsd it
members shall apply to the Council after the
recommendations of the Audit Committee are receizedl
to the members of the Council, and the provisiorfs o
Subsection (b) in said Law in respect of the Person

Charge of the Internal Auditor shall apply to thean of the

13
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Council;

(2) The provisions of Section 7(a) of the InterAaidit Law in
respect of the Person in Charge of the Internalitow shall
apply to the Council after the recommendationshaf Audit
Committee are received,

(3) Section 7(b) of the Internal Audit Law shak lbead as if
“The Minister in Charge of the Government Ministhe
chair of the board of directors, or the chair ofetity that
discharges a duty parallel to that of a board oéctors, and
also Person in Charge of the Internal Auditor, réplaced
by “the Governor, the chair of the Council, and tiair of
the Audit Committee”.

(4)  Without derogating from the contents of Sewti® of the
Internal Audit Law, the internal auditor shall alpoesent a
report about his findings to the chair of the Cauaod the

chair of the Audit Committee.

21. Composition of the Council

(a) The Council shall consist of seven members: @wernor, the
Deputy Governor, and five members from amongstpiiglic. If no
Deputy Governor is serving at a given time, the &ower shall
appoint an additional Bank employee as a member thod
Committee until a Deputy Governor begins to serve.

(b) A Council member from amongst the public shedla person who
fulfills the provisions of Section 16a of the Gomarent Companies
Law, mutatis mutandis, provided he fulfills the condition of
Paragraph (1) of said Section and also one of thaditions of
Paragraph (2) of said Section and is a personatfisg in the fields
relating to the Council’'s work and has experience senior
positions in those fields.

(c) The members from amongst the public shall bpoaged by the
Government per recommendation of the Candidate cBear

Committee as set forth in Section 34 and after atiason with the

14
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Appointment Review Committee as set forth in Sat85.

The Government shall determine, in consultatignth the
Governor, the member of the Council from amongstghblic who

shall serve as chair.

22. Working Procedure of the Council

(a)

(b)

(c)

(d)

(e)

()

The chair of the Council or, in his absences substitute, shall
convene the Council at least six times annuallyshall convene a
special meeting of the Council at the request oflestst two
members.

The lawful quorum at Council meetings and ratiohs shall be a
majority of its members including the chair—or,his absence, his
substitute—and the Governor or the Deputy Governor.
Resolutions of the Council shall be passed kgjomity vote of
members participating in the voting; in the evehadied vote, the
chair shall have an additional vote.

The members of the Council from amongst the ligulshall
determine which of them shall be the substitutarcbithe Council
for the purposes of Subsections (a) and (b).

The Council may, under special circumstancedd Imeetings via
the use of any means of communication, providedeasanable
effort was made to locate all council members sooasbtain their
consent for such meeting, and all participatingnmhbers can hear
each other simultaneously.

The Council shall determine its working proceels so far as they
are not prescribed in this Law.

Subchapter C: Audit Committee

23. The Audit Committee

(a)

The Council shall appoint from its members frammongst the

public an Audit Committee; the number of members siad

15
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committee shall not be fewer than three; the cbéithe Council

shall not be a member of the Audit Committee.

The Audit Committee shall appoint one of itsmiers as chair.
The decisions of the Audit Committee shall bgtprejudiced by
the vacancy of a member of the committee or by f@adan his

appointment or in his continued tenure.

Duties of the Audit Committee
The Audit Committee shall—

(1)

(2)

(3)

recommend to the Council, after consulting witle Governor, a
candidate for the position of Internal Auditor detBank;

discuss the annual work plan of the Internaldidar and
recommend to the Council the appropriate budget @@rdonnel
standard for its implementation;

identify defects in the administration of theark and suggest to
the Council ways to rectify them; to exercise sadty, the
Committee shall discuss, among other topics, trdtaeports of
the State Comptroller and of the Internal Auditbétiee Bank and
the reports of the Accountant-Auditor; it shall @lmonitor the
implementation of the Internal Auditor’'s work plaand shall
discuss such matters as are brought before it &yCiuncil or by
the Governor; said discussion shall take place onsaltation
with, inter alia, the Internal Auditor or the Accountant-Auditor,

as the case may be.

Working Procedures of the Audit Committee

(a)

(b)

(c)

The lawful quorum at the meetings and for theotutions of the
Audit Committee shall be a majority of its membarsg;luding the
chair.

The resolutions of the Audit Committee shallgzssed by majority
vote of those participating in the voting; in theeat of a tied vote,
the chair shall have an additional vote.

The Audit Committee may, in special cases, huokktings via any

16
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means of communication, provided that a reasonabtempt was

made to locate all members of the Committee in otdeobtain

their consent to the holding of such meeting , pravided that all

participating members of the Committee can hearheather

simultaneously.

The Internal Auditor shall receive notices bétAudit Committee’s
meetings and may attend them; the Internal Auddioall attend
Committee discussions of reports that he prepared.

The Internal Auditor may ask the chair of thadit Committee to
convene the Committee for discussion of an isswexi§ed in his

request, and the chair of the Audit Committee slwalhvene ti

within a reasonable time of the date of the request

Notice about an Audit Committee meeting, at @hian issue
related to an audit of the Financial Reports wgl faised, shall be
presented to the Accountant-Auditor of the Bank,owhay then

participate in the meeting.

Subchapter D: Joint Provisions for the Monetary Comnmittee

and the Administrative Council

26. Restrictions of Service

(a)

(b)

a Member of the Knesset, a member of a munii@p#hority

council, or a candidate for either of the foregosimll neither

be appointed nor serve as a member from amonggiubkc of

the Committee or the Council.

The following shall neither be appointed norveeas a member

from amongst the public of the Committee or the Qml

(hereinafter: the Position)—

(1) an employee of the Bank, a person employedhe
service of the Bank, an employee of the State, an

employee of a statutory corporation, and an emmaye

17
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director of a government company or government

subsidiary in the sense of these terms in the Gowuent
Companies Law;

(2) an employee or an officer of a financial gntor a
principal in a financial entity; for this purpose¢he
expressions “officer” and “principal” shall be asfohed
in the Companies Law;

(3) a person whose business or occupation magtera
conflict of interest with the Position;

(4) a person who has a personal, business, oitigaobl
relationship with any minister in the Government;

(5) a person who has been convicted of a crinag, tthue to
its material or circumstantial gravity, renders himfit
to serve in the Position;

(6) a person who is disqualified from servingaadirector of
a corporation under the Companies Law or any other
law;

(7) a person who cannot devote the necessary tamihe

performance of the Position's duties.

27. Preserving the Effect of Resolutions
The effect of resolutions of the Committee and @wuncil shall not be
prejudiced by the vacating of a member’s positiorbp a defect in the

member’s appointment or continued term in office.

28. Term in Office and Termination of Term in Office
(a) Each member of the Committee and the Counacimfr
amongst the public shall be appointed for a ternofiice of

four years and may be reappointed to only one term.
(b) The Government may terminate the term in offick a

member of the Committee and the Council from amonigs

public if it deems the member unfit to continuevseg for

18
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one of the following reasons:

(1) commission of an act unbefitting his statusghesholder of
the position;

(2) violation of the provisions of Section 29 orebch of a
restriction set forth in Section 26;

(3) permanent incapacity.

The Government may decide on the termination ofmteén
office under this Subsection only after consultatiewith the
Governor in respect of a member of the Committed #re
chair of the Council, and in respect of a membertlod
Council — with its chair.

The term in office of a Committee or Council mger from
amongst the public who is absent from four consgeut
meetings of the Committee or Council or from sixatiegs of
the Committee or Council within twelve consecutive@nths
shall be terminated unless the chair of the Coneaitbr the
chair of the Council, as the case may be, finds ahsence
justified.

Conflict of Interest

A member of the Committee or the Council who mayeha conflict of

interest regarding an issue to be discussed irCinmamittee or Council

shall so advise either body, as the case may lkshall not participate

in the discussion and in the voting concerning tbaic.

Receipt of Information

A member of the Committee and a member of the Cibame entitled to
receive information available at the Bank that leeds for the discharge
of his function; a request for the receipt of samformation shall be
presented to an employee of the Bank whom the Guawerhas

authorized for said purpose.

Remuneration and Expenses

19
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The Government, per motion of the Minister of Fina and in

consultation with the Governor, shall determine teenuneration and
expenses that members from amongst the public enctimmittee and
counsel shall be paid; said remuneration and ex@sesball be included
in the Bank’s budget.

32. Applicability of Laws
Members from amongst the public of the Committeel @éhe Council
shall be subject to law as if they were employeethe Bank in respect

of the following statutes:

(1) The Public Service (Gifts) Law, 5740-1979

(2) The Penal Law, 5737-19%7-in respect of the provisions
pertaining to public employees;

(3) The Civil Service (Restriction of Political-RgrActivity and
Fund-Raising) Law, 5719-195%

(4) The Evidence (Determining Public Employeesyi@r 5743-
1982°,

(5) Elections to the Knesset (Consolidated Versibay, 5729-
19697

Subchapter E: Candidate Search Committee

33.
(a) A committee for the selection of candidates feembership in the
Committee and the Councshall be established, comprised of the
following:

(1) the chair of the Committee, appointed by th&okey

7 Sefer Hahukim 5740, p. 2.

18 Sefer Hahukim 5737, p. 226.
19 Sefer Hahukim, 5719, p. 190.
? Qovets Taqganot, 5743, p. 228.
2L Sefer Hahukim, 5729, p. 103.
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General and qualified to serve as a district cqudge; said

member shall be fit to serve as a judge in theriRisCourt
and may be a person who has served as a judgesoetieed
from a position in the State Service or in the pubkrvice;
(2) two members, appointed by the Government petion of
the Minister of Finance, in consultation with thieaer of the
Candidate Search Committee, who are either expmartthe
economy or hold or have held senior academic posts.
In addition to the conditions of eligibility séorth in Subsection
(a), a person is qualified to be a member of thadii#ate Search
Committee if he satisfies the conditions in Sectidf(c) of the
Government Companies Lawnutatis mutandis, and if he has not
breached a restriction as set forth in Sectionnaatis mutandis.
A member of the Candidate Search Committeel fleahppointed to
a five-year term in office and may be appointecdalitional terms;
when the term in office of a member of the Canddd&earch
Committee ends, said member shall continue to sentg another
member is appointed in his place.
The Government may terminate the service of emimer of the
Candidate Search Committee if it finds that saidnber is unfit to
continue serving as set forth in Paragraphs (1)e{3ection 28(b);
the Government may make such a decision in regfette chair of
the Committee only after consulting with the AtteynGeneral.
The provisions of Section 27 shall apply to idens of the
Candidate Search Committee and the provisions ofi@e 29 shall

apply to its membersnutatis mutandis.

Duties of the Candidate Selection Committee

(a)

The Candidate Selection Committee shall reconmiméo the
Government, after consulting with the Governor, didates for
service as members from amongst the public on thearGittee or
the Council, as set forth in Section 16(c) or SmttR1(c), as the
case may be, after reviewing their eligibility incardance with the
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provisions of Section 16(b) or Section 21(b), as tase may be,

and in accordance with the restrictions in Sectif) and their
suitability for the position, with attention devoteamong other
matters, to the special needs of the CommitteeherQouncil, as
the case may be.

The Candidate Search Committee shall determitseworking

procedures, including methods of candidate-seanthsabmission
of candidacy for service in the position.

The legal quorum for meetings of the Candida¢arch Committee
shall be the chair and one additional member.

Decisions of the Candidate Search Committedl df@ made by
majority vote of committee members participatingtie voting; in

the event of a tied vote, the chair shall have dditeonal vote.

The Government, per motion of the Minister ahdnce, shall
establish provisions relating to remuneration ampesses for
members of the Candidate Search Committee, to bk fpam the

State Treasury.

Consultation with the Appointment Review Commitee

(a)

(b)

(€)

A member from amongst the public of the Comedttor the

Council shall be appointed after consultation whk Appointment

Review Committee concerning the satisfaction of teems of

eligibility under Sections 16(b) or 21(b), as th&se may be, and
the restrictions in Section 26; the Appointment Rew Committee

shall consult with the Governor.

A member of the Candidate Search Committeel dfmlappointed
after consultation with the Appointment Review Coitiee.

If the Appointment Review Committee decides timtecommend a
candidate for service in any of the positions cite@&ubsections (a)
and (b) because a restriction set forth in SecB6rapplies to him,

said candidate shall not be appointed to the positi
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Chapter Five: Actions for the Discharge of the Banls Duties

Actions for the Discharge of Duties

To attain its goals and discharge its duties, thakBmay:

(1)

(2)

(3)

(4)

issue securities of the Bank, provided thatidseie of securities of
a new type valid up to thirteen months shall entaisultation with
the Minister of Finance, and issuing securitiesaofy type valid
over thirteen months shall entail his consent;

Perform, on the stock exchange or in anothguleed market or
off-market, an action or transaction of any kindttis customary in
the capital, money, and foreign-currency marketsjuding in the
derivatives' markets, all of which apply to sedest currency,
gold, or any other asset or instrument as are ouwsty in said
markets; provided the purchase or sale of Goventnoé Israel
debentures issued for terms exceeding thirteen Insofriom the
purchase or sale date, as the case may be, witlexbeption of
repurchase transactions in such debentures, sbadixbcuted after
consultation with the Minister of Finance and irckumanner that
it does not materially prejudice the ability to gailocal debt to
finance the Government’s activity;

receive deposits from Banking Corporations undenditions the
Committee determines;

issue credit to Banking Corporations, underditians set forth by
the Committee in this matter, including conditioregarding the
type and extent of collateral required against daglie of credit
and including conditions imposed upon Banking Coapons
regarding their activities related to the said &saf credit,
including interest rates and other payments they otaarge their
customers. The aforementioned notwithstanding, uedeeptional
circumstances, when the Committee is of the opiniloat there
exists a genuine threat to the stability or ordeabtivity of the
financial system, the Committee may establish coows that
differ from those it established regarding regutarcumstances;
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such conditions will apply so long as the credis Imat been repaid

in full, and may be established even prior to thhanging of the
credit;

(5) under exceptional circumstances, when the Cdtemiis of the
opinion that there exists a genuine threat to tadikty or orderly
activity of the financial system, the Bank may alseue credit to
Financial Entities that are not Banking Corporasonunder
conditions the Committee determines with regardht® said issue
of credit, including those stated in Paragraph ftatis mutandis,
which shall apply so long as the credit has nombespaid in full,
and may be established even prior to the grantintpe credit and
subject to receipt of all information the Bank regs at such dates
and in such manner as it establishes; wherefsa@hcial Entity is
supervised by a Supervisory Authority, said acyivghall be
executed by the Bank after consulting with the head the
Supervisory Authority;

(6) take any other action the Bank deems necgssaovided it
obtains the approval of the Committee for the tygfeaction at
issue; if the Governor believes there are grouratssaid action
under circumstances of special urgency, he mayeissstructions
to take the action and shall apprise the Committbereof
immediately after the action is performed.

37. Pledging of Securities as Collateral for Credit

(a) Where securities are pledged as collateratiHerissue of credit by
the Bank under this Chapter, the pledge shall biel wagainst other
creditors of the debtor and it shall be regardedaasenior fixed
lien, provided the securities are registered irofanf the Bank with
a Financial Agent as defined in Section 50A of 8exurities Law.

(b) The provisions of Section 19(b) of the Pledg@sv, 5727-1967
(in this Section—the Pledges Law) notwithstanditigg Bank shall

22 gefer Hahukim 5727, p. 48.
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not realize a securities pledge, that was creasecbdateral against
the granting of credit under this Chapter, as psti®n 17(3) of the

Pledges Law, unless it serves notice of its intentio do so, two
business days in advance, to the pledgor and topangon whose
right may be prejudiced by said realization. Howewvihe Bank
may realize such pledge without serving prior oetif, in the
opinion of the Governor or whomever among the Bardthployees
he authorizes for this purpose, a delay in theizadbn of the
pledge may significantly prejudice the ability tepay the
obligation secured by means of said realizatiooyled the Bank
serves notice about the realization immediately eraftthe
performance thereof, to the pledgor and to anyqremshose right
may be prejudiced by it.

(c) For the purpose of the requirement of servimgiae under this
Section, the transfer of securities pledged toBhek to an account
exclusively owned thereby shall not be viewed adization of the
pledge.

(d) The provisions of this Section shall also appdya right in a
security, and, in respect of a securities accownsuch securities as
are therein from time to time.

(e) The provisions of this Section shall apply nibtstanding the
provisions of any other law, including the CompaniéNew
Version) Ordinance, 5743-1983, the Pledges Law, and the
Companies Law, 5759-1949 however, this Section shall not
derogate from the Bank’s right to act regardingeauwsities pledge
and the realization thereof under the provisionamf other law.

38. Liquid Assets of Banking Corporations
(a) In this Section—
“Liquidity Directives”"—directives issued under Ssdxtion (b);

% Dinnei Medinat Israel, New Version 37, p. 761.
24 Sefer Hahukim 5759, p. 189.
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“Liquid Assets”—assets that the Governor, with gpproval of the

Committee, has determined in the Liquidity Direetsv

The Governor, with the approval of the Comnattenay instruct all
or any kind of Banking Corporations to hold LiquAdsets at a rate
and in a composition that he determines, and he detgrmine
such a rate either as a percentage of all depmditlities of the
Banking Corporation or of all its assets, or bodhn,in any other
manner, and he may also set different rates fodkiof deposits or
assets defined for this purpose.

The Liquidity Directives shall be published Reshumot and on the
Bank's web site, and they shall include the effectlate, provided
that the said effective date is at least three deys the date of the
publication on the web site; the version publishe&eshumot shall
be the binding version; a notification regarding tissue of the
directives shall be sent to the banking corporaitm which they
apply on the day they appear on the web site.

The Governor may instruct that a certain liapilof a Banking
Corporation be considered a deposit for the purpo$ethe
Liquidity Directives.

Banking Corporations shall not be paid interest the Liquid
Assets, in whole or in part, held at the Bank uslése Liquidity
Directives determine otherwise, and at a rate serdened.

A Banking Corporation shall, at the demand o 1Governor and on
dates that he determines, present the Bank witkepeort on its
liabilities and assets as is necessary for calmgathe amount of
Liquid Assets that it must hold and particularstiod Liquid Assets
that said Banking Corporation actually holds.

If a Banking Corporation fails to hold LiquidsB8ets in accordance
with the Liquidity Directives, it shall pay interes the Bank at a
rate the Governor sets, on the difference betweentdtal amount
in Liquid Assets that it has been required to halid the total
amount in Liquid Assets that it held in respectafy period during

which such difference existed.
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The Governor may, per approval of the Commijtteestruct a

Banking Corporation as set forth in Subsection {fjgt during a
period specified in a Directive and in the manngedfied therein,
such Banking Corporation discontinue or limit tissue of credit,
the performance of investments, or the distributodrprofits to its

shareholders, or that such actions be executedrupdgictions.

39. Information and Reports to the Bank

(@)

(b)

The Governor, or a Bank employee that the Guyeauthorizes
for this purpose, may issue an order that demarais & regulatory
authority with oversight over a Financial Entityyamformation
regarding such classes of transactions or perserthe Governor
determines, per approval of the Committee, neeaeattain the
Bank’s objectives and discharge its duties; if thegulatory
authority does not provide the Governor or the Baniployee with
the information within a reasonable time, or if thmancial Entity
is not supervised by a regulatory authority, thev€aor or a Bank
employee authorized by him for this purpose may aednthe said
information from the Financial Entity, at such tines he may
determine.
To attain the Bank’s objectives and discharge duties, the
Governor, per approval of the Committee, may issue order
requiring any class of persons, as he determiteegqrovide the
Bank with information, as detailed in the order,cessary for
following developments in the foreign currency metrkn Israel,
and relating to the following:
(1) transactions carried out by a resident of dbrim foreign
currency, in a foreign security, and in real estdteoad;
(2) transactions between residents of Israel amresidents in
Israel or abroad, and transactions by Israeli exstisl abroad;
(3) Transactions carried out in Israel by nonresid, excluding
transactions that are ordinarily made by touristsin regard

to an asset in Israel, including transactions imad#
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currency;

(4) the possession by a resident of Israel ofifpreurrency and
also of a foreign security and of real estate atbyoa

(5) the removal of any asset from Israel and theding to
Israel of Israeli currency or a right to Israelirency.

An order as per Subsection (b) shall estabtieh following, inter

alia:

(@) definitions of the terms “foreign security,'transaction,”
“nonresident,” and “Israeli resident” for the pugas of the
order;

(2) how and when the information is to be prodde

To attain the Bank’s objectives and discharge duties, the

Governor, or a Bank employee whom he authorizes tfus

purpose, may demand from a regulatory authorityorimiation

mentioned in Subsection (a), and he may instrugt p@rson to
provide any additional information regarding tractsans set forth
in Subsection (b); if the regulatory authority daest provide the

Governor or the Bank employee with the informatias per

Subsection (a) within a reasonable time, or if En@ancial Entity is

not supervised by a regulatory authority, the Gaweeror a Bank

employee authorized by him for this purpose may aednthe said
information from the Financial Entity, at such tines he may

determine..

Chapter Six: Management of Foreign Currency Reseng

40. Management of the Foreign Currency Reserves tifie State

(@)

(b)

The Committee, per approval of the MinistefFafance, may revise
the principles by which the Governor shall deterenthe desired
level of foreign currency reserves over the lonmgnte

The Committee, in consultation with the Ministd Finance, shall
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establish policy guidelines for the investment dfe tforeign

currency reserves.
The Committee shall report to the Minister afd&nce, within three
months following the end of each half-year, detaglsout the
management of the foreign currency reserves dutireghalf-year
ended, in a format that they shall determined hysent.

The Committee shall publish, within three mantfollowing the
end of each year, a report about the principal &iaficurrency and
securities of which the foreign currency reservesavcomposed at
the end of said year, in a manner that shall nejuatice the orderly
management of the foreign currency reserves; sgpart shall be
posted at the website of the Bank or in such maras the

Committee deems fit.

Chapter Seven:Banknotesand Coins

Issuing Legal Tender

(a)
(b)

The Bank may issue and re-issue currency.
Currency issued by the Bank shall be legal éend Israel in the

amount of its face value.

Power to Determine Particulars of Banknotes an€oins

(a)

(b)

The Governor, per approval of the Council ahd Government,
shall determine the face value, form, content, atiter particulars
of banknotes to be issued; said notes shall bear fdtsimile
signature of the Governor.

The Governor, per approval of the Council ahé Government,
shall determine the face value, composition, weigtgsign, and

other particulars of coins to be issued.

Commemorative Coins and Special Coinand Numismatic ltems

(a)

A coin issued by the Bank that has been dedlasethe Governor,
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per approval of the Council and the Government, be a

commemorative coin or a special coin, or numismégms issued
to the public by the Bank that are legal tendernsrael, shall be
delivered by the Bank, for their sale, only to angany appointed
therefor by the Minister of Finance with the Gaver's consent.
The provisions in Section 42(b) shall applyctins and numismatic
items as set forth in Subsection (a).

The provisions in Subsection (a) shall not pude the Bank from
keeping commemorative coins, numismatic items, pcgl coins

or from presenting them as gifts to whomever itrdsédit.

Prohibition against Issuing Currency

(a)

(b)

No person other than the Bank shall issue ocutate banknotes,
coins, a document, or any other object, that theveBwor has
determined may be used as a substitute for currency

If a person issues a substitute for currencycantravention of

Subsection (a), the Governor may confiscate it.

Canceling and Replacing Banknotes and Coins

(a)

(b)

(€)

(d)

The Governor may direct by order, with the awat of the Knesset
Finance Committee, that banknotes and coins spgekcifi the order
shall cease to be legal tender in Israel (in trestt®n—Cancellation
Order).

A person who, during the period set forth ie tGancellation Order,
delivers to the Bank, or to whomever the Governesignates in said
Order, banknotes or coins that have ceased to bal leender
according to the Order , is entitled to receivealetgnder of equal
value in exchange therefor; the Governor may emhbin the

Cancellation Order a fee that shall be chargedis tegard.

A Cancellation Order shall not derogate fromy astatute that
determines the unit of currency or any divisionrdod.

Once a Cancellation Order has been issued, evieerany amount is
payable in cash and said payment can be made onlusing a

30



46.

47.

(e)

(f)

UNOFFICIAL TRANSLATION

cancelled banknote or coin, such amount shall henaded to the

nearest amount that can be paid in legal lendet,veimere it can be
rounded either upwards or downwards, it shall hended upwards.
A Cancellation Order may determine that the v@ions of
Subsection (d) shall apply also to a non-cash paymed an entry
into a book of accounts, either compulsorily ortla¢ option of the
person making said payment or entry.

The Governor may determine, in rules, provisidar the withdrawal
from circulation of currency damaged through usedestroyed and
for its replacement under conditions determinedhe rules; rules
regarding a fee for such replacement that the Bsalm&ll charge
therefor shall be determined with the approvalhef Knesset Finance

Committee.

Currency Services

The Governor, per approval of the Council, may datiee by rules the

services the Bank shall provide regarding curreribg, entities to which

said services shall be provided, and the conditiomder which this shall

be done; he may also prescribe the fees that maghlaeged for said

services.

Rules for Regular Operation of the Currency Sytem

The Governor, per approval of the Council, may lelssh rules necessary

for the orderly operation of the Currency systentjuding rules—

(1)

(2)

allowing the continual, orderly supply of cungy of adequate
quality;

requiring Banking Corporations and the PostalmPany to take
actions as shall be determined in the rules for rdg@acement of
banknotes or coins in circulation so as to prevantease the use of
counterfeit currency in circulation, to replace tdferesaid with new
legal tender issued, or for other purpose relat@dhte currency
system, including assurance of the adequate quafityanknotes or

coins.
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Chapter Eight: Banking Activities of the Bank of Israel

The Bank as the Government’s Banker

(a)

(b)

(€)

(d)

The Bank shall be the sole banker of the Gawemt in its Banking
Activity in Israeli currency. In this regard, “Baimg Activity’—
any kind of activity in which a Banking Corporationay engage
under the Banking (Licensing) Law.

The provision of Subsection (a) notwithstandinlge Government
may, per agreement between it and the Bank, olt&itain services
from Banking Corporations or Financial Entitiesppided this be
done only in order to manage the Government's deidt fiscal
activity.

Payments made by the Government to the Bank swmvices
rendered to it under Subsection (a), the interatt that the Bank
shall pay the Government for its deposits at thewkBaand the
interest rate that the Government shall pay thekBfan overdraft
balances—shall be agreed upon by the Bank and tvei@ment.
The Government’s policy regarding receiving leaand issuing
securities shall be determined in consultation wite Governor or
with a person whom he authorizes for said purposaid

consultation shall be conducted at least once egeayter.

(e) The administration of State Loans issued imdtrby the law
enacted prior to the publication of this law shadl carried out by
the Bank, if no other provision exists in a law aedjng a specific

loan.

Loans to the Government

(a)

The Bank shall not provide the Government vatloan to finance
its expenditures, including via direct purchase ®bvernment
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bonds at point of issue.

The provision of Subsection (a) notwithstandinge Bank may
provide the Government, at its request, with a terapy advance to
bridge a gap in the Government’s cash flow in exiecuits budget,
provided the total temporary advance shall not ed¢cat any time,
NIS 10 billion, and shall be for no longer than 1&8ys per year;
this sum shall be updated on January 1 of eachsteating January
1, 2013, based on the rate of change between tmsu@uer Price
Index published in December of the year before diage of the
adjustment and the Consumer Price Index publishddeicember of

the preceding year;—

50. Management of Accounts

(a)

(b)

The Bank may manage accounts for Banking Corpamatiand
other Financial Entities and, per decision of thev&nor with
approval of the Committee, for foreign central bsnknonetary
authorities, and banks, all of which under condisiothat the
Governor determines, including the charging of agement fees
or other fees.

An account with the Bank may be managed in egittsraeli or

foreign currency, as the Governor determines.

Chapter Nine: The Economy’s Foreign Currency Activity

51. Prohibition of Transactions

(a)

The Government, per proposal of the MinisterFafiance and in
consultation with the Governor, may determine bydeor that
transactions under Section 39(b)(1)—(5), in whoteropart, shall
be prohibited.
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The provision in Subsection (a) notwithstandinige Minister of

Finance, per consent of the Prime Minister andansailtation with
the Governor, may determine as per Subsectionif(dg believes
that circumstances arise justifying the promulgatod the order not
by the Government, but such order shall expirenat ratified by
the Government within 14 days.

An order under Subsections (a) and (b) may ibeee general or
related to a class of matters, a specific matteg olass of persons,
and various definitions therein may differ from sieodetermined
under Section 39(c)(1).

An order under Subsection (a) and an order uigidsection (b)
that has been ratified by the Government as afaded®all expire at
the end of six months after it takes effect unlasshorter period is
stipulated in the order; the Government, per praposf the
Minister of Finance and in consultation with thev@mor, and with
the approval of the Knesset Finance Committee, magnd the
effect of the order for additional periods of sixmths each.

52. Supervisory Powers

(a)

The Governor may authorize an employee of thekBto supervise
the fulfillment of the provisions of an order ofetllype described in
Section 51 (in this Section—Supervisor), providdaatt all the
following terms are met:

(@) The Israel Police states, no later than thmeaths from the
date on which it receives the employee’s particilahat
they do not object to the authorization of said &yee on
grounds of public security, including grounds ofnanal
record;

(2) said employee received appropriate trainingnasructed by
the Governor with the consent of the Minister ofeimal
Security;

(3) he meets additional terms of eligibility inaofas such are

established by the Governor, per consent of theiden of
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Internal Security.
(b) To supervise the performance of the Order asSextion 51, the

Supervisor may—

(1) Demand that any person concerned identify kimsy name
and address and present him with an ID card orraiffecial
document that establishes his identity;

(2) Demand that any person concerned furnish Wwith any
information or document that may assure or fadgitéghe
performance of the provisions of an order underti8ac1;
in this Paragraph, the term “document” includespottas
defined in the Computers Law, 5755-1895

(3) Enter any place that needs to be enteredhi®renforcement
of an order under Section 51, provided thagilace used a:
residence is entered only by court order.

(c) A Supervisor shall not invoke the powers vestedhim under this
Section except for the discharge of his duties améss he satisfies
the following two conditions:

(1) wearing, in a visible place on his personag tdentifying
him and his function;

(2) carrying a supervisor’s certificate that atset® his function

and powers, which he shall produce upon request.

Chapter Ten: The Exchange Rate

53. The Exchange Rate
(a) The rate of exchange of the currency into fgmecurrency shall be
determined by the foreign currency market, unlégs@overnment,
in consultation with the Governor, determines aeotimethod.
(b) If the Committee believes it necessary for #teainment of the
Bank’s goals and the discharge of its duties, iyrdacide that the

% Sefer Hahukim, 5755, p. 366.
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Bank shall intervene in trading in the foreign @mcy market even

if by doing so it causes a temporary deviation fribva desired level
of foreign currency reserves as per Section 40; echately
following this intervention, the Committee shallpwet it to the
Minister of Finance.

If the Governor believes there is reason fderwention of the sort
set forth in Subsection (b) and, due to the urgesfahe matter, the
Committee’s approval cannot be obtained beforeitiiervention,
the Governor may intervene in trading and repost &ctions and
the reasons for the urgency of the matter to then@dtee and the
Minister of Finance immediately after the intervient

The provision of Subsection (b) notwithstandinghere the
Committee believes the Bank should intervene irditr@ in the
foreign currency market neither for administeringe tmonetary
policy nor to support the stability of the finankceystem, it may,
per approval of the Minister of Finance, decide mpsuch
intervention; however, if the approval of the Mit@s of Finance
cannot be obtained before said intervention du¢h&ourgency of
the required action, the Committee may intervenesamnd trading
and it shall report its actions and the reasongtierurgency of the

matter to the Minister of Finance immediately aftards.

Chapter Eleven Reports to the Public

Annual Report about the State of the Economy

Within three months of the end of each year, the@dBoor, in his capacity as

advisor to the Government on economic matters asSgetion 7(b), shall

present the Government and the Knesset Finance @omenwith a report

that contains a survey and analysis of the statehefeconomy and the

economic policy in the previous year.

Periodic Report on Monetary Policy
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No less than twice annually, the Committee Islpaksent the

Government and the Knesset Finance Committee witrepeort

containing a survey of developments in the fieldpoice stability

and economic developments in the time period caldrg the

report, and the policy that the Committee belienesessary for the
maintenance of price stability within the rangeetatined by the
Government as per Section 3(b), and for the attaitnof the other
goals in Section 3.

If the inflation rate deviates, during six cecsitive months, from
the range determined by the Government as per @eéfib), said
periodic report shall include details about the soges for the
deviation, the policy that the Committee has addptereadjust the
inflation rate to the determined range, and the @dttee’s estimate
of the period of time required for the attainmefttlis result; for

this purpose, “deviation of the inflation rate” ad¢as the change
between the Consumer Price Index most recentlyiplid before
the date of the calculation and the index publisih@dthe year-

earlier month.

The Knesset Finance Committee shall discussrepert presented
under this Section, with the participation of theowv@rnor,

immediately after the report is presented; if a orépas per
Subsection (b) is submitted, the discussion sladki tplace with the

participation of the Minister of Finance as well.

Annual Report about the Foreign Currency Resergs

Within three months after the end of each year,dhair of the Committee

shall present the Government and the Knesset Fen@ammittee with a

report that shall include the principles by whitte tdesired level of foreign

currency reserves is determined over the long tamud the guidelines by

which the Bank’s foreign currency reserve investtiaolicy is determined.

Other Reports

The Government and the Knesset Finance Committeg @aany time,
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demand that the Bank present them with a reporammyn matter relating to

the activities of the Bank in discharging its dstie

Chapter Twelve: Financial Sanctions

58. Financial Sanction

(a)

(b)

(c)

(d)

If a person breaches any of the provisionshef Law as specified
below, the Governor may impose a financial sanctimaer this
Chapter in the sum of NIS 5 million:

(1) violation of a condition to grant credit orcapt deposits
under Section 36(4) or Section 36(5);

(2) failure to submit a report at the request loé tGovernor
under Section 38(e) or presentation of an inaceurat
incomplete report;

3) failure to terminate or limit the issue of die investments
or distribution of profits in accordance with the¥&rnor’s
directives under Section 38(Q);

If a Banking Corporation is asked to hold liduassets at a rate or

in a composition that the Governor determines iquildity

directives under Section 38(b) and fails to dotke, Governor may
impose upon said Corporation a financial sanctiorder the
provisions of this Chapter, in the sum of two n@HiNIS.

If a Financial Entity is asked to provide infieation under Section

39(a) and fails to do so, or if it provides inforiiwa that is

inaccurate or incomplete, the Governor may impogenusaid

Entity a financial sanction under the provisionstios Chapter, in

the sum of 500,000 NIS.

If a person performs a transaction that is medi as prohibited

under Section 51, the Governor may impose upon paidon a

financial sanction under the provisions of this gtea, in the sum

of 100,000 NIS; if said person is a corporation—tire sum of
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750,000 NIS, and if said person is a Banking Coaion—in the
sum of 1,500,000 NIS.

(e) If a person is asked to provide information en&ection 39(b) or

(d) and fails to do so, or if he presents informatithat is
inaccurate or incomplete, the Governor may impogenusaid
person a financial sanction under the provisionghad Chapter, in
the sum of 50,000 NIS; if he is a corporation—ire teum of
100,000 NIS.

59. Notice of Intent to Impose Sanction
(a) If the Governor has reasonable grounds to asdhuax a person has
violated any of the provisions of this Law as s&th in Section 58
(in this Chapter—the Violator) and intends to impogpon the
Violator a financial sanction in the sum set fonthsaid Section, he
shall serve the Violator with a notice of intentibopose a financial
sanction upon him (in this Chapter—Notice of Intént Impose
Sanction).
(b) In the Notice of Intent to Impose Sanction, thevernor shall note
the following,inter alia,
(1) the action or inaction (in this chapter—thetidn) that
constitutes the violation;
(2) the sum of the financial sanction and the dead for
payment thereof;
(3) the Violator's right to present his argumeniader the
provisions of Section 60;
(4) the rate of the supplement to the financiahctimn for a
continuous or recurrent violation under the prowms of
Section 62.

60. Rights to Present Arguments
Once a violator is served with a Notice of Intemtitlnpose Sanction, he is
entitled to present his arguments before the Gamgrorally or in writing,

as the Governor may decide, in respect of the tnt@mmpose a financial
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sanction upon him and in respect to its sum, wiBndays of the date on

which said notice is served.

61. The Governor’s Decision and the Demand for Payemt

(a)

(b)

(c)

The Governor shall decide, after weighing thguanents presented
under the provisions of Section 60, whether to isga financial
sanction upon the Violator and may reduce the stithe financial
sanction under the provisions of Section 63.

If the Governor decides, under the provisiohsSabsection (a), to
impose a financial sanction upon the Violator, thevernor shall
serve the Violator with a demand for payment of fiveancial
sanction (hereinafter—Demand for Payment); in them@2nd for
Payment, the Governor shall notefer alia, the adjusted sum of
the financial sanction and the deadline for thempanyt thereof; if
the Governor decides not to impose a financial sancupon the
Violator, he shall serve the Violator with notiaethis effect.

If the Violator fails to present his argumerds per Section 60
within thirty days of being served with a Notice latent to Impose
a Sanction, such notice, at the end of the saidytidays, shall
constitute a Demand for Payment served on the Yoolat the said

time.

62. Continuous Violation and Recurrent Violation

(a)

In the event of a continuous violation, theafigial sanction set
forth for the violation at issue shall be incread®d a financial
sanction at the rate of one-fiftieth thereof foclkealay on which the

violation continues.
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In the event of a Recurrent Violation, the ficaal sanction that

may be imposed for said violation if it were a fivsolation shall be
increased by a sum equal to one-half of said firrsanction; for
this purpose, a “Recurrent Violation” is a violati@f one of the
provisions listed in Section 58, within two year§ @ previous
violation of the provision due to which a financis&nction was

imposed upon the Violator.

63. Reduced Sums

(a)

(b)

The Governor may not impose a financial samctioa sum smaller
than that set forth in this Chapter except under pinovisions of
Subsection (b).

The Governor, in consultation with the Ministef Justice, may
determine, in an Order, cases, circumstances, amdigderations
allowing the reduction of the financial sanctiorstablished in this

Chapter, and maximum rates of reduction.

64. Adjusted Sum of Financial Sanction

(a)

(b)

The financial sanction shall accord with thguated sum on the
date of serving of demand for payment and, in rédara Violator

who has not presented the Governor with his argusnas set forth
in Section 61(c)—on the date of serving of Notick letent to

Impose Financial Sanction; if a court appeal ismsiited under
Section 68 and the court allows a stay of paymdrgaad financial

sanction—the financial sanction shall be set atatdgisted sum on
the day the appeal decision is rendered.

The Governor, per approval of the Knesset Foeaommittee,
may adjust the sums set forth in Sections 58 andné€fice about

the adjusted financial sanction sums shall be gadeh Reshumot.
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Deadline for Payment of Financial Sanction

A financial sanction shall be paid within thirty ydaof the day on which

the demand for payment specified in Section 6krved.

Indexation Differentials andInterest

If a financial sanction is not paid on time, it h@e increased on account
of the period of arrears by indexation differerdi@nd interest under the
Interest and Indexation Ruling Law, 5721-1961 (inist Chapter—

indexation differentials and interest) until itpaid.

Collection
A financial sanction shall be paid to the State abigy and the Tax
(Collection) Ordinanc® shall apply thereto.

Appeal

(a) A demand for the payment of a financial sanctiway be appealed
in Jerusalem Magistrate’s Court within thirty dasfsthe serving of
the demand;

(b)  The filing of an appeal shall not delay the pa&nt of a financial
sanction unless the Governor assents thereto dhefcourt so
orders;

(c) If the appeal is upheld, the financial sanctsimall be refunded,
plus indexation differentials and interest from ti&te it was paid

to the date of the refund.

Advertising

If a financial sanction is imposed under the proaas of this Chapter, the
Governor may advertise in a newspaper or in angrotvay the fact of the
imposition of the financial sanction and its suime name of the Violator,
the essence of the violation for which the finahsi@nction was imposed,

and the circumstances of the violation, and the €o@r may order the

% Government Bills—485, Shvat 19, 5770, Februar2@®L0.
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Violator to make such advertisement.

Responsibilities of Chief Executive Officer t&’revent Violations

(a) The Chief Executive Officer of a Corporation rissponsible for
supervision and taking all reasonable measuregherprevention
of violations under Section 56 by the Corporatianby any of its
employees.

(b) If the Corporation commits a violation of thers described in
Section 58, the Chief Executive Officer of the faration shall be
presumed to be in breach of his duty under Submect), unless
he proves that he took all reasonable measuresisttharge his
obligation.

(c) If the Chief Executive Officer is in breach bis supervisory duty
under Subsection (a), the Governor may—

(@) impose upon him; a financial sanction in thensof NIS
100,000 in accordance with the provisions of thimter;

(2) order the termination of service of the Chiexecutive
Officer of the Corporation that violated the praweiss of
Subsections 58(a) and (b); if the Financial Entis/
supervised by a Supervisory Authority, the Governaay
issue said order only after consulting with the ched the
Supervisory Authority; the provisions of this Chapshall
apply in respect to the termination of servicautatis

mutandis.

Delegation of Powers
The Governor may delegate his powers under thisp@ha with the

exception of those under Section 70, to the De@dyernor.

Chapter Thirteen: Criminal Penalties

Criminal Penalties
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Any person who issues or circulates banknatess, a document,

or any other object that the Governor has deterchiti@at any of

them may be used as a currency substitute in ceeriteon of the

provisions of Section 44, is liable to imprisonmdat a term of

five years.

Any person who commits any of the following Isble to

imprisonment for a term of one year:

(1) performs a transaction which is defined ashpoibed by an
order under Section 51,

(2) Breaches the confidentiality duty in contratren of Section
80(a) or (c).

Responsibility of an Officer in a Corporation b Prevent Offenses

(a)

(b)

(€)

An officer in a Corporation must supervise add all that is
possible to prevent offenses under Section 72(b)fy) the
Corporation or by any of its employees; any persalating this
provision is liable to a fine in the sum of NIS 600.

Where an offense under Section 72(b)(1) is cdbech by a
Corporation or by any of its employees, a presuoipgxists that
the officer in the Corporation has breached hisyduinder
Subsection (a), unless he proves he has done éuegypossible to
fulfill his duty.

In this Section, the expression “officer in ar@oration” includes a
director, an active executive in the Corporationpatner, except
for a limited partner, or another officer respoaibn behalf of the
Corporation for the area of activity in which thdfemse was

committed.

Chapter Fourteen: Salaries of Bank Employees

Salaries of Bank Employees
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(a) Without derogating from the provisions of Seas 29, 29a, and
29b of the Foundations of the Budget Law, 5745-7985

(hereinafter—Foundations of the Budget Law), conogg changes

in salaries and terms of service, examination ofia# agreements,

and terms for the nullification thereof as set ion said Sections,

the following provisions shall also apply in respetthe Bank:

(D If the Minister of Finance has not made a d&ri
concerning changes in salary, terms of retirempansions,
or other work-related financial benefits as settHoin
Section 29(a) of the Foundations of the Budget Lvaihin
sixty days of the day on which the Bank approaches
with a request for the approval of an agreementaor
arrangement on such a topic, the request shallresepted
to the Prime Minister for his decision; the Primanidter
shall present the Minister of Finance and the Gooewith
his decision about the request within forty-fiveydeof the
day on which the request is presented to him.

(2) If the Bank disputes decisions of the Ministdr Finance
under Sections 29, 29a, and 29b of the Foundatodinthe
Budget Law, they shall be presented to the Primaidtier
for resolution; the Prime Minister, after givingetiparties to
the agreement or the arrangement an opportunigxfwess
their stance, shall present the Minister of Finaaoel the
Governor with his decision on the matter withintfefive

days of the day on which the dispute is presemddrm/her.

2" Sefer Hahukim, 5745, p. 60.
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3) If the dispute referenced in Paragraph (2) ceons a

decision by the Minister of Finance to issue artringion
about the level of payment allowed under Sectioa(BY?2)

of the Foundations of the Budget Law and the Prime
Minister sustains the Minister of Finance’s decmsidhe
Prime Minister shall specify in his decision theripd of
time in which the Bank shall not make payments Inelythe
permissible payment.

(4) If the Bank disputes decisions of the Ministdr Finance
under Section 29b of the Foundations of the Budget, it
shall not begin to implement said decisions urité¢ tlay on
which the Prime Minister is required to resolve thspute
referenced in Paragraph (2) or by the day on whioh
Prime Minister has handed down his decision, whiehne
comes first.

(5) In decisions of the Minister of Finance undctions 29,
29a, and 29b of the Foundations of the Budget Land in
decisions of the Prime Minister under the provisiaf this
Section, the Minister of Finance and the Prime Igli@i shall
bear in mind,inter alia, the special needs of the Bank and

labor relations at the Bank

Chapter Fifteen: Miscellaneous Provisions

75. Financial Report
(a) Within three months as of the end of each y#as, Bank shall
prepare an annual financial report, reflecting ¢cbenposition and
value of the Bank’s assets and liabilities as & fdst business
day of the year, the outcomes of its operationsaid year, and
changes in its capital; said report shall be pregan accordance
with Generally Accepted Accounting Principles aguated to the
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special activity of a central bank and shall be it by the

Accountant-Auditor.

Reports as set forth in this Section shall Ippraved by the
Council, shall be submitted to the Government anthe Knesset
Finance Committee, and shall be published in sunhnner as

the Council determines.

76. Transfer of Profits

(a)

(b)

In this Section—

“Annual Financial Report’—the annual financial oep of the

Bank, prepared in accordance with the provisionsSefction

75(a);

“Capital”—the capital of the Bank at the end oétprevious year

, including surplus balances, as shown in the Ahriiaancial

Report, less net profits;

“Total Assets”—the total of the Bank’s assets asha end of the

previous year , as shown in the Annual Financigidrt

“Surplus Balance”—the balance of accumulated psadind losses

from previous years, as shown in the Annual FinanRieport;

“Net Profits"—the net profits of the Bank as atetlend of the

previous year, as shown in the Annual Financial cRepNet

Profits shall not include profits not yet realizad set forth in the

Annual Financial Report;

At the end of three months from the end of egehr, the Bank

shall transfer, in fact, profits to the Governmentaccordance

with the following instructions:

(D If Capital is 2.5 percent or more of Total As§ a sum
equal to Net Profits, less the Surplus Balancetifisi
negative, shall be transferred to the Government.

(2) If Capital exceeds 1 percent of total asseisi® less than
2.5 percent of total assets, a sum equal to 50epé@f net
profits, less the Surplus Balance if it is negatiskall be

transferred to the Government.
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If Capital is 1 percent or less of Total Assets-effis shall not be

transferred.

(c) The Bank may record capital funds originating accounting
rules, provided the balance of net profits not sfamwed to the
Government as set forth in Subsection (b) is addethe Annual
Financial Report to the “Surplus Balance” line aml not
recognized as some other capital item, unless tbeefhor and

the Minister of Finance agree otherwise.

Audit by the State Comptroller
(a) The Bank is an Audited Body as this term isimkd in Section
9(6) of the State Comptroller Law.
(b) The provisions of the following sections of tBeate Comptroller
Law shall not apply to the Comptroller’s audit betBank:
(D Section 10(b), in respect of a proposal by @wwernment;
(2) in Section 14(a), the passage from “if he deem
necessary” to the end of Subsection (a);
3) Section 20(c), in respect of submitting th@ae to the
Prime Minister and to the Minister concerned;
(4) Section 21(a), in respect of the Governmerdatpuest.
(c) The provisions of this Section shall apply teetBank and its
employees in respect of their activity under anheotlaw, as

well.

Payment of Fees to the Bank

The Governor, per approval of the Council, consainthe Minister of
Finance and approval of the Knesset Finance Coragjithay determine,
by order, provisions regarding fees to be paidh® Bank for services it
provides under this Law, or under any other law, Banking

Corporations or to any other person.

Exemption from Taxes

Regarding payment of taxes, municipal property saXees, and other
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compulsory payments, the Bank is of the same stdube State.

Secrecy

(a) No person shall disclose information supplied present a
document submitted to him under this Law; however,may do
so if the Governor deems this necessary for theoqgme of a

criminal proceeding, including a criminal investiga.

(b) The provisions of Subsection (a) notwithstamggithe Governor
may disclose information or present a document upervisory
Authority, provided he is apprised that the infotroa or
document is requested for the discharge of the Sigmy
Authority’s duties.

(c) No person shall disclose information supplied mresent a

document submitted to him under the provisions obs®ction

(b).

Restrictions after Retirement

The provisions of the Public Service (Restrictiafiter Retirement) Law,
5729-1968® (herein—the Public Service Law), shall apply torgmms
who retire from the Bank, including members of themmittee and the
Council, mutatis mutandis; Section 3 of the said Law shall apply to the
Governor, to the Deputy Governor, to an employe®mwlithe Governor
has appointed as a member of the Bank’s managenzard, to an
employee who, immediately prior to his retirememfs ranked at one of

the top five grades of the Bank’s employees.

Representing the State vis-a-vis Internationd&inancial Institutions
(a) The Bank shall represent the State in any maé#kating to the
membership of the State in the International Monetaund, the

2 sefer Hahukim 5729, p.
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Bank for International Settlements, the Internasio®ank for

Reconstruction and Development, and any other mattonal
financial institution per decision of the Governrhen

(b) The Bank may perform any act required for theppse of said
representation, including investing in shares ofiaternational

financial institution.

Bills of Exchange Ordinance
For the purpose of the Bills of Exchange Ordinaficthe Bank shall be

deemed to be a banker as said term is defineddrCsdinance.

Evidence as to Currency

A certificate purporting to have been issued by Gevernor or by a

person authorized by him in writing, attesting thae attached thereto is
currency or counterfeit currency, shall be evideotsaid fact so long as

the contrary is not proved.

Implementation

The Government is charged with the implementatibthis Law.

Amendment to the Banking Ordinance

In the Banking Ordinance, 19%1—

(1) In Section 8(B1), the word “realization” shdlé deleted and the
words “Section 44A of the Bank of Israel Law, 571954 shall
be replaced by “Section 37 of the Bank of Israelv|.&770-2010.”

(2) In the initial portion of Section 8D(a), the wis “per approval of
the Government” shall be replaced by “per approwél the
Committee as defined in the Bank of Israel Law, ®2D10”;

(3) In Section 14I(b), the words "at rates thatshall determine” shall

be replaced by "and at maximum rates of reduction”;

%1.R. 1941, Supp. 1, p. 69(p), 85(a); Sefer HahukiMe5, p__
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(4) In Section 15(A2)(a), “to show a document,” lkhee followed by

the expression “to an employee of the Bank of lsriae the

discharge of his duties”.

Amendment to the Securities Law
In Section 1 of the Securities Law, in the defioitiof “securities,” the
expression “in the possession of the Governmertdllsbe followed by

the expression “or in the possession of the Banlsiafel”.

Amendment to the Government Companies Law

In the Government Companies Law, 5735-18%75)pn the Second

Appendix, instead of Item 18, the following shablpeear:

“18. The Monetary Committee and the Administrat@euncil—under
the Bank of Israel Law, 5770-2010.”

Amendment to the Banking (Licensing) Law, 5741-1981
In the Banking (Licensing) Law, 5741-19&41jn Section 50B(c), the
words "at rates that he shall determine" shall eplaced by "and at

maximum rates of reduction”.

Amendment to the Banking (Service to Customer) La%W41-1981
In the Banking (Service to Customer) Law, 5741-1981 Section
11A(e) the words "at rates that he shall determistedll be replaced by

"and at maximum rates of reduction".

Amendment to the Control of Financial Services (rance) Law

In Section 50b(a) of the Control of Financial Sees (Insurance) Law,
5741-1981°° the expression “within its meaning in Section 2 tbg
Securities Law, 5728-1968,” shall be followed b thxpression “to the

31 Sefer Hahukim 5735, p. 132; 5769, p. 1609.

32

3 Sefer Hahukim 5741, p. 208, Sefer Hahukim 5768.,65
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Bank of Israel.”

Amendment to the Short Term Loan Law

In Section 6 of the Short Term Loan Law, 5744-188the ending that

begins with the expression “for the increase orrdase of the means of
payment” shall be replaced by the expression “oheorto attain the goals
of the Bank of Israel and to discharge its dutieseat forth in Sections 3
and 4 of the Bank of Israel Law, 5770-2010.”

Amendment to the Internal Audit Law
In Section 12(a) of the Internal Audit Law, 575299
(1) In Section 1, at the end of the definition dfpaiblic entity”, the
following shall appear:
“(6) the Bank of Israel”;
(2) In Section 12(a), Paragraph (2) shall be delete

Amendment to the Payment Systems Law

In Section 16(c) of the Payment Systems Law, 576882° the word
“realization” shall be deleted, and the expressiBection 44A of the
Bank of Israel Law, 5714-1954" shall be replaced thg expression
“Section 37 of the Bank of Israel Law, 5770-2010.”

Repealof Statutes

3 Sefer Hahukim 544, p. 69.
% Sefer Hahukim 5752, p. 198; 5758, p. 73.
% Sefer Hahukim, 5768, p. 184.
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(a) The Bank of Israel Law, 5714-198%is repealed.
(b) The Currency Control Law, 5738-19%8is repealed.
96. Commencement

This Law shall commence on Sivan 19, 5770 (June 2010)

(hereinafter—the Commencement Date).

97. Transitional Provisions

(a)

(b)

(c)

(d)

(e)

The Governor who was serving before the Commernt Date
shall continue to serve in this post until the esfdhis term of
service.

The Deputy Governor who was serving before @lmenmencement
Date shall continue to serve in this post until éma of five years
from the day on which he began to serve, subjethé¢oprovisions
at the end of Section 10(b).

The salary and pension terms determined forGbeernor and the
Deputy Governor before the commencement of this Lsivall
remain in effect after the commencement regardhy Governor
and the Deputy Governor who were appointed befohne t
commencement of the Law.

The members of the Committee appointed fromragsbthe public
for the first time shall be appointed to the foliog terms: one
shall be appointed for two years, one for threeryeand one for
four years. The member who is appointed for tworgeshall not
count this term as a term of service for the puesosf Section
28(a).

The members of the Council appointed from ansorige public
for the first time shall be appointed to the foliog terms: one
shall be appointed for one year, two shall be apieoi for two

37 sefer Hahukim 5714, p. 192.
¥ Sefer Hahukim 5738, p. 108.

53



(f)

(9)

UNOFFICIAL TRANSLATION

years, one shall be appointed for three years, @amal shall be

appointed for four years. Members who are appoifibtedne year
or two years shall not count this term as a ternsarfvice for the
purposes of Section 28(a).

Where no Committee or Council is appointed, poavers vested in
this Law in the Committee or the Council, as theecenay be, shall
be vested in the Governor until the appointmentetther as
aforesaid.

The arrangements between the Bank and the @Gmeat, which
were customary before the commencement of this Lahall
continue to apply in respect of the payments andrast rates set

forth in Section 48(c), until agreed otherwise.
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