[TRANSLATED FROM THE HEBREW]

PAYMENT SYSTEMS LAW, 5768-2008

Chapter One: Definitions
Definitions
1. In this Law —
“payment order” — an instruction for the transfer of monies;

“the Governor” — the Governor of the Bank of Israel appointe@ceoordance with
Section 8 of the Bank of Israel Law, 5714-1§54

“the Securities Law” — the Securities Law, 5728-1968
“system rules” — the rules governing the operation of the payrmsgstem;

“the Stock Exchange Clearing House™ a clearing house as defined in Section
50A of the Securities Law;

“payment system” — a system in which payment orders are receivadsterred or
executed between the system participants, all mresof which have an account at
the Bank of Israel;

“controlled system” — a payment system which has been declared inrdatoe
with Section 2;

“designated controlled system”— a controlled system which has been declared in
accordance with Section 3;

“operator” of a payment system — an entity in charge of {heration of a payment
system;

“participant” — in a payment system — anyone who may give oistea payment
orders directly in the payment system and who fsndd as a participant according
to the system rules.

Chapter Two:

Sefer HaHukkim (Book of Laws) 5714, page 192.
2 Sefer HaHukkim (Book of Laws) 5728, page 234.



Declaration of Controlled System and Designated Carolled System

Declaration of controlled system

2. (@) The Governor may, after giving the paymeystesm operator an opportunity
to be heard, declare a payment system, save f@tthek Exchange Clearing
House, to be a controlled system for the purpodeshis Law, on the
fulfillment of the following two conditions:

(1) the system’s activity is vital to the gengpalyment framework within
the economy;

(2) there is concern that the improper, ineffitier unreliable activity of
the system might affect the payment framework withie economy.

(b) The Governor may also declare, in accordanitle thie provisions of Sub-
Section (a), a payment system that operates, inendran part, outside Israel
to be a controlled system; the operator of suclomirglled system may

manage an account at the Bank of Israel under ®ralis and conditions as
the Governor directs.

Declaration of designated controlled system

3. The Governor may, after giving the payment systgerator an opportunity to be
heard, declare a controlled system to be a desdnedntrolled system, for the

purpose of applying the provisions of Sections hd 45 to such system on the
fulfillment of all the following conditions:

(1) the system’s activity is material to the mamgtand financial stability in
Israel;

(2) there is concern that the improper, ineffitien unreliable activity of the
system might affect the stability mentioned in Sdxtion (1);

(3) the applicability of Sections 14 and 15 to #ystem is important for the
purpose of maintaining stability in accordance v@8tib-Section (1).

Declaration considerations

4. In declaring a controlled system and a desighatmtrolled system, in accordance
with Sections 2 and 3, the Governor may take ictmant,inter alia, the following
considerations:



1)

(2)

3)
(4)

(5)

the estimated overall amount of the paymedeéis which will be received or
executed in the system, during an ordinary day;

the estimated number of payment orders whidlhoe received or executed in
the system, during an ordinary day;

the number of system participants;

whether such system is linked to another cdlett system or to the Stock
Exchange Clearing House;

the extent of the influence the system haswdp@eli currency.

Request for information for declaration purposes

5. The Governor or anyone authorized by him forhsparpose may demand the
operator of a payment system and a participantich & system for any information
required by him for the purpose of a declaratioagnordance with Sections 2 and 3,
provided that he shall not request information \Wwhioay expose the identity of
anyone receiving service from a system participant.

Abrogation of declaration

6. If any of the conditions in respect of whichexclkhration pursuant to Sections 2 or 3
was made ceases to exist, the Governor shall aerodee declaration, after
providing the operator of the payment system withogportunity to be heard; the
abrogation shall come into effect 15 days afteicedb the system operator.

Publication in the Official Gazette

7. Notice of a declaration in accordance with &2 and 3 and of the abrogation of
a declaration in accordance with Section 6 shajpidaished in the Official Gazette
and on the Bank of Israel’s Internet site and simalude the identity details of the
system operator; the publication on Bank of Iseadfiternet site shall take place
shortly after the declaration or its abrogation.

Chapter Three: Control

Duties of a controlled system operator

8. The operator of a controlled system shall beawesible for complying with the
conditions and requirements applicable in respkttieosystem pursuant to this Law,
including the following conditions:



(1) the formulation of rules ensuring the systestability, efficiency and proper
functioning, including rules concerning the congduparticipation in the
system of a participant against which liquidatiorogeedings are being
conducted, and concerningthe means to enforceasaist

(2) the system’s operation in a manner ensurmgtability, efficiency and proper
functioning;

(3) the existence of means for the managementgpti®n and mitigation of risks
which might exist or which in fact exist in the t®;

(4) the existence of back-up arrangements in th&tem in the event of
emergency.

Control authority

9. The Bank of Israel shall oversee a controllesteay in order to verify its stability
and efficiency in accordance with Section 10 ared gtoper activity; for such
purpose, it shall examinajter alia, the system’s compliance with the provisions of
this Law and the appropriateness of the systens.rule

Examination of the controlled system’s stability an efficiency

10. (a) The controlled system’s stability shalldd@minedjnter alia, in accordance
with the following:

)
2)
(3)
4)

the system’s reliability;
the system’s accessibility;
the integrity, reliability and security ofdlinformation in the system;

in a designated controlled system — the ers# and content of system
rules regulating the time and conditions on théillment of which a
payment transaction, within the meaning theredbéction 14(a), will
be deemed irrevocable, or on the fulfillment of @fhan obligation due
to which a payment order was received in the sysieatl be deemed
an obligation which has been fulfilled.

(b) The controlled system’s efficiency shall beaewxned, inter alia, in
accordance with the following:

(1)

the swiftness and efficiency of the paymewleo's execution;



(2) the overall cost of participation in the st per participant, having
regard to the services which the system providgatbcipants;

(3) the reasonableness of the conditions foliggation in the system.
Directions to a controlled system operator

11. (a) If the Governor believes that the operaibra controlled system is not
performing any of its duties in accordance with teec8, he may, after
giving the system operator and the system parti¢cgpan opportunity to be
heard, direct it to perform the said duty, in thanmer and within the time
directed by him, andnter alia direct it to introduce or change rules, in
accordance with the provisions of Section 8, oroperate the system in
accordance with the provisions of the said Section.

(b) If the operator of a designated controlledtesys does not carry out any
direction given to it by the Governor in accordamaéh Sub-Section (a) for
the introduction or change of rules, the Governaynmmtroduce or change
them; if the Governor introduces or changes rutesdcordance with this
Sub-Section, he shall notify the system operateref and publish the rules
introduced or changed as aforesaid, or notice ¢icom the Bank of Israel’s
Internet site; the system operator shall give mowé the introduction or
change of the rules to the system participantcao@ance with the system
rules; the rules or changes shall take effect @ dhte specified by the
Governor in the notice or publication as aforesaid.

Reporting and information

12. The Governor or anyone authorized by him farthspurpose may request from a
controlled system operator or from a controlledtesys participant, save for the
Stock Exchange Clearing House, at such time arsdigh manner as he directs, any
information and document required by him for thepmse of implementing the
provisions of this Law, including information regarg the amount and scope of the
payment orders received or executed in the sysamah,information regarding the
system rules, provided that information which mapase the identity of anyone
receiving service from a system participant shall be requested, unless, in the
Governor's opinion such exposure is vital for innpéting the provisions under this
Law.

Exemption
13.  Where it is proved to the Governor’s satistactihat another authority, which has

powers similar to those vested in the Governor lwedBank of Israel pursuant to
this Law, is in fact carrying out due control o€antrolled system and of the system



operator, the Governor may exempt such systengytsiem operator and the system
participants from the provisions of this Law, in alé or in part, save for the
provisions of Sections 14 and 15; notice of thentibn to grant an exemption and
of granting it as aforesaid shall be published ankBof Israel’s Internet site.

Chapter Four:
Finality of Payment and Participant's Liquidation Proceedings

Finality of payment

14. (a) Where a payment order is received in agdesed controlled system,
payment is transferred to the operator of suchesystor the purpose of
executing a payment order or a payment order iswtgd in the system (in
this chapter — payment transactions), and the palynm@nsactions are
considered irrevocable by the system rules, théesy®perator may not be
required to annul or alter the entry in the systdrithese transactions, save in
accordance with the system rules, and the systesratgy may not be held
liable for any restitution or compensation by reasof the payment
transactions’ execution, if it acted in accordawit@ the system rules.

(b)  Where a payment order is received in a desggheontrolled system, and the
system rules prescribe that the obligation due hachvsuch instruction was
received shall be deemed an obligation performedwdsn system
participants on a particular date, the obligatiballsbe deemed to have been
performed on such date, provided that the Govehasrpublished notice in
the Official Gazette regarding the said date; suciice shall also be
published on the Bank of Israel’s Internet site.

Liquidation proceedings

15. (a) Where a liquidation order is granted irpees of a participant in a designated
controlled system (in this chapter — liquidatiorogeeding participant), the
liquidator shall immediately give notice thereofttee Bank of Israel, which
shall immediately give notice thereof to the systeperator; the system
operator shall give notice thereof to the systemtigpants, in accordance
with the system rules, insofar as these rules ples@ duty to give such
notice.

(b)  Section 268 of the Companies Ordinance [Newsida], 5743-1983 shall
not apply to payment transactions of a liquidatigmoceeding participant
made before the grant of the liquidation order; éegr, a court may order
annulment of such transaction if it learns thatvds made on bad faith,

3 Laws of the State of Israel, New Version 37, page.



(€)

(d)

(€)

(f)

(9)

without consideration or in order to give prefereng a particular creditor or
to anyone who guaranteed his debt or due to unlawdlicitation or
constraint on the part of such creditor or on leisaif.

The operator of a designated controlled systball not execute a payment
order given by a liquidation proceeding participgmior to granting the
liquidation order, on the day after such grantimgl ahereafter or after one
hour has passed from the time the system operat@ived written notice
from the Bank of Israel about the granting of tigeidation order, whichever
is earlier, and the provisions of Section 14(a)lsia apply to such payment
order.

Notwithstanding the provisions of Section J)4@n obligation in respect of
which a payment order was given to a designatednpay system by a
liquidation proceeding participant, before the gram of the liquidation

order, shall not be deemed, in accordance withpitowisions of the said
Section, an obligation that was performed betwegstesn participants, in
respect of the liquidator, unless the followinduHilled:

(1) on the date of granting of the liquidationder, the obligation is
considered, pursuant to the system rules, an digdigahat has been
performed, in accordance with Section 14(b);

(2)  full payment for the purpose of executing fayment order has been
transferred to the credit of the system operatoioathe credit of the
other participant, before the granting of the laation order.

Where an obligation pursuant to the provisiohsSection 14(b) and Sub-
Section (d) is considered to have been perforntesl system operator may,
notwithstanding the provisions of Sub-Section &)d subject to the system
rules, execute the payment order given in conneetith the obligation.

The provisions of Sub-Sections (b) and (d) lisimt derogate from the
provisions of Section 14(a).

The grant of a liquidation order in respectaoparticipant in a designated
control system shall not derogate from the systperator’'s right to deduct
from the participant’s rights toward the operatotsing prior to granting the
liquidation order, the participant’s obligationsMard the operator arising on
the date of liquidation or during one hour afteg #ystem operator receives
written notice from the Bank of Israel about thargmg of the liquidation
order, whichever is earlier, provided that the eystrules provide that the
value of the system operator's obligations or sghoward a system



(h)

participant shall be the value of its obligatiomsights, less the participant’s
obligations or rights toward the operator.

With regard to Sub-Sections (c) and (g) —

)

2)

intra-day credit

16.

(@)

(b)

(€)

the day after granting the liquidation orderrespect of a controlled
system under Section 2(b), shall be deemed to beagion
commencement of said day in accordance with treelisclock or in
accordance with the clock of the country in whidte tsystem is
managed, whichever is later;

notice from the Bank of Israel to the operatd a designated
controlled system, through an electronic systervisgrthe Bank of

Israel and the designated controlled system for plepose of

transferring payment orders, shall be deemed te baen received by
the system operator on the date on which it was sefess the system
operator proves that it did not receive the noticéhat it received it at
some other time, and all due to reasons which wetereventable by
appropriate means.

Chapter Five: Miscellaneous Provisions

The Bank of Israel may extend credit to atipipant in a designated
controlled system, for the purpose of guarantedhmy system’s efficient
functioning, against a charge submitten as cob&téor the participant’s
undertaking, or against the participant's depoaitshe Bank of Israel in
respect of which the Bank of Israel has a righsetfoff, to the Governor’s
satisfaction and on such terms as he directs.

Credit extended in accordance with Sub-Sed@)rshall be repaid on the day
on which it is extended, and no later than the tiheesystem closes on that

day.

A charge on securities, a charge on a righsdourities or a charge on a
securities account used as collateral for the uakielg of a participant
toward the Bank of Israel, in accordance with Sebt®n (a), shall be
governed by the provisions of Section 37 of the lBahlsrael Law, 5770-
2010, mutatis mutandis.

Request for information



17. The Governor or anyone authorized by him mguest information from a payment
system operator and from a payment system paritipacluding information
regarding the scope and amount of payment ordershé purpose of gathering and
processing statistical information, provided thatts information does not include
particulars of a specific participant, of anyoneceiging service from such
participant or of a specific transaction.

Appealing the Governor’s decision

18. A payment system operator or a payment systaicipant, who considers itself
harmed by a direction given by the Governor purst@ahis Law, may appeal it to
the Jerusalem District Court.

Confidentiality

19. (a) A person who has obtained information pamsuto this Law while
performing his duty shall maintain its secrecy,lishat disclose it and shall
not make any use thereof, save in accordance hatlprtovisions of this Law
or any other law, or under a court order.

(b)  Notwithstanding the provisions of Sub-Sectfah the Governor may publish
general information which is not liable to identify specific participant, a
receiver of service from such participant or a gpetransaction.

(c) A contravention of this Section shall be sabje one year’s imprisonment.
Fines
20. (a) If the Governor has a reasonable basiseteve that the operator of a
payment system, save for the Stock Exchange Clpdtouse, has done any
one of the following, he may impose upon it a fimethe amount of

NIS 100,000:

(1) it has not provided information it was regeesto provide under
Section 5;

(2) it has breached a direction given by the Goeeunder Section 11;

(3) it has not provided information or a documéntvas requested to
provide under Section 12.

(b) If a payment system operator has been reqligsterovide information under
Section 17, and has failed to do so, the Goverray impose a fine upon it in
the amount of NIS 15,000.



(c) A fine imposed pursuant to Sub-Sections (&) @) shall be governed by the
provisions of Sections 14-1 to 14M and 14-O of tAanking Ordinance,
19471, mutatis mutandis.

Implementation and regulations

21. The Minister of Finance shall be in chargehd implementation of this Law and
may promulgate regulations for this purpose.

Amendment of the Banking Ordinance — No. 24

22. In the Banking Ordinance, 1941n Section 8, after Sub-Section (b), the follogvin
shall be inserted:

“(bl) The realization of a charge on securitiascharge of a right to
securities or a charge of a securities account gtdzhagainst the provision
of credit to a banking corporation under Sub-Secta), shall be governed by
the provisions of Section 44A of the Bank of Isrhalv, 5714-1954mutatis
mutandis.”

Amendment to the Bank of Israel Law— No. 22

23. In the Bank of Israel Law, 5714-1854fter Section 44, the following shall be
inserted:

“Realization of a charge on securities submitted teecure credit

44A. (a)  Notwithstanding the provisions of Sectib®(b) of the Pledges Law,
5727-1967 (in this Section — the Pledges Law), the Bank Ishat
realize a charge on securities, a charge of a tiglgecurities or a
charge of a securities account, including the seesirtherein as they
shall be from time to time, submitted as collatéoalthe provision of
credit to a banking corporation under this Chapgtarsuant to Section
17(3) of the Pledges Law, until it has given notiféts intention to do
so, two business days in advance, to the debtoaapgerson whose
right might be affected by the realization.

4 Iton Rishmi (Official Gazette) 1941, Schedulgage (Hebrew) 69, (English) 85.

° Iton Rishmi (Official Gazette) 1941, Schedulepage (Hebrew) 69, (English) 85; Sefer HaHukkim 57g&ge
838.

6 Sefer HaHukkim (Book of Laws) 5714, page 192;/ftage 113.

! Sefer HaHukkim (Book of Laws) 5727, page 48.
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(b)

(€)

Notwithstanding the provisions of Sub-Secti@), the Bank may
realize a charge under the said Sub-Section witlgneihg notice,

where, in the opinion of the Governor or anyonéauted by him for
such purpose, one of the following conditions exigrovided that the
Bank gives notice of such realization shortly tladter, to the debtor
and to any person whose right might be affectethbyealization:

(1) a delay in the charge’s realization miglgngicantly affect the
ability to pay the secured obligation through thearge’s
realization;

(2) other conditions exist, obliging the immediaealization of the
charge, in whole or in part.

With regard to the duty to give notice pursu# this Section, a
transfer of the securities charged to the Bankntaaount exclusively
owned by the Bank shall not be deemed as realizatio

Amendment of the Securities Law No. 34

24. Inthe Securities Law, 5728-1968

In Section 50A, Sub-Section (f) shall be replabgdhe following:

“(f)

(2)

The clearing house may realize a charge pamswo the provisions of Sub-
Section (e) without giving notice to the chargortsfintention to realize the
charge; the clearing house shall give the chargeicen of the realization
shortly thereafter.”.

After Section 50A, the following Section shafipear:

“Duties of a clearing house

50B. A clearing house as defined in Section 50Allsbe responsible for

complying with the conditions and requirements maghlle theirto
pursuant to the provisions of this Law, includinige tfollowing
conditions:

(1) the formulation of rules ensuring the st&pilefficiency and
proper functioning of the clearing house, includimgles
concerning continued membership in the clearingshoof
anyone who has been approved by it as a membegirth@n

8 Sefer HaHukkim (Book of Laws) 5728, page 234;Bftage 312.
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(2)

3)

(4)

this Section — member of a clearing house) agawistch
liquidation proceedings are being conducted, amteming the
means to enforce said rules;

the operation of the clearing house in a mearensuring its
stability, efficiency and proper functioning;

the existence of means for the managemart/eption and
mitigation of risks which might exist or which imadt exist in
the clearing house;

the existence of back-up arrangements inctéaring house in
the event of emergency.

The Authority’s supervision of the clearing housts operations

50C.

(a)

(b)

()

The Authority shall oversee a clearing dsowas defined in
Section 50A in order to verify its stability andfiefency in
accordance with Section 10 of the Payment Systeams b768-
2008’; for such purpose it shall examirster alia, the clearing
house’s compliance with the provisions of SectiOB and this
Section, and the appropriateness of the clearingédaules.

If the Authority believes that a clearinguse is not performing
any of its duties pursuant to Section 50B, it mafyer giving

the clearing house and the members of the clednmgse,

within the meaning thereof in Section 50B(1) an @pymity to

be heard, direct the clearing house to performsthd duty, in

the manner and within the time as it directs, ante alia direct

it to introduce or change rules, in accordance wilie

provisions of Section 50B or to operate the clepfouse in
accordance with the provisions of the said Section.

If the clearing house does not carry out dingction given to it
by the Authority in accordance with Sub-Section {b) the
introduction or change of rules, the Authority magroduce or
change them; if the Authority introduces or changdes in
accordance with this Sub-Section, it shall notifie tclearing
house thereof and publish the rules introducedhanged as
aforesaid, or notice thereof, on the Authority’sehmet site; the
clearing house shall give notice of the introduttts change of
the rules to the members of the clearing house invithe

9

Sefer HaHukkim (Book of Laws) 5768, page 184.
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meaning thereof in Section 50B(1) in accordanceh vilie
clearing house rules; the rules or changes shadl@éfect on the
date specified in the notice or publication as edard.

(d)  The Authority’s chairman or anyone authadizg him for such
purpose may request the clearing house or a metheazof |,
within the meaning in Section 50B(1), at such tiamel in such
manner as he directs, any information and documegptired by
the Authority for the purpose of implementing threpsions of
this Section, including information regarding theaaunt and
scope of the payment orders received or executdwk atlearing
house, and information regarding the clearing houdes,
provided that which may expose the identity of areo
receiving service from a member of the clearingdeoshall not
be requested, unless exposure as aforesaid is vuitathe
opinion of the Authority’s chairman, for implemetisy the
provisions under this Section.

(e) In this Section, “clearing house rules” -e thules pursuant
whereto the clearing house is operated.”

(3) In Section 52-0, after Sub-Section (b), tbkkofving shall be inserted:

“(b1) If the Authority has a reasonable basiassume that a clearing
house as defined in Section 50A has breached aegtidin given to it
by the Authority pursuant to Section 50C(b) or met given any
information or document it has been requested @ giursuant to
Section 50C(d), it may impose upon it a fine in @&mount prescribed
in item 1 of the Sixth Schedule for a corporatiated “E” (in this
chapter — the basic amount for a clearing house).”

(4) In Section 52P, instead of “52-O(a) or (d}ie words “52-O(a), (b) or
(b1)” shall be inserted.

(5) InSsection 52Q, Paragraph (1), after the wotbdy virtue of a
provision as aforesaid”, the words “and with regar@ontravention of
a provision as set forth in Section 52-O(b1)” shHadl inserted, and
everywhere, after the words “from the basic amdong corporation”,
the words “or for a clearing house, as the case bwlyshall be
inserted.

Amendment of the Pledges Law

13



25. In the Pledges Law, 5727-1987Paragraph 17(3), in the definition of “securities
pledge”, at the end of Sub-Paragraph (2), the wdéailsat a clearing house as
defined in section 50A of the Securities Law” shmlinserted.

10 gsefer HaHukkim (Book of Laws), page 48; 5764,e886.
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