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Introduction

1. The process of transferring debits by authorizafrem an old account to a new
account at another bank has been identified asobiiee main obstacles faced by
customers interested in moving their account frame bank to another in order to
improve their terms with the banks. This is a cdogbed process, which at times
involves a lot of bother for the customer. The gofathis directive is to deal with
these difficulties, by creating an efficient angidaprocess of transferring debits by
authorization, which does not involve bother fag ttustomer.

2. After consultation with the Advisory Committee orariking Issues, and with the
authorization of the Governor, | have enacteddimisctive.

Main points of the directive

3. The chapter “Bank contact with beneficiary” reféssthe manner of contact by the
customer’s bank with the beneficiary to whom thestomer provides the
authorization.

Explanation

Within the framework of this chapter, Section 5{#s revised in order to provide a
response to cases in which beneficiaries are stenlien submitting, to the banking
corporation, requests to set up an authorizatiohehalf of their customers. In such
cases, the banking corporation shall be responwt#asure, within the framework of
a letter of indemnity that it receives from the éfkciary, the propriety of the
identification procedures, and shall receive a copthe customer’s written consent
for the beneficiary to set up an authorization.
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4. The chapter “Submission of a request to set upbé dg authorization” regulates the
process of submitting a request to set up an aattmn to debit an account by the
customer, either directly or via the beneficiary.

Explanation

This amendment is intended to cancel the requirésrteruse a letter of authorization
signed by the customer and for the bank to keegps of the letter. This demand has
been identified as one of the main factors in tiffecdlty of the process of setting up
an authorization to debit an account and then tgenibto another bank. Instead, a
process was set up of moving a closed list of Betdefined in Annex A of the
directive), from the customer or the beneficiaryite customer’s bank, by any means
of communication set up between the bank and tseomer in their agreement, or
between the bank and the beneficiary in the letténdemnity. To remove any doubt,
it is clarified that a request presented via thexkism Internet site meets the
requirement of being written.

As part of the list of details defined in Annex ifis established that a customer will
be able to choose, when setting up the authorizabetween setting up a general
authorization to debit an account, and setting npaathorization with up to two
limitations—a maximum amount to debit, and an efpin date for the
authorization.

Banks must track that the debits received from fieiaees are within these
limitations, and return them if they do not meeg¢rth The banks must explicitly
clarify to the customer that if the beneficiary suts a debit that does not meet the
limitations set by the customer, they will be reea by the bank, with all the
implications of such action.

Under circumstances in which a request to set upudimorization is submitted by a
beneficiary, setting up the authorization by thaekoaill only be permitted if attached

to the request is a copy of the customer’'s writtemsent to the beneficiary

submitting the request on his behalf (Section 6af{dhe directive). As noted above,
with reference to Section 5(b) of the directivesrthis a need for a letter of indemnity
that refers to this specifically, and sets up therkwprocedures between the
beneficiary and the banking corporation and thesas of responsibility.

In Section 6a(e) of the directive, it is establghbat the bank is to enable the
customer to verify the identity of the beneficidny checking that the institution code
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and institution name match. Establishing this tended to avoid mistakes in entering
details of the request by the customer. The bandt make available to the customer
convenient and efficient tools to carry out thigck—for example, when setting up
an authorization on the banking corporation’s weehsivhen entering the institution
code and institution name, a closed list of infibtu codes will open which will
automatically link to the appropriate institutioame.

Sections 6a(g)-(h) of the directive were moved fittva chapter “Request to debit an
account by authorization”, which was deleted, amdenrevised. It was established in
these sections that the bank must send its decmsiaihe customer’s request within
five business days of the date of receiving theéarnsr’s request.

In a case of a positive reply, the bank is to patife beneficiary of the setting up of
the authorizations in its systems and of any litidtes existing in the authorization.
In a case of a negative reply, the bank is to nakié customer of such, as was done
until now. Likewise, the bank is to document th¢éads of the authorization, and the
customer’s consent, to the extent that the autaboz was set up via the beneficiary.
In a case of a negative reply, the reason for ssidiso to be documented. In this
regard, it is clarified that the bank is to develbe appropriate infrastructures to
document the customer’s consent, in accordance twéhmeans of communication
used to submit the request.

Section 6a(i) refers to a “Report of authorizatiemslebit an account”. This report is
a report which is to be constantly updated, andk$®ane to allow their customers to
receive it in an accessible and convenient marimegll means of communication
and information terminals. The report structurepresented in Annex B of the
directive.

5. The chapter “Request to change an account debjteditinorization” is revised, and
it sets up a new procedure to transfer authorigati® debit an account from one
bank to another.

Explanation

The chapter “Request to change an account debiteguitihorization” regulates the

process to change the particulars of the accoubé tdebited, in accordance with the
various stages of the process: submitting a reqodsansfer debits by the customer,
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checking the details of the authorizations andirgetthem up, and sending the
information to the beneficiary.

The process is based on transferring informatiomfthe new bank, via a “Report of
authorizations to debit an account” generated leyald bank, and which is defined,
as noted, in Annex B of the directive.

6. Section 7(a) of the directive is revised, so that customer is permitted to cancel a
debit no later than 3 business days after the afatee debit. The revision is intended
to provide a response to the need that arose atvamgcustomers who are only able
to know that a debit has taken place after the. flloivas also established in this
section that the credit will be made at the value tbe date the cancellation
instruction is given.

7. Section 7(c) of the directive is revised, removihg 90 day limitation and the burden
of proof imposed on the customer.

8. Section 7(d) of the directive is cancelled, theursgment of being written was
integrated into 7(a) and 7(c), without further regments.

9. Section 7(e) is cancelled. It is obvious that thakdis required to act in accordance
with the customer’s notice, without need of thedfamary’s consent.

10. Section 7(f) was reworded but is not materiallyetiént. The goal of the change is to
word the section as a rule and not as a prohibitigposed on the customer.

11.Sections 8(a) and 8(b) were combined, and the iadditrequirements beyond the
requirement that the notice be in writing were edled. To remove any doubt, it is
clarified that the notice submitted via the bankoayporation’s website meets the
requirement of being written.

12.In Section 10 of the directive it is establishedttthe bank must present the name of
the beneficiary on account statements. The optionoting the beneficiary’s code
was cancelled.

13.Section 11 of the directive was revised. The géahe update was to clarify that the
directive does not apply to cases in which theaust provided authorization to the
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beneficiary to debit his payment card. In caseshich a credit card company is the
beneficiary authorized by the customer to debitithiek account, the directive applies
in similar fashion to any other beneficiary, exéhglSection 1.4(b) of Annex A.

Application

14. The amendments to the directive come into effecif &ctober 1, 2015.

Fileupdate

15.Update pages for the Proper Conduct of Banking riaass Directives file are
attached. The following are the update instructions

Removepage  (1/00) [5] 439-1-7
Insert page (9/14) [6] 439-1-8

Sincerely,

David Zaken
Supervisor of Banks
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DEBITS BY AUTHORIZATION

Introduction (9/14)

1.

Debits by Authorization are a method of makpayments under which a beneficiary
collects funds from the customer via banks. Thearusr’s bank account is debited and
the beneficiary’s account is credited by force ddebit presented by the beneficiary
based on an authorization given by the customer.

Payments made under this method involve thesflmeary, the customer, and their

banks. Consequently, there needs to be a procesh vegulates the relations between
the various sides.

This directive regulates the system of paymehtsugh debits by authorization,

primarily as regards to preserving the rights oé tbustomer (henceforth, the
arrangement).

It is hereby clarified that this directive das®t impose on the bank a responsibility to

the customer with regards to a transaction betwleebeneficiary and the customer.

Bank contact with beneficiary (z/97) (9114)

5.

(@) If a beneficiary contacted the banktfoe purpose of the arrangement, the bank
shall first examine the nature of the party makimg request and the chances that
he will be able to meet all the terms of the areangnt and the agreement
between him and the bank.

(b) The bank shall receive a letter of indemriftom the beneficiary in which the
beneficiary undertakes to indemnify any customeraay bank for damage
incurred because of a deficiency in the materi@ngtied by the beneficiary. In
circumstances in which the beneficiary is interéstethe possibility of submitting
a request to establish an authorization to debitaecount on behalf of the

beneficiary’s customers, the banking corporatioallsict vis-a-vis the beneficiary

IONLY THE HEBREW VERSION IS BINDING |




Supervisor of Banks Proper Conduct of Banking Business (9/14) [6]

Debits by Authorization Pagis9 2

()

to ensure the propriety of the customer identifaraprocess and receive a copy of

the customer’s consent in writing.

(1) The bank shall receive from the benafica commitment stating that if there

(2)

are several debits for the same customer, the ioenrgf will inform the
customer what the amount and origin of each dabitumless these details
appear on the statement sent by the bank to thwmas The notice
informing the customer shall be sent to him nea date on which his
account is debited;

Notwithstanding the aforesaid in Section {fljihere are several debits for the
same customer, the total of which is determinethe agreement with the
customer, and the amount of the debit changesaméyresult of the addition
of indexation differentials, a detailed notice &r@said, sent at least once a
year, will suffice. If, however, there is a changethe composition of the
payment during the year, another detailed notisespeecified in Section (1),
should be sent.

Submission of a request to set up a debit by authization (9/14)

6a.

(@) A bank shall permit a customer to sulami#quest to set up an account debit

by authorization, either directly or via a benedrgi

(b) A bank shall permit a customer to submit@uest to set up an account debit

by authorization directly through any of the follioy means of communication:

the banking corporation’s website, fax, mail, bawgkicorporation branch, or by

any additional means of communication in accordamite the bank’s decision

(hereinafter, “means of communication”).

()

If a request to set up an account debit ihairation was submitted by a

beneficiary, the debit authorization shall onlygeemitted if the request includes a

copy of the customer’s written consent to such @ughation.

IONLY THE HEBREW VERSION IS BINDING |




Supervisor of Banks Proper Conduct of Banking Business (9/14) [6]
Debits by Authorization Pagé39 3

(d) A request to set up a debit by authorizasiball include the details listed in
Annex A to this directive. The bank must bring to the oostr’s attention that he
must receive from the beneficiary the details regglito fill out the request.

(e) The bank must provide the customer the piisgitof verifying the
beneficiary’s identity by examining the details &this, verifying that the
institution’s code and the institution’s name matalinen submitting a request to
set up an account debit by authorization.

(H The bank must inform the customer, when tbguest to set up an account
debit by authorization is submitted, of his rightgive notice of the cancellation of
a debit or cancellation of authorization in accowa with Sections 7 and 8,
respectively, and how to cancel them.

() When a bank receives a request to set ugeouat debit by authorization,
the bank shall send a response to the beneficianyiting. If the reply is positive,
the bank shall note in its reply to the beneficitngt the authorization was set up
in its systems, and shall detail the limitationsse®g in the authorization, in
accordance with Annex A, to the extent that theeeamy. If the reply is negative,
the bank shall inform the beneficiary of its answand shall also inform the
customer of such, including the reason for the tiegaeply. The bank’s reply,
positive or negative, shall be sent within 5 bussnéays of receiving the request.
(h) The bank shall document the details of th@ization to debit the account,
as noted in Annex A, the customer’s consent, a$ agehegative replies given as
stated in Subsection (g), including the reasonsifiemegative replies.

(i) The bank shall permit the customer to recaivany time an updated “Report
of authorizations to debit an account” (hereinaftiéhe report”), which shall
include the information noted iAnnex B of this directive, using any means of

communication as well as automated information h®at bank branches.
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Request to change an account debited by authorizath (1/00), (9/14)

6b.

For a customer whose account in a given Kaekceforth, the old bank) is
debited by authorization, and who wishes the dabibe implemented in an
account at another bank (henceforth, the new bamé)ollowing provisions shall
apply:

Submission of a request by the customer to transfetebits

(1) The new bank shall receive from the customer, vig af the means of
communication, a request to transfer debits by aigation—all or part—in
accordance withnnex C of the directive.

(2) If the customer requested, within the frameworktlod request to transfer
debits by authorization, that the new bank conthetold bank in order to
receive the report from the old account, this conshall be made within one
business day from the date of submitting the reiques

(3) The old bank must respond to the contact from te@ bank within one
business day of the date of receiving the request.

(4) In a case of a negative reply to the request tesfeat debits by authorization—
all or part—the new bank shall submit a writtenpmsse to the customer,
noting the reason for the negative reply, withmefibusiness days from the
date of receiving the report.

Examining the details of the authorizations and séihg them up
(5) The new bank shall verify that the customer requgsto transfer the
authorizations is authorized to do so, based orativteunt holder details and
signature list appearing in the report generateanfrthe customer’s old
account.
(6) The new bank, after verifying that the customeaushorized to transfer the
authorizations, shall set up the authorizationgsrsystems and submit the
report, which shall be issued from the new accadntihe customer. The new

bank must complete the setting up of the authodmatand sending the
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report to the customer within three business deys fthe date of receiving
the report from the customer’s old account.

(7) If the new bank finds, based on the particularseappg in the report issued
from the customer’s old account, that the customsenot authorized to
transfer the authorizations, the new bank shalhathe customer to submit a
request to set up a debit by authorization in tt@ant pursuant to Section
6a.

Transferring information to the beneficiary

(8) The new bank shall submit to the bank which—basedhe details of the
most recent debit that took place in the old acteus the bank representing
the beneficiary to whom the customer provided athaization to debit the
account (hereinafter, the representing bank) witima business day from the
date that the setting up of the authorization mpgleted, the particulars noted
in Sections 1-5 of Annex C of the directive, aslaslthe relevant particulars
of the authorization, as they appear in Sectiohthereport.

(9) The representing bank shall transfer to the beiagjiche notice from the
new bank, within one business day of the date c#iveng it, so that it may
continue to debit the customer’s new account oaragoing basis.

(10) Notwithstanding the provisions of Subsections 8t new bank may
transfer to the beneficiary within one business, dhg particulars noted in
Subsection 8, directly and not via the represertisik.

(11) If a debit from the beneficiary was not receivedtimie customer’'s new
account within 65 days from the date of the custérequest, the new bank

shall notify the customer of such.

Cancellation of debit by customergra)
7. (@) The customer is entitled to cancel a dedebit by informing his bank in

writing, provided the aforesaid notice is submittedthe bank no more than 3
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(b)

(€)

(d)

business days after the date of the debit. To tktene that the notice of
cancellation is submitted after the date of thatdéte credit shall be made at the
value of the date of submission of the cancellatiotice.

The customer is entitled to demand thatltaek cancel a debit if the debit was
made in accordance with an authorization that vaaselled under Section 8;

A customer is entitled to demand from the han& written notice, to cancel a
debit if the debit does not match the expiratiotedar the amounts, determined in
the authorization, if they were determined.

Cancellation of a debit as noted in Secti@)s(c) means cancellation of the debit

in whole, and not amending or correcting it.

Cancellation of authorization (3/97) (7/99)(9/14)

8. (a)
(©)

(d)

(€)

The customer is entitled to cancel hib@ization at any time, by written notice.
The cancellation shall go into effect onesihass day after the notice has been
given to the bank;

If the bank debited the customer’s accowspite the cancellation as stated in this
section, in Section 7(b) or in Section 7(c), thakbahall refund the customer the
amount debited at its value on the debit date;

An authorization that has not been use@fperiod of 24 months from the date of

the last debit is cancelled.

Removal of customer from arrangement

9. A bank may remove a customer from the arrangérhé has a reasonable cause to do

so and informs the customer as soon as the dedsiamade, noting the reason for

doing so.
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Returned debit (397
9a. If a debit is returned by the bank not atitistruction of the customer, the bank shall
inform the customer that the debit has been retuasesoon as it is done, noting the

reason for this.

Identifying the debit in an account statemento/ia)
10. The statement that a bank issues for the mestshall contain the amounts of the
authorized debits or their return in such a wayoasnable the customer to identify the

beneficiary; this shall be done by noting the bimmfy’s name.

Debits via debit cards(7/99) (1/00) (9/14)

11. This directive shall not apply to authorizasao debit a debit card as defined in the
Debit Cards Law, 5746—1986. With regard to an aughtion provided by a customer
to a credit card company to debit his bank accoalhtthe sections of the directive

apply, except for Section 1.4(b) of Annex A.

Revisions
Circular 06 number | Version Details Date
148/16 Original circular 16/6/91
_— 1 Integration into Propef 8/91
Conduct of Banking
Business Directives
— 2 Updated version of 12/95
Proper  Conduct  of
Banking Business
Directives file
1860 3 Revision 31/3/97
1978 4 Revision 8/7/99
1991 5 Revision 13/1/00
2428 6 Revision 01/09/14
* * *
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Annex A

Request to set up an authorization to debit an acomt—as per Section 6a(d)

1. | A request submitted directly by the customer, to feup an
authorization to debit an account, shall include te following
particulars:

1.1 | Date of request

1.2 | Beneficiary details Institution code

Institution name

1.3 | Customer reference/identification number| (if
such exists) at beneficiary

1.4 | When submitting a request, the customer slaak Itwo options:

(a) Setting up a general authorization, which is umiest
(b) Setting up an authorization with at least one efftillowing
restrictions:
Maximum amount to debit
Expiration date for authorization
The bank shall explicitly clarify to the customéat if debits which
do not meet said restrictions set by the custommer s&nt by the
beneficiary, they will be returned by the bank,hnatll the implications
of such action.

2. | A request submitted by the beneficiary, to set upraaccount debit
by authorization, shall include the following particulars in addition
to those noted above:

2.1 | Particulars of customer’s bank account: accowmbers,
branch, bank

2.2 | Name of customer(s)

2.3 | ID numbers

2.4 | Copy of customer’s written consent to the rsgu® set up ai

authorization to debit the account shall be suleuitty the beneficiary
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Annex B
Report of authorizations to debit account—as per Sgion 6a(i)

1.

3.

Date report is generated

Account number

Branch number

Bank number

Account holders:

Name

ID number/Passport number/Private
company number

Signature list

Joint/Joint and separate

4. List of existing authorizations in account:

Beneficiary details

Details of most recent tlebi

in account
Institution | Institution | ID number | Beginning Maximum | Expiration date | Date of | Amount | Details of
code name listed with | date of debit of most of most | representing
beneficiary | authorization | amount* authorization* | recent | recent bank**
debit debit

* These columns are only to be filled in if custometed for an authorization including
these limitations.
** Representing bank: The bank which—based on #tait of most recent debit in the

customer’s account—is the bank representing thesflmary to whom the customer

issued the authorization to debit the account.
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Annex C
Request to transfer debits by authorization—as peBection 6b(1)
A request to transfer debits by authorization shall include the following
particulars:
1. | Date of request
2. | Details of new account (account numbers, branch,
and bank)
3. | Identity numbers of each account holder in new
account*
4. | Details of account at old bank (account numbegrs,
branch, and bank)
5. | Customer consent to transfer said information foregenting bank and/or to
beneficiaries and/or to old bank
6. | Clarification noting that the customer is to attdéled “Report of authorizations {o
debit account” from the old account (the reportudes the list of the currently
existing authorizations to debit the account in tld account, and the
particulars), in order to complete carrying out #téual transfer.
Therefore, the customer will be asked to choose ored the following two
options:
a) Having the new bank contact the old bank in ordeeteive the report (the
bank is to note that the report will be receivethwi three business days)
b) Submission of the report by the customer
* In this matter, “Identity number"—as it is defidhén the Prohibition on Money Laundering
(the Banking Corporations’ Requirement regardingntdication, Reporting and Record-
keeping for the Prevention of Money Laundering #mel Financing of Terrorism) Order,
5761-2001.

-

Note: When a customer requests to transfer only sonteeofiuthorizations from the old
account, the request should also include the detdiithe authorizations that the customer
wishes to transfer.
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