Bank of Israel == Updated July 2010
Bank Clearing House %
Clearing House Rules “Israee

CLEARING HOUSE RULES
PART | - BYLAWS
Section 101

a. Name
The name of the clearing house will be: The Banka@ihg House (hereafter: the
Clearing House).

b. Goal

To facilitate, at any location to be determined thg Clearing House Board, the
clearing of checks and other receivables, whicl véldecided upon by the Clearing
House Board from time to time (hereafter: clearimise receivables; see Section
301).

c. Membership

1. Every bank participating in the RTGS (Real Time €r&ettlement) systeh,
which is operated by the Bank of Israel (hereaftee RTGS system), will
have the right to submit a request for Clearing $¢omembership to the
Clearing House Board.

2. Notwithstanding the aforementioned, a bank thatsdo@t participate in the
RTGS system has the right to submit a request ftgarfhg House
membership to the Clearing House Board if the Bahlsrael has agreed to
the request. A bank that does not participate @RMGS system and has been
accepted as a member of the Clearing House wiltabpeas a represented
bank only, as defined in the Clearing House rules.

3. If the request has been approved, the Clearing élaulss will then apply to
the bank. A list of Clearing House members will @pin Appendix 302 with
the codes that have been determined for each battielBank of Israel.

4. Without detracting from the aforementioned, theatiley House Board will
have the right to cancel or suspend the membercfhapbank in the Clearing
House in the following cases:

a) The member has committed a material violation ef@hearing House
rules and refuses to rectify the situation desthte request from the
Chairman of the Clearing House Board.

b) The member has refused to appear before the Chrdn Panel as
described in Section 207 (below) or has refusecaony out the
decisions of the Clarification Panel.

5. If the participation of a Clearing House membertie RTGS system is
cancelled, then its membership in the Clearing idowgl automatically be
cancelled as well.

6. If a member is suspended from the RTGS system preaific period, then it
will also be suspended from the Clearing House ndurthat period.
Notification of such will be provided to the Claagi House members by the
Chairman of the Clearing House Board.

! See Section 2 for the rules of the RTGS system.
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7. If the Bank of Israel cancels its agreement toghgicipation of a bank that
does not participate in the RTGS system as a Qigatfiouse member (as
described in Clause 2 above), then the bank's nrsimpein the Clearing
House will be cancelled immediately upon the BafhKsoael's notification.
Such naotification will be provided to the Clearikipuse members by the
Chairman of the Clearing House Board.

8. If the membership of a represented Clearing Housmlper has ceased to be
represented by a Clearing House member (as deddnlfection 211 Clause
a3) and has not provided notification of his reprgation by a different
Clearing House member or his direct participatiothie Clearing House, then
his membership in the Clearing House will be teiated.

d. The Clearing House Board

The Governor of the Bank of Israel, or someone @nhdehalf, will appoint the
Clearing House Board, which will be composed of rfeen members: seven
representatives of the Bank of Israel, one of whiihserve as the Chairman of the
Board and one of which will serve as the actingi@han, and seven representatives
of the banks. In addition, the Governor, or someonehis behalf, will appoint an
acting member for each member, who will participatethe Board meetings
whenever the Board member is absent. The ClearogsélBoard will be appointed
for a period of two years and it will be permittedreappoint a member for additional
periods. In the absence of the Chairman of the ridigaHouse Board, the acting
Chairman will possess his authority in its entirdahenever the words "Chairman of
the Clearing House Board" appear in these rules,ritention is also to the acting
Chairman in the absence of the Chairman.

e. Annual Report
The Clearing House Board will submit an annual regm its activities to the
members of the Clearing House each year.

f. General Assembly

The Clearing House Board will have the right toeme a General Assembly of the
Clearing House members as it sees fit, in ordeligouss the Annual Report and any
other issues on the agenda.

The Chairman of the Clearing House Board will carev@ General Assembly of the
Clearing House members at the request of no lesstén Clearing House members.

g. Secretary of the Board and Supervisor

The Bank of Israel will appoint a secretary for Glearing House Board from among
its employees (hereafter: the Secretary) and ari@te&louse Supervisor (hereafter:
the Supervisor).

h. Changes in the Rules
Every addition or change in the rules will be cadlrout according to what is stated in
Section 210 of the procedures.
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I. Settlement through RTGS

The Clearing House Board is authorized to deterjrasedescribed in Section 210 of
the Clearing House Rules, which receivables cancleared through the Bank
Automated Clearing House Company (hereafter: ACH).

Each member is obligated to accept the receivairessented through the ACH.

J. Authorization of the Bank of Israel
The members of the Clearing House will authorizeBlank of Israel to debit or credit

their accounts in the RTGS system according toctbaring results, as described in
the Clearing House rules.
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PART Il - PROCEDURES
SECTION 201 — GENERAL

a. Clearing Days

1. The Clearing House will operate on every bankingimess day as described
in the Banking Regulations (Customer Service)(Ddias Crediting and
Debiting of Checks) 1992 (hereafter: the Bankingurations).

2. In addition to the aforementioned in Clause 1, oiddys and holiday eves
(apart from Purim eve, Independence Day eve anttaTB'av eve), the
Clearing House will operate on Saturday nightsights following a holiday,
according to circumstances, in order to handleivabées.

b. Obligation of Participation and Representation

1. Itis the obligation of every Clearing House memtaeparticipate in Clearing
House sessions — either in person or through an@learing House member
who represents him — whether or not he has receivdb present. The list of
members and those being represented appears iméigR02.

2. A Clearing House member who does not participatena of the sessions for
any reason will be debited or credited by the Bahksrael in the amount of
the receivables that were presented or returndunoduring that meeting.
Being late by 10 minutes or more for a meeting Wil considered as an
absence. If a Clearing House member notifies tleai@lg House Supervisor
prior to the time set for the clearing sessioniafuimstances that prevent him
from arriving for clearing on time, then only if he late by more than 60
minutes will he be considered absent.

c. Clearing Receivables

1. The Clearing House Board will determine the fornd @ze of the various
clearing receivables.

3. A clearing receivable can be in magnetic or nonime&ig form, as approved
by the Board.

4. A magnetic receivable is one with a strip of magnebde, which fulfils the
rules and guidelines published by the Board. Thgmatic code of a magnetic
receivable which is not a check will include a swhlior the type of
receivable, as will be determined by the Board.

5. Every clearing receivable will bear an identificetinumber of the bank to
which the receivable will be presented (apart fromagnetic collection
credits).

6. The identification number will be composed of trenk number and branch
number.

d. Clearing House Forms
1. The Clearing House Board will determine which forare to be used for
clearing and how they will be designed.
2. The forms determined by the Board will be descrilme8ection 400: Clearing
House Forms.
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e. Signature of the Bank
In any place where the signature of the bank isired, the bank's stamp will suffice,
unless stated otherwise, and there is no needfautnorized signature.
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SECTION 202 — CLEARING SESSIONS AND THEIR SCHEDULING

a. Sessions

Receivables will be handled in two sessions:

Session 1 — Presentation and return of non-magrezi@vables.
Session 2 — Electronic presentation and returnagmatic receivables.

Following is the schedule of the sessions:

Weekdays Saturday night or the night
following a holiday
Session 1 22:30 22:30
Session 2 01:00 (the following day)  23:00

Comments:

During the period of daylight savings, Session 2 w#ke place at midnight on
Saturday nights and nights following holidays iastef at 23:00.

On the 1 of the month (or on Saturday nights or nightsdiethg holidays that fall
on the 18 of the month) Session 2 will take place at 2:0@ (ollowing day).

Schedule of the sessions on Independence Day eve:
Session | —22:30
Session Il — 23:00

b. Changes in the number of sessions and their schding

The Board has the authority to decide on the nunobexessions and their timing,
whether in general or in special circumstance. Ahgnges will be publicized in a
bulletin signed by the Secretary.

2 Updated according to Bulletin 923/m issued on Jyr2009.
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SECTION 203 — PREPARATION OF NON-MAGNETIC RECEIVABL ES FOR
CLEARING

a. Presentation and return of non-magnetic debits
A Clearing House member who is presenting or r@tgrdebits will use the
following procedure:

1. He will stamp each receivable in order to indidhename of the member
presenting it, his location, his identity numbed dhe date on which the
receivable was presented at the Clearing HouseidEBméity number will
appear at all four corners of the stamp.

He will sort the receivables according to recipient

He will sum up each package of receivables that ke delivered to a

particular recipient and will attach a printout lwthe summation of the

package.

4. He will place the package into a special transpagaunelope.

5. He will fill out Form 401 for each recipient andlhattach it to the printout of
the summation.

w N

b. Presentation and return of non-magnetic credits
A Clearing House member who is presenting or raétgroredits will use the
following procedure:

1. He will sort the credits according to recipientcaredit will bear the
required stamp and will include the names of tles@nter and the recipient
and their locations, their identity numbers anddbte of presentation.

2. He will sum up each package that is intended foaréicular recipient and will
attach a printout of the summation to the package.

3. He will place the package of credits into a spettaisparent envelope.

4. He will fill out Form 402 for each recipient andlhattach it to the summation
printout.

c. Lack of correspondence

If a Clearing House member is forced to returnired®@es even though he has not
managed to reconcile their totals, he must inditegeamount of the difference on an
appropriate form. The sum will be recorded withaarg that includes the following
wording:

In the summation of the clearing receivables, theres an unreconciled amount of
NIS
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SECTION 204 —- MANAGEMENT OF THE SESSIONS AND SETTLING OF
ACCOUNTS IN THE RTGS SYSTEM

a. Session 1 — Presentation and return of non-maginereceivables

1. A Clearing House member will deliver presentatiand returns of debits and
presentations and returns of credits (includingme#ig collection credits) to
another Clearing House member in separate package®gscribed in Section
203.

2. A Clearing House member will deliver the receivaldé the types described
above, which are destined for a Clearing House neenvho is represented by
another Clearing House member together with theivables destined for the
representative member.

3. By 22:25, a Clearing House member will transmitdtigh the Cyber Arc
system) the data on debits and credits which helélagered to each Clearing
House member during Session 1, as agreed upondretive member and the
Bank of Israel. (The data on debits will be trartszdiin a file of the format
described in Clearing House Form 410: PresentatnchReturn of Non-
Magnetic Debits. The data on credits will be traittad in a file of the format
described in Clearing House Form 411: PresentatnchReturn of Non-
Magnetic Credits.)

4. Once the transmissions have been received, the\Bsguewill provide each
Clearing House member with a report of the toteéneables that he has
delivered to each Clearing House member and thet imeant to receive from
each Clearing House member.

5. Each representative of a Clearing House membeweiiify the report
produced for him, sign it and return it to the Susor. If a lack of
reconciliation is revealed, he will notify the Suyasor of this. Following
clarification with the two Clearing House membehg Supervisor will
correct the delivering member’s report.

6. The clearing results will be transmitted by the Bahlsrael to all participants
on the day of presentation (day t) through the Cy¥re system, as agreed
upon between the member and the Bank of Israels@&tiement in the RTGS
will be carried out on the following business dayiy).

b. Session 2 — Presentation and return of magnetiebits

1. A Clearing House member will electronically delifas described in Section
211) magnetic debits and credits to another Clgdfiouse member.

2. The Clearing House member will transmit (by meanSyiber Arc) to the
Clearing House Supervisor the data (total and dgyanegarding the debits he
has delivered and debits he has returned to eathipant (direct or
represented) by 22:25, as described in SectiorCddse c(3).

3. A Clearing House member who represents another mewmb transmit the
aforementioned data to the Supervisor, in the madescribed in the previous
clause.

4. The results of the clearing will be transmittedtbg Bank of Israel by means
of the Cyber Arc system to all the participantagseed upon between the
member and the Bank of Israel. The clearing re$otteepresented members
of the Clearing House will be transmitted to theresentative members.
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5.

If an error that exceeds NIS 10 million is revedigtbwing the transmission
of the clearing results to the participants, ancofymity will be provided for
the presenting bank and the drawee bank to makétawrequest to the
Supervisor (by 8:30 on the business day followhgydlearing day) to correct
the total of checks recorded by the presenting latie report to the
Supervisor.

c. Reconciliation and settling of accounts

1.

Following the processing of the data, all the mebants will be cleared in the
Bank of Israel's RTGS system. The settlement irRR&S system will be
carried out on the following business day (t+1).

Settlement between the representative banks armephesented banks will
take place the following day in the RTGS systerdescribed in Clause d.
below.

The receivables presented in Session 2 (electpyeaentation and return of
magnetic receivables) and those intended for repted members of the
Clearing House will be delivered to their repreatimes. The accounts of the
represented Clearing House members will be direldhjted or credited
electronically using the files. The sum of the dieednd debits will be
transmitted to the Supervisor (as described in $&d(2) above).

d. Settling of accounts between a representative €iring House member and a
represented Clearing House member with regard to nemagnetic receivables

1. The credits and debits resulting from the presemtaif receivables in

Session 1, which are intended for represented mesnalb¢he Clearing
House, will be reported to the Supervisor in arctetaic file in the format of
Clearing House report 421 — "Settling of accounth wepresented members
— presentation and returns"”.

. The representative will transmit the report 42ladatthe Supervisor (via the

Cyber Arc system), as agreed upon between the nreandehe Bank of
Israel, by 8:30 on the business day following tleaigng day. The settlement
to be carried out in the RTGS system will alsounle banks represented in
Session 1 according to the data reported in refiirt

. The receivables for the Clearing House memberesepted in Session 1

and in Session 2 will be submitted to their repnésteves and they will
transfer the receivables to the Clearing House neesntepresented by them.

. A representative member of the Clearing House is\gi2d not to transmit

the results of the settling of accounts with theresented Clearing House
member regarding a particular clearing sessiorhercondition that the
represented Clearing House member agrees to this.

e. Malfunction in clearing

In cases where data cannot be transmitted as bdedan Clauses a, b and d
above for some reason, the data will be delivered disc. Accompanying the
disc will be the reports described above (signethbymember).

! Updated according to Bulletin 918/m issued on Mak6, 2009.
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f. Failure of clearing

1. If one of the members does not have a large enbafgince in his account in
the RTGS system to cover his obligations in theafhy House, the
procedure for failure will be executed subject lte tonditions described in
Appendix 8(3) in the RTGS system rules.

2. If the failure arrangement is not activated orhé taccount balance in the
RTGS is insufficient for clearing after the actieat of the failure
arrangement, the Bank of Israel has the right a@xecute settlement in the
RTGS system. In addition, the Bank of Israel hasabthority to decide that
the Bank Clearing House will return the receivableshether debits or credits
and whether in full or in part — of the Clearing Ude member who failed
while specifying the reason for the return.

10
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SECTION 205 — DEFECTS IN NON-MAGNETIC CLEARING
RECEIVABLES

In cases that defects are discovered in the rduleisvar in the forms — as described
below — the Clearing House members will act ao¥ed!:

a. The amount of the receivable is not identical tavhat appears in the

summation

The recipient will return the receivable to thegmeter, accompanied by a return form
that specifies the reason for the return and theusstnthat appears within the
summation of the presenter.

b. A missing receivable
1. The recipient will immediately notify the presentéithe problem either by
telephone or fax.
2. The recipient will fill out a return form for thagsenter specifying the amount
of the missing receivable and will submit it to firesenter at the next returns
session, together with the relevant summation quint

c. A surplus receivable
The recipient will notify the presenter of this plyone and will coordinate the return
of the receivable with him.

d. Correction of errors between the Clearing Housenembers

A member of the Clearing House who in Session Ekaksvan error in one of the
Clearing House forms submitted to him or that hbnsitted to another Clearing
House member or to the Supervisor will immediatalytify the Supervisor by
telephone, in addition to notifying the relevantmieer of the Clearing House. In
Session 3, the two sides in the matter will conftirat the error has been corrected
using the appropriate Clearing House forms, whicii ¥ submitted to the
Supervisor.

e. Errors in the presentation or return of a clearng receivable

1. A member who mistakenly receives a clearing reddes¢ghat is not intended
for him will return it to the presenter at the nerdturns session. The
responsibility for the consequences of the afordrmeed error in presentation
will be that of the presenter who made the error.

2. A member who receives a returned clearing receevtidt was intended to be
returned to a different bank (the presenter), iwilinediately, and no later than
the next returns session, return it to the retyhiank.

The presenter will not refuse to accept the reddés/being returned due to the
delay resulting from the aforementioned error itum@ing it unless the
presenter explicitly notifies his customer that theeivable has been paid or
in the case that he has paid the customer the ambtime receivable or a part
thereof and would not have done so if the recee/diald been returned on
time.

Notwithstanding the aforementioned, the responsibibr the results of the
return will be that of the returner who erred.

11
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SECTION 206 — RETURNS

a. Return of clearing receivables

1.

If a bank is not willing to honor a receivable tinats presented to it at the
Clearing House for one of the reasons listed irattfendixes of Section 305,
he has the right to return it while specifying teason for the return (and if
there is more than one — to specify all the regsons

(a) Return of a check:

The reason for the return will be specified in oh¢he following

manners:

1) A stamp to be placed on the front of the check;

2) A stamp or printed message will appear on the béadthe
check together with a "Returned" stamp on the fodithe
check.

(b) Return of a receivable other than a check:

The reason for the return will be specified on @reaHouse Form
413 or in File 503 that will be attached to theetigable or with a
stamp on the front or back of the receivable.

(c) A Clearing House member will return any non-magnedceivable at
Session 1 following the day that the receivable prasented. Every
receivable that is returned in electronic cleaxiniybe returned in
Session 2 following the day of the receivable'sentation.

(d) Receivables presented at a branch in one of tlaidos listed in
Appendix 303 can be returned with a delay of oearhg day.

(a) With regard to receivables presented to thadires listed in the Banking
Regulations, an extra day of rest will be addeth&aforementioned number
of clearing days as specified in the Banking Retguia, if that additional day
of rest falls on a clearing day.

(b) Receivables presented at branches that aredctosthe clearing days that
fall on non-Jewish holidays can be returned orfitseclearing day following
the holiday, on the condition that the drawee QigaHouse member provides
written notification of this to the Supervisor ainé Clearing House members
at least one clearing day prior to the holiday. mbafication will list the
branches closed on the holiday and the dates ochwvithey will be closed.

(a) If there is a delay in the transfer of recelealihat is beyond the control of
the Clearing House members — who have taken reblsomeasures to
prevent the delay — the Clearing House memberheasgght to return
receivables that he is not willing to honor witdelay of an additional
clearing day. The additional day will also be adftedeceivables presented
late as specified in Clause 3(b) and Clauses #@)@ above. The
aforementioned will apply in the case of a delathie return of receivables
due to a technical problem in the operation of m$sleequipment (i.e.
computers and equipment for the sorting of recéesjlihat is used by any of
the Clearing House members or some other problatigimot related to the
returning Clearing House member and which is beyosadontrol.

(b) If the aforementioned delay continues for mibian one day, the
Supervisor will be informed of the delay in deliyer the technical problem
on that same day and this will be done as soomwssilge before the date set
for returns. The notification of the delay will bent by email by the Clearing

12
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House member who is the cause of the delay andwitirought to the
attention of the Clearing House members on theodidlye delay.

(c) If the delay continues beyond two clearing ddiys to special
circumstances, the details of the delay will braughapproval to the
Chairman of the Clearing House Board or the Supenly phone, fax or
email prior to the date set for returns. Followihg approval of the Chairman
of the Board or the Supervisor, the Clearing Hausenber who is responsible
for the delay will send notification by email td e#levant members of the
Clearing House providing details of the aforemamgnb delay, which as
mentioned was approved, and the details of theydelabe published in the
newspaper as specified in the Regulations.

(d) If due to a strike that has been declared aoatance with Clause 8n of
the Banking Regulations — 1941 the Clearing Housmber is prevented
from returning checks, the strike days during teeqal designated for the
return of checks will not be taken into account #r&Clearing House
member will be permitted to return the checks \aitthelay of up to three days
after the cancellation of the strike declaration.

Details of the delay will be published in the neeysgrs as described in the
Regulations and will be brought to the attentionhaf Supervisor via email on
that same day prior to the date set for returns.

(e) If the aforementioned delay continues accortin@lause (c) or (d), the
Clearing House member will provide notificationtive newspapers on the
first business day following the beginning of theday, as described in the
Regulations. The Clearing House member is permitigaovide notification
that is valid until further notice. In this casketClearing House member will
publish a notification when the delay has ended.

If a Clearing House member is presented with alceecmonths after the
date appearing on the check or any other periddhleadrawer has specified
on the check, the Clearing House member has thétogeturn it.

6. A Clearing House receivable that bears the dae 29" or 31 of the month

and there is no such date that month, the recewaitll be considered to bear
the date corresponding to the first business dalgeofollowing month.

b. Return of clearing receivables in special cases

1.

2.

If any sort of correction is made to a clearingereable by the originator of
the receivable, his full signature is required 8eghe correction.

In the case of a cancellation of the presentindlsastamp, the full signature
of the canceling member will appear beside the eléedt stamp; otherwise the
receivable is to be returned.

c. Second presentation of a check

1.

2.

A check that is returned for one of the reasonedis the appendix of
Section 305 can be presented a second time otinetoredit of the same
account as in the first presentation. The checkwhaa returned will be
presented in Session 2 with the magnetic receigahkg are presented
electronically.

A check that was returned due to one of the foll@aieasons cannot be
presented a second time at the Clearing Houseirgtnuction to cancel was
received” or “The check was cancelled”.

13
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d. Form for a cancelled check
A blank check that has been lost or stolen (andtineer of the account has
given notice of this to the Clearing House membaegd is filled out when
presented, will be returned for the reason “Chexklteen cancelled”.

14
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SECTION 207 — SETTLING OF DISPUTES BETWEEN CLEARING
HOUSE MEMBERS

a. Clarification before a panel of clarifiers
(a) If a dispute arises between the members oftbaring House with regard
to the clearing of a specific clearing receivaklech of the parties has the
right to bring the dispute for clarification to alarification panel to be
appointed by the Chairman of the Clearing House®oaeach case.
(b) If the Clearing House member has turned tgotreel for clarification of
an issue from among those governed by the ruléseoflearing House and
the respondent to his enquiry is a member of tleaiitig House, the
respondent must be present for clarification. Havekiis presence does not
detract from the respondent’s right to oppose taefication of the dispute
before the panel for one of the following reasons:
(1) The issue in dispute is being considered bycthets and the
respondent bank is a party in this proceeding.
(2) The clearing receivable that is the subjed¢hefdispute is being
considered in court and the discussion in frorthefpanel may infringe on
the rights of the respondent member.
(c) The panel will discuss the dispute subjechto@learing House Rules.

b. List of clarifiers
(a) The Chairman of the Board will compose a lfsaitdeast twenty clarifiers,
which will include legal professionals. The listivdppear in a bulletin.
(b) At the request of the Chairman of the Board,@earing House members
will from time to time suggest candidates for tis¢ of clarifiers. The number
of candidates they can suggest will be determineithd Chairman.
(c) Employees of the Clearing House members whe kapert knowledge of
clearing and who have been approved by the Chaiohtre Board are
eligible to be clarifiers, as is any other indivéadithat is approved by the
Board of the Clearing House.

c. Coordinator and Acting Coordinator
(a) For the purposes of this sections, the Chairofidine Board will appoint a
Coordinator and an Acting Coordinator and he walvé the power to delegate
them all or part of his authority. The delegatidraonthority will be made
known in a bulletin to be signed by the ChairmathefBoard.
(b) The Chairman of the Board, the Coordinator tedActing Coordinator
can be included in the list of clarifiers.

d. Agreed-upon composition of a panel
The sides in a dispute can agree among themsetlvéseocomposition of a panel
including the number of its members. If agreemeag heen reached, the sides will
notify the Coordinator of the agreed-upon name{she clarifier(s).
(a) One of the panel members will be a legal profesdiomless agreed
upon otherwise by the parties in the dispute.
(b) Unless agreed upon by the parties in the dispatengployee of either
side of the dispute will not be included in a padecussing the
dispute.

15



Bank of Israel == Updated July 2010
Bank Clearing House %
Clearing House Rules “Israee

(c) If requested by one of the parties in the dispilte clarification panel
will not include an employee of a bank that is p#Erthe concern to
which the other party belongs.

(d) The individual who appoints a panel will selectdbairman. If he does
not do so, then the members of the panel will appane.

e. Changes to the panel

The Chairman of the Board has the authority toasgpl member of the panel if in his
opinion this is necessary for the clarificationtloé dispute to continue effectively and
he also has the authority to transfer the disputedifferent panel.

f. Bringing a dispute to clarification — request am response

a) The process of bringing a dispute to clarificatieil begin with a request
from one side (hereafter: the requesting partyh&éoCoordinator to appoint a
panel of clarifiers or with the notification of agreed-upon panel, as stated in
Clause d above.

b) Together with the request, the requesting party wubmit the material
required for the clarification of the dispute (mding his position and its
arguments) in writing to the Coordinator and thbkeotparty (hereafter: the
respondent).

c) The respondent will submit his argued responseriting to the Coordinator
and the requesting party within three days of reogithe request.

d) If the dispute has been transferred to clarificafmlowing notification to the
Coordinator of an agreed-upon panel, the request rasponse will be
submitted to the Coordinator and the parties onmehbeipt of the notification.

e) The request and the response will be submittechéoQoordinator in four
copies (of which three are intended for the clars).

f) The Coordinator will transfer the request and #&ponse to the members of
the panel in a “Dispute File” and will assign itile number.

g. Convening the panel and inviting the parties

The Coordinator will determine the time and plaoe the panel to meet and will
provide early notice of the meeting to the partieghe case of an agreed-upon panel,
the Chairman of the panel has the authority totlsettime and place of the panel’s
meeting and to invite the parties.

h. Additional meeting of the panel

The panel will endeavor to decide the matter withine meeting. In special cases,
when a decision cannot be reached, the chairmaheopanel will — prior to the
conclusion of the first meeting — decide on anyeddte for an additional meeting to
complete the clarification.

i. Clarification in the presence of only one side

In the case that a response is not received, asfisgdein Clause f(c) above, or the
party is not present before the panel on the da¢eised, the panel will have the
authority to decide the dispute on that date oamwther date that it will determine.
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|- The Dispute File

a) All the material brought before the panel will bentained in a Dispute File,
which will also contain the protocol of the panedeting.

b) The Chairman of the panel will see to it that ateeol is recorded which
includes the main points of the dispute, a sumno&the arguments of each
side, the conclusions of the panel and its decisidme Coordinator will
present a copy of the protocol to each side onegtqu

c) Neither the request nor the response in the prbtomothe Dispute File will
include information that violates banking confidahty.

k. Acceptance of the panel’s decision

The members of the Clearing House will accept #ha@sion of any panel to which a
dispute between them is brought for clarificatiblonetheless, it is hereby clarified
that the procedure in this section should not lmved as agreement to engage in
legal clarification.

|. Additional clarification by a special panel

The decision of a panel is final.

In special cases, which will be considered as eimep the Chairman of the Board
will have the authority to bring a dispute for aduhal clarification before a special
panel that he will convene.

m. The procedures for discussion in the panel anaf initiating clarification

The Chairman of the Board has the authority tordatee the panels’ procedures for
discussion and additional procedures for bringinglispute before a panel for
discussion.

n. Proposals for changes in the rules
On the basis of its experience in arbitrating thsputes, each panel can propose
changes in the Clearing House rules to the Chaiwhéme Board.

0. Publication of the highlights of the clarificaton
The Chairman of the Board has the authority to ishlihe panel decisions.

p. The authorized court
An lIsraeli court is that authorized to discuss mkwibetween the members of the
Clearing House regarding a matter regulated bylkaring House rules.

g. Application of foreign law
In cases of clarification between members of thea@hg House in any forum
whatsoever and with regard to a matter governethbyClearing House rules, the
members will not claim — and it will not be claimed their behalf — that foreign law
is applicable to the dispute.
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SECTION 208 — PAYMENT FOR LATENESS/DELAY

a. Payment for lateness/delays at clearing sessions
1. The Supervisor has the authority to impose payme Clearing House members
as follows:
(a) For a delay in the clearing process for angaeahat is related to the
activity of the Clearing House member during thessm:
1. Late by 10 minutes or more after the set tinhdS-500.
2. Late by one hour or more after the set time S NDOO.
(b) For lateness in presenting receivables/tranismisettiement of accounts
files after the time set for one of the sessions:
1. Late by 10 minutes or more — NIS 250.
2. Late by one hour or more — NIS 500.
Lateness of up to one hour will not be considerseduh if it was reported
and approved by the Supervisor ahead of time.
2. The instructions of this clause are not to erpreted as permission to be late or
not to appear at the Clearing House in exchangpdgment due to lateness
(hereafter: the payment).

b. The decision of the Supervisor

In a case in which the Supervisor has decided pmg®a a payment on a member, he
will prepare an appropriate debit notification &bd the relevant member and it will
specify the circumstances and reasons for impdem@ayment. The Supervisor will
notify the executive of the relevant bank of thgpowsed payment.

A member has the right to appeal the payment inghbosehim. The appeal will be
submitted to the Chairman of the Board and hissileciwill be final in the matter.

c. Donation of the payment

The aforementioned payments will from time to tibgedonated to a cause to be
decided on by the Board of the Clearing House.
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SECTION 209 — STATISTICS

Each member of the Clearing House will on th& 80 each month report on all the
manual receivables that he has received by mearizowh 416. The report will
include the number and total amount of manual vetdes (debits and credits
separately) received via the Clearing House ondhte. If the 28 of the month falls

on a non-business day, Shabbat eve or a holidaythea the statistical data on
manual receivables will be submitted for the fasbsequent business day. The report
will be submitted to the Supervisor not later thia@ end of seven business days after
the end of the reported month.
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SECTION 210 — CHANGES IN THE CLEARING HOUSE RULES

a. Proposals and decisions regarding changes to thdes

1.

The Clearing House Board will from time to timedaliss proposed changes in
the Clearing House Rules and will decide to accepgject the proposals or
any other decision. If the Clearing House Boardsdoat specify a date, then
the change will go into effect at the end of 30 sldpm the date of the
decision. Notwithstanding the aforementioned, igemt circumstances, the
Clearing House Board has the authority to decid¢ éhchange will go into
effect immediately or sooner than the aforementicfete.

When a member of the Clearing House receives oatifin of the
aforementioned proposed change, he has the righdubmmit comments,
criticisms or reservations in a written notice thatl be submitted to the
Chairman of the Clearing House Board within 14 dafyiés receipt.

If the Chairman of the Clearing House Board doet reoeive comments,
criticisms or reservations from any of the Clearihguse members within 14
days of receiving the notice, the proposed chanifieake effect as a decision
of the Clearing House Board.

If comments, criticisms or reservations are suleditby a member of the
Clearing House within the abovementioned 14 ddyesy twill be discussed by
the Clearing House Board and it will decide if fm®posed change will be
accepted as a decision of the Clearing House Barandll be modified or that
any other appropriate decision will be acceptdda@iording to the discretion
of the Board.

The decisions of the Clearing House Board regardivanges in the Clearing
House rules must be passed by a majority of at freas Board members.

b. Announcement of changes

1.

The Chairman of the Clearing House Board or thee®ag/ will publicize the
text of the change as decided upon by the Boasattisy from the date the
decision goes into effect, as described in Clalisabove, the change will be
considered as an integral part of the Clearing Haoukes and will obligate all
its members.

The text of the aforementioned change will be mitdd in a bulletin or by
email, as decided by the Chairman of the Clearingdd Board.
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SECTION 211 - ELECTRONIC CLEARING OF MAGNETIC RECEI VABLES

a. Participation in electronic clearing

Clearing of magnetic receivables will be carriedt amly electronically. Every
member of the Clearing House has the right to @pete in this clearing process
himself (a direct participant) or he can be repnése by a different member of the
Clearing House (a represented participant) — hinead participant. In this section,
the term “participant” (as opposed to “direct papant” or “represented participant”)
will indicate both a direct participant and a regaeted participant.

1. Any member of the Clearing House that is not aigigeint has the right to
submit a written request to the Chairman of theafhg House Board to
participate in this clearing process. With the appf of the request, the
Chairman of the Clearing House Board will decidetmndate for the start of
participation, once he has consulted with the otlaeticipants.

2. Every Clearing House member has the right to submititten request to the
Chairman of the Clearing House Board to be repteddn electronic
clearing, together with the notification by theedit participate that he has
agreed to represent him (hereafter: the represemiadrticipant). On the
approval of the request, the Chairman of the Obgalouse Board will decide
on the date that representation will begin, onchdseconsulted with the other
direct participants. Appendix 302 contains a ligbarticipants and the
representatives of the represented participants.

3. Representation will be terminated with the apprafahe Chairman of the
Clearing House Board and from the date specifigtierapproval (which will
be no later than 30 days from the date of the afgbyo

4. When a participant is represented by another fjgatit, each operation
mentioned in this section will be carried out bg tiepresentative participant.

b. Presentation of receivables

1. A direct participant will present another directrtpapant with unsorted
magnetic receivables (that are intended for himgarticipants represented by
him) in Session 2 (as described in Section 204).
Direct participants have the right to exchange meéigrreceivables between
themselves, including by electronic clearing, ptoSession 2 and the total of
the receivables will be included in an electronie in the format of Clearing
House Form 412: Presentation of Magnetic Debitke(Teport will include
totals of receivables that were presented in tleasien.) The date of the
session will be considered to be the date of thegntation of the receivables.

c. Transmission of files

1. A direct participant will transmit a file to the hwr direct participants
containing data on the receivables that will bespnéed by him to each direct
or represented participant (hereafter: the file)well as a file of data on the
receivables that were returned by him to each toecepresented participant
(hereatfter: the file of returns).

2. The structure of the records in the file is desaibn Standard 502 with
regards to presentation and in Standard 503 witjarce to returns. The
Chairman of the Clearing House Board has the aiyhéo change the
aforementioned standard in coordination with theigipants.

21



Bank of Israel Qe Updated July 2010
Bank Clearing House
Clearing House Rules SRARS

oMV

>

3. The transmission will be carried out before theetiset by the Clearing House
Board.

d. Batches of magnetic receivables

1. The batches of magnetic receivables, both for ptaten and for return, will
be presented in Session 2.

2. The direct participant will submit a summary congsuteport to the recipient
of the debits which will contain the quantity aradal of debits presented for
electronic clearing. In addition, the direct papants will submit a summary
computer report which contains the quantity andltof debits returned in
electronic clearing.

e. Lack of correspondence

If the drawee participant identifies a receivedcetEnic debit without its magnetic
receivable form or a magnetic receivable withostdtectronic debit, he will notify
the participant presenting the receivable or thH@tdd such by the next business day,
including a full description of what is missing what is surplus and will take action
as follows:

1. The participant has received an electronic debithout the magnetic
receivable form: the drawee participant has thétrigp demand that the
presenting participant present the missing recégvabthat he present a letter
of indemnity for the missing receivable accordiagAppendix 306.

2. The participant has received a notice stating kieahas delivered a surplus
magnetic receivable to another participant: he npuesent a debit for it or
request its return. If the receiving participans Heeen asked to return the
receivable and has not found it, he must preselgitar of indemnity, as
described in Clause 1 above.

3. The receiving participant finds a surplus receieabht is not intended for him
and is not included in the magnetic summation: Hergturn the receivable to
the presenting participant at the next clearingises

4. The participant found a superfluous electronic défwo or more identical
debits): he will return the surplus electronic debithe presenting participant
in a separate “errors” file up to two hours aftez presentation on that day (as
described in Section 202 Clause a. “Dates and Tjmes

5. The magnetic receivables in the returned file wéinain with the drawee
participant until the receipt of a corrected fiterh the presenting participant.

f. Returns

1. If a Clearing House member does not wish to honanagnetic receivable
presented to him, he has the right to return itpeding to the circumstances,
in accordance with the instructions in Section 206.

2. A magnetic receivable will be returned according the details of the
collecting Clearing House member as reported infilbe The return of an
electronic debit for the returned magnetic recdwalwill be done
electronically in the returns file.

3. The Clearing House member presenting the returmrofelectronic debit
without its magnetic receivable will attach a netiaf such to the batch of
returned magnetic receivables.
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4.

A magnetic receivable will not be returned due he teason — “Lacks the
stamp of the collecting bank”. This clause is miended to exempt a bank
from placing a stamp of endorsement in the appatgispot according to the
laws regarding notes.

The participants have the right to exchange amdmnselves magnetic
receivables that are included in the electroniaroig of returns prior to

Session 2 and the totals of the receivables wilinctuded in the electronic

file in the format of Clearing House Form 413 adittisession. The date of the
session will be considered as the date of themattithe receivables.

g. The responsibility for debit information

1.

3.

A participant who receives a magnetic receivable diearing for another

participant will examine the integrity of the recable’s debit information

according to the control procedures used by thergthrticipant. To this end,
each participant will make known to the other masnts the procedures it
uses to examine the validity/legality of the datathe check’s strip of

magnetic coding. (Validity/legality of data in thi®ntext — as understood in
the sector.)

. (a) Responsibility of the presenting Clearing Hoosamber for check details

(apart from the amount) is defined as follows:

(1) If the check is successfully read by a check reademill be
responsible for the identity between the debit rimfation of the
electronic record created and the check’s strimafinetic code.

(2) If information from the check’s strip of magnetiode was input
manually, the validity tests will be carried outadding to the rules of
the drawee Clearing House member.

(b) The responsibility for the accuracy of the delmhount is as follows:

1. Up to NIS 5000 - the presenting Clearing House nemis
responsible for the accuracy of the debit amount.

2. Over NIS 5000 — the drawee Clearing House membeespgonsible
for the accuracy of the debit amount.

The Chairman of the Clearing House Board has th®oaty to update
the above amounts from time to time with the ages®nof the
participating Clearing House members.

A Clearing House member that is returning an ed@otr debit record to
another Clearing House member is responsible fduding in it the whole
structure of the debit record that was transfetoed in its presentation and is
also responsible for the reason code for the reattithe receivable, according
to the table of reasons for return in Appendix 305.

! Updated according to Bulletin 924/m issued on 25e2009.
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SECTION 212 — CLEARING OF PROMISSORY NOTES

1. Clearing note A promissory note which bearsexsigc redemption date|

and is presented for redemption through a Cledtiogse
member.

2. The collecting bank A Clearing House member Wwbldls a clearing note.

3. The receiving bank A Clearing House member towlthe collecting bank

sent the clearing note for collection.

4. Clearing days As defined in Section 201 Clause a

5. Redemption date The date of redemption appeanrtge clearing note;

however, if it is not a business day as definetthénNotes
Regulations (new version) the redemption date valthe
first subsequent business day.

b. Sending the note for collection

A clearing note will be sent for collection frometkollecting bank branch to the
receiving bank branch by registered mail or didedivery not earlier than 30 days
prior to redemption and not later than 10 cleadags before the redemption date.

c. The place of payment

1.

If the cleared note specifies a particular braricthe receiving bank as the
place of payment, in the format appearing below,dbllecting bank will
deliver the clearing note to that branch direclydescribed in Clause b.
above.

The location of payment will be signified thus:

| Place of payment, in the branch of Bank |

. On a clearing note that specifies the place of gatras described in Clause

c.1 above, the number of the account of the sightre receiving bank branch
will appear in the margin. It will be worded asléols:

\ Note: Signer’s account number |

Notwithstanding the aforementioned, the abseftke account number or an
inaccurate account number will not prevent the @ssing of the clearing note
according to the instructions of this branch.

Notes that specify a Postal Bank account as theepdé payment will be sent
for collection to the Postal Bank Center in Jeraisabnly.

d. Clearing after the date of redemption

A clearing note whose redemption date has passedealeared according to the
procedures in this section on the condition that@ths have not elapsed from the
specified redemption date until it is sent to theeiving bank branch.

e. Preparation of the notes to be sent
1. A standard collection form will be attached to eatdared note and will state

the name and identity number of the receiving bnanc
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2.

Clearing notes that are designated for the samechraf the receiving bank

will be organized into one package by the collertiank and a form listing

those notes and a confirmation of receipt form alattached to it.

f. Receipt of a package of notes

1.

w N

4.

The branch of the receiving bank will confirm regatedf the clearing notes to
the collecting bank on the day of the receipt byanseof a confirmation of
receipt form.
The receiving branch will sign the notes on receguihem.
If the branch of the receiving bank finds one adlppems listed below in the
clearing note form, he will return the note on they it is received to the
branch of the collecting bank (by registered maidwect delivery), with an
accompanying letter that describes the problem.
The problems are as follows:

- The signature of the note’s signer is missing.

- Place of payment is a different bank/branch.

- Text does not correspond to numerals.

- Expiry (six months from the date of redemption).

- Absence of an endorsement or a problem with it.

- Signature(s) are not present beside a correction.

- The name of the redeemer is missing.

- Not stamped according to law.

g. Date of clearing

1.

The clearing of a clearing note whose dateedemption has not yet arrived
will be carried out on the date of redemption whiile clearing of a clearing
note whose date of redemption has passed (as lesan Clause d. above)
will be carried out on the tenth clearing day faling the date it was sent,
according to the instructions of Clause e. below.

For a note whose date of redemption has passedottexting branch will
record the date on which it will present the deaimtice in the following
format:

| The debit notification will be presented on: \

h. Presentation of debit notices

1.

2.

On the redemption date of a clearing note the citlg bank will present a

notice of debit to the receiving bank (as a cleareceivable in Session 1) for
the clearing note (hereafter: the debit notice).

A debit notice that relates to a clearing note wehdate of redemption has
passed (subject to what is stated in Clause d.egheN be presented by the
collecting bank to the receiving bank as descriiiedClause f.1 above.

However, this is to be done not at the time of ngoliion but rather on the

tenth clearing day following the date the cleanmuge was sent to the branch
of the receiving bank (not including the day on ethit was sent).
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I. Return of notes
1. A receiving bank that is not prepared to clearemighg note due to one of the
reasons listed below, will return it to the collagt bank via the Clearing
House in Session 1. Following are the reasonsetorms:

- Please contact signer

- The signature of the note creator is not in order.

- Our signature sample is in Hebrew/Latin letters.

- The amount of the debit does not correspond tatheunt appearing
on the summation printout.

2. The receiving bank, which is returning a clearirgen as described in Clause
i.1 above, will specify the reason for the retumtle debit notice of that note.
He will stamp the notice with the Clearing Housangp and return it together
with the clearing note.

J. Return of debit notices

1. If a debit has been presented to the receibank (as described in Clause h.
above) in one of the cases described below, thaviag bank will return it to
the collecting bank via the Clearing House (as lesd in Clause i.1 above),
together with a return form and without the releévaeaaring note.

Following are the cases:
- The clearing note is not in the possession of taadh of the receiving
bank.
- The debit notice was presented too early.
- The debit notice is designated for a different Bardnch.

2. If a clearing note was sent less than 10 cleariags doefore the date of
redemption (as described in Clause b. above),diecting bank will have the
right to present the debit notice on the tenthradgaeday following the day on
which the clearing note was sent (not includingdhg on which it was sent).
If the collecting bank has presented the debitceoprior to the end of the
aforementioned 10 clearing days, the receiving bank handle it as
described in Clause j.1 above and will keep tharalg note in its possession
for purposes of collection.

The collecting bank will present the debit noticeeond time on the tenth
clearing day following the day on which the clegrinote was sent, as
described above.

k. A note for which a debit notice was not presente

If a branch has received a note for collection diddnot receive a debit notice by the
end of 7 days from the date of redemption appeasimghe note, it will notify the
collecting bank of such, whether the signer hasegeted the note or not.
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SECTION 213 — CLEARING OF DEBITS AND CREDITS

a. Standing order
1. A Clearing House member has the right to presamdstg orders that are

designated for the customers of another Clearingselanember only via the
ACH, as described in Section 217.

2. In this context, a “standing order” is a debitistiéd by a third party (the
credited party) as part of a fixed arrangement withbank, according to
which the debited party provides the bank with paothorization to debit his
account from time to time according to the notifica of the credited party.

b. Clearing a list of credits
1. The Clearing House member has the right tamedicredit which he is not

prepared to accept for the reasons listed in Appe3@b b. “Reasons for

Returning Credits”.
2. The credit will be returned in Session 1 nerdalhan one business day

following the date of the credit.
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SECTION 214 — ENDORSEMENT OF CHECKS

a. One endorsement

1.

If a check has only one endorsement, the colledtark is responsible to the
drawee bank (which is making the payment) thactrexk is deposited in an
account at the collecting bank that bears the nameh is expected to be that
of the redeemer.

Notwithstanding what is stated in Section 206 abovéhe case that a check
with only one endorsement is deposited at the cioig bank and not into the
account that bears the name which is expected toab@f the redeemer, the
drawee bank will have the right to return it witltié days of the day on which
the check was presented to him at the Clearing élous

b. Lack of endorsement

1.

A check that is missing the endorsement of theeexe will be redeemable
by the drawee if it bears a stamp containing thraenaf the presenter
underneath the words “Account of the redeemer kas bredited” and this
applies to the endorser in the last special endweae The presenter will be
responsible for the crediting of the account ofrédeemer or the endorser.

If the check bears wording, either on the fronbithe back, that it has been
received, the approval of the presenter for thditing of the redeemer’s
account will not be sufficient and the signatureha redeemer himself will be
required underneath the wording that it has beesived unless the redeemer
of the check is the bank that presented it.

c. “Credit account in bank X”

In the case that a check bears an endorsemersiparcal cross with the addition of
the words “Credit account at bank X”, then the ggavhthat bank will be sufficient
and there is no need for the confirmation that & dredited the account.

d. Endorsement or special cross to a particular ban

If a check bears an endorsement or special craghedfront or the back, to some
particular bank, no other bank has the right téecoiit, unless as a collection agent of
the bank to which the check has been endorsedssed.

e. Endorsement of an individual who cannot write

An individual who is unable to write and who pretses check for redemption will
endorse it with his fingerprint on the back of teeck. The bank collecting such a
check will add the name of the endorser and withwbthe signature of a witness to
the fingerprint. A bank clerk can serve as a wisnes
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SECTION 215 — MAGNETIC COLLECTION CREDITS

a. Introduction
Certain payments can be made at various banks osggetic collection coupons to
credit beneficiaries who come to an arrangemertt thi¢ banks in this matter.

b. Standard for collection coupons

Credit notices that serve as collection couponp&yment in the banks will fulfill
Standard 508 appearing in Section 500.

The Standard relates to a credit notice that id asea collection coupon for payment
at a bank. It does not relate to documents accoynpgithe credit notice which serve
as a notice to the payer, as a receipt, etc.

c. Report to beneficiaries
1. The beneficiaries will receive the credit noticesi the collecting banks
together with the magnetic file.
2. Incorrect credit notices that are rejected by theck reader (rejects) will be
delivered separately to the beneficiaries togeth#r a file summarizing the
amounts of the payments.
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SECTION 216 — SPECIAL AUTHORITY DURING AN EMERGENCY

If in the opinion of the Chairman of the Clearingui$e Board an emergency situation
has been created that does not facilitate the tiperaf the Clearing House according
to existing rules and procedures, he has the atyhorissue a temporary directive

regarding the dates and locations of clearing. Chairman of the Clearing House

Board will operate according to the circumstanedsl|e consulting with the banks to

whatever extent possible.
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SECTION 217 — CLEARING VIA THE ACH

a. Presentation of receivables through the ACH

The presentation of receivables through the ACHliireg agreement between the
presenting Clearing House member and the ACH aouptd the prevailing
conditions at the ACH.

b. Presentation for the purpose of receiving receables

1. For the purpose of clearing receivables throughfiGel, a Clearing House
member has the right to be represented by anotbetar (a representative).
The represented member will submit a request t&€tharing House Board
together with the agreement of the representafimee the request is
approved, the Chairman of the Clearing House Bualtdhotify the Clearing
House members of such not later than 30 days fhenstart of the
representation.

2. Representation will not be terminated except whthapproval of the
Chairman of the Clearing House Board starting ftbendate to be determined
as part of the approval.

Notification of such will be sent to the Clearingltte members not later than
30 days from the date of termination.

3. Appendix 302 contains a list of the representadive represented members in

clearing via the ACH.

c. Clearing of receivables via the ACH and the seihg of accounts
1. Cleared debits or credits (hereafter: receivablesjhe ACH will be
transmitted magnetically or electronically, as agrepon between the
member and the ACH.
2. The ACH has the right to transmit the followingea@bles to a Clearing
House member in one or more files:

a. Receivables for the crediting and debiting of costcs for which the
clearing day is the value date. The settlemerfterRTGS system will
be done on the clearing day (clearing of orgaronasij.

b. Receivables for the crediting or debiting of custesrfor which the
following clearing day is the value date. Settletriarthe RTGS
system is carried out on the following clearing dearly clearing of
credits).

c. Receivables for the crediting or debiting of custosfor which the
clearing day is the value date. Settlement in th&R system will be
carried out on the following clearing day (bankaciag).

d. Receivables for the crediting and debiting of costcs as a result of
the clearing of returned debits and credits. Tieedgres will be made
with the value date of the original credit or dehitries. Settlement in
the RTGS system will take place on the followingaring day.

3. After the data has been processed by the ACH,aheotal will be cleared in
the member’s account in the RTGS system at the Béidcael, in accordance
with the rules of the RTGS system.
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d. Return of receivables cleared through the ACH
1. A member of the Clearing House has the right torrea standing order debit
which he is not prepared to honor for one of tlesoas for return in the ACH
that are listed in Appendix 305 Clause b. of theatihg House Rules.
The debit will be returned not later than 5 bankiginess days after the date
of the debit. The return of the debit will be cadiout by means of a file as
described in Standard 505 “Return of debits fromkisato the ACH”.

A Clearing House member has the right to returmeglit that he is not prepared to
accept for one of the reasons listed in Appendis 8lause c. The credit will be
returned directly to the presenting bank not ldtean 2 banking business days
following the date of the credit as a non-magnetedit receivable with Form 402.

e. Failure of clearing

1. If one of the members does not have a sufficielsrtza in his account in the
RTGS system to cover his obligations in the ClegpHiouse, the failure
arrangement will be activated subject to the comalt listed in Appendix 8(3)
of the RTGS rules.

2. If the failure arrangement is not activated oh# account balance of the
member in the RTGS system after activating theifaiarrangement is still
not sufficient for clearing, the Bank of Israel lthe authority not to
implement settlement in the RTGS system. ThusB#& of Israel has the
authority to mandate that the ACH return the realglies — all or part of them
— of the Clearing House member who failed, whilecsjying the reason for
the return.
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SECTION 218 — CLEARING OF CHECKS IN FOREIGN CURRENCY

a. Definitions

In this section — As defined in the Banking Regulations

Banking business day (Customer Service) (date of credit and
debit for checks), 1992.

Foreign currency business day Banking busines®dayhich credits
and debits are made in the bank's
accounts in the foreign currency in which
the check is denominated.

Check A check whose amount is denominated in
foreign currency and is drawn on a local
bank branch (including the local branch
of a foreign bank) and presented by a
different local bank in Israel (including
the local branch of a foreign bank).

b. Application

1. The Clearing House rules will apply to the clearaighecks in foreign

wn

currency subject to what is stated in this sectiod as long as there is no
contradiction between what is stated in this sectiod the other sections.
The list of banks participating in the arrangenagears in Appendix 307.
Despite the above, the guidelines in this sectmnat apply to checks drawn
on bank branches in the Diamond Bourse (speciahDia Management
Accounts) and presented in those branches (detfailddpendix 308).

c. Preparation of checks for clearing

1.

2.

3.

The presenting bank will stamp the check witthearing stamp that bears the
date of the check's presentation to the Clearingsdo

The checks will be sorted into groups accordintype of currency. A
payment request for the total amount will be attalcto each group/currency.
The payment requests will be worded according tonF209.

d. Management of clearing and settling of accounts

1.

Presentation of the check: The presenting bankpnéiéent the checks to the
drawee bank using a daily courier route that inetuthe headquarters of each
bank. The courier route will handle all relevanttengl, including letters of
indemnity, etc.

. Receipt of checks at the headquarters of the draaameks: The headquarters

of the drawee bank will confirm the receipt of tieeeivables from the courier
with a "Received" stamp, as described in Appendi® I'he stamp will
constitute written documentation in determining Yagie date for the receipt
of checks at the headquarters of the drawee battleadate of the receipt of
the checks, as specified in the following:
(a) All the material related to checks that arrivethatheadquarters of the
drawee bank by 12:00 on that banking businessuzrgéfter: the date
of delivery) will receive a "Received" stamp of that day arelalue

' On Fridays and holiday eves until 11:00 and onhR¢ashana eve until 10:00.
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date for the receipt of the checks at the headersadf the drawee
bank will be the date appearing on the stamp.

(b) Material that arrives at the headquarters of tlaevde bank after the
delivery time will be stamped as "Received in tfteraoon" as
described in Appendix 310 and the value date ferdceipt of the
checks at the headquarters of the drawee bankevithe following
banking business day.

3. Settling of accounts and credit dates: The headepsaof the drawee bank will
credit the headquarters of the presenting banthfototal amount of the
checks approved for payment according to currendyaecording to the
payment request. The amount of the credit will €fumamount appearing on
the payment request, less the amount of the retwinecks.

The headquarters of the drawee bank will sendditanetice to the presenting
bank stating that the bank account of the presgiamk at the correspondent
bank has been credited by means of Swift.

The credit will be sent by Swift on the fourth faye currency business day
after the banking business day on which the cheeks received at the
headquarters of the drawee bank.

The value date of the credit at the presenting lzemkthe debit of the drawing
bank will be according to the type of currency @lofvs:

(a) US dollar — the date on which the credit was sgriwift.

(b) Other currencies — the foreign currency bankingfddgwing the date
on which the credit was sent by Swift.

e. Returns

1. If a bank is not willing to honor a check imdagn currency presented to it for
any of the reasons listed in Appendix 305 Clauskeshas the right to return
it while specifying the reason for the return (@nthere is more than one
reason, then specifying all the reasons).

2. A bank has the right to return a check in fgmeturrency up to 6 banking
business days from the day the check is receivdtedteadquarters of the
drawee bank and on the condition that it has ghaification of the return by
fax and telephone to the presenting bank up taeldo currency banking
business days from the day that the aforementiohedk was received.

3. Notification of delays (as described in Sec2®6 of the Clearing House
Rules) will be delivered to the clarification desks

f. Lack of correspondence in presentation
1. Missing check

(a) The drawee bank that receives a payment requdsbutithe check
will notify the presenting bank of the problem &t same day by
telephone and fax.

(b) The drawee bank will prepare the return form inaheunt of the
missing check. In addition, it will request (on floem) that the
presenting bank present a letter of indemnity liermissing check
according to the text of a standard letter of indiéyn as described in
Appendix 311.

If a signed letter of indemnity is presented byaathorized manager
for the aforementioned missing check, the lettandémnity will be
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considered as a clearing receivable in foreignenay and the count of
days for purposes of credit and return will begoni the day on which
the letter of indemnity is received at the headtpuarof the drawee
bank.

2. Surplus check

(a) The recipient of a surplus check that is not ineghfbr him and is not
included in the payment request will notify the g@eter of such by
telephone on the same day and will arrange withtherreturn of the
check. The check will be returned together withfthren appearing in
the appendix to the Clearing House Rules and tteeafats receipt
will be specified.

(b) The recipient of a surplus check that is intenaechfm and which is
not included in the payment request will notify ffresenter of the
problem by telephone and fax on that same day alhdeguest from
the presenting bank that it present a payment stdoethe surplus
check.

The counting of the days with regard to the craditind return of a
surplus check which is intended for its recipieiit lbegin from the
day on which the check is received at the headejsaof the drawee
bank (and not on the day that the payment reqaesteived).

3. Non-identical amounts
A drawee bank that receives a check whose amoumat islentical to the
amount of the payment request will send a copheicheck by fax to the
presenter and will notify him on that same day thattotal credit or return
will be carried out according to the amount of dnigiinal check.
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