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INTRODUCTORY REMARKS BY THE HEAD OF
THE CORPORATIONS AUTHORITY

The Corporations Authority, which was establishgdh® Government in April 2006, is
the Governmental Authority that handles the regigin and supervision of corporate
bodies in Israel. The Authority is in the midstaoprocess of reform and adaptation to the
legal, economic and technological reality of th& Z&ntury.

The Corporations Authority is structured in two mdiranches. The business branch
includes units consisting of the Registrar of Comes, the Registrar of Partnerships and
the Registrar of Pledges, and the Non-Profit Ommions branch including units
consisting of the Registrar of Amutot, the PublienBfit Companies, the Registrar of
Endowments .

The unification of the units detailed above sterosnfthe perception of the necessity for
reorganization, both conceptually and structuraliythe way in which the State deals
with corporate bodies, both those that are comraklydiased and that those that are non-
profit organizations. The significant processest tihe Authority is promoting and the
adjustment of the Government systems dealing viighregistration and supervision of
corporations to the current legal, economic antrtelogical realities that are compatible
with the present day corporate world, will bringoab a leap forward for the units
comprising the Corporations Authority, both in terwf regulations of the activities of
the corporations in Israel and in an improvemerthaservice to the public dealing with
the Authority in its various and diverse charact#ss.

Wherever in this manual reference is made to “Thgi®rar of Amutot” — the intention
is to refer to the authority vested in the Headtled Corporations Authority as the
Registrar of Amutot and the actions taken through non-profit organizations branch
and its departments.

In 1998 the Government of Israel decided that Amutishing to receive support from
the State must produce a certificate of proper mament from the Registrar of Amutot.
Subsequently, in the context of other Governmentstns, the Government broadened
the requirements for the existence of certificata®) to proper management, also to
Amutot from whom the State was purchasing services.

The imposition of the aforementioned obligation, pmactical terms, turned the
certification of proper management into a precaadifor Amutot who wished to enjoy
the benefit of State support or to provide servioghe State.

The main idea behind the above Government decissotimt along with encouragement
of the welcome activities engaged in by many Amubare is an automatic need for
action to be taken so that public funds that aredferred from the State either directly or
indirectly will reach those Amutot that are actipgpperly and in accordance with the
Amutot (Nonprofit Societies) Law.



The Employees of the Corporations Authority seertiwrk as a public endeavor in
order to ensure that activities of the Amutot ire&s are carried out in accordance with
the Law. The function of employees of the RegrstfaAmutot Unit in the Authority is,
inter alia, to ensure that the public funds given to Amugither via State allowances or
by donations from the public, reach Amutot that acéng correctly in accordance with
proper management procedures and will be usedtagie the aims and goals for which
they were provided.

The emphasis that has been placed in recent yaaiseqroper management of Amutot

and the imposition of sanctions against Amutot thete not been so administered, has
led to a situation in which the majority of Amutiot Israel submit to the Registrar of

Amutot such documents as are necessary, and arg dddministered in accordance with

the Law.

We in the Corporations Authority carry out pro-getiand other examinations of the
Amutot and wherever it appears that Amutot are axiing in accordance with the

Amutot Law and the directives issued by the Registve deny them the right to obtain a
certificate of proper management. It should be feairout that where necessary various
sanctions are imposed on Amutot that are actingwinlly as well as upon those

responsible for the irregularities, such as theaspn of an administrative fine and

where necessary even the institution of liquidatpmoceedings against the Amutot.

Approximately four years ago the Corporations Auitlygoublished a procedures manual
setting out in detail the rules for the proper ngment of non-profit organizations. As

of now, we are honored to be launching a full apdaidate compilation containing the

directives and the legislative changes that haweiroed since the issue of the previous
manual. This up to date compilation of the rulegarding proper management will also
be presented to the public through the internetsitelof the Registrar of Amutot Unit at

the Corporations Authority. It is our intention tgdate this manual regularly on an
ongoing basis as far as there are any changegns tef the Law, regulations or the

procedures and to publish it regularly on the merwebsite of the Corporations

Authority.

The manual contains the main topics in relatiomm@nagement of Amutot as well as
answers to the most prevalent questions on theesulgpf proper management.
Obviously, it reflects the legal position at thedi of writing and it will be updated again
as necessary, as previously mentioned, in the dutudowever, the manual does not
constitute nor is it capable of constituting anewmdative for individual, specialized,
ongoing and up to date legal advice.

The Corporations Authority attaches major imporéanc the updating of the public
regularly as to the rules of proper managementasnb the existence of a rules manual
available to the public and which is regularly ujedia



| hope that this manual will be of great assistatoccéhose Amutot wishing to obtain
certification of proper management or in improvthgir administration and functioning,
and to those to whom the proper management of nwiit-@rganizations in Israel is
important.

The Corporations Authority, the Registrar of Amutdnit and its dedicated staff will
continue to assist the public requiring the Auttydsi Services, faithfully, professionally
and diligently.

Sincerely yours,
Alon Bachar, Advocate

Head of the Corporations Authority
Registrar of Amutot



PREFACE

As a result of the findings of the State Comptmile Annual Report No. 48 on the

subject of support from the State Budget and Siateefiting Estates, and further to the
deliberations of the Ministerial Committee for ®taComptrol, the Government, in

Decision 4418 (BK/128) resolved, on October 15,8 98at commencing from the 1999
Budget Year, bodies applying for support from a &ament Ministry would be required

to present a Certificate issued by the Registrambitot. It was further stipulated in the
above decision that the Registrar of Amutot wouk@reine, in accordance with the
procedures and criteria that were to be formuldétedtiim, whether the Amuta meets all
the requirements of the Law, and whether the assetancome of the Amuta are being
utilized solely for the goals of the Amuta.

The certificate which is issued by the RegistrafAtoutot after an examination has found
that they meet the requirements is called a “Geate of Proper Management”.

In a Government Decision dated July 18, 2001 tHeyation to present a Certificate of
Proper management was widened to encompass Amhub#&bt provide services to
Government Ministries.

Other bodies exist that make the transfer of fundsmutot conditional on the furnishing
of a Certificate of Proper management. Thus fangxle, the Finance Committee of the
Knesset requires a Certificate of Proper Managerinent Amutot seeking special status
under Section 46 of the Income Tax Ordinance (uadech a donor to such an Amuta is
entitled to a tax deduction in respect of his dmmgf and also Local Authorities, the
Sports Betting Council and Large Foundations. @mes occasions, private donors also
decide to limit their donations and to transferdsionly to Amutot that are in possession
of a Certificate of Proper Management.

As a result of the Government’'s decisions and @mmsuo the powers vested in the
Registrar of the Amutot under the Amutot Law, thegRtrar of Amutot Unit conducts
periodic examinations of the Amutot. The Unit isscertificates of Proper management
to Amutot that meet the requirements of the Lawalh matters pertaining to the
furnishing of such documents as they are requoddrhish each year in accordance with
the Law, and it revokes certificates when it becoraeident that shortcomings exist in
the management of the Amuta. In a case of shoitgsnapart from a refusal to issue a
certificate, or revocation of an existing certiticeaadditional steps are taken against the
Amutot, and include: appointment of an investigatmposition of an administrative
fine (which may also be imposed on members of thechtive Board), institution of
liquidation proceedings or a demand that the Ancotaply with a recovery scheme. It
should be pointed out that such periodic examinatidor the purpose of checking
compliance with the statutory requirements, arei@dout in relation to all the Amutot,
and not only those applying for a Certificate obpar Administration.



The sources for the obligations imposed on the Ainatre as follows:

1. The Amutot (Non-Profit Organizations) Law, 574980, and the regulations made
pursuant thereto.

2. Rules of Proper management — This obligatioa silemsjnter alia from the Amutot
Law, in Section 27 which states that “Executive Bomembers shall act in the
interest of the Amuta, within the framework of its objectives, in accordance with
its By-Laws and the decisions of the General Assemyb, as well as stemming
from rules formulated by the Registrar of Amutotrguant to the Government
decision in relation to the Certificate of PropeamMdgement, requirements of the
Budgeting Government Ministries and the decisidith® Courts, which has widened
the obligations imposed on certain types of Amwat] in general.

3. Other Laws and Regulations antker alia Laws that include special requirements in
relation to a particular activity, such as on thbjscts of adoption, burial societies,
curing of drug addiction, sport etc.

This manual will deal with the requirements imposedAmutot under the Amutot Law
and the rules of proper management, and with a pumibother matters connected with
the activity of Amutot and with the contact thaeyhhave with the Registrar of Amutot
Unit.

It should be noted that Public Benefit CompaniéB@dJPare under the supervision of the
non-profit organization branch in the Corporatighsthority. The status of a Public
Benefit Company, and the Laws applicable to it,emgoverned in Amendment No. 6 to
the Companies Law, dated June 21, 2007. It isilples®, and it is recommended, that
the provisions of the Amendment to the Law showdstudied on the internet website of
the Unit. A Public Benefit Company is a body thaistinter alia operate in accordance
with its by-laws for the benefit of a public purgosonsisting of one of the public
purposes specified in the Schedule to the Compdm@esand in respect of whom it is
prohibited to distribute profits. In Amendment Nioto the Companies Law the reporting
obligations of Public Benefit Companies were coredato the reporting obligations
applicable to Amutot. There are distinctions tleist between a Public Benefit
Company and an Amuta, originating in the varioususory provisions that apply to
them.

Public Benefit Companies are also required to mriese Certificate of Proper
Management as a condition of receipt of variousgetidllocations.

In principle, the same policy and the same ruleproper management apply both to
Amutot and to Public Benefit Companies, exceptases in which the provisions of the
Companies Law expressly provide otherwise.

It is the intention of the Non-Profit Organizati@nanch to require of the Public Benefit
Companies that they gradually comply with such subé proper management as are
required currently of Amutot, and to carry out iepth audits that will verify compliance
with them.



INSTITUTIONS OF THE AMUTA

General

An Amuta is defined in Section 1 of the Amutot Law a corporate body established by
two or more persons for a lawful purpose that isaimmed at the distribution of profits to
its members and whose main objective is not theimgatf profits.

The three main characteristics of an Amuta are:

1. Prohibition of the distribution of profits.

2. Performing only activities that are within tharhework of the goals that have been
approved for the Amuta.

3. Membership of an Amuta is personal, and mayhw®transferred to another. By
contrast with bodies that are incorporated as compaa member of an Amuta has
no proprietary right in the Amuta.

Section 19 of the Amutot Law states that every Aamuatust have at least three
institutions:

1. A General Assembly.

2. An Executive Board.

3. An Audit Committee (or an Audit Body, that caa bBn Auditor or another body
approved by the Registrar of Amutot).

An Amuta may establish other institutions. In tiver of an Amuta wishing to establish
other institutions, it must make provision in itg-Baws governing the matter, approved
by the Registrar of Amutot.

In relation to Amutot that have a financial turnoe¢ more than NIS 1 million (the exact
amount is updated annually), an obligation existaddition to the above-mentioned, to
appoint an Auditor (CPA), in order to carry out @amdit of the Financial Statements of
the Amuta.

According to the Auditors Regulatiohsss a general rule, the Auditor carrying out the
audit of the Financial Statement is not allowedéothe Amuta’s Bookkeeper, provided
that where the financial turnover of the Amutapsta NIS 5 million, a person as well as
another partner of the Accountancy Firm, that ispaot of the auditing team that audited
the Financial Statement, may carry out the bookikgedn an Amuta whose financial
turnover for the year exceeds NIS 5 million, agnagal rule, the bookkeeping can not be
carried out by other persons from the same Accowayt&irm.

! Auditors Regulations (Conflict of Interests anétilrgement of Independence as a Result of Other
Employment) 5768-2008, published in Subsidiary kkgion 5768, page 608.



General Assembly

The General Assembly is a body that includes alinbvers of the Amuta. Members of
the Amuta are the persons who established the Armitaell as any person who has
applied to the Amuta for acceptance as a membierarid has been accepted by the duly
empowered body for such purpose under the By-LawkseoAmuta, with the exception
of those persons whose membership in the Amutacéased. Under Section 15 of the
Law, all persons over 17 years old and all corgolaidies are qualified to be members
of an Amuta irrespective of whether or not they aitezens of Israel. Cessation of
membership in the Amuta may be by reason of deatheomember, his resignation, or
by his ousting from the Amuta in accordance wita gnovisions of the By-Laws of the
Amuta. Convening of the General Assembly shall octu accordance with the
provisions of Section 20 of the Law and in accoogawith additional provisions, if any,
in the By-Laws. The convening of the General Asdgmlill occur at the times specified
in the By-Laws of the Amuta and if no provisionssédeen stipulated with regard to the
time of its convening, it shall be convened at tidas days in advance, in accordance
with the provisions of the Model By-Laws (regardipgovisions as to to a General
Assembly that deals with voluntary liquidation —eskelow in the chapter entitled
“Voluntary liquidation and Prohibition of Sale ohd Amuta”). In the summons
convening the meeting the subjects that will becgdiaon the Agenda of the General
Meeting shall be set out in detail.

Authority of the General Assembly

1. Deciding the number of members of the ExecuBaard, and election of the
Executive Boardof the Amuta in accordance with i8eck6(a) of the Law (unless a
provision has been prescribed in the By-Laws undéich members of the
Committee of the Amuta are to be appointed by aroplerson or body, or where it
has been prescribed in the By-Laws that a persddingpa defined office will be a
member of the Executive Board for as long as hgersing in such office. In any
event, determination of the number of members efERecutive Board is a matter
that is vested in the General Assembly, unlessr thember has been expressly
prescribed in the By-Laws, provided that in anyrevihere shall be at least two
members on the Executive Board).

2. Election of the Audit Committee or Audit Bodyrpuant to Section 31 of the Law.
3. Appointment of an Auditor under Section 31A bétLaw, in an Amuta that must
appoint an Auditor under Section 19(c) of the Laand the fixing of his

remuneration.

4. Approval of the Annual Financial Statements #rel Verbal Reports under Sections
36(a) and 37A of the Law.
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5. Adoption of resolutions as to a change in theLBws, objectives or name of the
Amuta.

6. Approval of remuneration for members of the Exime Board or members of the
Audit Committee in respect of their positions ircaance with the Regulations of
Amutot (Remuneration of Chairman of Executive Bodtdecutive Board Member
and Audit Committee Member), 5769-2009 (the Regutatcan be scrutinized on the
internet website of the Unit), and determination mbcedures in relation to
reimbursement of expenses in accordance with ideRssgulations.

7. Under Section 28 of the Amutot Law, the Gen&sdembly has power at any time to
remove the Executive Board or a Executive Board bemfrom office.

The General Assembly may prescribe in the By-Lavat certain powers specified in
relation to the Executive Board of the Amuta, sHa#l exercised by the General
Assembly or with its approval.

Section 17 of the Amutot Law provides that “memb@rsin an Amuta is personal,
cannot be transferred and cannot be inherited”e fHir and proper way of voting at
General Assemblies of Amutot is by a personal arettivote. However, voting through
a representative who is in possession of a powattofney is not invalid, but care must
be taken to ensure that it is a case of genuineseptation that does indeed reflect the
opinions of those being represented, and that xbecise of such a power of attorney is
not being misused by parties that have accumuliatéteir possession a considerable
number of powers of attorney, and who are able uohsmanner to substantively
influence decisions. As a general rule, the Registrrequirement in this regard is that
the power of attorney shall be specific for a patar meeting, and shall specify the
position taken by the person who bequeathed theepaivattorney in relation to the
subjects on the Agenda.

In a case of an equality of votes at a General iAble the vote shall be decided in
accordance with the provisions of the By-Laws.th# Model Form of By-Laws applies

to the Amuta, under Section 10 of the By-Laws,@airman of the Assembly shall have
a casting vote. If the Amuta has another form ofLBws the vote shall be decided in
accordance to the relevant provisions. When theeena provisions in relation to a
particular matter in the By-Laws of the Amuta, t@visions of the Model By-Laws

shall apply (see in the Chapter dealing with theLBws).

Executive Board

Section 25 of the Amutot Law provides that the Exiee Board shall manage the affairs
of the Amuta, and it shall have every power noéresd by this Law or in the By-Laws
to another of the institutions of the Amuta.

Under Section 19(a) of the Amutot Law, an Amuta magscribe in the By-Laws that it
may have additional institutions. It follows frorhig that the Amuta may appoint
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institutions that shall bear responsibility for iars subjects, provided that it may not
transfer to other institutions, the responsibitdy the general management of the Amuta.

The first Executive Board of the Amuta is comprisgfdthe founders of the Amuta.
Thereafter, the General Assembly is the body theit® the Executive Board, unless a
provision in the By-Laws states otherwise in reatio this matter. Section 26 of the
Amutot Law provides that there may be a provisiothie By-Laws whereby some or all
of the members of the Executive Board shall be ey by some other person or body,
and also that a person holding a position definetthé By-Laws shall serve as a member
of the Executive Board as long as he holds thahdéfposition.

In any event, the General Assembly has the poweenwve the Executive Board or a
member of the Executive Board from office.

At least two members must serve on the Executivardio

Under Section 33 of the Amutot Law, no person whavjgles services for remuneration
to the Amuta otherwise than as a result of histmrssias a member of the Executive
Board may serve as a member of the Executive Boarthe Amuta. “Provision of
Services” means, in addition to the prohibitiorachember of the Executive Board being
an employee of the Amuta, or providing it with arvéee as a contractor, also a
prohibition on any additional contractual relatibipsof the Executive Board Member of
the Amuta, as a result of which the Executive Bddeinber receives remuneration from
the Amuta (such as — leasing of property to the tanremittance of funds to a member
of the Executive Board, including indirectly thrdugnother body with whom the Amuta
is contracting). These rules also apply to an EtreeBoard Member, who is fulfilling a
function or is supplying services to a subsidiapynpany controlled by the Amuta. In
other words, it is prohibited to make any paymenatMember of the Executive Board
through a subsidiary controlled by the Amuta. Wighgard to services for remuneration
provided by a relative of an Executive Board Mem$ee the Chapter entitled “Family
Relationship and Conflict of Interests”.

Members of the Executive Board may receive attecelaremuneration for their
participation in meetings of the Executive Boardl aeimbursement of expenses as
Executive Board Members in accordance with regutetithat refer to this subject, but it
should be noted that restrictions exist in thisardg as is set out in detail in the
continuation of this manual in the Chapter erditi€he Use of Funds of the Amuta”.

Section 33 of the Amutot Law further provides thatperson shall serve as a member of
an Executive Board of an Amuta if he is not a mendfethe Amuta (unless he is a
representative of a corporate body which is a membée Amuta), or if he is a minor
(a person aged under 18) or if he is a persorhdmbeen declared legally incompetent or
bankrupt, or if he is a person who has been coadiof the offences specified in Section
33 or of other offenses that in the opinion of torney General is one of moral
turpitude It is not possible to contract out of these pransiin the By-Laws.
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Authority and Functions of the Executive Board

1.

2.

10.

11.

12.

13.

14.

To implement the decisions of the General As$gmb

To determine the policy of the Amuta, subjectthe Resolutions of the General
Assembly, to prepare work programs of the Amutagddtermine the principles for
financing the activities and the order of priostibetween the various activity
options.

To determine specific ways of action in ordery irhplement the objectives of the
Amuta.

To ensure that no distribution of profits shml made, either directly or indirectly, to
members of the Amuta.

To approve an Annual Budget, to monitor therimial situation of the Amuta, and to
determine the credit framework that the Amuta matgieinto.

To appoint and dismiss a General Manager.
To supervise the General Manager of the Amuta.

To determine the organizational structure ofAheuta and the salaries and payments
policy.

To convene both Ordinary and Extraordinary Megsi

To prepare the Financial Statements and VeRegports of the Amuta and to submit
them to the Audit Committee or the Audit Body, dmefore the General Assembly
for its approval.

To make a report to the General Assembly #setatate of the Amuta’s affairs.

To prescribe written procedures governing thiesgntial routine activities of the
Amuta.

To consider, decide, and act in relation tdhadl affairs of the Amuta, as it shall deem
appropriate.

To maintain a Register of Members of Membersthef General Assembly and
Executive Board Members.
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Responsibility of the Executive Board Members

The responsibility with which Executive Board Membeare charged is “to act in the
interests of the Amuta within the framework of agjectives, in accordance with its By-
laws and the decisions of the General Assemblytt{&e 27 of the Amutot Law).

In accordance with Court rulings, members of thedttive Board owe a duty of trust,
care and proficiency to act in the best interesfstiee Amuta including the
accomplishment of its objectives. They must takisoas that serve the interests of the
Amuta and not personal interests. Thus for examplegspect of matters pertaining to
the obtaining of services for the Amuta, it is ghited for a member of the Executive
Board to take into account considerations of frigndlations with the service provider,
and so forth.

Members of the Executive Board are responsibleefsuring that no distribution of
profits is made by the Amuta, and in the eventuahsa distribution being been made,
they will be deemed to have committed a breactheif dutyvis a visthe Amuta, unless
they are able to prove that they did not know alamd were not under an obligation to
know about it, or that they took all such stepsass reasonable with the aim of
preventing such a distribution of profits.

Members of the Executive Board must perform theictions with caution so as not to

harm the assets of the Amuta or its interests.example, they must keep themselves
updated as to the financial situation of the Ammtaorder to prevent the creation of

deficits that could endanger the economic stremgtthe Amuta. In extreme cases of
gross negligence in actions taken by an Executiear® Member, or a breach of

obligations of the Executive Board Member, for epémn in a case of a prohibited

distribution of profits as aforementioned, it isspible that the Executive Board Member
will be charged by the Court with personally begréiome or all of the damage sustained
by the Amuta.

An Executive Board Member must be proficient in texa concerning the affairs of the
Amuta and possess the requisite skills for the gaep of such a function.

Indemnification and Insurance

The Amutot Law does not prescribe provisions pemgtindemnification and insurance
of Executive Board Members, and consequently alpno@tical situation arisester alia

in view of the prohibition on the distribution ofgdits. Nevertheless, in view of the fact
that arrangements have been prescribed in Sec#b8264 of the Companies Law,
including the exceptions set out in Section 345 ifnTelation to this matter in respect of
Public Benefit Corporations, this does not precltfteinsurance and indemnification of
office holders in the Amuta (Executive Board Menshekudit Committee Members, the
Audit Body, the CEO and all those directly undes huthority), after approval by the
General Assembly, and subject to appropriate pimvsshaving been made in the By-
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Laws of the Amuta, all this being in accordancéwtite same arrangements that apply to
Public Benefit Corporations.

It is suggested that an Amuta wishing to make @iomws governing this subject should
contact its professional adviser for consultations.

The Executive Boards' Period of Tenure in Office

The Law does not prescribe the period of officahaf Executive Board of the Amuta.
One of the functions of the General Assembly is ébection of Executive Board
Members. Under Section 20 of the Law, the Genesdefbly must convene at least
once annually.

In order to ensure the proper management of an &nartd that the Members of the
Executive Board are acting in the best interestthefAmuta, as required by Section 27
of the Law, there can be no possibility of a siwatarising of election of an Executive
Board for an unlimited period. Accordingly, a prdoee has been formulated whereby
the Executive Boards' term of office will be lindtéo 4 years, apart from exceptional
cases in which the nature of the Amuta justifieeran in office for a more prolonged
period. In other words, elections to the ExecuBeard of the Amuta must take place at
least once every 4 years (unless the Model By-Lapydy, or a shorter period has been
prescribed in the By-Laws). Nevertheless, therothing to prevent the Amuta allowing
the election of the same members for additionahsefunless this has been restricted in
the By-Laws).

Authorized Signatories:

Under Section 18 of the Model By-Laws, the Exe@tBoard must authorize two or
more of its members to sign documents that bindAhmita, on behalf of the Amuta.
There is no obligation to include Section 18 of khedel By-Laws in the By-Laws of the
Amuta, but the Registrar of Amutot requires, foe furposes of proper supervision and
control over the expenditure of monies by the Amwad in accordance with the
interpretation of the Law and the rules of propemagement, that in every case there
shall be at least two authorized signatories ferAmuta whose joint signatures will bind
the Amuta in all matters pertaining to monetaryicaad, such as signature of checks,
signature of contracts, execution of orders, takoans, granting loans, acquisition of
securities, purchase of foreign currency, investneémonies etc. In relation to the way
in which the Amuta’s funds are utilized, includittge possibility of use of credit cards
and other financial matters, see further detailsvbe

It is not obligatory for the authorized signatoriesbe Executive Board Members, but
they cannot be members of the Audit Committee. &bthorized signatories will not
have a first degree family relationship betweemthén order to avoid situations of
irregular conflicts of interests.

The authorized signatories must in any event be lmeesnof the Amuta or persons
holding positions in it.
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It should be noted that most of the reports thatAimuta has to submit to the Registrar of
Amutot must be signed by two Executive Board Merabé&ior a listed breakdown of

such reports, see the Chapter entitled “SubmissioDocuments to the Registrar of

Amutot”.

Audit Committee or Audit Body

The General Assembly must elect an Audit Commitiean Audit Body. An Audit Body
can be an Auditor or such other body as shall h@omed for such purpose by the
Registrar of Amutot.

In a case in which the Amuta wishes to appoint adi#dr as an Audit Body instead of
an Audit Committee, it does not need the Regisrapproval. However the same
Auditor that audited the Financial Statements ef Amuta or who did the bookkeeping
must not be appointed, because of a conflict @frésts between these functions.

In the case of an Audit Body who is not a Certiffedblic Accountant — if the Amuta

wishes to appoint as an Audit Body a person whooisa Certified Public Accountant

instead of an Audit Committee, it must first fondaan application to the Registrar,
attaching a CV and relevant experience of such lffatyexample — of him being duly

qualified to be an internal auditor, an attorneyaa consultant etc., depending on the
auditing requirements of the Amuta), and after apal in principle by the Registrar, it

must obtain approval of a General Assembly in ofderthe appointment to become
effective.

It should be noted that in addition, an Amuta ikatot active from a financial standpoint
must appoint an Audit Committee because Sectioflhe Law provides that every
Amuta shall have an Audit Committee. It may alsdl®ecase that the Amuta is engaged
in a financial activity which, from its standpoinis not regarded as a financial
transaction, such as financing of rental by anresiesource. It may also be the case that
the very fact that no financial activity is beingreed on is a problem that should be
examined by the Audit Committee.

Under the Internal Audit Law, a number of bodiessexincluding single individual

Amutot that are obliged to appoint an Internal Aadi The function of an Internal
Auditor is not identical to the functions of the @&ittCommittee or the Audit Body. The
Internal Auditor is subject, pursuant to the Lawthe Executive Board while the Audit
Committee or the Audit Body are subject to the Gah&ssembly, and accordingly, the
Internal Auditor cannot fulfill the function of afiudit Committee or of an Audit Body.

Therefore, in cases in which the appointment ofilraarnal Auditor is necessary, his
appointment will be in addition to the Audit Comtag or the Audit Body, and not
instead of them. It should be pointed out thatuast majority of the Amutot are not
under an obligation with regard to the appointnadran Internal Auditor.
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At least two members must serve on the Audit Comamjtin accordance with the rules
of proper management. An Audit Body may consisbioé person, an Auditor or other
body as approved by the Registrar.

According to Section 33 of the Amutot Law, a persdmo is providing services for the
Amuta for remuneration, other than as a consequehhbes function as a member of the
Audit Committee, cannot serve as a member of anitAQdmmittee in an Amuta.
“Provision of services” means, apart from the pbdion on a member of the Audit
Committee being an employee of the Amuta, or isviging it with a service as a
Contractor, also, a prohibition on any further caatual relationship of a member of the
Audit Committee with the Amuta, as a result of whacmember of the Audit Committee
receives consideration from the Amuta (such asasimg a property to the Amuta,
remission of monies to a member of the Audit Corteritincluding indirectly, through
another body with whom the Amuta is contractinghese rules also apply to a member
of an Audit Committee who is fulfilling a functiaor is supplying services to a subsidiary
company controlled by the Amuta. In other wordss iprohibited to make any payment
to a member of an Audit Committee through a subsydtontrolled by the Amuta. With
regard to services for remuneration provided byelation of a member of an Audit
Committee, see the Chapter entitled “Family Retetiop and Conflict of Interests”.

Audit Committee Members may receive an attendaeeddr participation in meetings of
the Audit Committee and reimbursement of expensefudit Committee Members,
pursuant to the Regulations that have been matiesimatter’ provided that restrictions
exist in this regard, all as are set out in detallsequently in the Chapter entitled “Use of
the Funds and Assets of the Amuta”. These Regukititm not apply to an Audit Body
and therefore the remuneration of the Audit Body e fixed by the General Assembly
in accordance with what is usually accepted ingssibnal terms.

Section 33 provides further that no person shalleseas a member of the Audit
Committee in the Amuta who is not a member of tineufa (unless he is a representative
of a body corporate that is a member of the Amwr)yho is a minor (a person under
the age of 18) or a person who has been declagatlyéncompetent or bankrupt, as well
as a person who has been convicted of the offestetedled in the Section, or of another
offence which in the opinion of the Attorney Genasaone of moral turpitude.

Powers and Functions of the Audit Committee/Audit Bdy

1. In accordance with Section 30 of the Amutot Ldthe Audit Committee has a
substantive function in examining the financial @ednomic affairs of the Amuta, as
well as examining the propriety of the Amuta arsl itstitutions, and the Audit
Committee musinter alia:

2 The Amutot (Nonprofit Societies) Regulations (Reveration of Executive Board Chairman, Executive
Board Member and Audit Committee Member in an Afutar69-2009, published in Subsidiary
Legislation 5769-2009
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- Examine the propriety of actions of the Amuta asdnstitutions, including the
compatibility of the Amuta’s actions with its obja@s. Included in this, the
Audit Committee is required to examine the progrief actions taken by
officeholders in the Amuta and to examine the prapanagement of the Amuta,
with economy, efficiency, effectiveness, and itegrity.

- Examine attainment of the aims of the Amuta eféety and with economy.

- Monitor implementation of decisions of the Geneksdsembly and of the
Executive Board.

- Propose to the Executive Board ways of rectifyisgortcomings in the
management of the Amuta.

- Examine the financial affairs of the Amuta, it€agnt books and its payments of
salaries, including the assignment of the Amutaisdé for the promotion of its
objectives.

- Examine any other matter connected with the agtof the Amuta.

With the aim of implementing its functions:

(&) The Audit Committee will conduct a general exsation, once annually, as
detailed above, and will also monitor the implenagioh of recommendations
made previously. Paying due regard to the extetihe@fAmuta’s activity, the
Audit Committee will focus once annually on oneseweral of the topics, of
those mentioned above, and in the framework thengibfcarry out a more
than usual in-depth examination.

(b) The Audit Committee shall consider the verbapart and the financial
statement and shall submit its recommendationbddEixecutive Board, and
to the General Assembly. It should be mentioned #sapart of the annual
reports, the said recommendations must be subntitéde Registrar by the
Amuta.

The Audit Committee is required to prepare amiAReport at least once annually.
The Audit Report shall also include, apart from firedings of the Committee,

recommendations and a reference to the rectificaifcshortcomings revealed in the
past, depending on the circumstances. The obligatfosubmitting a report once
annually is implied from Section 30 of the Law, wlniprovides that the Audit

Committee shall lay its recommendations beforebkecutive Board and the General
Assembly.

Under Section 20(b) of the Law, the Audit Comestor the Audit Body may require
in writing that the Executive Board convene an Batdinary General Assembly, and
in the event of the Executive Board not proceedingccordance with such a request
within 21 days from the date on which it was subedit the Audit Committee may
convene the General Assembly, provided that thetingeshall be held within a
maximum of three months from the date of the subimisof such request.
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4. The Audit Committee or the Audit Body may as& Registrar of Amutot to appoint
an Investigator who shall investigate the mannewxhich the Amuta is managed, its
performance under the provisions of this Law ansl fihancial activities in
accordance with Section 40(a) of the Law.

With the aim of performing their functions, Membest the Audit Committee/Audit
Body may at any time scrutinize the account bodkbi® Amuta and the documents that
relate to the entries in them and make photocopfeshem, and obtain from any
Executive Board Member and from every Amuta empdoymy document in their
possession and all the information which, in tleginion, they need for the performance
of their functions (Section 35(b) of the Law).

Auditor

As of 2009, an Amuta whose financial turnover f@08 exceeded the sum of NIS
1,146,952 (the amount is updated annually), mysbiap an Auditor to audit its financial
statements, and to submit an Auditor's Report.

It is the General Meeting that must appoint the ifardand fix his remuneration.

The Auditor must participate in any General Assgmtilat considers the financial
statements that he has audited, in order to praaenotification or explanation that is
necessary and pertaining to such financial statésnen

In a case in which the Amuta has not appointed aditAr as required, the Registrar
may, at the request of one of the Members of theutdmappoint an Auditor for the
Amuta for that year and fix the remuneration tha¢ ¥Amuta is to pay him for his
services.

The Auditor of the Amuta, and Executive Board Mensband Members of the Audit
Committee, may also inspect such documents asem@ssary for them to scrutinize, in
their opinion, with a view to performing their furan, and to photocopy them.

It should be emphasized that it is not possiblagpoint the same Auditor who audited
the Amuta’s Financial Statements, as an Audit Biodyead of the Audit Committee, so
as not to create a conflict of interests betweernwo functions.

In accordance with the Auditor's Regulatichas a general rule, the Auditor who is
carrying out the audit of the Financial Statememdy not do the Amuta’s book-keeping,
provided that if the financial turnover of the Araus up to NIS 5 million, a person and
also another partner from the same accountancywinmis not part of the auditing team
that audited the Financial Statement, may do thekikeeping. In Amutot whose
financial turnover for the year exceeds NIS 5 mwilias a general rule, neither shall the
book-keeping be done by others in the same accocyfam.

® Auditors’ Regulations (Conflict of Interests amdringement of Independence as a result of other
Occupations), 5768-2008, published in Subsidianyidlation page 608.
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Right of Scrutiny of the Amuta’s Documents

Under Section 39 of the Law, the Register of Merabmrthe Amuta (in other words,
Members of the General Assembly) and Register aéchtive Board Members, the
Minutes of the General Assembly and the Financiatesnents and Verbal Reports
approved by the Amuta, shall be open at any redsename for inspection of all

Members of the Amuta.

The right of scrutiny of the Register of Memberscaimplies the right to make a copy of
the information in the usually accepted mannemhd &crutinizer so requires, such as
photocopying the material.

In addition to the foregoing, Members of the Audammittee and Members of the Audit
Body have a right to scrutinize any document inghssession of the Amuta or to receive
information from the Members of the Amuta or itspayees, if such information is
necessary, in their opinion, for the performancehefr functions.

The foregoing matters apply even more intenselyh wiggard to Executive Board
Membersin the context of their responsibility un@ection 27 of the Law, to act in the
best interests of the Amuta, within the framewofkite objectives, and in accordance
with the By-Laws and decisions of the General Adsgm

It should be noted that the public at large haglat to scrutinize all such documents as
the Amuta is obligated to submit to the Registrader the Law, at the offices of the
Registrar of Amutot subject to payment of a feg] #ris is in addition to the option of
viewing some of the information via the internéts regards documents that the Amuta
must submit to the Registrar of Amutot, see the pBdraentitled “Submission of
Documents to the Registrar of Amutot”.
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NAME, OBJECTIVES AND BY-LAWS OF THE AMUTA

Use of the name of the Amuta

As provided in Section 8A of the Amutot Law, an Alunust use its full name as it
appears in its' Certificate of Registration, withany omissions or additions. The name
of the Amuta must appear on every document, sigotieer publication issued on its

behalf in accordance with this requirement. It i®hibited for an Amuta to use

alternative names in the promotion of various mige

At the end of the name of the Amuta, the followatdgpreviation “(R.A.)” or the word
“Amuta” or “Registered Amuta” must be added.

An Amuta may include its name without indicating. AR’ in its logo, and may design
the logo as it wishes as long as it is not mislegudn any way and provided that the full
name of the Amuta, pursuant to the provisions aftiSe 8A of the Law, shall be stated
in every document of the Amuta, irrespective of tnkastated in the logo. In the case in
point, it must be verified that on the letter hegdof the Amuta the full name of the
Amuta appears clearly and prominently on the doeuptbus for example a situation
must be avoided in which the name of the Amutanmslsand marginal in format in
relation to the logo.

Objectives of the Amuta

One of the main topics checked in relation to thappety of the Amuta’s activity, is the
fulfillment of its registered objectives. The ragied objectives are those that have been
recorded by the Registrar in the context of thdieaipon for registration of the Amuta,
or objectives that have been recorded by the Ragiat a later stage, at the request of the
Amuta, when as detailed below, in a case of ohjestithat are different from the
registered objectives of the Amuta prior to theng® the approval of the Court will also
be necessary, prior to registration by the Registra

It should be emphasized that in relation to a chasfgpbjectives, submission of Minutes
to the Registrar is insufficient and that registmat of the change, subject to the
provisions set out below with regard to approvaltisé change of objectives, is a
condition for the change coming into effect.

An Amuta may not undertake any activity that is patt of its official objectives even if
they are important actions that are of assistamtieet public or to the needy.

An Amuta must promote all its registered objectjvasd revoke objectives that it does
not intend to promote. If an Amuta has registeregdives that have not been advanced
for an unreasonable period of time, the Amuta ideura duty to revoke them or to
present a practical program for their advancement.
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An Amuta that wishes to add to, delete or changeatives that closely resemble its
existing objectives, may, under Section 11(a) & Amutot Law, convene a General
Assembly and adopt a resolution to that effect dedeafter submit the resolution for
examination by the Registrar of Amutot. The newecbyes shall not come into force
and it shall not be possible to proceed in accardawith them until after their
registration by the Registrar. In the event of tigectives that the Amuta wishes to
delete, change or add to, not closely resembliegettisting objectives of the Amuta, the
Amuta must apply to the Court in order to obtagapproval of the requested action. In
any event, a change of the objectives will not bkdvprior to their registration by the
Registrar.

Prior to adoption of a resolution as to a changelpéctives, the Executive Board shall
be duty bound to lay before the General Assemblyetailed list of the assets that the
Amuta has accumulated in reference to the exisibjgctives and of the obligations for
which the Amuta has accepted responsibility in tegard, includingis a visdonors to
the Amuta. Compliance with the foregoing conditiamessential in order to ensure that a
resolution of such significance in the life of tAmuta is not adopted perfunctorily other
than after the Amuta has properly accepted itsicapbns and further that it shall ensure
that the interests of the donors to the Amuta ateadversely affected as a consequence
of the change. In relation to commitmerns$ a visdonors whose funds are to serve a
particular objective, and including the implicatsonf a change of objectives of such a
case — see below in the Chapter entitled “Manageroethe Amuta’s assets for the
promotion of its objectives”.

Under Section 1 of the Law th@incipal objective of an Amuta cannot be aimed at
making profits. Accordingly, the principal activif an Amuta cannot be expressed in
the holding of shares in a commercial company ef/ém such a case the company is
wholly owned by the Amuta and all its profits aistdbuted to the Amuta.

Nevertheless, an Amuta may hold shares in a comahemmpany alone or together with
other nonprofit organizations and provided thathsactivity is not its principal activity
and the profits of such activity serve the printipljectives of the Amuta. In relation to
the holding of shares in a commercial company toggetvith a private company, see the
next topic.

Use of the Amuta’s Assets for Promotion of its Objgives

The Amuta must utilize its resources for the praorobf its objectives. This means that,
the Amuta’s funds, its assets, its goodwill, equepinetc. must be fully utilized with a
view to promoting the Amuta’s objectives.

Designated funds
If the Amuta has received funds, whether as tloms or as support for the promotion
of a particular objective, it must use such fundsthe objective for which they were

provided and for no other, even if such other dibjes are part of the objectives of the
Amuta. Furthermore, if a representation was madéeacdonors that the Amuta’a funds
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will be used for a particular purpose, the fundsstrhe put to that use, and must not be
accumulated or transferred for other uses (eveahe$e are part of the objectives). It
should be noted that the Amuta must give adequatgession in the Financial
Statements, in accordance with accounting prinsjpte assets in respect of which
restrictions have been placed on the use therewdther by the donor, or by one of the
Amuta’s Institutions that has power to do so. Aiddially, in the context of the adoption
of a resolution by the General Assembly as to aagbaof objectives or alteration of
provisions in the By-Laws in respect of the desigma of funds in the event of
liquidation, the Executive Board must lay before tBeneral Assembly details of the
commitments that have been made to donors to that®moncerning such specially
designated funds. A change in the objectives tnénBy-Laws will only come into force
following registration by the Registrar, and subjecapproval of the Court should this
be necessary, as detailed in the previous Chapter. Amuta must also state what
commitments have been made t@ig a visthe donors, for the purposes of approval or
registration of the objectives, as the case mayEben where a change of objectives is
approved it is possible that the Amuta will be rieegl to give a binding commitment to
continue using the funds that were accumulatediquely for the purposes for which
they were provided.

No Activity

An inactive Amuta cannot obtain a certificate obger management, and the Registrar
shall duly consider taking other action, such qsidation.

Accumulation of Assets

An Amuta that unreasonably accumulates assetsapitat for a prolonged period
without investing in the promotion of firmly basexbjectives, or has no up to date
practical and efficient program for the use of s@whds with the aim of promoting the
objectives, will not be entitled to receive a devsite of proper management. The
prohibition on the unreasonable accumulation oplsises stemaiter alia from the aim

of the Amuta to proceed with the promotion of itsjeztives, and from the basic
assumption that donors or other bodies have tramsfféunds to the Amuta with the aim
of directly promoting its objectives within a reasble time. In certain cases the nature
of the Amuta or the nature of the assets enables ofathe assets in the Amuta to be
safeguarded, by the use of a small proportion eimtlior promotion of the objectives,
such as funds provided to the Amuta on conditi@t they be used as capital, the profits
of which are to be distributed to beneficiariesactordance with the objectives of the
Amuta. In cases such as these, the holding of fdads long term isn't improper,
although it will be up to the Amuta to examine asvhether or not an endowment might
have been incidentally created of which the Amstéhe trustee. In a case in which an
endowment has indeed been created, the Amuta ragister the endowment with the
Register of Endowments, and proceed with the deligéreports in accordance with the
principles set out in the Trust Law.

23



It should be clarified that an Amuta may accumutateasonable sum with regard to its
ongoing activities, such as for the purpose of mgn periods of economic difficulties.

Paralysis in the Functioning of an Amuta

An Amuta that is not proceeding with the promotiminits objectives due to internal
disputes and power struggles between the membdéine éfmuta, or for any other reason,
cannot obtain a certificate of proper managemenigss it demonstrates a willingness to
take steps which will enable it to function.

Related Corporate Bodies
An Amuta may establish a Compdrwith the aim of promoting its objectives, such as:

e To carry out a business transaction the profita/loich are to be remitted to the
Amuta (for example a Synagogue forming a compargt thill operate a
celebratory events hall, whereas the purpose dfpleeation of such a company is
the receipt of revenues for the purposes of the tAimactivity).

e To engage in activities of an appropriate natura company context rather than
that of an Amuta (for example in the case of an fammhose objective is the
distribution of food to the poor, establishing angany that will operate special
supermarkets).

In such cases meticulous care must be taken taestisat the company’s profits only
serve the purposes of the Amuta, and are not hlisétl to other parties (including the
company’s employees by means of increased saktiggsand that the holding of shares
in the company does not constitute the main ohjeatr activity of the Amuta, even if
the company’s profits are remitted to the Amutae $ame rules pertaining to prohibiting
the employment of Executive Board Members or AWdmmittee Members in the
Amuta, and the receipt of services for remuneratiom such officials, shall also apply
to their employment by the company. As a generid, i is desirable that the Amuta
itself, or in conjunction with other non-profit bied, should hold 100% of the company’s
shares. In exceptional cases this rule may be drde@here there is special justification
for this. The Registrar of Amutot shall examine tipgestion of whether there is no
concern as to the distribution of profits to a pter source or of the Amuta being
exploited for the benefit of private sources. Imiidn the question will be examined as
to whether the Amuta has taken lawful and legaiste safeguard its rights including by
way of preserving control of the company, firmlysbey its rights in the articles of
association of the company, reserving the rightvetio to the Amuta in substantive
matters such as salaries for employees, sale @ftsagtc., preparation of a written
agreement between the Amuta and the Company etdewn of the complexity of the
subject it is suggested that the Amuta contactRRegister of Amutot in advance for
consultation so as not to be found, after the guarttireach of the rules. In any event a
prohibition applies on an official in an Amuta aryane on his behalf personally holding
shares of a subsidiary company. An action of thisire is likely to be considered to be a

* In this regard meaning a company or any other ceroial corporate body
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prohibited transfer of assets. Moreover, in theeadsa member of an Amuta, this will be
considered a distribution of profits, with all tapplying meanings, and in the case of an
Executive Board Member or Audit Committee Membemay be considered in certain
circumstances to be a circumvention of the prowsiof Section 33 (a) (2) of the
Amutot Law and the remuneration regulations.

Acting in accordance with the By-Laws of the Amuta

The Amuta must act in accordance with its By-LaWsis obligation stems both from
Section 27 of the Law which provides that the ExeeuBoard Members must act in
accordance with the By-Laws of the Amuta, and fr8ection 9 of the Law which
provides that the effect of the By-Laws shall bat thf a contract between the Amuta and
its members, and between the members themselves.

Section 12 (b) of the Law provides that if a mattegoverned by the Model By-Laws,
but is not governed by the By-Laws of the Amutaisgpartly or defectively governed in
them (in a manner that conflicts with the provisiaf the Law), then the provisions of
the Model By-Laws shall apply to that particularttea

It should be pointed out that it is not sufficighat all the members of the Amuta have
agreed to a particular matter being governed inedaim way, but that it must be
examined as to whether the matter concerned is atiphg with the By-Laws of the
Amuta. The Amuta must comply with the requiremeonitsts By-Laws even if this is
inconvenient and even where there is an overwhgmmajority against such
requirements. Thus for example, an Amuta that dapted the Model By-Laws may not
appoint authorized signatories who are not membérthe Executive Board of the
Amuta; because Section 18 of the Model By-Laws ey that the authorized
signatories shall be members of the Executive Boawfitionally, if it has been
prescribed in the By-Laws that every several yeatsctions shall be held to the
Executive Board of the Amuta, then members of theufa may not waive the holding of
elections.

If the Amuta wishes to change a section of the Byw& it must adopt a resolution as to
such a change, in the General Assembly, and therefdrward the resolution for
scrutiny by the Registrar of Amutot. The change willy take effect after it has been
registered by the Registrar of Amutot. Meticuloasecmust also be taken to ensure that
the resolution is adopted in accordance with theL®ys if a restriction applies with
regard to the requisite majority, right of veto.etc

As part of an examination of the format of the Bawls by the Registrar of Amutot, its
compatibility with the requirements of the law wile examined, including the
interpretation of such requirements by the Registfan the context of such examination
the need arises to amend provisions of the By-Law®re such an amendment arises
due to the Law having unequivocally prescribed beoarrangement, the Amuta will not
be required to reconvene the General Assemblyderdo approve such version. In such
a case it will be possible to register the amendmeithout further approval of the
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General Assembly, if two members of the Executivea® have signed the amended
version. If it is a case of a substantive matterraspect of which a wide discretion is
vested in the General Assembly, it will be necesdar resubmit the matter for its

approval before registration of the new versiornhe/Registrar.

It is recommended that the Amuta should retain ggsmen of a complete and up to date
version of the By-Laws containing all the changesienin it up to that moment in time.

Existence of Written Procedures

An Amuta that engages in substantial activity irpaticular field must ensure that
professional and detailed written procedures arplace governing the aforementioned
activity. Thus for example, an Amuta that employwkers and is engaged in substantial
activity will be expected to set a procedure fategtance of employees for employment
in the Amuta, a procedure for contracting with digsp, a procedure dealing with the
attendance of employees at work, a petty cash guveeand additional procedures that
ensure that activity takes place in the Amuta gorgper and continuous footing. The
scope of the procedures and the level of detaibsein them shall be correlated to the
scope of the Amuta’s activities.
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SUBMISSION OF DOCUMENTS TO THE REGISTRAR OF AMUTOT

The Statutory Requirements

Section 38 of the Amutot Law prescribes which doenta must be submitted by every
Amuta to the Registrar of Amutot. The original domnts must be submitted duly signed
by two Committee Members indicating the names @f signatories. Alternatively, a
copy of the duly signed documents can be submitiaging been stamped as “a true
copy of the original” by an Attorney or a Certifi@diblic Accountant.

As a result of the enactment of the Amutot (ForReyulations, 5769-2009, as from July
25, 2009 an obligation applies to submit reporttheoRegistrar of Amutot on the forms
as prescribed in the Regulations. Commencing froeeember 25, 2009, there is an
obligation to complete these forms by means ofathiéne forms as they appear on the
Registrar of Amutot website, and to submit a sigdednloaded version to the Registrar
as aforementioned.

The documents to be submitted to the RegistrahbyAmuta include the following:
1. Notice of change of address of the Amuta.

2. Notice of appointment of an Executive Board MemtAudit Committee Member or
Audit Body, or of the expiration of their term office, as well as the appointment of
an Auditor or the expiration of his term of office.

3. Minutes of the General Assembly containing alégn to change the By-Laws of
the Amuta, or its name or its objectives.

4. Resolution of the General Assembly or of the dtxiee Board as to those with
authority to sign on behalf of the Amuta.

5. Notice of any suit brought against the Amutaagainst a member of the Executive
Board by virtue of his position as an Executive iBo&lember. The names of the
parties, the Court before whom the suit was brouthiet grounds and number of the
proceeding shall be stated in the notice.

6. The Financial Statements of the Amuta, includlisged details of the five recipients
of the highest salary in the Amuta, a report agléoations, and a report as to
donations from an entity of a foreign country pansiuto section 36A of the Law. The
manner in which the Financial Statements are toptepared will be detailed
subsequently.

7. The Verbal Report of the Amuta.

8. Minutes of the resolution of the General Assgmibd approve the Financial
Statements and the Verbal Report together withthancial Statements and together
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with a recommendation of the Audit Committee or it Body concerning the
Financial Statements and the Verbal Report, arahiAuditor has been appointed,
then his opinion shall be attached to the Finargiatement.

9. Minutes of a resolution of a General Assembly iond up voluntarily and
appointment of a liquidator.

Under Section 38A of the Law, the Registrar of Aatutnay demand any additional
document or information with a view to the claréion of details stated, or which should
have been stated in the Financial Statements dhenVerbal Statement, or for the
purpose of clarifications as to the lawful condoicthe affairs of the Amuta.

The documents being submitted to the Registrar must é either in Hebrew or in

Arabic. Documents must not be submitted in Englishunless a complete Hebrew
translation signed by two Executive Board Memberss attached to them, which will

constitute a binding version. An unsigned Hebrew @inslation will not be sufficient

even if it is certified by a Notary).

Submission of Documents for the purposes of obtaimj a Certificate of Proper
Management

Regular compliance with the statutory annual repgrobligations is a precondition for
obtaining a Certificate of Proper Management fromRegister of Amutot.

Only on the expiration of two years of continuousvgn activity, submission of the
requisite documents in accordance with the Law el a8 compliance with all the rules
of proper management, will a Certificate of Propkmagement be issued to the Amuta.

An Amuta that requests a Certificate of Proper Mgmaent after having not fulfilled its
reporting obligations for several years as requimill be required to submit all the
necessary documents that the Amuta was obligateldvioyto submit during the last 7
years, prior to the year in which the Amuta appf@da Certificate.

It should be clarified that the Registrar of Amutioes not issue retroactive certificates of
proper management in respect of previous years.

An Amuta that has not properly discharged its répgrobligations for a lengthy period

of time will be required to complete the necessaaterial and forward, with a view to

the issue of a certificate, the latest financiatesnent required for the issue of a
certificate and the accompanying documents, andduition financial statements and

documents as aforesaid for the previous 3 yeansekample, an Amuta requesting a
certificate for 2010 will be required to submit mancial statement and additional
documents for 2008, as well as financial statemantsdocuments relating to the years
2005-2007. The Amuta must furnish any other docuntiest may be required by the

Registrar for the purposes of clarification.
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If the Amuta does not furnish the documents reguivg the Registrar of Amutot, the
Registrar may refuse to issue a certificate of prapanagement to the Amuta and may
also take, and impose more severe actions andigasetgainst the Amuta including the
appointment of an Investigator and submission a@plication to wind up the Amuta.

Annual Fee

Every Amuta is required to pay an annual fee, conuimg from the year following its
registration, unless it falls within the exemptjescribed in the regulations.

An Amuta will be entitled to exemption from the amah fee if two members of the
Executive Board of the Amuta have made a declardigfore an Attorney, in respect of
each year separately, that the following aggregataditions have been satisfied in
relation to it:

1. The annual turnover does not exceed NIS 300,000.

2. It is not paying remuneration and making payméfdr work, whether in respect of
an employee or a sub-contractor) with the exceptibnremuneration payable to a
member of a profession for the purposes of implemegrprovisions of the law, such
as payment to an Audit Body.

Every Amuta must pay the annual fee in the Pos@hkBor via the Internet and
alternatively furnish the Postal Bank with an A#uit Form (included in the forms sent
to the Amuta annually) duly signed.

A Certificate of Proper Management will not be isduo an Amuta that has not paid a
fee or has not submitted an Affidavit for exempttorthe Postal Bank, as the case may
be.

Non-payment of fee is liable to lead to the impgositof additional sanctions against the
Amuta.
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THE ACCOUNTING SYSTEM AND PREPARATION OF THE FINANC 1AL
STATEMENTS AND VERBAL REPORTS

Section 35 of the Law provides that an Amuta mesfkaccount-books which shall fully
and faithfully reflect its transactions and finaalgbosition. The Amuta must take care to
ensure that its financial transactions are recoldedccordance with the Income Tax
bookkeeping procedures.

General Principles in relation to Financial Managenent

1. The accounting system will be maintained byAhauta itself or a party on its behalf.
The bookkeeping must be autonomous and separatetiat of other corporations.

2. In the bookkeeping records every financial teatisn carried out by the Amuta must
be recorded. The bookkeeping records must be b@asguoper documentation and
such documentation must be kept in a well orderedmar. Care must be taken to
procure the written signature of agreements inaespf all financial obligations of
the Amuta, including loan agreements and writteoudwentation of withdrawal and
receipt of moneys. The Amuta must keep invoices @ugipts as well as every
agreement and every document forming the basistHer financial transactions
entered into.

3. The Amuta must ensure that a person is appointea shall be charged with
responsibility for recording the financial transans and for keeping the
bookkeeping system permanently up to date.

4. Withdrawal of moneys from the Amuta will only loarried out by those with
authority to bind the Amuta by their signatureqsarted by proper documentation.

Keeping Records in accordance with the Second Sched to the Law

Under Section 35 of the Law, the Amuta’s books mustiude at least the items
contained in the Second Schedule to the Law.

The Second Schedule to the Law details variougjoats of items that the Amuta must
include in its accounting system.

These categories includater alia, the keeping of a book in which there shall be a
recording of assets received as donations andtas @ag well as a detailed breakdown in
a receipt book of allocations that the Amuta haseikeed from others, including
governmental or municipal bodies.

Under the Second Schedule an Amuta that has anabtummover that exceeds NIS
750,000 must keep account books by the double bouitkeeping method.

30



Preparation of the Financial Statements

Section 36(a) of the Law imposes responsibility thie Executive Board for the
preparation of the Financial Statements. The s@itbé®ments should include at the very
least, a balance sheet and an account of the inaachexpenditure of the Amuta. These
documents must properly express the data contdameébe accounting system of the
Amuta. Assignment of the task of preparation of iiygort to another party on behalf of
the Amuta does absolve the Executive Board fromeisponsibility for the propriety of
the report and its compliance with the Law’s reguoients. It should be emphasized that
every Amuta must submit financial statements ireesipe of the size of its financial
turnover.

Under Section 36(b) of the Law the Amuta shallattto the Financial Statement a full
and accurate detailed breakdown of all the paymmiaide by the Amuta or which it has
undertaken to pay during the year in respect ofclwithe Financial Statement is being
submitted, including other payments and undertakitm pay, and including loans,
amounts of money and any other valuable consiaderdincluding securities), retirement
conditions, and any other benefit (a detailed engiery and quantitative breakdowin)
respect of each of the five highest salary earneia the Amuta. Such a breakdown
shall be submitted on a Form prescribed under tbx@gons of the Forms Regulations.

As part of the report as to the five highest sakagners, the Amuta must also submit a
report about persons that it employs to perforniaatork, even if they are not salaried
employees, such as a person serving as Acting GE@d Amuta but is receiving
payment as a contractor.

As to the obligations of detailing contributionsorn a foreign state entity in the
Financial Statement, see the chapter entitled “Dons from a Foreign State Entity”.

In the Financial Statement being submitted to tegi&rar, a distinction must be made
between expenses in respect of activity and expgerst&ibuted to general &
administrative. Listed details must also be givéthe persons who have donated to the
Amuta a sum in excess of NIS 20,000 per annum sirdeecial permission has been
given by the Registrar of Amutot as to non-publaatof the name (in respect of
expenses that must be detailed as “Administratne@eneral” expenses, and as to rules
that apply as to the detailing of the names of desee the Chapter entitled “The Use of
the Amuta’s Funds and its Assets”).

Accounting Opinion Number 69 and Standard 5

Section 36(c) of the Law provides that “The Finahcstatement shall be prepared
according to accepted bookkeeping and reportirgsruf’.

In the context of this obligation the report must frepared in accordance with such

standards as are prescribed by the lIsraeli Instifat Proper Accounting, and the
opinions of the Institute of Certified Public Acedants. Commencing from the Financial
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Statement for 1999 an obligation exists to preplagereport in accordance with Opinion
69 and Standard 5 (Standard 5 contains amendmeashidaifications to Opinion 69).

In accordance with Opinion 69 and other opinions, lte Financial Statement of a
non-profit organization must include the followingcomponents:

1. Balance Sheet is to be prepared in such a manner that all #iseta and liabilities
will be classified according to their nature andlvde shown according to their
liquidity level. The net assets (the differencenmsn the assets and liabilities) will be
presented under one item heading, with a distindliging made in the framework of
the Balance Sheet between:

(a) Net assets in respect of which there is noicéisin on their use for activities/net
assets in respect of which there is no restrickowhich were used for fixed
assets.

(b) Net assets in respect of which a temporaryioisin exists.

(c) Net assets in respect of which a restrictioa permanent nature exists (resources
transferred to the Amuta for specific objectivetypsuch as donations made on
condition that they are used for a particular peg)o

2. Activity Report— this report shall include all the income and exjiire during the
period of the report. This report shall also indwmounts released from groups of
net assets in respect of which there were regnstion activity and which were
transferred to a group of assets in respect of lwhi@ such restriction exists, as a
result of the fulfilling of or cancellation of coitgbns that were imposed on the use of
such assets.

3. Report on Changes in Net Assetshis report shall be prepared in a manner that
reflects all the changes during the accountingoglein respect of all groups of the net
assets, including a surplus of the income overekgenditure in the accounting
period. The purpose of this report is to provideomprehensive picture as to the
status of the various assets and the classes thereo

4. Cash Flow Report The report shall reflect all the cash flow in & this is
obligatory under Opinion No. 51 and pursuant to wWhatated therein.

5. Notes to the Financial Statementdletes must be recorded in accordance with the
Opinions of the Institute of Certified Public Acadants and the Standards of the
Proper Accounting Standards Institute. In the cdandé such notes, reference must be
madeinter alia, to the objectives of the Amuta, details concerniglgted parties, the
Amuta’s dependence on other bodies and in particataGovernment Ministries,
details concerning loans that the Amuta has madea#ived as well as a detailed
breakdown of the fixed assets.

The Auditor of the Financial Statement shall pratee accordance with what is
prescribed by law and the accepted accounting atdad
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Consolidated Financial Statements

When an Amuta controls subsidiary corporations uistrsubmit consolidated financial
statements to the Registrar showing it and suchigialpy corporations as one economic
unit pursuant to Opinion 57 of the Institute of exd Public Accountants.

The Verbal Report

Under Section 37(a) of the Law, the Amuta must subime Financial Statement together
with the Verbal Report. The function of the VerlRadport is to outline in a concise and
clear manner the activity of the Amuta and the oizgtional structure in the year to
which the report relates.

The details of the Verbal Report shall be compleiredaccordance with the Third

Schedule to the Law. The responsibility for preparaof the report lies with the

Executive Board and when the report is submittedust bear the original signatures of
two of its members. One of the functions of the u@ommittee is to examine the
Verbal Report and submit its recommendations tdéeeral Assembly.

Submission of the Verbal Report is one of the pned@mns for the issue of a Certificate
of Proper Management.

Submission of the Verbal Report including all itgieus details is not a substitute for the
Amuta’s obligation of due reporting on the Formegaribed for such purpose, at the date
of adoption of the various resolutions, such agoring as to the appointment of
Executive Board Members etc.

The Verbal Report will be open to public scrutiny.

In the Third Schedule the categories that shoulthtleded in the Verbal Report are set
out in detail and includenter alia: a report on the actions that the Amuta has taken to
promote its objectives, a detailed breakdown ofdiganizational structure of the Amuta
including the institutions of the Amuta and its io#holders, a report concerning
corporations whose officeholders are also officdad in a Amuta as well as
corporations linked to the Amuta, a detailed breakad of the principal uses that the
Amuta has made of donated funds during the yetlveofeport, the scope of the principal
services provided to the Amuta, a detailed breakd@iv transactions in real estate
transacted by the Amuta, or transactions with eelaparties, exceptional events,
shortcomings and any other material matter thableasrred in the reporting year.

A recommended Form for completing the Verbal Repod instructions for completing
the Form can be found on the website of the RegisfrAmutot.
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THE USE OF THE FUNDS AND ASSETS OF THE AMUTA

Opening Bank Accounts

An Amuta must open a bank account in its name @amiy, its moneys shall be deposited
in such account, and not in the accounts of otletigs such as Executive Board
members.

When an Amuta is operating various projects of gutigl scope, it is recommended that
a separate account be opened for each project.

Furthermore, when using a credit card in accordandt the rules of proper
management, in certain cases the Amuta will beireduo open a specially designated
account in respect of a particular credit card.

Use of Cash and Checks

In principle, making payments in cash adverselye@d#f the possibility of exercising
minimum control over expenditure of the Amuta’a dsn The Registrar has therefore
decided, as part of the criteria for the issue Gkdtificate of Proper Management, that a
certificate will not be issued to an Amuta that paxpenses in cash (except for such
expenses as can be paid in the context of “pettlp"yaand neither will such a certificate
be issued to an Amuta that pays stipends in cash.

The Amuta’s checks shall be signed by two authdrizggnatories on its behalf,
appointed by the General Assembly or the ExecuBeard of the Amuta, all in
accordance with the provisions of the By-Laws. Rrauta must be strict in ensuring
that checks are not signed in advance withoutngfdkie amount and the payee.

For reasons of proper control, the Amuta must thriensure that all the checks that it
writes shall be marked “To Payee Only”, with theeption of a check the purpose of
which is a withdrawal in cash from the Bank fortpetash.

Transfers of Moneys from the Bank Account

Transfers of moneys from the Amuta’s Bank Accoanamother account, whether that of
the Amuta or of an outside party, shall only be enby fax (and not by telephone) signed
by the authorized signatories.

Use of Credit Cards

Use of credit cards by an Amuta constitutes a grobbecause it does not enable the
signature of two authorized signatories as is regliand it therefore adversely affects
control over the way in which the Amuta’s funds Bendled. There are however, cases
in which the use of credit cards in necessary, aghvhen there is no other way of
making the required purchase, or instead of usasi in a petty cash framework.
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The use of credit cards will be possible subjedutfiling of the following conditions:

1. The Amuta uses a credit card that is limiteth®damount permitted for use as petty
cash, and uses it solely for permitted petty caglerditure. It should be clarified that
reference in this regard is to a special type etlitrcard, which contains a restriction
on the amount of a one-time item of expenditurel{sas charged card) or a monthly
limit of expenditure (such as a card with a créaldlity limit of a small amount). A
decision as to the issue of such a card will beexigoy two authorized signatories.

2. A credit card, as to which the payment thereofsubject to the existence of a
monetary balance in a designated account openethdopurpose of use of such a
card. The use of a card of this type will be subjec transfer of funds to the
designated account following a signed instructipvizo authorized signatories of the
Amuta, for the purpose of a particular item of engtiture, noting the purpose of the
transfer. The Amuta shall strictly ensure that¢hgnall be no balances in this account
apart from the moneys transferred to it for sucti@aar item of expenditure. Use of
a card as aforesaid shall occur in cases in wiiehetis a difficultly in making the
payment in another way, for example in order to enpyments that can only be
made through the internet, payment of a fee tdibgistrar, expenses incurred during
travel abroad etc.

In so far as there are additional categories ditmards, the characteristics of which are
consistent with exercising proper control over ficial expenditure, the Registrar of
Amutot will consider the possibility of permittinge use of such cards.

Administrative and General Expenses.

An Amuta is not permitted to pay a salary to ExeeutBoard Members and Audit
Committee Members other than attendance remuneratid reimbursement of expenses
only, as detailed in the regulatidrthat will be in effect from February 23, 2010 dnd
respect of the performance of these functions ohlso in respect of its employees, the
Amuta may not pay a salary that exceeds what isoresble, giving regard to the
gualifications of the employee and what is usualtgepted in the labor market with
respect to similar positions. In the case of argdiar an employee who is a member of
the Amuta, the payment of a salary beyond that wiscreasonable will be deemed a
prohibited distribution of profits, for which thexBcutive Board Member is likely to be
held personally liable as a result of a breaclnefduties that he owes to the Amuta under
Section 34D of the Law, unless he has objectedith prohibited distribution and has
taken all such steps as are reasonable in ordaetent it, or, that in the circumstances
of the case he did not know of and it was not incent upon him to know of such a
prohibited distribution. As to payment of an unaable fee to other suppliers who are
not employees of the Amuta, this is an action nothe interests of the Amuta and the

® The Amutot Regulations (Remuneration of ChairmfarEgecutive Board, Executive Board Member and
Audit Committee Member of an Amuta), 5769-2009, |jgited in Subsidiary Legislation 5769-2009
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promotion of its objectives and is therefore likédybe in contravention of Section 27 of
the Law.

An Amuta will not be entitled to receive a Certifte of Proper Management in the event
of the salary expenses that it is paying being asopeable to such a degree that it might
constitute use of the Amuta’s Funds other thant$oobjectives.

In all matters pertaining to the fixing of a linfitir remuneration of senior officials in
Amutot, reasonableness of such remuneration is ieeahby taking into account the
following factors:

1. Size —the annual turnover of the Amuta.

2. Independence — the percentage of support angetsittom the State out of the total
financial turnover.

3. Efficiency — percentage of administrative andhegal expenses out of the total
financial turnover.

4. Management Quality — absence of deficit, ina@dasactivity, efficiency of the Audit
Committee etc.

5. Quality of the officeholder — qualifications,edtion, professional experience etc.

According to the rules of proper management the nmoust be meticulous in ensuring
that administrative and general expenses do nategka reasonable percentage of the
Amuta’s annual turnover. The Registrar of Amutotlvimtervene in this regard in
extreme cases in which concern arises that suctnelifprre is unreasonable to the extent
that suspicion arises as to a distribution of psadr use of the Amuta’s Funds contrary to
its objectives.

The Accountant General has published rules in stspk administrative and general
expenses as a condition for providing support. Abeountant General’s rules relate both
to the percentage of administrative and generakemsgs out of the total financial
turnover of the Amuta and to the definition of tt@mponents that must be included in
such expenses. The instructions of the Accountame@l in this matter can be viewed
on the Ministry of Finance website.
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Payment of Remuneration to Executive Board MemberExecutive Board Chairman
and Audit Committee Member

There are three sections in the Amutot Law that @éh the question of remuneration to
Executive Board Members.

Section 26A of the Law provides that the Generakehsbly may decide to pay
remuneration to Executive Board Members and to roete the amount of such
remuneration, subject to Regulations made by thadWr of Justice in relation thereto.
Section 33 (a) (2) of the Law provides that if aso@ provides services to the Amuta for
remuneration, other than as an Executive Board Membe cannot serve on the
Executive Board. It follows from this that it isghribited for an Executive Board Member
to be an employee of the Amuta or provide it witirious services for remuneration.
Section 34A of the Law empowers the Minister oftibesto make regulationigter alia,
with regard to the remuneration of Executive BodMdmbers and Audit Committee
Members

The purpose of the aforementioned provisions ol the is to ensure that in the Amuta’s
Institutions, only officeholders that have the bedetrests of the Amuta at heart, as
appropriate for a non-profit institution, shall $erving.

The Executive Board Chairman, Executive Board Memband Audit Committee
Members may only receive remuneration for actuatigpation in meetings and this
only after approval of the General Assembly ash® mature of the payment and the
amount thereof. In any event, no employer-emplagtationship shall exist between an
Executive Board Member/Audit Committee Member ane Amuta and the Executive
Board Member/Audit Committee Member will not beitted to social benefits.

The Minister of Justice instituted regulations ogbfuary 23, 2009 in relation to this
matter pursuant to Section 34A of the Law, which affective as from February 23,
2010, with regard to the top limit of payment ttta¢ General Assembly may approve for
an Executive Board Chairman, an Executive Board Mamor Audit Committee
Member for actual participation in a meeting andntrirsement of expenses. Until
February 23, 2010 the provisions that apply aredhes that were published in the
previous Proper Management Manual which can be adewon the internet site of the
Registrar of Amutot.

According to the Regulations, and as set out iaibat the table below, the amount of
remuneration that can be paid to one of the memifettse said institutions depends on
the turnover of the Amuta. The higher the turnoeethe Amuta so will the amount of
the remuneration increase that can be paid to édrtkeomembers of the institutions
enumerated above.
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Section 34B of the Law provides in relation to tleeel of remuneration, that the

Amuta’s turnover is defined as — “the amount ofwinmeceipts of the Amuta from every
source and category, received on average in thelfiscal years, and if 3 fiscal years
have not yet elapsed since the establishment oAtheata — the amount of such receipts
as have been received on average in the fiscas gaage its establishment”.

The regulations prescribe a limit for the numbemudetings of the Executive Board, a
Permanent Committee of the Executive Board, orAthéit Committee, that can be held
in the course of a year. This number is not depande the Amuta’s turnover. A

Permanent Committee is a committee appointed byEkezutive Board to deal over a
period of time with the subject coming under it$hauity, when the nature of the Amuta
justifies the appointment of a committee to deahwuch a matter.
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Financial Maximum Maximum Maximum Maximum Maximum
turnover of the number of number of number of remuneration | remuneration
Amuta in meetings of thg meetings of meetings of | per meeting for| per meeting for
millions of Executive Audit Permanent Executive Executive
Shekels Board annually] Committee Committee of Board/audit Board
annually the Executive committee Chairman in
Board member in NIS NIS
Up to 10 12 12 S 50% 55p
Above 10 and 12 12 8 605 674
up to 25
Above 25 and 12 12 8 805 103(
up to 50
Above 50 up to 12 12 8 990 123(
100

Notwithstanding what is stated in the table, ifdugxe of circumstances relating to special
activities of the Amuta for the promotion of itsjettives, the number of meetings has
exceeded the number stated above in the tableAmmgta may pay remuneration in
respect of such exception solely with the appra¥dhe General Assembly. In any event
payment for an exceptional case can be approvegh ¢ 150 percent (one and a half-
times) the number of meetings stated in the afontioeed table.

In an Amuta in which no General Manager is sernnimgffice, the General Assembly
may prescribe that a fixed annual remuneration! df&lpaid to the Executive Board
Chairman for his service in office as Chairmanhaf Executive Board, as detailed below.

Financial Turnover of the Amuta in million of Shekds Maximum Annual Remuneration in New
Shekels

Up to 10 15,000

Above 10 and up to 25 21,115

Above 25 and up to 50 41,235

Above 50 up to 100 73,505

Over 100 90,615

The above mentioned annual remuneration is in lieof remuneration for attendance
at the meetings.

Reimbursement of Expenses in relation to Participabn in Meetings

As a general rule, the remuneration payable to atlive Board Member, Executive
Board Chairman, or to a Member of the Audit Comeaitincludes cover of all the
expenses in connection with participation in a nmgetin certain cases, the Amuta may
pay the Executive Board Chairman, Executive Boardnier or Audit Committee

Member reimbursement of expenses in connection waitandance at a meeting in
addition to remuneration for attendance at a mgatinthe annual remuneration for the
Executive Board Chairman. The following are casestlee occurrence of which the
Amuta may consider whether to reimburse expenses:
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Case 1A reimbursement of actual travelling expenses wérericxecutive Board
Member, Executive Board Chairman or Audit CommitMember resides at a
distance of more than 40 km from the venue of tleeting. If the Amuta has
decided to pay expenses in such a case, the Gefesambly must prescribe,
once a year, a table of amounts according to wheahbursement of travelling
expenses shall be paid, after having paid regatidetoules applicable in the Civil
Service in the matter in question.

Case 2 Reimbursement of actual travelling expenses wiiban an Executive
Board Chairman, Executive Board Member or Audit Guttee Member is a
disabled person who has produced a medical cettfithat he requires special
travelling expenses as a result of his disabilitidse definition “disabled person”
under the Law is: “a person with physical, mentalimtellectual handicaps
including cognitive, whether of a permanent or terapy nature who is restricted
in a substantial way because of it in functioningphe or more of the main areas
of life”.

Case 3If the annual financial turnover of the Amuta e&ds NIS 50 million and
more than_one thirdf the Members of its Executive Board are not Israe
residents, the Amuta, with the prior approval af theneral Assembly, may pay
reimbursement of actual travel and accommodatiqreeses in respect of one
Executive Board Meeting per year that has takeoceptaitside Israel.

If more than halbf the Members of the Executive Board are not Isresdents,
the Amuta may pay reimbursement of actual travel astommodation expenses
in respect of two Executive Board Meetings per ykat have taken place outside
Israel.

Payment will be made according to the table of am specified by the General
Assembly once a year taking into account the riegractice in the Civil
Service in the matter in question.

Case 41if the financial turnover of the Amuta exceeds MIEBmillion, the Amuta
may pay an Executive Board Member who is not areelsrresident,
reimbursement of actual travelling and accommodagixpenses for the purpose
of attendance at Executive Board Meetings in Israel

Payment will be made according to the table of amwapecified by the General
Assembly once a year taking into account the rihes practice in the Civil
Service in the matter in question.

Case 51f the Amuta is not paying any remuneration fortjggsation in meetings,
or is making partial payment of remuneration fortiggpation in meetings, lower
than the maximum amount prescribed in the regulatias detailed as above in
the table — the Amuta may reimburse expenses t&xtkeutive Board Chairman,
an Executive Board Member or Audit Committee Memdeen if the conditions
detailed in the previous Cases 1-4 do not applgcoordance with such rules and
procedures as the General Assembly shall presdndogng given regard to the
number of meetings and the expenses actually iedurr
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The reduced remuneration that is payable (if pajablogether with
reimbursement of the expenses shall not exceethétixdnum remuneration for a
meeting and the reimbursement of expenses undeirthenstances stated above,
that it would have been possible to pay such peusoler the regulations.

Reimbursement of Expenses in connection with promitg the objectives of the
Amuta

In addition to remuneration for participation in etiegs and reimbursement of expenses
in connection with such participation, or annuahomeration for the Chairman of the
Executive Board, as outlined above, an Amuta mayagmExecutive Board Member or
Executive Board Chairman his travelling expenseslisrael or his travelling and
accommodation expenses outside Isfaethe purpose of his activities in promoting the
objectives of the Amuta, if the following condit®are satisfied:

e The Executive Board made a decision in advancd) ejfiproval of the Audit
Committee, as to the types of activity that the ditiwe Board Member or
Executive Board Chairman shall engage in on bebfathe Amuta (unless the
Executive Board Chairman is receiving annual rematien in which case the
making of such a decision is not mandatory).

¢ Payment of the actual expenses has been approvbe Executive Board.

e The expenses are reasonable in the circumstanaesghgiven regard to the
usually accepted practice as to reimbursement péreses in the Civil Service,
and the expenses are necessary for the purposerging out the aforementioned
activity directly, and the General Assembly hasspribed rules and procedures in
relation thereto, once a year. The Executive Bddemnber or Executive Board
Chairman has reported as soon as possible to tdé Sfommittee and to the
Executive Board as to the results of the said @gton behalf of the Amuta and
the Executive Board has reported to the Generakibl/ of the expenses paid
and of the results of such activity.

In an Amuta whose financial turnover exceeds NI® Million, approval can also be
given for the purpose of promoting the objectivéshe Amuta and in accordance with
the above mechanism, for expenses of another kiatdare not traveling expenses (in
Israel) or expenses of travel and accommodatiorré®as). The same applies to an
Amuta with a lower financial turnover, if it is npaying any remuneration.

Transfers of Funds or Assets to other Corporation$or nil Consideration

In terms of rules of proper management, an Amutg tnaansfer funds or assets to another
non-profit corporation provided that it strictly s#rves a number of conditions, as
follows:

1. Transfer of funds/assets to another body isi@ipl consistent with the registered
version of the Amuta’s objectives.
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2. The funds/assets will be transferred to a cafpam with similar objectives, provided
that it is a non-profit-making corporation that magt distribute profits to private
parties, even upon winding up.

3. A donor or transferor of funds/assets to the fams aware that the funds/assets
might possibly be transferred to another corporatio

4. In a case in which an amount or an asset isfeared that could have a substantial
affect on the Amuta’s activity, the matter must beught before the General
Assembly prior to the transfer of funds. In anyesticase, the matter requires the
approval of the Amuta’s Executive Board.

5. The Amuta will maintain supervision over the a$d¢he funds/assets pursuant to the
purpose of the transfer.

6. The corporation to whom the funds/assets aresfeared is in possession of a
Certificate of Proper Management or a correspondargjficate from the the official
body supervising it.

In relation to supported Amutot, they must procaedccordance with the Accountant

General’'s Rules in all matters pertaining to thensfer of funds to other bodies.

Furthermore, as to Amutot that are in possessiom @értificate under Section 46, they

must proceed in accordance with the rules of theAtghority in this regard.

The Amuta must set out such aforementioned tramsfedetail as part of the Verbal
Report, in the relevant sections thereof.

Loans

An Amuta may lend money to another non-profit cogbon provided that the
aforementioned rules have been satisfied in relabdransference of funds.

However, an Amuta may make a loan to another catjgor even if not all the rules
pertaining to the transfer of funds are satisfsaject to the following conditions:

1. The borrower corporation is a non-profit corpiam

2. The objectives of the borrower corporation anglar to the objectives of the lending
Amuta.

3. The loan has been duly approved by the ExecBard of the lending Amuta.
4. A Loan Agreement has been signed between thetsrand the corporation

containing reasonable loan conditions, including ithterest rate, repayment terms,
and repayment date.
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5. Reasonable securities have been provided faynmegnt of the loan.

6. There is nothing in the loan that could prejadibe activity of the lending Amuta
(inter alia, that the loan amount is reasonable in proportiorthé annual turnover,
and that the amount of the loan and the perioth@fdan stipulated for repayment of
the money do not prevent or delay the accomplishroéprograms of the lending
Amuta).

7. The Executive Board is satisfied that the bomgwAmuta is able to meet the loan
repayment on the stipulated dates.

8. To the best knowledge of the Executive Boardlzaskd on data presented to it, there
are no significant shortcomings in the way in whibke borrowing Amuta is being
managed.

An Amuta may grant loans to its employees provitleat the terms of the loans are
reasonable, and in accordance with what is usaaltgpted in the market in relation to a
loan by an employer to an employee.

If the objectives of the Amuta include a grantiridaans such as for charitable purposes,
the Amuta may grant loans in accordance with itealves, and provided that it sets
reasonable, detailed and clear criteria for thentgrg of loans and strictly ensures
equality between the recipients of the loans iroetance with the criteria that is has set.

An Amuta may not grant loans to its members who rawe employees (unless the
objectives of the Amuta include the granting ofriedor charitable purposes and the
members meet the aforementioned criteria, and ateErecutive Board Members or
Audit Committee Members.

Manner of Payment of Stipends

It has been prescribed in accordance with the rolgsroper management that, as the
making of payments in cash adversely affects thssipdity of exercising a minimum
degree of control over expenditure of the Amutamds, a Certificate of Proper
Management will not be issued to an Amuta thatignm stipends in cash.

Payments of stipends will therefore be made by me&checks to “Payee only”.

In any event meticulous care must be taken to enthat distribution of stipends in an
Amuta is carried out in accordance with fixed, équad publicly stated criteria.

Donations

According to the Second Schedule to the Amutot LamvAmuta must keep an internal
register of donors, and record in it all such as@etcluding moneys) as it has received as
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donations or as gifts, and the record must incthédename of the donor, a description of
the asset received and the date of its receipt.

The internal register of donors of the Amuta mustopen to scrutiny of the Executive
Board Members, Examiners on behalf of the Registfadmutot, the Income Tax
Commission and other bodies who are empoweredvibydaxamine the register.

According to the Schedule, an Amuta need not retotlde financial statement, the name
of a donor who has asked to be anonymous if theuatraf the donation does not exceed
the maximum amount set by the Minister, or where Registrar has given special
approval not to state the name of the donor in raeswe with processes and procedures
prescribed by the Minister.

In 2002 the Amutot Regulations (Determination ofxidaum Amount and Procedures
for Recording of Donations in the Financial Repast Anonymous), 5763-2002, were
enacted. In the Regulations it was stipulated th@tmaximum amount of a donation in
respect of which an Amuta need not record the namte donor in the financial

statement, is NIS 20,000 per annum.

It was also stipulated that the Registrar may gspetcial permission to an Amuta not to
state in its financial statement the name of a damioo has donated more than NIS
20,000 if he is satisfied that this is justified timee circumstances of the case, after a
reasoned application in writing has been submittedhat effect, setting out in detall
therein the name of the donor, his identity numibes, address, the amount of the
donation and the reason for the necessity of tm@d®anonymity.

Donations from a Foreign State Entity

Under Section 36A of the Law — an Amuta whose fai@nturnover exceeds NIS
300,000, must state in the Financial Statementhenet has received donations from “a
Foreign State Entity” (see definition below) in tixear to which the Statement relates.
This concerns donations whose aggregate value @xtlee sum of NIS 20,000.

If the Amuta has received such donations, it mtetiesin the Financial Statement: the
identity of the donor, the amount received, theppsge of the donation or its designation
and the conditions attached to the donation, if any

The Amuta is under a duty and is responsible famglall that it can to ascertain whether
the donation has been received from a Foreign &tatity.

An Amuta receiving such donations from a Foreigat&SEntity is under an obligation to
publish the aforementioned information on its inegrwebsite. If the Amuta does not
have an internet website, it must give notice tbiete the Registrar of Amutot, who will
publish the information on the Ministry of Justivebsite.

A “Foreign State Entity” under the law can be sumire as follows:
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(1) A Foreign State including —

(&) A union, organization or association of foregjates;

(b) An organization, authority or representationaoforeign state or of a union of
foreign states;

(c) A local or district authority, a government laaottity of a foreign state or of a state
that is a member of a union of states in a forsigie;

(d) A union, organization or association of forelgrdies;

(2) The Palestinian Authority:

(3) A corporate body established by regulationsook of the bodies detailed in
Paragraphs (1) and (2), or where such a body asioned above holds more than
one half of a particular class of the means of rmbrih such a corporate body, or has
appointed the corporate body to act on its belralfhis respect, “means of control”,
and “holding” — shall have the meanings assignati¢ém in the Securities Law 5728-
1968;

It should be emphasized that with regard to a dondtom a foreign state entity, the
Amuta has no right to request that the name otlttt®r remain anonymous.

Registration of the Amuta’s Assets

Members of the Executive Board must strictly enghia all the rights of the Amuta,
including rights to assets in respect of which degistration is available, shall be duly
registered in the name of the Amuta.

An Amuta may purchase a vehicle for its use withieav to promoting its objectives.
The vehicle shall be registered solely in the nafmihe Amuta. The considerations and
criteria for the choice of the vehicle shall bes@@able considerations with reference
inter alia to the cost of purchase and maintenance of theckeehnd depending on the
type of Amuta, the nature and scope of its actiaitd its financial turnover.

With regard to vehicles belonging to the Amuta avidch were registered previously
(before publication of these rules) in the namamdther party, there is no obligation to
transfer the vehicle into the name of the Amutanetibis is likely to cause a substantial
decrease in the value of the vehicle, but theranibligation to effect a lien on the
vehicle in favor of the Amuta.

Preservation of the Amuta’s Assets

An Amuta that owns property or an asset, irrespectie of whether acquired as a
donation or purchased by it, must duly preserve sut property and obtain from it
the maximum advantage that may be produced from it.
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If the Amuta has funds that are not immediatelyunesgl for its ongoing activity for the
promotion of its objectives, it must invest thenfebain order to preserve their value
subject to such policy as shall be determined ia thgard by the Executive Board,
provided that this shall not involve an unreasoeatuicumulation of assets as detailed in
the Chapter entitled “The Objectives of the Amuta”.

An Amuta may not transfer any of its assets withoutreceipt of adequate
consideration or place it at the disposal of anotheauthority for nil consideration or
for reduced consideration, if this is inconsistenwith its objectives and does not
comply with the rules of proper administration that apply to the transfer of moneys
to another party. These matters should apply all te more so to a transfer of assets
to parties with whom parties in the Amuta are relaed by family, or business or
other association. In cases such as these, suchransfer of assets is likely to be
deemed an improper distribution under Section 34C bthe Law and to give rise to
the imposition of personal liability on Members ofthe Executive Board in respect of
such transfer.

These provisions relate to all the Amuta’s assetush as real estate, goods and
chattels, shares, goodwill etc.

Amuta Appointed as Trustee of a Public Endowment

A Public Endowment is a legal concept that is idezhto describe a situation in which a
certain person or body has donated or has bestawsdtain asset for the public good,
and has stipulated special instructions for dealinp such asset, and has appointed
another person or body to be responsible (“Trujtéa” implementing such special
instructions in relation to the asset. On many sicees these special instructions provide
that the asset itself may not be used but onlypitdits. Thus for example a person
sometimes donates a certain sum of money, andlaiguthat the profits of the asset
shall be used for the purpose of scholarshipsttatents, and appoints a certain person as
being responsible for dealing with the sum of monegcerned and distribution of the
scholarships. In practical terms this type of ditrmamounts to the creation of a public
endowment .

Under the Trustee Law, 5739-1979, the Trustee deuan obligation to register a public
endowment with the Registrar of Endowments.

On many occasions an Amuta is appointed as trustaepublic endowment by a donor
or bestower. In such a case the Amuta is undetyatduegister the endowment with the
Register of Endowments. It should be emphasizettiieduty also exists in relation to
Public Endowments created previously and not ygistered.

If the Amuta has been appointed as trustee of awovement, it must appropriately

express this fact in the financial statement makintgar that this is a case of assets of an
endowment.
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FAMILY RELATIONSHIP AND CONFLICTS OF INTERESTS

General

An Amuta wishing to engage an employee or entato i a Contract with a self-
employed contractor, must take into account theability of the employee or the
contractor in terms of his skills, know-how andlinginess to perform the relevant tasks
etc. Before engaging the employee and after taoogunt the terms of the contract, its
amount and substance, the Amuta must afford an rappty to bidders to offer
themselves on free market terms. It should be ntitatl this does not mean that the
Amuta will be committed to engaging in a tenderprgcess unless this is necessary in
the circumstances of the case by reason of theenafithe Amuta and the nature of the
Contract.

This also applies when an Amuta orders a servicag @roduct from a supplier, it must
check whether in terms of the price, the quality #iis is the best offer that it is possible
for the Amuta to obtain.

These principles are especially valid when the Amsta dual-purpose body, namely
Amutot supplying an essential service to the publicsubstantial scope, such as an
Amuta that is a Burial Society, sports associaéitin

Family Relationship

In the Amutot Law there is no express provisionardgng restrictions in relation to
family relationship within one of the institutiond the Amuta, between members of the
institutions and as between themselves, as wdleaseen Members of Institutions of the
Amuta and the Amuta’s employees.

Nevertheless, and as a consequence of Section 2feofaw which provides that
Members of the Executive Board shall act in theeredgt of the Amuta, proper
management requires the employment of employeasdardance with objective criteria
and taking into account the best interests of thmufa and not according to
considerations of family relationships. Additioyalin certain circumstances, payment of
remuneration to a relative of an Executive Boardrder (either within the framework
of the Amuta or as part of a subsidiary corporatiader the Amuta’s control) is liable to
be deemed a circumvention of Section 33 (a) (2ZhefLaw which provides that a person
shall not serve as an Executive Board Member anasudit Committee Member if he is
providing services to the Amuta for remuneratioheotthan as an Executive Board
Member or Audit Committee Member.

47



Engagement of Employees

The engagement of relatives of Executive Board MambAudit Committee Members or
the Audit Body is liable to lead to a situation afconflict of interests between the
function of the Executive Board Member to act in theerest of the Amuta or the
function of an Audit Committee Member to exercisglapendent supervision of the
Amuta, and the family commitment of the ExecutiveaBI Member or Audit Committee
Member towards the employee, and furthermore tisetteus liable to be a circumvention
of the provisions prescribed in Section 33(a)(2) Section 33(b) of the Law.

Therefore, relatives of Audit Committee Membersobrthe Audit Body shall not be
employed by an Amuta.

However, as to Executive Board Members, it has kstglated that in principle no

more than 10% of employees who are relatives of @itime Members, shall be

employed in an Amuta for remuneration, and altévelt, no more than 10% of the

remuneration paid by the Amuta shall be paid tdgetatives (even if the the number of
relatives thereof is less than 10% of the total beimof employees of the Amuta), other
than in exceptional cases in which the nature efAmuta justifies such an exception to
this rule.

In the Third Schedule to the Amutot Law the terralédtive” is defined as a — “brother,
parent, grandparents, offspring, offspring of a us®oor the spouse of any of the
foregoing”.

In other words a “relative” of an Executive Boardeiber or an Audit Committee
Member in our present case is a husband/wife, brfsister, father/mother,
grandfather/grandmother, an offspring, step-chsidpuse of a brother/sister (in-laws),
stepfather/mother, step-grandparents and the spoiuse offspring (in other words
son/daughter in law) even if the offspring is gsteld.

It should be clarified that “an offspring” is nobly a person’s son or daughter but also a
grandson/granddaughter, great-grandson/great-gtanghter, and so forth.

Family Relationship between Executive Board Memberand Audit Committee
Member

In view of the provision in the Amutot Law, whoserpose is avoiding conflicts of
interest between the Executive Board & the Audithittee, that an Executive Board
Member shall not serve in office simultaneouslyaasAudit Committee Member, it has
been determined as a matter of principle thatativel, as defined above, of an Executive
Board Member, shall not serve on the Audit Comnaitte
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Family relationship within the Executive Board andthe Audit Committee

Generally speaking, when there are more than twmlmees on the Executive Board or
on the Audit Committee, a majority of the ExecutiBmard Members or Audit
Committee Members shall not be inter-related, dnsl $0 as to avoid a situation of a
conflict of interests between the family interemstsl the interests of the Amuta.

Other Conflict of Interests Situations

When a persons' affairs give rise to a situatiorwhich a real concern exists that a
function in the Amuta will not be properly perforchby him in the interest of the Amuta,
the Amuta must avoid allowing such person to penfeuch function.

If an officer of the Amuta is in a conflict of erests situation in a specific matter that
does not preclude him serving in office in the Amnas aforementioned, and the matter is
not prohibited under the provisions of Section 3323 of the Amutot Law (prohibition
on providing services for remuneration by an ExeeutBoard Member or Audit
Committee Member as has been explained above)if &dot a case of a distribution of
profits, the person in such position must refr@om participation in the deliberations
and from expressing an opinion in relation to ttredter.

The Amuta must take care when undertaking trarmactvith bodies connected with the
Amuta, so as to avoid in so far as is possiblegualing prohibited conflict of interest
transactions. In the event of the Amuta decidingriter into a transaction with a related
corporate body, it must impose more stringent temns itself than it would in
undertaking the same transaction with an unreledegorate body.
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SPECIAL PROVISIONS

Dual-Purpose Body

According to Court decisions, situations may pdgsarise in which an Amuta will be
defined as a “dual purpose body”, namely a bodyrtaea private element and a public
element, and accordingly more stringent rules apbly to it, than are usually only
mandatory in the case of public bodies such as Bawent Ministries, Municipalities
etc.

Judgments that have dealt with this subject spesgfseral main elements by which the
guestion is to be examined as to whether the Amswaadual purpose body:

(a) Whether the body’'s action is dominated by atendahvolving an important public
interest.

(b) Whether, and to what extent the body is bemegfifrom being a monopoly.

(c) Whether the body receives direct/indirect budgesupport, or earns its livelihood in
another way from the general body of taxpayers.

(d) Whether there is a close connection with anoirtgmt administrative authority to the
extent that the public is likely to tie the bodystivities with such an authority and
also attribute its shortcomings to it.

(e) Whether the activity of such a body involveligieus, ethnic, traditional or cultural
sensitivities.

There is no conclusive list and in so far as théybmontains more elements that reveal its
hand as being a body possessing public aspectsamiliukie presumption be greater to
view it as a dual purpose body.

Thus for example, a Jerusalem Burial Society wasgeized as a dual-purpose body,
and therefore certain public law—related obligadiarere imposed on it.

The enlarged obligations that are likely to be isgmon Amutot that are dual purpose in
nature, are the duty to act on an especially egait basis, with absolute transparency,
the holding of tenders in line with the requirenseot the Law of Obligation of Tenders
etc.

In so far as the Amuta has more public elementsust also adopt more public law-
related obligations in the context in which it cantk itself.
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Special Law applicable to Amutot

In many cases, in addition to the Amutot Law ane #tandard rules of proper
management, certain obligations will apply to Antutg virtue of a special law that is
likely to apply to them. Thus for example, the Spdraw or the Adoption Law is likely

to apply to some Amutot. In such a case it is obyithat an Amuta must, in addition to
the provisions of the Amutot Law, also comply wilte provisions of the other law that
applies to it. Similarly, if an Amuta undertakesertain activity that requires it to be
appropriately licensed it must ensure that su@nbing arrangements are duly made.

Merger of Amutot

On December 21, 2009, an amendment to the Amutetwas enacted which facilitates
and governs for the first time, a merger betweea 6w more Amutot or between an
Amuta advancing public purposes, one or more, aaRdblic Benefit Corporation, one or
more. The purpose of the amendment was to amtdidmautot wishing, as a result of
economic difficulties or for other reasons, to aditiate their activities.

The merger will be effected, as a general rulesyamt to the provisions of the
Companies Law 5759-1999 (hereinafter — The Compaln@v) in relation to mergers,
and as a result of the merger at least one coipaoratill be liquidated (the designated
corporation) and all its assets and liabilities| w# transferred to the other corporation
(the absorbing corporation). In Chapter 4B of tAenutot Law, the necessary
adjustments have been included that arise fromsgecial nature of the merging
corporations, as well as the special adjustmeigggrfrom the possible merger between
different types of corporations — an Amuta and alielBenefit Corporation. Thus, for
example, the special considerations that have todighed by the General Assembly or
the Board of Directors or the Executive Board, las tase may be, in considering
whether to approve the merger, have been prescrdet they include — aims of the
designated corporation (the corporation that isdpdiguidated as a result of the merger)
vis-a-visthe objectives of the absorbing corporation (theparmation to whom the assets
and liabilities are being transferred), and theetssthat have been accumulated for the
purposes of the merging corporation and the obdéigat for which the merging
corporation has assumed responsibility and in @aetr vis-a-visits donors. It should be
emphasized that it may be the case that the ddraws made a donation to a particular
corporation, for a particular purpose or for parée projects, and therefore it must be
ensured in so far as is possible, that there & @satinuing compliance with obligations
to them, following the merger. The merger requapproval of the Board of Directors
and the General Assembly is also required to agptio® merger by a majority of 75% of
those present and voting (similarly to the majonigguired for the adoption of a
resolution for winding up a company), unless aedléht majority has been prescribed in
this regard in the Company’s Articles or in the Aais By-Laws. In the event of the
merging corporations being related corporationsugh as are defined in Chapter 4B of
the Amutot Law, the merger also requires approvathe Audit Committee or Audit
Body, of each of the merging corporations.
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In addition, the merger will require approval oétbistrict Court after an opportunity has
been afforded to the Registrar of Endowments orRbgistrar of Amutot, as the case
may be, to express his opinion about the proc&hss inter alia is in order to apprise the
Court of the interests of donors who have made tilmmato a corporation wishing to
merge, and also in order to apprise the Court ofpdiance with the legal requirements
by each of the corporations before merging. TherCa its deliberations as to approval
of a merger, is required to examine the objectiséthe merging corporations, the
connection between the merging corporations, ifexigts, and the degree of compliance
of the merging corporations with the provisiongte# law, and all in order to ensure that
the merger is consistent with the public interest will advance the public objectives of
the merging corporations, without prejudice to tbbéligations of the merging
corporations, for examphs-a-visdonors, specially designated donations etc. ThetCo
may make the merger conditional on various arramgesy such as in light of obligations
of either of the merging corporations towards sats.

It is recommended that an Amuta that is consideangerger with another Amuta or
with a Public Benefit Corporation should seek appaie professional advice in
connection with the merger.

In-depth Audit on behalf of the Reqistrar of Amutot

As part of the annual work program of the RegistfaAmutot, the Registrar undertakes
pro-active in-depth audits of Amutot, through Acotancy Firms acting on his behalf.
The number of in-depth audits that are carriedewatry year is between 500 and 1,000.
The audit is carried out in a range of Amutot frdiffierent sectors of activity and having
an annual turnover of differing amounts. The psgof the audit is to check that the
Amuta is indeed acting in accordance with the lesabeing properly managed and is
promoting its objectives. The audit on behalf led Registrar of Amutot is not carried
out instead of other audits on behalf of GovernnMinistries, which generally focus on
professional matters in respect of which specigipsut has been provided by the
Ministry, or that are under the supervision of siihistry.

The audit findings are forwarded by the Auditor wbarried out the audit, to the
Registrar of Amutot, and this is after the forwagliof a draft to the Amuta for its
response, and the Registrar is likely to decidpedding on the findings, on what action
is appropriate: revocation of the Certificate obpar Management, granting an extension
of time for rectification of shortcomings, refert@ a recovery program, and in certain
cases even winding up. The audit findings are lésty to be forwarded for the attention
of other parties, mainly where it is a case of @bh of a special statute that applies to
the Amuta, and for which such party is responsi8ieilarly, there are forwarded to the
Registrar of Amutot for his reference and for hiondeal with, audit reports from other
official parties, such as the Accountant Geneha,Ninistry of Education, etc.

An Amuta whom a Firm of Accountants and Auditors baproached as such, shall fully
cooperate in the furnishing of documents, in prmgdanswers to questions and
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providing assistance to the auditor during hist ¥esthe Amuta. A failure to cooperate
is of itself liable to put at risk the Amuta’'s Gédate of Proper Management, or to
prevent its receipt in the future.

If an Amuta is in the midst of an in-depth audiistdoes not of itself preclude receipt of
a Certificate of Proper Management, unless atrfimli stage of the examination grave
findings have already been revealed, that justfyocation of the Certificate forthwith

until conclusion of the examination. The Amuta trewgmit to the Registrar of Amutot

such documents as it is bound to submit annuafiy, ot to the Examining Auditor,

even if the Amuta is in the process of an in-deqtdit.

Certificate as to Submission of Documents

An Amuta that has not yet been active for two contiee years prior to its application
for a Certificate of Proper Management (whether wu being new or whether due to it
having been inactive) is not entitled to receivE€atificate of Proper Management, but,
in the case of a new Amuta, it may obtain a Cedté of Submission of Documents and
commencement of activity. Such a certificate wik Issued after the Amuta has
appointed institutions as required by law, has stibththe documents that it is supposed
to submit pursuant to the law up to that date,sudmnitted a declaration to the Registrar
as to the circumstances surrounding its establishnh@s carried out basic actions such
as opening a bank account and has proved commentefrativity.

This Certificate is not a Certificate of Proper Maementput it may serve the Amuta
for the purposes of submission of an applicatiotheoTax Authorities for the purpose of
recognition as a “Public Institution”, pursuant fection 46 of the Income Tax
Ordinance.

It is only on the expiration of two years of comtbus proven activity of the Amuta
(irrespective of the date on which it was incorped the submission of the necessary
documents in accordance with the law, and compfianith the Rules of Proper
Management, that the issue of a Certificate of @&rdpanagement to the Amuta will be
considered, should this be requested by it.
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REHABILITATION OF AN AMUTA

General

When there are shortcomings in the functioninghaf Amuta, which justify refusal to
issue a Certificate of Proper Management, the appeimt of an investigator, or
submission of an application for liquidation, blaé tAmuta has expressed its readiness to
rectify the shortcomings, and it is found that tlzeg indeed capable of rectification, the
Registrar of Amutot will consider giving the Amuga opportunity of rectifying the
shortcomings in the framework of a “Rehabilitattecheme”.

A “Rehabilitation Scheme” includes an undertakirfigghee Amuta to act in accordance
with the Registrar’s requirements, when subjec¢hit® being done, a Certificate of Proper
Management or a Special Certificate within the fearark of the Rehabilitation Scheme
will be issued to the Amuta, and which will be rked if the Amuta does not meet the
conditions of the Scheme.

The “Rehabilitation Scheme” will be adapted to tyyge of shortcomings revealed in the
Amutas' functioning. The Scheme will be prepargdhie Registrar of Amutot Unit and
the consent of the Amuta will be required for iteaplementation. In so far as the
shortcomings are more serious, so will the degrfesupervision by the Registrar of
Amutot over the activities of the Amuta increase.

Examples of Types of Shortcomings and Rehabilitatro Schemes

(a) A large financial deficit (a deficit that migbhdanger the continued activity of the
Amuta as a going concern, for example if the defsiceeds 50% of the Amuta’s
revenues for that year):

The Amuta must prepare a program for liquidatihg teficit which includes a

reference to the planned budget, anticipated resswand specific dates. Monitoring
will be carried out by an Auditor on behalf of tRegistrar, who will examine the
quarterly trial balances in order to check that #kmauta is complying with the

program.

(b) Failure to record a singular financial trangagfailure to record one item in the
financial statement/committing of a minor transgres of another law that does not
involve financial irregularities or embezzlement:

The Amuta must submit quarterly reports of the idu@bmmittee, the Executive
Board, or an Auditor. In a case of a shortcomihg Bnancial or accounting nature —
submission of quarterly trial balances.

(c) Failure to record a small number of financrahsactions, insubstantial shortcomings
in the accounting system:
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The Amuta will be required to take one or morehaf following actions: compliance

with procedures that may be prescribed by the Regigith supervision as to their
implementation, participation of the Registrargresentatives in meetings, and
receipt of any document as requested from the Amprteparation of quarterly

reports and trial balance sheets as necessaryceepdat of officials in the Amuta,

demand for refund of moneys and filing of clainfspwsld this be necessary.

(d) A high frequency of failure to record financishnsactions/defective book-keeping/
expenses or loans that are not consistent withobijectives of the Amuta, or the
Rules of Proper Management/embezzlement of the Amwufunds/financial
management via a bank account of a member of theit#@failure to submit
accounting documents to the Registrar of Amutot@fseompanies not in line with
the objectives of the Amuta/ committing of seriamffences that are not connected
with financial irregularities or embezzlement:

An overseeing financial controller will be app@adtfor the Amuta on behalf of the
Registrar of Amutot.

The Amuta shall proceed in accordance with theat®s of the overseeing financial
controller, which shall include one or more of thbowing matters: compliance with

procedures under supervision of the overseeingndiad controller as to the

implementation thereof, the overseeing financialtcgler having a right of veto over
financial transactions (some or all of them), mapation of the financial controller in

meetings and submitting of any document that maydogiired from the Amuta,

preparation of quarterly reports and trial balandesecessary, replacement of
officials in the Amuta, demand for refund of monasl filing of claims, should this

be necessary.

(e) General legal shortcomings:
The Amuta will be required to take specific actida rectify such a shortcoming.

¢ Note — the foregoing are merely stated for the psep of examples only. The
Rehabilitation Scheme will be formulated accordioghe specific circumstances
applicable to each individual Amuta.

Following formulation of the Rehabilitation Schem#he Amuta will sign an

undertaking to implement the Scheme, and in a icasdich an external supervising
body or an overseeing financial controller is appei, the Amuta will sign an
agreement with regard to remuneration with suchybadfinancial controller (the

remuneration will be paid by the Amuta).
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ADMINISTRATIVE FINES

The Administrative Offences Law, 5746-1985 (herftgra“The Administrative
Offences Law”) provides that specific criminal oftes will also be defined as
administrative offences. Under the Administrativeffe@ces Law, a person
committing an administrative offence will have amanistrative fine imposed on
him as a substitute for the filing of a criminaldictment. In March 2004, the
Administrative Offences Regulations (Administratitne — Amutot), 5764-2004,
were published (hereinafter “The Administrative @ites Regulations”). It is
provided in the Administrative Offences Regulatidingt various offences defined in
Section 64A of the Amutot Law shall be defined admAnistrative Offences, and
under such regulations an administrative fine artingrio between NIS 1000 — 2000
will be imposed, with the addition of a fine in pest of continuing offences, on an
Amuta or on any person who has committed a breddblmations enumerated in
Section 64A of the Amutot Law.

As detailed in Section 64A of the Amutot Law, sucline may be imposed due to
failure to keep a register of Amuta members, astegiof Executive Board members
and account books, due to failure to hold a Genssakmbly as required in Section
20(a) of the Law, due to failure to keep minuteseaiired in Section 23 of the Law,
due to failure to afford a right of viewing as ré&gd in Section 35(b) of the Law, due
to failure to submit documents to the Registrar, et

The Registrar of Amutot imposes administrative gine respect of a breach of the

obligations detailed above, both on Amutot and oreddtive Board Members
responsible for a breach of such obligations.
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LIQUIDATION AND PROHIBITION OF SALE OF THE AMUTA

Liguidation at the Amutas' Initiative

An Amuta that wishes to terminate its existence tneumngage in a process of voluntary
liquidation (unless it wishes to merge with anotAeruta or with another Public Benefit
Corporation pursuant to the provisions of Chapigofithe Amutot Law).

The Amuta may initiate liquidation proceedings ifleclaration of solvency is provided
to the Registrar, pursuant to the procedures @etail Sections 43-47 of the Amutot
Law.

Additionally, in the context of Amendment No. 12ttee Amutot Law, Sections 49 and
50 of the Law were amended and the option of an tAmuitiating liquidation
proceedings in Court was added, subject to thellfoént of one of the following
conditions :

1. The Amuta has adopted a resolution of liquatatat the General Assembly of the
Amuta by a majority of two thirds of those votingtlae Assembly in respect of which
21 days advance notice was given to all membetheofAmuta, stating that such a
resolution of liquidation would be proposed at theeting.

2. The Amuta is unable to pay its debts (Sectigd ¥6f the Amutot Law).

3. It would be right and just that the Amuta beuidpated (Section 49(5) of the Amutot
Law).

No transfer of the Amuta’s assets shall be madpaatsof the liquidation proceedings,
unless performed in accordance with Section 45hefltaw. In the event of assets
remaining after payment of the Amuta’s debts, thayst be dealt with in accordance
with the provisions of Section 58 of the Law, andistnnot be distributed between
members of the Amuta.

Process of Voluntary Liguidation

The following is a procedure that has been fornedldty the Registrar of Amutot Unit in
relation to the process of voluntary liquidation:

The voluntary liquidation of an Amuta will occur ihe manner prescribed in the Amutot
Law, 5740-1980 (Chapter 7 Article 1), as well asa@gordance with the provisions of the
Amuta's By-Laws that deal with the liquidation of Amuta.

The voluntary liquidation procedure enables the e to liquidate the Amuta without
being subject to the instructions of the Courtfathe Official Receiver.

The Liquidator is appointed by the members and aoter their supervision or the
supervision of the Audit Committee.
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The following are details of the steps which mustdken by the Amuta until conclusion
of the voluntary liquidation procedures.

A.

1.

Declaration of Solvency

The basic condition for voluntary liquidationtie solvency of the Amuta.
It should be noted that it is the responsibilifytioe Executive Board Members to
examine the situation of the Amuta and as to iteeswy.

A majority of the Executive Board Members mustrsitla declaration signed before
an Attorney, to the Registrar of Amutot, in whi¢hsi stated that they have examined
the state of the Amuta’s business and are satisfiatlthe Amuta will be able to
discharge its obligations in their entirety, witranyear after liquidation has begun
(Section 44 of the Law).

In an accompanying letter, details must be setbtihe number of Executive Board
Members and whether the members signing the déciareonstitute a majority of
the Executive Board.

First General Assembly

After submission of the declaration, a Genesdeinbly must be convened.

The Assembly will be convened by giving early netito members as to the
convening of the Assembly, stating that the Assgmhbill be asked to adopt a
resolution of liquidation (Section 43(a)).

The notice shall be sent 21 days prior to the eamg of the Assembly.

The notice must be sent to all the membersateatecorded in the members’ register
and the holding of the General Meeting must beexilip the provisions of the Law

and the By-Laws and in particular with regard te grovisions relating to a General
Assembly resolving to liquidate the Amuta.

The Assembly shall adopt a resolution for vadmptliquidation of the Amuta and
appointment of a liquidator or liquidators. Theuiidator can be one of the members
of the Amuta.

The resolution shall be adopted by a majority wab-thirds of those voting in the
Assembly, or by a larger majority if so prescritvedhe By-Laws.

The minutes of the General Assembly shall beexigwith the original signatures of
two of the Executive Board Members, and it shallst&ted therein that that the
requirements as to early notice and attendancbeofrtembers have been complied
with.
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C.

Functions of the Liquidator

The process of liquidation shall begin after tmeeks have elapsed since adoption of
the resolution, unless a later date was decidéteadssembly (Section 43(c)).

From the beginning of the liquidation, the Amstall no longer continue with any
activity, except for actions that are necessaryctonpleting the liquidation, and any
power to act on behalf of the Amuta shall lie splglth the Liquidator (Section 55).

The Liquidator shall, within two weeks followinigis appointment taking effect,
publish a notice as to the liquidation of the Amusad calling therein upon the
Amuta’s creditors to submit their claims to him hwt a reasonable time as set out in
the notice (Section 46).

The notice shall be publishedReshumogand in two daily newspapers appearing in
Hebrew.

If a majority of members of the Amuta are Arabeskers, the notice shall be
published in a daily newspaper appearing in Arabic.

The publication irReshumoshall be placed by the Ministry of Justice. Distabout
publication can be obtained from Telephone numb216466333.

The following is an example of a version of tizgice:

Name and Number of the Amuta

Notice ofliquidation of the Amuta

At the General Assembly of the Amuta dated it was resolved to liquidate

the Amuta and to appoint Mr./Ms as Liquidator of the
Amuta

(Name and address for the submission of claims)

All creditors of the Amuta must submit their claitasthe Liquidator, at the above address, within

twenty one days of the date of the publicatiorhif hotice.

Name of the Liquidator

6.

The functions of the Liquidator are:

(&) To receive the assets of the Amuta and colleetdebts due to it from the
members and from others;

(b) To realize the assets of the Amuta to the éxtuired for payment of its debts;

(c) To pay the debts of the Amuta including thets@s$ liquidation.
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If a liability of the Amuta is being transferred &nother body that is prepared to
assume responsibility for the debt, written appronaust be sent to the Registrar
of Amutot from such a body to the effect that is@®es responsibility for such

obligation. In addition, the consent of the credib a transfer of the debt to the
other body will also be required.

(d) With regard to the remainder of the assets esdahmust be dealt with in
accordance with the provisions of Section 58 ofAhmutot Law.
After the debts of the Amuta have been paid ih tbhe assets must be dealt with
in accordance with the provisions of the By-Lawsd @anovided that the Registrar
of Amutot is satisfied that there is nothing in §ad provisions that could lead to
the assets of the Amuta being distributed, eithexcty or indirectly, after its
liquidation, to members of the Amuta or to its fders, or to the assets being
transferred, directly or indirectly, for purposémit do not closely resemble the
objectives of the Amuta (it should be noted thahére was an explicit provision
in the By-Laws prior to June 21, 2007 that provideak the assets of the Amuta
were to be transferred for a particular purposea particular body that do not
closely resemble the objectives of the Amuta, il Wwe possible to proceed in
accordance with such a provision, subject to theaieing provisions of the law).
In the absence of any such provisions in the Bwyd,eor in the absence of any
practical possibility of proceeding in accordancihwhe provisions of the By-
Laws, such assets shall, as directed by the Coeidedicated for such purpose as
the Court has determined as being closely resemtiim objectives of the Amuta.
Notwithstanding the foregoing, it can be providedthe time of transfer of an
asset to the Amuta that following liquidation, sadset shall be transferred to the
person who provided it to the Amuta or to such ofterson as the transferor of
the asset has stipulated.

7. The Liquidator must perform his function efficty and fairly, impartially and in
accordance with the provisions of the Amutot Law.
The Liquidator is not an independent body buteatin organ acting on behalf of the
Amuta during the liquidation, and not on his ownh&lé because the Amuta
continues to be an independent body althoughgt leapacity is restricted.
The Liquidator may incur personal liability becausf his actions as part of the
liquidation, such as, if he exceeds his authoritiias acted unlawfully with the assets
of the Amuta.

8. Any member of the Amuta or any of its institusp any employee of it and any
person or body that was formerly one of the abowast, at the request of the
Liquidator, deliver to him any document in his pesson and any information
concerning the business of the Amuta or its affg@ection 57).

9. The Liquidator shall prepare a report concerminggliquidation.
In such report a general explanation will be pded concerning the activities of the
Amuta prior to the liquidation, its establishmengames of the Executive Board
Members, the reasons for the liquidation, the naofidke Auditor and the Attorney
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10.

of the Amuta, listed details of the bank accoumtsdetailed breakdown of the

Amuta’s assets, significant events that have oedum the Amuta, creditors and

claims against the Amuta. Subsequently, all sutiorzs as the Liquidator has taken
in his capacity as Liquidator will be detailed, redy receiving the assets and
realizing them, submission of claims and collectadrdebts, payment of debts and
proof of debt procedures, and what has been dotietia rest of the assets (Section
47).

The report is to be forwarded to the Audit Cdttem or the Audit Body, and they

shall approve the report.

The provisions of Section 37 will apply to thigpoet, mutatis mutandisin other
words the Liquidator's Report will be examined by Auditor when it refers to an
Amuta that is obligated to appoint an Auditor un&esction 19 (c), or when the
Registrar has so directed on his initiative, ahatrequest of the Audit Committee, or
one-tenth of all the Members of the Amuta.

The Final General Assembly.

The Liquidator shall convene a final Generaleksbly and present the Report for its
approval.

The Liquidator shall submit a copy of the Repamd the Minutes of the General
Assembly (Section 47(b)) to the Registrar,. The WNis of the General Assembly
shall be signed with the original signatures of afohe Executive Board Members.

General

A voluntary liquidation shall not derogate fraime power of the Court to issue a
liquidation order. If a liquidation order is issubg the Court, the liquidation by the
Court will be deemed to have commenced on the dhteommencement of the
voluntary liquidation.

The Court may, at the request of the Liquidatomf a member of the Amuta or of a
creditor, give the Liquidator instructions in angtter pertaining to the liquidation.

The documents that must be submitted to thesRagiof Amutot are:

An Affidavit of a majority of the Executive Boamllembers, Minutes of the first
General Assembly, a copy of the publication in waly newspapers, a copy of the
publication inReshumotdocumentary proof of transfer of funds and assetsbther
Amuta, stating the name and number of the recipentita, the Liquidator's Report
approved by the Audit Committee, Minutes of thalfiGeneral Assembly including
completion of the liquidation, financial statemefusthe last four years.

At the conclusion of the process the Registfakmutot will issue a certificate as to
conclusion of the voluntary liquidation procedures.
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Prohibition of Sale of an Amuta

Section 17 of the Amutot Law provides that “Memlbgpsin an Amuta is personal and
cannot be transferred and cannot be inherited”.d&sinct from a company, Amuta
members have no proprietary right in an Amuta; tinegy neither sell nor transfer
membership in the Amuta to another.

It is not therefore possible to sell an Amuta.Ha event of the Amuta wishing to transfer
its activity to another Amuta, with similar objeats, it must adopt a resolution to that
effect at the institutions of the Amuta. In the e&asf a transfer of all the Amuta’s
activities, the transferring Amuta must effect agee with the other body pursuant to the
provisions of Chapter 4B of the Amutot Law (see\a)oAlternatively, the transferring
Amuta may transfer its activity in the context bétliquidation procedure. In such a case,
the absorbing Amuta must adopt a resolution atrtsttutions of the Amuta as to receipt
of the activity and must assume personal respiitgilwvith effect from the date of the
transfer, for all the liabilities and rights en&ltherein.

Prohibition of Transfer of the Amuta’s Assets to it Members after Liquidation

In accordance with Section 58 (a) of the Law, iptiehibited to transfer an asset of the
Amuta to any of its members after voluntary liquida of the Amuta or after liquidation
under a Court Order, and such prohibition alsoiapgb an asset provided by a member
of the Amuta to the Amuta prior to the liquidatidfor the aforementioned asset to be
excluded from the applicability of the aforemeng&dnprohibition, the Amuta must
prescribe on the date of transfer of the assethenBy-Laws or in an agreement, that
upon the conclusion of the liquidation it shall tie¢urned to the transferor member or to
such other person as he shall stipulate, pursoa®edtion 58(b) of the Law.
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