





Asset Servicing Risk

Summary

Issuers are obliged by law to supply TASE with all corporate action information which is nearly simultaneously accessible on the ISA
website. The depository has not disclosed whether it accepts any responsibility for any deadlines that are missed when instructions
are sent within the deadline. However, TASECH is subject to the general civil law although specific liability has not yet been tested in
court. TASECH does not provide corporate governance services since Israeli Law establishes that voting can only be exercised in
person.

Information processing

According to current regulations, issuers must submit to the ISA all reports required by law including all corporate action
information through the ISA secure site called MAGNA. The reports sent to the ISA are simultaneously received by TASE computer
system. It takes about 2 to 20 minutes to get published in MAYA, the TASE website for companies’ reports, and in MAGNA, This
slight delay gives TASE time to halt trading in case very sensitive information is being disclosed (e.g., financial report, full tender
offer, dividend yield of greater than 10%).

The information is entered into TASE's computer database automatically, although TASE will add a subject line to the information
when it publishes on MAYA. This header is added at the time the information is received during the day, or if the information is
received overnight, the header will be added to the information in the morning, but the information received overnight will still be
published on MAYA automatically when it is received. The only information that is entered manually and double checked is
information that originates from TASE. All information becomes available to TASE, TASECH and all participants instantaneously.
Members and traders are also alerted via a pop-up window in cases of fundamental information.

The details of payments are entered into the TASE mainframe computer on a manual basis with the information derived from the
prospectus and from current reports. This information is double checked by TASECH. TASECH will contact the paying company or
nominee in cases where the information seems to be incorrect or incomplete.

TASECH will advise participants on the day prior to record date about mandatory and voluntary corporate actions entitlements
where the participant has a position. In addition, the TASECH will publish a report on the 16th day of each calendar month detailing
all relevant corporate action events to all members.

Custodians can manually capture information from MAYA using Smart Agent, which can then be filtered according to events and
disseminated to their clients.

Instruction processing

Under the TASECH by-laws, all corporate action instructions are required to be routed through the depository. Participants send
their instructions via the proprietary electronic system, fax, email and post. TASECH does not receive instructions via SWIFT. Some
instructions, e.g., requests to exercise options/rights, tax exemption, proxies, requests for voluntary redemption, are received as
hard copies via messenger. The depository manually captures instructions from clearing members and inputs them to the
mainframe. Incorrect instructions are returned to participants and the TASECH expects either a correction or a new instruction.
TASECH does not provide reminders to participants when instructions are not received on time as the dearing house is not aware of
the details of the beneficial owners.

Corporate actions related to the exercise of warrants and convertible bonds, early redemption, stock/share dividends, tender offers,
mergers, reverse stock splits, and the conversion of ETF to the underlying securities are all conducted manually.

TASECH will confirm back to participants that the instructions have been executed and the results on the day of the event. All
corporate action events are summarised in the 400 Report compiled by TASECH and picked up by members from the TASECH office
at the end of the day. The CSD provides value on due date by crediting and debiting cash and securities same day. Entitlements are
credited on an actual basis only (i.e. upon receipt by the depository). TASECH settles all payments on pay date using ZAHAV.

Proxy Voting

Under the new Companies Law, the right to vote in shareholders’ meeting (not corporate bonds) is based on the beneficial owner’s
holdings as of Record Date. Investors that attend general meetings are not restricted from selling their shares (partially or entirely)
after Record Date.

An investor wishing to vote, or appoint a Proxy, must receive a certificate of ownership from the Custodian holding their account/s.
The certificate of ownership will include the number of shares in the account as of the Record Date for the meeting (i.e. the number
of shares that the customer can vote at the meeting). Under the provisions of the Companies’ Law 1999, the TASECH participant
can issue an ownership certificate, as of the record date of the meeting and the owner can use this to exercise their voting rights.
There is no need for the nominee company to validate these ownership certificates. The law stipulates that the investor is free to
sell the securities after the Record Date as the entitlement date for the meeting is the Record Date.



Holders of other type of securities (bonds and options) may vote by proxy and the TASECH provides the nominee company with a
written confirmation of the participants’ positions as of record date for convertible assets such as warrants and convertible bonds.
As with equities, holders of these instruments that confirm attendance undertake not to sell the securities before the meeting.

In order to encourage shareholders to participate and to vote in General Meetings (GMs), the Government has amended the
Companies' Law, removing the requirement to be present at the general meeting. The changes took effect from 2 April 2006 and
allow shareholders to receive information or send their voting instructions by proxies (mail/ e-mail). Companies willing to receive
voting instructions via proxies should have announced it at their general meeting. Afterwards, investors will be allowed to send their
voting instructions to the company, but a certificate of ownership must be provided. However, the change will generally not impact
foreign investors since most companies do not publish information in English.

Other services

TASECH offers additional services such as subscription and redemption services for funds when requested as well as exercising
warrants, converting convertible debentures and exercising rights.

The TASECH also provides a tax reclaim service although it is restricted to crediting a members' account if the reclaim is paid via the
TASECH. The actual interface with the Israel Tax Authority (ITA) is through the local custodian who holds the final beneficial
holdings.

Asset Servicing Risk - Key indicators
Information processing

Securities covered
Depository-eligible securities

Information sources used
TASE

Information provided in English
No

Number of Events during last full year

Dividends

Dividends - 665
Dividends of mutuals - 90

Interest & Redemptions

Interest - 2,325
Redemptions - 1,041 (Early - 26; Partial - 919; Final - 105)

Corporate actions

Rights allocations - 15
Lapse of options - 63
Lapse of rights - 15

Notification via
Proprietary electronic, fax and email

SWIFT message types
No

Notification within
Same Day

Information processing comments
Information is provided in English on the English version of TASE's website.

Instruction processing

Use of depository
Market Practice



Settlement on due date
Yes

Optional corporate actions supported
Yes

Cash account credited
Yes

Central paying agent
N/A

Entitlements based on
Traded Positions
Proxy voting services

On-line
No

Outsourced
No

Announcement of meetings
No

Elections (Voting)
No

Results reporting
No



Financial Risk

Summary

From September 2006, the TASECH became a wholly owned subsidiary of the TASE. Although TASECH is legally independent of the
TASE, its revenues and expenditures are directly attributed to the TASE, as they are affiliated operationally.

The main area of Financial Risk is TASECH’s exposure as a central counterparty whereby should other resources such as the Risk
Fund be insufficient to cover the obligations of a defaulting counterparty, at some point the capital of TASECH may be called upon.
TASE has previously experienced operational losses, although it has recorded increasing net profits over the past few years. Given
TASE's heavy dependence on trading income, revenues have historically been unstable, mirroring variations in annual trading
volumes.

Financial and other Resources

Capital Structure

Shareholder’s equity for the financial year 2007 was NIS 33.63m (USD 8.72m), up 8.7% from the NIS 30.93 million (USD 7.34
million) in capital in 2006. TASECH issued 30 million ordinary shares, with a nominal value of NIS 1.00 to increase its capital in
2006, the clearing house has been authorised to issue 100 million shares.

Earnings Performance

After TASECH had experienced a strong increase in net income of 503% for the financial year 2003 to NIS 235,000 (USD 53,482), it
then experienced a fall in 2004 to NIS 108,000 and NIS 129,000 in 2005. In 2006, TASECH’s net income rose to NIS 909,000,
mainly due to a massive increase of income from deposit. Similarly in 2007, financing income grew significantly to provide for a net
profit of NIS 2.69m (~USD 700,000). In 2008, the net income decreased to NIS 408,000, mainly due to losses made in the
company's investment portfolio.

It is important to note, however, that TASECH’s income is limited to financing income (mainly income from deposits), as the clearing
revenue is attributed to TASE. However, consideration is being given as to how to separate out the clearing fee from the trading fee
in order to properly ascribe this revenue to the Clearing House.

Under the law, the stock exchange is not allowed to distribute its profits, so any profits made are retained by TASE.

Any change in the fee structure requires the approval of the boards of TASECH and TASE and approval from the Israel Securities
Authority.

Guarantee Funds (Central Counterparty Funds Only)

A pooled risk fund was introduced in May 2002 with an initial funding of NIS 150 million (USD 30.3 million), which is also the lower
limit for the fund. The value of the fund as at March 2009 was about NIS 1,020 million (~USD 250 million). The value is updated
twice a year on the basis of the average daily cleared amount in the preceding six months. The members deposit either cash
(minimum 25%) or government bonds to fund their share in the Risk Fund.

Access to Credit

The clearing house has a standing line of credit of NIS 30 million with TASE. TASECH has arranged a credit line worth NIS 30 million
from Ubank.

Insurance

TASECH is insured under a joint Insurance Program, as described below, maintained by the Tel Aviv Stock Exchange with the
Phoenix Insurance Company Ltd. of Israel for the period 1 February 2008 until 31 January 2009 except for the Financial Services
Professional Indemnity and the Directors & Officers Indemnity insurances which are in force for the period 15 February 2008 until
31 January 2009 (all the above both days inclusive):

The Financial Services Professional Indemnity insurance includes a Limit of Indemnity of USD 50 million per claim and in the
aggregate covering legal liability as a result of any claim filed against the Assured during the Period of Insurance, arising out of any
negligent act, error or omission in the conduct of the Assureds’ business (including any dishonest, or fraudulent act or omission) as
well as covering financial loss sustained by the Assured due to any dishonest or fraudulent act by employees of the Assured. The
policy is subject to a deductible of USD 50,000 and in respect of each and every claim.

The Directors & Officers Liability Insurance includes a Limit of Indemnity of USD 50 million per claim and in the aggregate covering
the legal liability of directors and officers of the Company (i.e. TASE and its subsidiaries, including TASECH) as a result of any claim
filed against them during the period of insurance due to any wrongful act committed by them in the conduct of their duties as
directors or officers. The policy is subject to a deductible of USD 25,000 per claim, in the event that the directors or officers be
entitled to indemnity from the Company, otherwise nil.



There is also an Extended Fire Insurance including Earthquake and other Natural Perils that cover buildings and contents (other
than IT systems), subject to a deductible of USD 5,000 for each and every insured event other than those due to earthquake and
other perils of nature. The latter are subject to standard deductibles practices in Israel not exceeding USD 1.25 million per insured
event.

A separate insurance policy covers all IT systems (including the DR site systems), which has a deductible of USD 2,500 for each and
every insured event other than due to extended fire perils (covered above).

The Terrorism Property Damage Insurance covers property upon a first loss basis up to USD 10 million, subject to a deductible of
USD 25,000 for each and every insured event.

The Mechanical Breakdown Insurance covers major electro-mechanical systems such as lifts, central air-conditioning, and stand-by
generators, with a USD 2,500 deductible for each and every insured event.

There is also a General Third Party Liability Insurance subject to a limit of USD 10 million in any one occurrence or aggregate, with
a deductible of USD 1,500 for each and every insured event

The Employer’s Liability Insurance has an indemnity limit of USD 10 million on any one occurrence or in aggregate, subject to a
deductible of USD 1,000 for each and every insured event. The All Risks Property in Transit Insurance is subject to a USD 1,000
deductible for each and every insured event.

Potential Claims on Financial Resources

Credit Loss

TASECH does not provide credit facilities or advance loans to its participants. ‘Technical shorts’ on securities could be considered as
a securities overdraft and are covered by the purchase price plus a margin. Any discrepancy between the original transaction value
and the buy-in price is covered by the Risk Fund.

Central Counterparty Exposure

In order to avoid failures, the TASECH acts as a central counterparty to all TASE and MTS transactions. TASECH's liability as central
counterparty in the case of a settlement fail is limited to price risk, which is backed by the Risk Fund. In the event of non-payment,
control of securities is transferred to TASECH who arranges payment to the seller, using funds from the pooled risk fund.

Liability for Operational Losses

The TASECH accepts liability for direct losses caused by the theft of securities, or errors, omissions and fraud by the depository.
These claims would be covered by the TASECH's insurance policy. However, there is no cap to the value of a claim against
TASE/TASECH; hence it is not guaranteed that insurance would be sufficient to cover any claim. Furthermore, TASECH is subject to
the general civil law although specific liability has not yet been tested in court.

There have been no claims against TASECH in the last 5 years.

Investment in Infrastructure

The TASECH plans to completely automate its interaction with its members, including but not limited to transfers, withdrawals,
deposits and tax exemptions, and corporate actions services. However, it should be noted that the TASECH uses TASE's
infrastructure, including their staff and computers.

TASE (including TASECH) is also planning to build a new building to house its operations. This will be rolled-out in a three-year plan,
which commenced from mid-2008. The budget for the building is estimated at NIS 162 million (~USD 40 million), to be funded by
the reserves and possible loans from banks.

TASE is in the middle of a project to establish a hot DRP site which should be completed in 2010-2011.

Financial Risk - Key indicators

Ownership of the CSD

Number - Domestic Number - Foreign Total Percentage
Central Bank 0 0 0
Stock Exchange 1 0 100
Participant banks 0 0 0

Broker/dealers 0 0 0



Mutual funds 0 0 0

Private clients 0 0 0
Others 0 0 0
Comments

TASECH became a 100% owned subsidiary of TASE in September 2006, after TASE bought out the shares held by TASE
members.

Statistics
Capital structure Local Currency
Issued capital 30,000
Reserves (2,841)
Retained earnings 6,042
Total 33,021
Comments

Statistics (in NIS thousands) as at 31 December 2008

Lines of stock

2005 2006 2007 2008 2009
Lines of stock N/A N/A 1,545 1,551 -
% Stock Exchange 100 100 100 100 =

transactions cleared and
settled through CSD

Total value of securities NIS 790 billion NIS 1,017 billion = NIS 1,188 billion | - -
under custody

Comments

Lines of stock for 2008 include 642 shares, 553 corporate bonds and 40 government bonds listed on both TASE and TASECH, as
well as 316 bonds only listed on TASECH.

Equities
2005 2006 2007 2008 2009
Market Value 563,800 681,900 904,700 507,900 =
Comments
Statistics as at December in NIS
Fixed Income
2005 2006 2007 2008 2009
Market Value 367,000 417,800 582,300 645,000 =
Comments
Statistics as at December in NIS
Money Markets
2005 2006 2007 2008 2009

Market Value 87,200 88,200 69,600 72,000 =






Operational Risk

Summary

Operational audits are undertaken by the internal auditors of the TASE at least twice a year and by independent external
accountants on an annual basis. TASECH uses Deloitte & Touche as their external auditors, and, Sharony Shefler & Co. as ‘internal’
auditors to audit the operational controls.

Physical documents are retained for 7 years and computer records for a period of 12 years.

Electronic communication with TASECH is via the internet (the TASECH's Extranet system), fax or dedicated secure leased lines,
password controlled (rotating pin number) with user lock-out after three unsuccessful attempts and are changed every three
months.

Access to the TASECH building is controlled by armed guards and electronic keys with personal ID cards.

TASECH has an off-site back-up facility and a business recovery plan which requires the back-up of all computer files and data to be
stored securely off-site. In the event of a failure the main system can be reactivated within a period of 1 to 4hrs while the back-up
system can be activated within a period of 8hrs. The business recovery plan has not had to be activated during the last three years.

Depository controls

Certificates representing the holdings under the control of TASECH are held in the vaults of four commercial banks and the Israeli
central bank, registered in their respective nominee names. The registrars are independent of the banks and TASECH.

Each of the banks is responsible for ensuring that the certificates are retained according to acceptable standards and are liable for
any damages resulting from their failure to achieve this. The banks are also responsible for handling corporate actions. It must be
noted that the banks concerned are the leading Israeli banks, who have never sustained major losses. The banks are appointed by
the issuer, who is likely to have to take on any resultant losses, although this has never been tested. Safekeeping standards at the
banks are of variable standards.

All TASECH members are required to segregate proprietary and client assets in their accounts. Foreign and domestic clients are
commingled in the omnibus client accounts maintained at TASECH.

Clearing controls

In order to settle cash and /or securities, TASECH has a direct linkage with the RTGS payment system operated by the Bol. Their
systems communicate through SWIFT messages to enable movement of cash, and also securities (only government bonds and
MAKAM), with no manual intervention.

It is mandated by the TASE by-laws that brokers check the securities positions before trading and there is a process of occasional
checking by the Surveillance and Membership department of TASE to ensure this happens.

Pre-matching of OTC trades can occur via telephone. The clearing of OTC trades using the Extranet now utilises dual-sided
confirmation, where both parties input the trade details which are then matched by the system. Dual-sided confirmation was
introduced in October 2008.

Participants receive settlement confirmation reports which include reason codes for failed settlements after each batch. At the end
of every trading day, TASECH produces the 300 (hardcopy and electronic) and 400 (hardcopy only) reports which are used for
reconciling holdings and activities of clearing participants undertaken during the trading day. Fixed income and equity holdings are
reconciled daily and any discrepancies need to be reported to TASECH the following day. Report 300 details all movements of
securities. Report 400 is specifically for corporate actions. This, however, does not include all activities (e.g., conversion of options,
IPOs).

Every month, TASECH also electronically transmits data to members and nominee banks which are then used to reconcile with data
they hold on a per-security basis.

Data processing controls

TASECH data processing and recovery facilities are provided by the TASE. There is a separate back-up site with all records being
backed-up and stored at a separate location.

Security to internal systems for TASECH staff is augmented by a random pin generator complementing designated user access
profiles which segregate available system functionality by role. This segregation also applies to external system users. A system log
and monitoring application called SIMSOC reads users’ applications usage to assess whether any irregular activities are taking place
in the systems. The application also monitors system job schedules and timings to validate that they are triggered on time.



The IT department contracts outside auditors to conduct IT security tests, code review, and ethical hacking (penetration test). The
latter is done at least on an annual basis. The trading systems are tested more frequently using the expertise of several external
companies. In 2007, a risk manager has been hired in the IT department. Systems, procedures and operations are regularly
audited. A special IT audit has been scheduled with PriceWaterhouseCoopers in 2008. Furthermore, HP also offers ongoing HP
critical support hired to check HP systems for stability and redundancy.

Disaster Recovery/Business Continuity Procedures

A Disaster Recovery and Business Continuity plan is in place which includes the backing-up of all computer files, the storage of data
off-site, the use of an off-site facility (disaster recovery site) and requiring that all back-up files are safely stored. The DR site is
located about 32 kilometres from Tel Aviv. In the event of a failure, the main system could be re-activated within 4 hours and the
back-up system within 24 hours. Data from T+1 transactions are mirrored in real-time. TASE upgraded its contingency facilities in
2002 to facilitate trading and settlement at full capacity from an off-site location. All members have a live connection to the back-up
centre, which is tested twice a year, as well as a live wireless connection.

TASECH conducts tests on the DR site using the previous day’s data and has done so with the majority of large participants. It does
not conduct tests of the DR site in a live environment. A DR test involving the Bank of Israel and all TASECH members was
conducted just prior to November 2008. The business recovery plan was last tested in July 2008 and the policy is to conduct a full
test annually.

TASE is in the middle of a project to establish a hot DRP site. This project should be completed in 2010-2011 and then TASE will
review its DRP and BCP tests.

Depository Liability

The TASECH accepts liability for direct losses caused by the theft of securities, or errors, omissions and fraud by the depository.
These claims would be covered by the TASECH's insurance policy. TASECH is subject to the general civil law although specific
liability has not yet been tested in court.

Systems Performance
The mainframe IT systems had an uptime of 99.95% in 2007. Systems capacity is constantly monitored and reviewed, and
hardware updated or replaced as appropriate.

Operational Risk - Key indicators

Control objectives identified by the CSD match standard objectives
Yes

Key controls and procedures are identified by the CSD
Yes

Independent evidence exists that key controls and procedures have operated effectively through the last year
Yes

Material errors have been identified
No



CSD on CSD (Credit) Risk

Summary
TASECH's sole CSD link is with the Depository Trust & Clearing Corporation (DTCC) in New York, however a European link is planned
with Euroclear Bank.

CSD - CSD Links
TASECH maintains a two-way FOP link with the Depository Trust & Clearing Corporation (DTCC), USA. The link is used to facilitate
the settlement of Israeli firms’ dual-listed securities.

TASECH has also appointed Citibank Worldwide Securities Services (CWSS) as the custody and settlement agent of the exchange
and its members for the US market.

TASECH is planning to introduce a link with Euroclear in order to facilitate clearing and settlement of securities that are both traded
in Europe and Israel.

CSD on CSD (Credit Risk) - Key indicators

International Links: List of international links established and/or planned by the CSD
Depository Trust Company (USA).



Governance and Regulation

Management and governance of the depository

TASECH began operating in 1962 but was registered as a limited company in 1966 separate from The Tel Aviv Stock Exchange Ltd
(TASE), but functionally it was an integral part of the TASE. The Board of Directors took a decision in March 2005, to change
TASECH from a limited company with no share capital into a company with share capital and owned by TASE. The first phase of the
plan was completed in August 2005 when the court of law ratified the arrangement between TASECH and its members and TASECH
became a company with share capital in accordance with section 350 of the Companies Law. The second phase was completed in
October 2006 whereby the TASE bought the shares of the TASECH from the shareholders, subject to their consent, to transform
TASECH into a wholly owned subsidiary of TASE.

The board of TASE appoints seven directors to the board of TASECH and the members appoint a further seven directors. Also the
general manager of TASE is automatically appointed as a director. Thus there is a maximum of 15 directors in total. The board of
TASECH sets its by-laws which are subject to the approval of the board of TASE, which also approves all TASECH principal and
policy decisions.

The staff of TASECH are all employees of TASE. Staff members are required to have appropriate qualifications - a BA in economics,
with preference for an MA in Finance - and TASECH will help its employees achieve an academic qualification.

Regulatory and independent examination of the depository

The TASECH is regulated by the Israeli Securities Authority according to Sections 50B and 50C of the Israeli Securities Law. The
TASE acts in the capacity of a self-regulatory organisation (SRO). ISA has regular formal meetings with the TASE, at least four times
per year. The ISA must approve and change in fees sought by TASECH and TASE.

The depository does not have any internal audit but independent external auditors, Sharony Shefler & Co. C.P.A., undertake a
five-year rolling audit of operational controls. Deloitte & Touche have been appointed external auditors for the financial accounts.
The IT department selects specialists to provide an IT audit on specific applications. Reports are presented to the Finance
Committee, Audit Committee and Board of Directors of the Stock Exchange.

Internal controls and procedures for safeguarding investments

The TASECH does not directly hold any securities. All eligible securities are registered in the name of one of the four nominee
companies plus the Bank of Israel and Ministry of Finance for government bonds. These nominee companies hold the certificates
which represent the nominee holdings of securities in the vaults of the custodian banks which are the parent companies that fully
own the nominee companies. However, TASECH assumes no responsibility for the actions of these banks. An amendment to the law
has been proposed to make the nominee companies (or their parent companies) liable to the securities they safekeep.

Government debt has been dematerialised in the systems of the Bank of Israel and Ministry of Finance.

Other legal protection mechanisms
The use of nominees is common in Israel, with the law recognising the concept of beneficial and legal ownership.

From 1 November 2001, it has been mandatory for participants to operate separate depository accounts for proprietary and client
assets.

About the Depository Segregation of Assets at the Depository

Name and Address Depository assets from participants

The Tel-Aviv Stock Exchange Clearing House Limited Yes

54 Ahad Ha'am Street

Tel Aviv 65202 Participant assets from clients

Israel Yes

Website Eligible Securities Depository under SEC Rule 17f-7
www.tase.co.il

System of central handling of securities
Date of establishment Yes

1962, but not incorporated until 1966 X . .
Regulated by a financial regulatory authority

Date commenced operations Yes

1962
Holds assets of all participants on equivalent terms

Yes



Legal status Identifies and segregates participant assets

Incorporated under Companies Law 5759 - 1999 Yes
Type of legal entity Periodic reports to participants
Wholly owned subsidiary of TASE Yes
Regulated by Periodic examination by a regulator or independent
Israeli Securities Authority accountant
Yes

Is use of the CSD required?

Settlement @ Safekeeping
By Law No No

By Market Practice Yes Yes

How securities are held

Mainly immobilised in nominees of four co-ordinating
custody banks. All government debt is dematerialised within
a system operated by the Bank of Israel for MAKAM and the
Ministry of Finance for government bonds.

Domestic eligible participants
11 banks and 11 brokers

Foreign eligible participants
2 banks

Ownership
Fully owned subsidiary of TASE.

Internal Safety Measures

Participant Eligibility Criteria

Minimum Capital Standards
Yes

Financial Aspects

Ability to raise capital/borrow
Yes

Committed lines of credit in place

Yes

Publish audit financials
Yes

Take lien on stock held
Yes

Central Bank Guarantee
No

Other third party guarantee
No

Third party insurance
Yes

Services Provided

Matching

Pre-matching services
No

Matching services
Yes

Clearing

Clearing services
Yes

Securities Settlement

Book-entry settlement
Yes

Fails management
Yes

Cash Settlement

Internal cash settlement
No



Stock Lending
Safeguard Facilities

Securities lending for fails coverage

Offsite Backup No

Yes
. Asset Servicing
Disaster Recovery
Notifications

Disaster Recovery Plan Yes

Yes
Securities processing

Back-up power generator Yes

Yes
Paying agent

UPS (Uninterruptible power supply) No

Yes
Central registrar
No

Proxy voting services
No

Communications

Electronic communications
Yes

Reporting Services

Electronic reporting
Yes

Reporting of every movement
Yes

Regular statement of securities deposited
Yes

Definition

Publication Date RATING SCALE

The publication date represented here is March 2009. This is the date that the
assessment report has been reviewed by third parties including the CSD. The
report is updated on an on-going basis throughout the year as new information is
received and should be read in conjunction with the relevant newsflashes issued
since the publication date.

Extremely low risk

Very low risk

RISK EXPOSURE DEFINITIONS
Low risk

Asset Commitment Risk - The period of time from when control of
securities or cash is given up until receipt of countervalue. This risk
concerns the time period during which a participant’s assets, either cash or stock,
are frozen within the CSD and payment system pending final settlement of the
underlying transaction(s). Following settlement, the risk period is extended until
the transfer of funds and stock becomes irrevocable. It excludes any periods
when assets, cash or stock, are committed to a market participant including
brokers, banks and custodians, not caused by CSD processing.

Acceptable risk

Less than acceptable risk
Quite high risk

High risk

Liquidity Risk - The risk that insufficient securities and or funds are



time later. This is where for certain technical reasons (e.g., stock out on loan, insufficient information
stock in course of registration, turn round of recently deposited stock is not

possible) one or both parties to the trade has a shortfall in the amount of funds

(credit line) or unencumbered stock available to meet settlement obligations ' Contact:

when due. These shortfalls may lead to settlement *fails” but do not normally lead

available to meet commitments; the obligation will be covered some - No rating has been given due to

to a default. Thomas Murray Depository Service
International House,
Counterparty Risk - The risk that a counterparty (i.e., a participant) will 21 Hanover Street,

not settle its obligations for full value at any time. This is simply the total | ONDON,

default of a direct participant of the CSD. This is the event when a participant is = wis 1YU

unable to meet its financial liability to other participants. This risk only goes as far

as direct participants of the CSD and excludes clients of direct participants that ~ Tel: +44 (0)20 7830 8300
default on liabilities to such participants, even if such a default should ~ Fax: +44 (0)20 7287 1549

systemically cause the direct participant to subsequently default. E-mail: depositoryservice@thomasmurray.com

Asset Servicing Risk - The risk that a participant may incur a loss = Web-site: www.thomasmurray.com
arising from missed or inaccurate information provided by the
depository, or from incorrectly executed instructions, in respect of
corporate actions and proxy voting. This risk arises when a participant
places reliance on the information a depository provides or when the participant
instructs the depository to carry out an economic transaction on its behalf. If the
depository fails either to provide the information or to carry out the instruction
correctly then the participant may suffer a loss for which the depository may not
accept liability. The depository may provide these services on a commercial basis,
without statutory immunity, or it may provide the service as part of its statutory
role, possibly with some level of protection from liability. This risk is likely to
become much higher when international securities are included in the service.

Names of analysts available on request.

Financial Risk - The ability of the CSD to operate as a financially viable
company. This risk concerns the financial strength of the depository and if its
financial resources are sufficient to meet the on-going operation of the
organisation. This risk also includes where the CSD may act as central
counterparty, or otherwise acts in a Principal capacity.

Operational Risk - The risk that deficiencies in information systems or
internal controls, human errors or management failures will result in
losses. The risk of loss due to breakdowns or weaknesses in internal controls
and procedures. Internal factors to be considered in the assessment include
ensuring the CSD has formalised procedures established for its main services.
The CSD should have identified control objectives and related key controls to
ensure operation and proper control of established procedures. Systems and
procedures should be tested periodically. There should be external audit
processes in place to provide third-party audit evidence of the adequacy of the
controls.
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