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2. it was licensed, by whoever is authorized to provide license 
under the law of the country where it operates, to engage in 
activities defined under clause (1), and comes under the 
supervision of whoever is authorized to supervise the aforesaid 
activity  in the country where it operates;  

"Order"         - of the ISA or of the Chairman of the ISA -including a demand 
that they made; 

"Special resolution of unit holders"    - a resolution adopted at a general meeting of the 
unit holders, as required under this law, and which complies with 
both of the following: 

(1)  The resolution was adopted by a majority of at least three quarters 
of the unit holders, who voted in person or by proxy; 

(2)  The persons voting in favor of adopting the resolution hold at least 
fifty-one percent of the number of units held by the unit holders 
voting in person or by proxy; 

"An affiliated company of a fund" - a company that has at least twenty-five percent of 
its issued shares included in the fund’s assets, and that is a 
company that controls the mutual fund manager or a company 
controlled by such a company, or a company that has at least fifty 
percent of its issued shares included in the fund’s assets; 

"The Banking Law"   - the Banking (Licensing) Law, 5741-1981; 
"The Currency Control Law"  - the Currency Control Law, 5738-1978; 
"The Securities Law"   - the Securities Law, 5728-1968; 
"Date for calculating prices" - a day with regard to which, under paragraph 46(e), 

the manager of an open-end fund must calculate the purchase price 
and the sale price of the fund assets; 

"Business day"  - any weekday on which most bank licensees under the Banking 
Law are open for business, unless it is the day before a day of rest 
within the meaning of this term in the Government and Justice 
Ordinance, 5708-1948; 

"Units"   - within the meaning of the term in Paragraph 3(b); 
"Foreign currency" - a currency that is legal tender in any country but is not Israeli 

currency; 
"Distributor"  - a member of a stock exchange to whom one may submit orders 

for units; 
"Securities"  - within the meaning of the term in the Securities Law, including 

securities issued by the State; 
"Foreign securities"  - securities traded on a stock exchange outside Israel or on a 

market regulated outside of Israel or shares or units of a fund 
registered outside Israel; 

"Coordinated transaction" - transaction carried out on the Israel Stock Exchange, the 
terms of which had been agreed upon in advance by the parties; 

"The Companies Ordinance" - the Companies Ordinance [New Version], 5743-1983; 
"Publication in a newspaper"  - publication in at least two daily newspapers, with 

a wide circulation, that are published in Israel in the Hebrew 
language, of which at least one is a newspaper with a large 
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distribution within the meaning of this term in Paragraph 1A of the 
Planning and Building Law, 5725-1965. With regard to a fund 
approved for foreign residents only, publication in at least one 
newspaper with a large distribution as stated, and publication in at 
least one daily newspaper that is published in Israel in the English 
language; 

"Provident fund"  - within the meaning of this term in Paragraph 9(2) of the Income 
Tax Ordinance; 

"Fund"   - a mutual fund for joint investments, as defined in Paragraph 3; 
"Foreign fund" - an arrangement or corporation whose purpose is joint investment 

in securities and joint profit-making from holding them and from 
any transaction in them, that was established in a foreign country 
under its laws; for this purpose, 

"Security"  - including an option as defined in Paragraph 64(b); 
"Special fund" - a closed-end fund which is stipulated in the fund agreement as 

being entitled to invest in securities that are not traded on a stock 
exchange; 

"Open-end fund" - a fund that is stipulated in the fund agreement to be an open-end 
fund; 

"Closed-end fund" - a fund that is stipulated in the fund agreement to be a closed-end 
fund; 

"Regulated fund’, ‘unregulated fund" - deleted  
"Net value of fund assets" - the value of the fund assets less its liabilities; 
"Regulated market" - a system in which trade in securities, options or futures is 

conducted in accordance with rules made by whoever is entitled to 
make them under the law of the country where it is managed; 

"Principal shareholder", "equity", "holding", "the ISA", "affiliate", "Misleading 
item", "control"  - as defined in the in the Securities Law; 

"Public director’ and ‘foreign company"  - as defined in the Companies Ordinance; 
"Licensee", "investment advisor" and "portfolio manager"  - as defined under the 

Regulation of Investment Advice and Investment Portfolio 
Management, 5755-1995, (hereafter - the Regulation of Investment 
Advice Law) 

 
 
 

Chapter 2: Establishing a fund 
 

Article 1: Nature of fund 
 
Application (Amended: 5759) 
2.        (a) This law shall apply to every arrangement whose purpose is a joint   

investment in securities and joint profit-making from holding them and 
from any transaction in them, which is not regulated by any other law; for 
the purpose of this Paragraph, an option within the meaning of the term in 
Paragraph 64(b) shall be regarded as a security. 

Original Hebrew version provided by "Dinim Veod" - Legal database – Halachot Publishing








































































































































