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Fintech Company? Who granted vou a license? /Adi Marcus, Adv’ .

In September 2022, the Finance Committee of the Knesset approved new regulation' that allow
companies holding fintech licenses from the United States of America, the European Union, or the United
Kingdom to operate in Israel without a local license. This presents a significant avenue for companies,
especially in light of the well known delays and procrastination in obtaining licenses to provide financial
services in Israel, which has led to companies having to wait years in pending proceedings before the
Israeli Insurance and Savings Capital Market Authority in order to obtain such a license.

What is a Financial Services Provider License (or a fintech license)? While fintech licenses have become
the hot topic of the hour leading many businesses and companies to seek them out, many businesses do
not actually require them for the type of services they wish to provide and are simply dragged into a
complicated and expensive procedure following a "hype" and enthusiasm that has no connection with any
real need or requirement. In Israel, the Financial Services Supervision Law” states that those who provide
financial services such as credit services, including issuing credit cards, clearing services, exchanging
money or issuing checks, deposit services, trading in virtual currencies, etc., are required to have a license
to provide such services, the extent of such is determined based on the scope of their activity. In order to
receive the license, the applicant must submit an application to the Authority accompanies by a variety of
documents and forms, including those that prove the existence of organized procedures in the company
for data security and the prevention of money laundering, as well as to prove financial stability and commit
to holding a certain amount of equity to ensure ongoing operations. After submitting all documents, the
Authority is required to decide on granting the application within 70 days - however, in practice, such
deadlines are far from being met (which led a number of such companies to address the matter to the
Israeli High Court of Justice), including by various repeated motions for information and additional
documents and new requirements for compliance with additional conditions.

The possibility of obtaining an exemption by presenting a foreign license can be an advantageous

option for many local companies. Compared to the procedures in Israel, the procedures for granting
licenses abroad are often simpler, faster and have easier requirements. In addition, while as of
September 2022, an Israeli financial services license will not necessarily allow a company to operate
outside the borders of the State of Israel, a license from the United States of America or from Europe
is likely to be accepted in a larger number of territories (sometimes with the need to obtain exemptions
or make certain adjustments) and will allow the company to operate in several markets at the same
time. It should be remembered, though, that the procedures outside Israel may be more expensive
than in Israel and differ from territory to territory, and that the exemption that currently exists in Israel
is only valid until 2024, after which it is unclear whether the Authority will continue to allow
companies to operate under foreign licenses or require them to obtain a local licenses.

Thus, every company considering obtaining a license for financial services should consult and review
carefully whether the type of services it provides requires a license, what is the scope of the required
license, whether it is worth applying for a license in Israel or abroad, and if a license abroad is indeed
required - which territory will grant it the highest relative advantages. In addition, it is very important to
be accompanied by a law firm which specializes not only in Israeli regulation, but a firm that also has
European regulation expertise, or similar experience in any other territory where the license is sought.

"Adi Marcus, Adv. is an attorney in the office of Afik & Co. (www.afiklaw.com) who focuses primarily on commercial and corporate law, copyrights,
media law and international transactions. Advocate Marcus holds a major in law, an M.A in communication from Tel Aviv University and an international
MBA from Bar Ilan University. She completed her internship at the Ministry of justice under the Deputy Attorney General focusing civil law and copyright
law, then worked for about 18 months in the office of Shlomo Cohen in the field of intellectual property, about 11 years in the legal department of the
communications network "Noga Network" (Channel 2 of TV), with her last position before the company merged with Channel 10, was head of department
in the legal department and then, before joining the firm, as Kneller Artists Representation's internal legal advisor, representing in all matters of legal advice
to artists and cultural figures, both in Israel and internationally. Nothing herein should be treated as a legal advice and all issues must be reviewed on a
case-by-case basis. For additional details: +972-3-6093609 or at the e-mail: afiklaw@afiklaw.com.
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