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Application for an Exemption from Approval of an Arrangement in
Restraint of Trade

Pursuant to section 14 of the Restrictive Trade Practices Act, 5748 — 1988 we hereby
submit an Application for an Exemption from Approval of an Arrangement in Restraint of
Trade, the particulars of which are as follows:

1. The Party to the Arrangement Requesting the Exemption -

Name: MOODY’S OVERSEAS HOLDINGS, INC. OR A DESIGNATED
AFFILIATE (“Moody’s”)
Address: 99 Church Street, New York, NY 10007, United States of America.
Address for delivery of mail:  Advs. Mark Philips and Keren Lande
Herzog, Fox, Neeman & Co,
4, Weizman St., Tel Aviv
Tel: 03-6966464, [Fax:] 03-6966464

2. The Other Parties to the Arrangement -

Name: MIS QUALITY MANAGEMENT CORP. (“QM™)
Address: 501 Silverside Road, Suite 20, Wilmington Delaware 19809
Address for delivery of mail:  Advs. Mark Philips and Keren Lande
Herzog, Fox, Neeman & Co,
4, Weizman St., Tel Aviv
Tel: 03-6966464, [Fax:] 03-6966464

Name: MIDROOG HOLDINGS LIMITED (“Midroog”)
Address: Yoram Samuel, Moshinsky & Co ‘
38, Rothschild Blvd.,
Tel Aviv 65272, Israel

Name: MIDROOG - THE ISRAEL CREDIT RATING COMPANY LIMITED (“The Company™)
Address: Yoram Samuel, Moshinsky & Co

38, Rothschild Blvd., —
Tel Aviv 65272, Israel

3. Type of Arrangement — [ _ ] oral, [X] written.

4, A written arrangement has been concluded — description of the documents regulating
the Arrangement and those pertaining thereto —

4.1 Shareholders’ Agreement [sections 16 and 27].
5. Asset or service forming the subject matter of the Arrangement —

The Arrangement concemns the establishment of a joint company by Moody's and
Midroog — the Company — that shall offer credit rating services and various credit

: ) ™ ted to credit rating

P STVICRS, 28 well as ancillary se ices connec / :

Teggatck\l Q‘a%‘?\g%girip any st;all receive techmical services, a3 defined in the Moody's
and analysis.

Shareholders’ Agreement.

[ ueid 2772122/1 - 13574



6. The Nature of the Restraint and Particulars thereof —

Company. Similarly, Midroog and its shareholders undertake not to compete with the

Company’s business for as long as they are shareholders in the Company and for two
years thereafter.

discussion, nor will it prevent further competition in the future between Moody's and
the Company.

The following are the restraints involved in this transaction:

6.1 An undertaking not to engage in credit service activities together with a third
parly — section 16.2 of the Shareholders’ Agreement - an undertaking by
Moody's and associated companies not to enter an agreement or act together with
a third party in the credit rating sector in Israel.

Duration of the Restraint — as long as Moody's is a shareholder in the Company.

6.2 An undertaking not to compete with the Company — sections A27.1, B27.1, A
27.2 and B27.2 of the Shareholders’ Agreement - an undertaking by Midroog
and its shareholders, from time to time, not to compete with the Company
without the Company’s and Moody's prior written approval.

Duration of the restraint - for as long as Midroog is a shareholder in the
Company and for two years thereafter.

- with regard to each of Midroog’s shareholders — for
as long as it is a shareholder in Midroog and for two
years thereafter.

6.3 An undertaking by Midroog_and its sharcholders not to entice Company
employees to_cease their employment therein, without the Company’s and
Moody's prior written approval - sections C27.1, D27.1, C27.2 and D27.2 of the
Shareholders’ Agreement.

Duration of the restraint - for as long as Midroog is a sharcholder in the
Company and for two years thereafter (with regard
to employees employed by the Company on the day
that Midroog ceases to be a sharcholders in the

Company).



J N IR B S A E = B E B O

3

“Inn Y1 LooNY Alé.l Yo — DIV DPIUNY 11T MDY INNY MINNN
D2VN3 DRTIND, 0100 DXMIWY Wby 000 Y1912 N2 71200 N Marnnn
' SN 0P POUD OYTIND YOV DTIP NN N Yoya

AN NN 2P 020N MY U2 —nvnaon Tun

6.4

— 92197 97eNN 9PN

YD 6 PYDT 019 NN

=PI DI NYIND N0 NN DPYINNN DPINN

DoUNY PN NI

N AP OPRNK 0N TV 52 NN YPoYA MINNNY XYV 0T8N NRYAND
MONZ PR MY 192N MD HYID OTHYHN AYPIND) ,03T Y¢ DN DNV
PN UOTID 200 0 WONTIY VN (RN NN N2 719302 InRnd 1vn Syan
NNy MNYPD NN 0TIN MAINNND P9 KON MINND N N9 H93593 125700

SNIUND NPT OINNL YOOV DN BY GMIYD DR DIPRY XYY

NI N W IMPW MINAI 12 NINIY OPDY DNND MIANY 13 89 595, nvyny
SENIYN DY DINI0IN NOPN PN DINRY BPHN I P MINBLN NN

P27 7770 12 DY MIWPNN 23 ANIN MDY 79720 NP 090R2 19191 n2°20n
DYZ TN ND22 1 PRYINTNGT,ND200 OVY Y3103 12YT0n PN ;200 P20 oYTIn
172NN JY 9Mvna DDY2 MIT0Y OOTn RPN LN 19N PRI IINNG DRRoN
TN NN OY IINND YINNID DITTNN M2PNNN PN P12V #poyn Mo

NN IMvRYD

OOTINT INIY DMOY DITHPY NPIUNT 137107 NIOTY DN 03 0170 M8 0N NYN
WA 73NN NDPNT GMYRN 0PHRH 2Y MDA NN YYD NPINR oY1 05002
UOTID AN 290 YT YORDN TV I OOTID PaY AT Pa o MNIPY
POD OOTINT DMWURT MO 1NN 7290 IMINDPAR PV NIUNA PT BINMAa
DYTINN P2 AN MY MDD DIY2 NPN 7YINY 0900 VPPN NPaON

.ovnd

3 17AN PIAY ox AN Y3 DOON

13 792N P2 ON 173N P2 TON PN 7N MINDNY XYY TR 7APNnN
-DPPOYN DOI2NN PINT (5)3 PYVI NIND 9210 VTON 1T AV IR 79N

2200 ISP LINP 10T 2392 730D

2202 1% 779 %9 5Y HYIaN 1012 YN MINDAY X9V 1Y UOTIS YRR
AP OIY2 RPN NITHI OPTIDIZTN 12 TIPH 992 .(6 PYDI VIVD AN YYD PN
ATIPNNNN N ONINI) PN 795 MY TIDn o»me 950 DY NYTRR DAans
21N 32 en P2 .MEND DINN2 DNN0Y 0YNS NPNDY 37Ls oTTun e
APIVN M2P0I2 VIT TS TIEDT TP WD 1N ATIANE Vs ooTTyn oA e

8.1

8.2

8.3



DPPINA TN ,0 1T 171930 M2N2 MINHA WINNY DYTTNN NPIAPNNN T Nt
ONINT 029 TUND T'01,NINNA 712772 NN DINN NI3YNNN DT I9IND .OMY DN
Y02 T2) AINKD MAPNNNT MoN NI NNG VP9 X7 DNX THANNN DB»Pnn
oY1 APAY TN M TAY INNS 0PIV NN 717303 MOINDNT XIY 1770 MAYNnD
RN 03 NN N TTION (0TI DV IPRIMIMNHNNT MIN NPT IND ,NNaNa N
;071371 29 NON TURD WA D10PRY TN MHIYPDNZ MOON YN DINnsY

NN IPMYRYHN DY NN NN 2230 NAINP NN N0

PIV2 MINDIT NN PWHD WIN DINDN YW Ino»ay ool ovpn - 8.4

Y NNPTN NN TWAND 7NN NBPNY GMvnn DN AT 0910 DY imavpnn
P37 NTTH P NOWAN NI DANYHON TINN N0 7331 UNIWN PIvY o Tn
SRR N2 ONWHYN MINIIL PNV S I91PND 0TI

73] P2 MY D00 IDPPRN MNINKD DIV ToNNA D DI ,nNnnn mindvy
PIV2 DTN NOIDA D27 NPIYNN ININD TIVND I 1N ,ININD TIVD P20 1o
DYTIN 2¥ PYUYN NIDNIR TIN0Y Y121 DT P DAINHN POINY Y1 DIRN INIWOD

LOMNINDIN NN PNV INIUND 1T OINN3

GV PNNNN PO Y N 839N 8.5

V12 TIY PN D D000 ANINAN N YD DY ,9mwn DVR DNpnY Nt 0590
PIXI AN PINTS ITNY DN GMIYRN 0PN NOPN .OPN NAYPY 293 MNNn Nonn
2OY0 MBRD -NN NI IOND ORIWND NVT PIva D9SN DNNNDRD Mo Sy
P2 VTN TTIDNG DY D23 TWANDY N X3 3710 130 U T PA AN gy

1% P2 2WaD N2PNRR NI2NN NN RS YTV PORIWWNA DT

PYNIT AN DX NTTO PI0 UYTIN PR DWW NRYY D INND wpa Mt wpna
NN WD 75 2003 INI292 10 D3 IDDNOY ,’Jmm 192N NYINT 00OUN
NI TRATR AN 2WAT NN PIY DY NHNBN IWIN IN NYPIANN F12ND YT
2N DM M NN OY NPHM TN YT ,Do00 % Yy S¥en manny

NPT OPR MNAY DNY 5 5Y napny

NYIZ AW PNY IORY P RD NTITON 29D DOMAND DIRYVT 10 7YY 3931 ,NOR M0
ATON2 ORIUND NPT PIVI MINDN DR PINT TIY DY XIN PV NINNT YN I
PN UN DD S0 XID PRI ANYNINI N PYI MINNN NNN9NL WX 1TONN YW P
PTN P2 NYIND TNIN 12 N INYPRD 02 NN 10 L1090 Py vInny MmN

Rap2iviviiRulpnbipw)

SR DMDONID 4 PYD DININDN DIDNONN NV

PN DTI0M DX2) 0N DXNZHN DDRVHNY 00191 DIXYD 0N DNDBNN DIV Y9 PHND DN
A2 307NN ATONN DN VAP NN TRoR 9o

APTNI R OO DN NPT PITI T IITID 1964 ~ TIIWMN (S maip T M 29992) RUID T IRpnT ad en

" - iy g g . S imsg) ey . e
DRI AN P T BN TN RVTEY e s



TN

cw

nRRIM THINN

F = E E B N = BN EN If I iF W & ¢ s s



~4

- with regard to each of Midroog’s shareholders — for
as long as it is a shareholder in Midroog and for two
years thereafter (with regard to employees employed
by the Company on the day that Midroog ceases to
be a shareholders in the Company).

6.4 An undertaking to grant a right of first refusal conceming the provision of

services- sections Al6.1 of the Shareholders’ Agreement — an undertaking by
Midroog and the Company not to acquire technical services, as defined in the
Shareholders’ -Agreement, before Moody's has been offered to provide said
services.

Duration of the restraint -- for as long as the Shareholders’ Agreement remains in
force.

. Duration of the Restrictive Arrangement —

See details at section 6 above.

8.1

. The Grounds For an Exemption from Obtaining the Tribunal’s Approval

The Restraint is Ancillary to the Agreement

The parties’ undertaking not to compete with the Company’s business for as long
as they hold shares therein is derived from the very logic of the agreement, and is
self-evident in view of their status as shareholders in the Company (since a
shareholder is not expected to compete with the company in which it holds
shares). It is important to emphasize that as far as Moody's is concerned the
provision is not a sweeping restraint requiring non-competition, but only an
undertaking on the part of Moody's and its affiliates not to set up a joint project
with a third party in the credit rating domain.

It would, in effect, be unreasonable for the founders of a project to be permitted
to compete with it within the sphere of its activity, and the non-competition
prevalent between the founders of a project and said project should be deemed an
integral part of agreements for a joint project.

The restraint included in the agreement is an ancillary one arising incidentally to
the general agreement between Midroog and Moody's and the Company; it is not
a restraint for the sake of a restraint, nor is it designed to reduce competition
within the market. Consequently, since Moody's and Midroog are joint owners of
the Company and, in the circumstances of the transaction under discussion, the
parties’ undertaking to refrain from competition with the Company does not
materially impede competition.

The same applies to the right of first refusal concerning the provision of
technical services granted to Moody's under the Shareholders’ Agreement. The
idea at the heart of the joint project establishing the Company is the collaboration
between Midroog and Moody's permitting Midroog to avail itself of the immense
know-how accumulated by Moody's on the international credit rating market.



8.2

8.3

8.4

8.5

Therefore, the conferral upon Moody's of a right of first refusal concerning the
provision of technical services is actually lies at the core of the collaboration
between the parties to the project.

Agreement between A Holding Company and its Subsidiary

Midroog’s undertaking not to compete with the Company is an arrangement
between a holding company and its subsidiary, and, pursuant to section 3(5) of
the Restrictive Trade Practices Act, is consequently not deemed to be a
restrictive arrangement.

The Restraint is for a Short, Fixed, and Limited Period

Moody's and Midroog’s undertaking not to compete is limited in time and spread
over a limited period as we demonstrated above (see our explanation at section
6). In any case where Moody's and Midroog cease to be sharcholders in the new
Company and after two years have elapsed from the said date at the latest
(depending on the type of undertaking involved), the parties are again permitted
to be active and compete in the aforementioned field. The period during which
the parties’ undertaking to refrain from competition is to remain valid is short
and predetermined and therefore very reasonable in the circumstances of the
case.

Moreover, the parties’ undertakings to refrain from competition with the
Company are separated and come into force upon the fulfillment of various
conditions. The undertakings are thus not interdependent, such that as soon as the
conditions giving rise to one undertaking cease to apply the undertaking expires,
independently of the other undertaking (thus, for example, Midroog’s
undertaking not to compete with the Company expires two years after Midroog
ceases to be a sharcholder in the Company, independently of Moody's
undertaking). This separation also serves to minimize the restriction stipulated in
the agreement to the minimum necessary. In these circumstances a fixed and
limited restriction on competition does not significantly 1mpair competition.

The Project as a Tool for Introducing a New Competitor on to the Market and
Increasing Competition within the Market

Moody's and Midroog’s launching of the joint project to establish the Company
will allow Moody's to enter the Isracli market, and the cooperation and combined
resources of Midroog and Moody's will result in a significant international player
entering the local arena.

To complete the picture, we should point out that over the last few years several
meetings took place between Moody's representatives and the Ministry of
Finance, in which the latter expressed great interest in Moody's entry into the
Israeli market with a view to adding competitors to this market and learning from
Moody's rich experience in the credit rating field on the international capitals
markets.

The Agreement does not reduce competition in the sector

N



This agreement for the establishment of a joint praject, including
the non-competition provisions contained therein, is not likely to
diminish the current competitive state of the market. The
establishment of the joint project will not bave the effect of driving
out any competitors from the credit rating market. On the contrary,
a5 aforesaid, the cooperation between Moody's and Midroog is the
factor allowing for the entry of a new contender info the credit
rating market, and without this cooperation the Company would
not have started acting in this market.

In thig connection we wish to point out that the cooperation
between Moody's and Midroog meets the requirements of the
regulations for approval of a mting company' published on
February 10, 2003, Thus, for example, one of the requirements of a
company applying for approval trom the General Director of the
Capitals Market to act as & rating company ig that the company act
in accordance with an agreement with and the know-how,
guidance, and suppost of recomized foreign rating company for a
period of at least 5 years from the date of establishment thereof.

fn these circumstances, and for the aforementioned reasons, this Arrangement
so far from being likely to prejudice and/or impair competition within this
sector is likely to increase competition within the credit rating market, In
addition, the central aspect of the Arrangement does not consist of a reduction
of competifion within this sector or the prevention thereof, nor does it include
restraints that are not essential for realizing its main purpose, It would,
therefore, be appropriate to exempt this agreement from the requircment of
obtaining the approval of the Antitrust Tribunal.

Counterparts of the documents described in section 4 are attached hereto.

[ declare that all the aforementioned particulars are complete and accurate, that the
documents attached hereto are accurate and that aside from the latter no other
document exists that regulates the Arrangement or pertains thercto.

Senior Managing
Director - Europe

: Moody's lavestors
% dé‘) Mﬁ'lzl‘ichaul R. Foley Service

Date Name Role Signamre

I Ragulation 41 A of tho income Tax Regulations (Rutes Concerning the Approval snd Management of
Provident Funds), 5724 — 1964, defincs rating as foltows: “The ruting of a debt in lsvael or an
suthorized foreign country undertaken by & company approved by the General Dirostor ay o rating
company ™.
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