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Afik & Co. commemorates the day of commencement of the Stonewall Riots (June 28, 1969 - July 03, 1969),
a series of spontaneous demonstrations in response to a police raid on the gay bar The Stonewall Inn in the
Greenwich Village neighborhood of Manhattan, New York - riots that were a historic turning point in the
struggle for LGBT rights and are celebrated to this day worldwide in pride parades in the month of June.
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The Iron Curtain ? How Difficult is it to Pierce the Corporate Veil/ Gilad Bar-Ami, Adv.
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An article on the tests for piercing the corporate veil
and attributing corporate debts to its shareholders.
The article was written by Gilad Bar-Ami, Adv. of Afik

& Co. The article in English may be found at the link:
https://www.afiklaw.com/articles/a390
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Ownership of a social media page belongs to that for which the page was created for. Read more at:
http://www.afiklaw.com/updates/15489
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An lIsraeli employed by a foreign company with no ties to Israel does not benefit from the
protections of Israeli law. Read more at: https://www.afiklaw.com/updates/15491
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Even using three seconds only of a well-known music track may constitute a copyright
infringement. Read more at: http:/www.afiklaw.com/updates/15493
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Same sex couples will be recognized in Europe as married for the purpose of tax and mortgages.

Read more at: http://www.afiklaw.com/updates/15495
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Filling in details on an open check given for security purposes without the knowledge of the owner
of the check may result in the check not been enforced. Read more at: http://www.afiklaw.com/updates/15497
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A relator who was not the effective factor in the transaction will be entitled to a proper reward only
despite a written commitment to pay brokerage fees. Read more at: http://www.afiklaw.com/updates/15499
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Afik News is the bi-weekly legal and business Israel news bulletin published by Afik & Co. (www.afiklaw.com). Afik News is sent every
second week to an audience of thousands of subscribers worldwide and includes concise professional data on legal and business Israeli
related issues of interest to the business community in areas in which the Afik & Co. firm advises. For removal (or joining) the mailing list
please send an email to newsletter@afiklaw.com with the title “Please remove from mailing list” or “Please add me to the mailing list.” The
Afik News bulletin is copyrighted but may be freely transferred provided it is sent as a whole and without any changes. Nothing contained
in the Afik News may be treated as a legal advice. Please contact an attorney for a specific advice with any legal issue you may have.
For previous Afik News publication see http://www.afiklaw.com
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The Iron Curtain ? How Difficult is it to Pierce the Corporate Veil/ Gilad Bar-Ami, Adv. ‘
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An article on the tests for piercing the corporate veil and attributing corporate debts to its shareholders. The
article was written by Gilad Bar-Ami, Adv. of Afik & Co. Gilad Bar-Ami is senior lawyer at Afik & Co.,
Attorneys and Notaries (www.afiklaw.com), emphasizing on corporate law, telecommunication and
international transactions. Thearticlein English may be found at the link: https://www.afiklaw.com/articles/a390
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Ownership of a social media page belongs to that for which the page was created
for

An NGO which manages a members club opened a Facebook page for the purpose of the NGO activity.
The manager of the members club at the time was appointed as manager of the page and once such was
terminated he contended to be the owner of the page.

The Court held that the dismissed club manager is not the lawful owner of the page. A social media account
is an integral part of the constitutional right for personality, that is a derivative of the basic right for human
dignity, which by itself and separately from its individual contents may be an item protected by intellectual
property rights. In this case, the activity of the Facebook page is the property of the NGO and the page
was created by an NGO employee, hence the page was created for the NGO and the activity of the NGO,
as such the ownership is of the NGO.
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An Israeli employed by a foreign company with no ties to Israel does not benefit
from the protections of Israeli law

An lIsraeli employee who was terminated by a Panamanian company, which was
registered in Spain and operated in Cuba, some of which shareholders were lIsraeli,
demanded in Israel severance pay under Israeli law even though his employment
agreement specifically included a clause stating that the law of Panama applies.




The Court rejected the claim and found that Israeli law does not apply. Even when there
is a jurisdiction clause in a country other than Israel, it can be determined that Israeli law
applies. When establishing a jurisdiction clause, one must examine what is the forum that
has the significant and essential connection to the dispute between the parties, the
reasonable expectations of the parties in relation to the place of litigation, and one must
consider public considerations and what is the forum that has a real interest in discussing
the claims. Here, the center of the employee's life was not in Israel, the salary was paid
in US Dollars in Cuba, Israel and Spain and the employment was not reported to the tax
authorities in Israel but in Spain and Cuba, the company has no operations in Israel, the
agreements were signed in Cuba in connection with the plaintiff's activities in Cuba, and
the conflict has no bearing on Israel. In addition, the fact that some of the company's
shareholders are Israelis is not enough to create an affinity of the conflict to Israel and the
employee was not even recruited because of his being Israeli but rather because of his
experience in the field of agriculture and his command of the Spanish language. Thus,
there is no room to discuss the claim in Israel.
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common-law spouse will be recognized by a pension fund as the widow of an
insured only if she led a family life and shared joint household with the deceased

A woman claimed to be known as common-law spouse of a deceased and sought recognition as his widow
in a pension fund in which he was insured and to be entitled to payments by virtue of the deceased's rights
in the fund.

The Court rejected the claim because the couple did not manage a joint household and cannot be
considered as common-law partners. In order to be deemed a common-law spouse one need to show that
the couple managed family life and a joint household. In this case, the couple did have a daughter, but
they lived in separate houses and their addresses at the Ministry of the Interior were different. Moreover,
the woman had an intense relationship with another man. Therefore, the woman was not known to the
public as a common-law spouse of the deceased at the time of his demise and therefore she is not entitled
to his rights in the fund.
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Same sex couples will be recognized in Europe as married for the purpose of tax
and mortgages

A couple from Romania submitted a request for a mortgage from a Romanian bank. The bank refused the
request on the basis that the couple is not considered married, and the specific mortgage that they requested
is applicable for married couples only.

The European Court of Human Rights held that the couple should be recognized as a married couple and receive
the mortgage. In cases that a same sex couple is not recognized as a married couple by governmental




organizations of a specific state, discrimination is formed towards the couple in comparison of a heterosexual
couple and this discrimination is against the rules of the European Union. This discrimination, also in financial
cases such as recognition of the couple for tax purposes or for loans and mortgages, creates a situation that
citizens of different citizenships in the Union receive different financial terms. In this case, since the couple is
Romanian and is not able to receive a mortgage because they are not considered married, a couple of a different
European citizenships living in a different European Member State are allowed to receive a mortgage or tax
recognition and thus this is discrimination and the couple should be recognized as married.
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Filling in details on an open check given for security purposes without the
knowledge of the owner of the check may result in the check not been enforced

An open check that was given as a security for a short and limited period, was transferred to a third party
who filled in the name of the beneficiary and the amount without power.

The Court accepted the objection to the banknote and held that payment of the check should not be
enforced. When the note is not complete, the holder is not a holder in due course. In such a situation, the
holder of the note must show the existence of a debt. When it comes to a security check given as a
guarantee, there is an obligation to give the guarantor prior notice regarding the amount of its guarantee
and also regarding the main debtor's non-compliance with its obligations. Here, the check was signed and
given voluntarily, but its details, except for the signature, were missing. The purpose of the check was to
serve as security for a limited period of one week, but the holder of the note filled the amount of the check
in the amount of over ILS 100,000 without showing that there was any debt and also acted in bad faith when
it did not inform the owner of the check before submitting the check for execution in the collection authority.
Therefore, the objection was accepted and the claim dismissed.
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A relator who was not the effective factor in the transaction will be entitled to a
proper reward only despite a written commitment to pay brokerage fees

A relator sought a brokerage fee of 2% from a transaction to sell a lot in Kfar Shmariahu, even though the
property was purchased with the assistance of another relator.

The Court held that the relator is not entitled to the full brokerage fee, because she was not the effective
factor in executing the transaction. A realtor is entitled to brokerage fees if three cumulative conditions are
met: a. Valid relator license; B. The existence of a written document that includes the transaction details;
and also C. The relator was "the effective factor that resulted in the parties entering into a binding
agreement." Here, a written brokerage agreement was signed that includes an undertake to pay a brokerage
fee of 2% even if the relator will not be involved in the transaction. However, the relator knew from an early
stage that the transaction would be completed through another relator (who was paid a commission of 1%),
and remained silent. In addition, the relator did not make the contact between the property owner and the
purchasers and did not handle the negotiations in the transaction. Therefore, the relator was not the
effective factor in the transaction and therefore, does not entitled to the full agreed commission but to a
proper compensation of ILS 75,000 only.
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The Iron Curtain ? How Difficult is it to Pierce the Corporate Veil/ Gilad Bar -Ami, Adv."

As happens once in a while, in the beginning of 2023 we woke up to discover that yet another well-known corporation
with a successful image is about to collapse. This time it was the “SHER fitness” chain of gyms, with thousands of
subscribers, owner that radiates success and a business that appeared, to the outside observer, to be glamorous,
successful and profitable. Immediately, as per a well-known script, commentators, experts and self-declared experts
stood and announced that there should be a "corporate veil piercing" and the owner should be personally liable.

Unlike a private business which debts are directly attributed to its owner, between the creditors/claimants against a
limited liability company and the company's owners there is an invisible "corporate veil". This "veil" results from
the definition of a company as a separate legal entity which exist independently of its owners as well as the limitation
of the owner's liability for company debts in accordance with the limitations set forth in the articles of association.
The corporate veil is what allows the company the freedom to operate independently from a business and economic
point of view without any shareholder acting to prevent this due to fear of exposure to damage of an unknown
amount. At the same time, in order to prevent situations of extreme abuse of the corporate veil, the Courts are given
the tool of piercing the corporate veil and attribution liabilities to shareholder(s).

The law itself establishes the following closed list of cases in which the corporate veil can be pierced due to its abuse:
(a) fraud against a person or a creditor of the company; (b) harming the purpose of the company and taking an
unreasonable risk regarding its ability to pay its debts. But even these cases are contingent on proof of the
shareholder's awareness and also on the prerequisite (in the law itself) that these are only "exceptional cases". But
does the Court act to assist the victims or does it try to minimize the use of this tool as much as possible.

In the case discussed in the Jerusalem District Court in May, 2023, it was determined that the plaintiffs are not entitled
to piercing the corporate veil. Although it was not disputed that the company owed a debt that was not paid in full,
the shareholder's very attempt to heal the company and even pay off the debt does not meet the basic condition of
abuse of the corporate veil which is required in order to pierce it. Moreover, when the plaintiffs did not demand a
personal guarantee from the shareholder in the contracts with the company, piercings the corporate veil will become
a tool to change the terms of the agreement retroactively and illegally. The Court even noted that economic failure
or mismanagement are not sufficient grounds for piercing the corporate veil and a manager who takes risks in order
to save the company is not obliged to disclose company’s status to creditors and such non-disclosure is not a reason
to pierce the corporate veil, because the imposition of such an obligation could ultimately prevent companies from
being saved.

However, in another case, discussed in Lod in January, 2023, the Court decided to pierce the corporate veil. In that
case it was a company which condition was deteriorating for a long time despite the owners' attempts to save it and
company owners who continued to purchase goods even when the possibility of saving it from insolvency was clearly
improbable. It wasfound that even though the decision to begin insolvency proceedings has not yet been made, not
disclosing to the suppliers that the company is facing certain collapse is not reasonable, and therefore the corporate
veil should be pierced in relation to the debts created starting from this point.

From this, as can be seen, unlike experts in the media, the Courts will not be inclined to easily pierce the corporate
veil and will require from those who seek it evidence that the case meets the limited conditions established by law.
Moreover, even when the plaintiffs met the burden and proved that the shareholders abused the corporate veil and
harmed the creditors, the Court will tend to limit the piercing of the veil as much as possible and will apply this only
in connection with the period and the debts in which the actions of the shareholders amount to fraud or close to it,
and not to cases in which risks were taken (and even risks beyond those that a reasonable or average manager would
have taken) as long as these risks were not extremely unreasonable.

In any case, as it is a complex issue and creating personal liability may have large economic value, it is recommended
that for any question or doubt, not to skimp on receiving professional advice from a lawyer with experience in the
field of companies and contracts with companies, whether one is a shareholder in a company or wish to sign a contract
with a limited company.

‘Gilad Bar-Ami is senior lawyer at Afik & Co., Attorneys and Notaries (www.afiklaw.com), emphasizing on corporate law,
telecommunication and international transactions. 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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