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Afik & Co. marks the day of demise of Czech composer Antonin Leopold Dvofak (08 September, 1841 - 01 May,
1904).
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Not my property, so why do | have to pay the city tax on it? / Osnat Nitay

No es mi propiedad, entonces ¢por qué necesito pagar el impuesto municipal? / Osnat Nitay
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An article on the possibility of charging property tax to
a person who does not use the property by himself,
including a shareholder in a company. The article was
written by Osnat Nitay of Afik & Co. The article in English may
be found at the link: https://www.afiklaw.com/articles/a412
Un articulo sobre la posibilidad de cobrar el impuesto
sobre la propiedad a una persona que no utiliza la
propiedad por si misma, incluido un accionista de una
empresa. El articulo fue escrito por Osnat Nitay de

Afik & Co. El ariculo en espariol se puede encontrar en el enlace:
https://es .afiklaw.com/articles/ad12
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A parental order may be granted even if the applicant is not holding a resident status in Israel. read

more at: http://www.afiklaw.com/updates/16402
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Failure to pay an employee due to an insolvency due to the Covid-19 epidemic does not justify

piercing the corporate veil and personal liabilities of shareholders. Read more at:
http://www.afiklaw.com/updates/16404
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For a signature in the name of another to be valid, one needs an explicit and specific power of
attorney. Read more at: http://www.afiklaw.com/updates/16406
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An irrevocable obligation to grant property after one’s death is void even if its consideration was
pald . Read more at: http://www.afiklaw.com/updates/16408
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A bank may refuse to grant services to an organization which supported terrorism even if it no
longer supports it. Rread more at: http://www.afiklaw.com/updates/16411
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A will whose beneficiary was involved in its drafting shall be void towards the beneficiary. readmore
at: http://www.afiklaw.com/updates/16414
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A lessor who does not act to repair a water leak during a reasonable time may pay damages to the
lessee. Read more at: http:/www.afiklaw.com/updates/16417
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A creator who did not limit the use of the work might be considered to have waived the rights to
the work in favor of the client. Rread more at: http:/www.afiklaw.com/updates/16425
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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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Not my property, so why do | have to pay the city tax on it? ‘

No es mi propiedad, entonces ¢por qué necesito pagar el impuesto municipal? /
Osnat Nitay
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An article on the possibility of charging property tax to a person who does not use the property by himself,
including a shareholder in a company. The article was written by Osnat Nitay of Afik & Co. Osnat Nitay is
part of the legal team of Afik & Co. (www.afiklaw.com). Mrs. Nitay is a graduate of the Faculty of Social
Sciences at the Hebrew University of Jerusalem and has a degree in law. She holds a family mediation
certificate from the Gevim Center. The article in English may be found at the link: https://www.afiklaw.com/articles/a412

Un articulo sobre la posibilidad de cobrar el impuesto sobre la propiedad a una persona que no utiliza la
propiedad por si misma, incluido un accionista de una empresa. El articulo fue escrito por Osnat Nitay de
Afik & Co. Osnat Nitay es parte del equipo legal de Afik & Co. (www.afiklaw.com). La Sra. Nitay es
graduada de la Facultad de Ciencias Sociales de la Universidad Hebrea de Jerusalén y licenciada en

derecho. Posee un certificado de mediacién familiar del Centro Gevim. Elarticulo en espariol se puede encontrar en el enlace:
https://es.afiklaw.com/articles/a412
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A parental order may be granted even if the applicant is not holding a resident
status in Israel

The life-partner of a minor's biological mother sought to be registered as an additional parent to the minor,
even though she is neither an Israeli citizen nor of a permanent resident status of Israel, contrary to the
Minister of Welfare's guidelines that state this as a precondition.

The Court accepted the motion due to the minor’s best interests. The principle of the best interest of the
minor is the supreme principle that guides the Court in any procedure involving minors. The best interest of
the minor is the minor’s right to have the physical and mental well-being preserved and that the mental and
physical needs be properly provided for and should be evaluated in relation to the best interests of the
specific minor at hand. Here, the applicant is a person with whom the minor has had a continuous
relationship since the day of her birth and at the same time is at the beginning of a process to attain legal
residency, which is expected to last up to 7 years. Therefore, postponing the issuance of the parental order
until residency is attained means that for many years the applicant will not have a legal obligation towards
the minor. This situation has consequences to the detriment of the minor, such as the lack of liability for
alimony, the lack of a legal guardian in the event of the passing of the biological mother, and more. Hence,
the best interest of the minor necessitates the issuance of a parental order immediately and one should not
wait until residency attained.
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Failure to pay an employee due to an insolvency due to the Covid-19 epidemic does
not justify piercing the corporate veil and personal liabilities of shareholders

A kitchen worker at a restaurant resigned after not being paid his rights. The employee demanded that the
company shareholders pay his rights personally by piercing the corporate veil as they are engaged in
operating restaurants through the serial establishment of companies, liquidating them and changing the
names of the restaurants to avoid debts.

The Court rejected the employee's claim and held that there is no justification for piercing the corporate veil
or attributing personal liabilities to the shareholders. A company has a separate legal entity from its owners.
Piercing the corporate veil means ignoring the legal personality of the company and establishing a direct
legal relationship between a third party and the company shareholders. Personal liability means the
imposition of contractual or tort liability on an organ of the company (such as: a manager), personally, due
to its actions. Piercing the corporate veil or attributing personal liability to an organ of the company will only
be done in exceptional cases, inter alia, when the corporate veil is misused. Here, the restaurant manager
(who is also one of the shareholders) exercised normal and routine management powers, as is customary
in a restaurant-type business - setting shifts, giving instructions in the kitchen, distributing paychecks and
salaries to employees and did not perform additional actions (such as: establishing serial companies). The
other shareholder did reopen the restaurant under a new commercial name, after the previous restaurant
that operated at the same location collapsed financially due to the Covid19 epidemic. The fact that the
company ran into financial difficulties shortly after the outbreak of the Covid19 epidemic, like many other
businesses in the field of catering, and the fact that the shareholder was unable to rehabilitate it financially
(when most of his businesses did manage to survive the Corona crisis and the 07.10.24 events), cannot in
any way constitute sufficient reason for piercing the corporate veil. The management of the companies is
done in the normal course of business and there is no abuse of the corporate veil, therefore the shareholders
should not be held personally liable.
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For a signature in the name of another to be valid, one needs an explicit and specific
power of attorney

A person signed a settlement agreement to pay off a debt with a short-term lender in his name and the name
of his spouse. After failing to comply with the provisions of the settlement agreement, the lender sought to
enforce the agreement.




The Court held that the settlement agreement is not applicable on the spuse who did not sign the agreement
and never empowered her spouse to sign on her behalf. In order to bind a person by an agreement, his
signature as a party to the agreement is required or, if another signs on his behalf, an express power of
attorney is required that authorizes another to sign on behalf. The power of attorney is required to be explicit
and specific. The fact that the couple is married does not make the spouse liable for the obligations of her
spouse. Here, the spouse was not part of her spouse's business, did not herself sign the settlement
agreement which was signed on her behalf by her spouse, and never gave an explicit power of attorney
empowering her spouse to sign on her behalf or undertake any obligations on her behalf. Therefore, it is
not possible to enforce the settlement agreement or apply the obligations in the agreement to the spouse.
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An irrevocable obligation to grant property after one’s death is void even if its
consideration was paid

A man executed an irrevocable letter of commitment, according to which two of his family members would
receive his rights in a property "one hour before his death". It was contended by the family members that
consideration was paid for the property.

The Court held that the letter of commitment was invalid. Israeli law stipulates that an agreement regarding
a person's inheritance or a gift that a person gives in order to be granted to the recipient only after his death
- are void. The rationale behind the law is that every person has the freedom to draft a will at any time,
change it, and cancel it. Here, the intention of the parties was that the transfer of rights would be done after
the death of the grantor. Such an obligation is void, especially because it was defined as an irrevocable
one. Moreover, even if consideration was paid for the property, it does not give effect to an illegal obligation.
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A bank may refuse to grant services to an organization which supported terrorism
even if it no longer supports it

Leumi Bank closed the bank account of an association, contending that it was supporting terrorist
organizations in the Palestinian territories and the Gaza Strip. The association contended that there is no
justification for such action because it stopped transferring the funds after October 7, 2023.

The Court held that the bank has the right to refuse to provide services to the association. Israeli law
stipulates that a bank may not refuse to provide a service, except for reasonable reasons, in light of the fact
that the bank provides unique services that are irreplaceable. However, banks also have obligations such
as refusing to provide services to clients whose activity raises "red flags", such as an activity related to
money laundering or terrorist financing, even if it is a past activity. Here, the association's activities included
the transfer of huge sums to the Palestinian Authority and the Gaza Strip, when the association's
representatives were seen with elements associated with the Hamas. Therefore, the fact that the transfer
of funds was stopped after the events of October 7 does not cure the problems in the association's activities
and the bank had a reasonable reason to close its account.
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A will whose beneficiary was involved in its drafting shall be void towards the
beneficiary

The manager of a sheltered housing asked to recognize him as the sole successor under a will made in
front of witnesses of a woman who resided in the sheltered housing he ran.

The Court ordered the annulment of the will due to improper involvement in the preparation of the will and
unfair influence on the will. Israeli law stipulates that instructions in a will regarding a beneficiary who took
an active part in its preparation or editing or that was present when it was made, shall be void. Here, the
manager of the sheltered housing was privy to all the details of the deceased's bank accounts, brought the
witnesses to the will from among the employees of the place subordinated to him, as well as the lawyer with
whom he had a prior acquaintance. Therefore, the entire will is void. In addition, because this is a matter
of a senior officer who betrayed the trust of his superiors, towards a vulnerable person, while taking
advantage of his position and trying to benefit on the person's back, the director of the sheltered housing
was ordered to pay ILS 150,000 to the State treasury and an additional ILS 25,000 in compensation to the
institution he managed.
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A lessor who does not act to repair a water leak during a reasonable time may pay
damages to the lessee

A lessor of an apartment did not fix leakage defects in the apartment for many months. The lessee invested
in the apartment relying on a long rental period, but finally had to leave the apartment after only one year.

The Court accepted the lessee's claim and held that the lessor must pay the lessee damages and
compensate her for mental anguish caused to her. The relationship between lessee and lessor are defined
according to the provisions of the lease agreement signed between the parties. In addition, the lessor has
a responsibility under Israeli law to make repairs to the rented property within a "reasonable time". The
"reasonable time" in a residential apartment is a period of time of up to thirty days, and even less in urgent
cases. Here, the lease agreement stipulated that repairs such as moisture damage (as well as locating the
source of the moisture and treating it) would be carried out "as soon as possible". Despite this, the lessor
dragged her feet and did not take care of the water leak that progressed to different areas in the apartment
and it was a real difficulty to live in it for an extended period ranging from five to eight months. Under these
circumstances, the lessee is entitled to receive compensation for the mental anguish caused to her and for
damage caused to her belongings as a result of the leak and even reimbursement for the investments she
made in the apartment based on her anticipation for a long rental period.
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A creator who did not limit the use of the work might be considered to have waived
the rights to the work in favor of the client

The "Kaan" broadcasting corporation used video clips taken from a film produced at the request of a
synagogue rabbi documenting the inauguration ceremony of the synagogue.

The Court dismissed the claim for copyright infringement filed by the film's producer and determined that no
copyrights were infringed upon. Israeli law sets that the creator is the owner of the first copyright in a
commissioned work documenting a public event, but this is only if there is no other agreement regarding
ownership between the consignor and the creator. Here, the broadcasting corporation received the film
from the customer, and it was determined that the agreement between the customer and the creator did not
include any usage restrictions for the customer and hence the creator did not see the film as his work and
there was an arrangement between them, according to which the ownership of the rights in the video is
given to the customer.
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Not my property, so why do I have to pay the city tax on it?/ Osnat Nitay*

A person receives a city tax bill to pay, for an apartment that is not his at all, just because the apartment
belonged to his deceased mother. Does it make sense? This is exactly the case that was discussed in
March, 2024, in a verdict of the Herzliya Magistrate's Court where the municipality demanded
payment of city tax from a person who it believed would be the heir to an apartment, even though the
estate had not yet been divided and the apartment was still not officially his.

Israeli law allows the municipality to charge city tax even from one who is not the owner of a property
but only possess it, either as a tenant or in any other way. In the cases that reached the Court, it was
determined that in order to examine who is supposed to pay city tax, it is necessary to examine who
has the "most ties" to the property, and such person will be liable for the city tax. However, in many
cases there is difficulty in determining this responsibility and therefore the relationship between the
potential "possessor" and the degree of use and enjoyment of the property is reviewed, while
examining the ability to control and utilize the property for the various needs. Thus, for example, in
a case discussed by the Supreme Court in 2007, it was found that the obligation to pay city tax to the
municipality for child-care medical stations was on the State of Israel, even though the assets are
usually owned by the municipality itself, because the assets are used by the State for the purpose of
providing medical services to the public. In another case from 2015, the question arose as to who is
obligated to pay city tax on gas containers for supplying gas to residential buildings, when the very
act of installing a gas container actually prevents any further use of the land. The Supreme Court
found that although the gas company is the one that installs the container, at the end of the installation
the use of the property (and therefore the city tax liability) passes to the tenants of the buildings.

Another case in which a person may be obligated to pay city tax is when it comes to a shareholder
who owns 25% or more of the company's shares or is entitled to appoint its manager, as long as it is
a property that is not used for residence and the company has dissolved or ceased its activities. The
law requires as a condition for personal liability, that the shareholder received the company's assets
for no consideration or for partial consideration, and when a company fell into an extremely difficult
financial situation due to circumstances beyond its control and no assets were extracted to the
shareholder, the Court exempted the shareholder from paying the city tax. However, the burden to
show that all of the company's assets were used to pay its debts (to avoid personal liability) is the
shareholder. In a case discussed in the Tel Aviv Court in May, 2019, a woman was charged with city
tax debt because she was formally registered as a shareholder while she allows her husband to do as
he pleases in the company and without any supervision and all for the purposes of avoiding truthful
reports to the tax authorities. Thus, personal responsibility for city tax debt may also apply in the
case where a person actually serves as a kind of straw-man for holding shares.

Thus, when dealing with real estate and in cases where a city tax debt may apply, it is recommended
to be accompanied by legal advice to avoid being charged with city tax debts in the future even when
the person is not the actual owner of the property.

‘Osnat Nitay is part of the legal team of Afik & Co. (www.afiklaw.com). Mrs. Nitay is a graduate of the Faculty of
Social Sciences at the Hebrew University of Jerusalem and has a degree in law. She holds a family mediation certificate
from the Gevim Center. This overview does not constitute any legal advice and it is recommended to consult a lawyer
who specializes in this field before making any decision on the issues described in this overview. For more details: 03-
6093609, or by e-mail: afiklaw@afiklaw.com
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No es mi propiedad, entonces jpor qué necesito pagar el impuesto municipal?/ Osnat Nitay*

Una persona recibid una factura de impuesto municipales que necesita pagar por un apartamento que
no es suyo en absoluto, simplemente porque el apartamento pertenecia a su difunta madre. ;Tiene
sentido? Este es exactamente el caso que se discutio en marzo de 2024, en un veredicto del Tribunal
de Primera Instancia de Herzliya, donde el municipio exigio el pago del impuesto municipal a una
persona que creia que seria la heredera de un apartamento, aunque el patrimonio atin no habia sido
adquirido. Se habia dividido y el apartamento aun no era oficialmente suyo.

La ley israeli permite que el municipio cobre impuestos municipales incluso a alguien que no es
propietario de una propiedad sino que so6lo la posee, ya sea como inquilino o de cualquier otra manera.
En los casos que llegaron a la Corte, se determin6 que para examinar quién debe pagar el impuesto
municipal, es necesario examinar quién tiene "mas vinculos" con la propiedad, y esa persona sera
responsable del impuesto municipal. Sin embargo, en muchos casos existe dificultad para determinar
de quien es la responsabilidad y por ello se revisa la relacion entre el potencial "poseedor" y el grado
de uso y goce del inmueble, examinando al mismo tiempo la capacidad de controlar y utilizar el
inmueble para las diversas necesidades. Asi, por ejemplo, en un caso discutido por el Tribunal
Supremo en 2007, se concluyo que la obligacion de pagar el impuesto municipal al municipio por los
puestos médicos de atencidn infantil recaia en el Estado de Israel, aunque los activos suelen ser
propiedad de el propio municipio, porque los bienes son utilizados por el Estado con el fin de prestar
servicios médicos al publico. En otro caso de 2015, se plante6 la cuestion de quién esta obligado a
pagar el impuesto municipal sobre los contenedores de gas para el suministro de gas a edificios
residenciales, cuando el hecho mismo de instalar un contenedor de gas impide en realidad cualquier
uso posterior del terreno. El Tribunal Supremo considerd que aunque la compaiiia de gas es la que
instala el contenedor, al final de la instalacion el uso del inmueble (y por tanto la obligacion tributaria
municipal) pasa a los inquilinos de los edificios.

Otro caso en el que una persona puede estar obligada a pagar el impuesto municipal es cuando se
trata de un accionista que posee el 25% o mas de las acciones de la empresa o tiene derecho a nombrar
a su administrador, siempre que se trate de un inmueble que no se utilice para residencia y la empresa
se ha disuelto o cesado en sus actividades. La ley exige como condicion para la responsabilidad
personal, que el accionista haya recibido los activos de la empresa a titulo gratuito o a cambio de una
contraprestacion parcial, y cuando una empresa caiga en una situacion financiera extremadamente
dificil, debido a circunstancias fuera de su control y no se le extraigan activos al accionista. El
Tribunal examino al accionista del pago del impuesto municipal. Sin embargo, la carga de demostrar
que todos los activos de la empresa se utilizaron para pagar sus deudas (para evitar responsabilidad
personal) recae en el accionista. En un caso discutido en el Tribunal de Tel Aviv en mayo de 2019,
una mujer fue acusada de deuda tributaria municipal porque estaba registrada formalmente como
accionista mientras permitia a su marido hacer lo que quisiera en la empresa y sin ninguna supervision
y todo por con el fin de evitar informes veraces a las autoridades tributarias. Por lo tanto, la
responsabilidad personal por la deuda tributaria municipal también puede aplicarse en el caso de que
una persona actiie como un espantapajaros para poseer acciones.

Asi, cuando se trata de inmuebles y en los casos en los que pueda aplicarse una deuda de impuesto
municipal, se recomienda ir acompafiado de asesoramiento legal para evitar que se le cobren deudas
tributarias municipales en el futuro, incluso cuando la persona no sea el propietario real del inmueble.

‘Osnat Nitay es parte del equipo legal de Afik & Co. (www.afiklaw.com). La Sra. Nitay es graduada de la Facultad de
Ciencias Sociales de la Universidad Hebrea de Jerusalén y licenciada en derecho. Posee un certificado de mediacion
familiar del Centro Gevim. Nada de lo contenido en este documento debe tratarse como asesoramiento legal y todas las
cuestiones deben revisarse caso por caso. Para detalles adicionales: +972-3-6093609 o al correo electronico:
afiklaw@afiklaw.com
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