1799 SNIN N / THNINY TY MAIND MIYIN ININK NINY 273NN NN

TYN2 MNAN T DY INNYN DY DN DI GRNYND — N1H TN IAN IN IMNY 92N NMPAY 2NN DTN
Y05 HYA TOWIN IMN 21ND NYITH NINYN DY NTAY DY NN aNd Dapn TNN PN DM — DY NN
NIMNYN YT DY 1NN XD (MINNIYN 217 19) NINYN DY NWPN YDI051 NAXN DY TWRI TPRIT XN DNY PO

MNYN MIND TPLINOINRINK IINY RINAD NWY ATINND OXD .7PDIN NPY

27215 ,MNANTD PN CPIRNND YWY NTIN MVIVNN NPYOIRN PNIPY NIN 171202 DPDDIN NMINIPYN THN
220121 TIRNN TON NN (7DMIND” MVIYN NIV IN) HVIY 1N’ DN OXIN DMIPN YAIP ,MMNYN PINN
, 77 12,79 .NANN NYAN) N2 NYIVON NN YN 1KY NIN XD ONX D ,1712N2 NPIND SYA DY NPY NPINK
™MD .NIANN DY NN NAPT IN DTN NINND T NTIND NPVIVNN NPYIRD NIPYA NYID WIDY NYY) TUND
NPRY ,NNNY NHNPIN NNPYOY HOONN PIAD ,NANT MIVNY MYV ,N1IN DY IMTINND POON PA 5T7a0N
TON NNIN DY PONN NPON NN N R NMNY 19D NOONN NYAIND DIYN ToNNIY 1IN NN MIVID
DN 1YXIANND TONN NNIN DNNN I 297D NORWYN NDIY NN DY PR NMNYDY INRND  ANT OY .ITINRNIN
S9N 9NN TYNN 112N 2950 IN,MIVN NMPNIIN MIVHDY MIATINND OO DY ,NNMIYN 12N 299D

S99 NNMNYN NN

YD NNYT YT 19IN FTONN NN PNIPY OV NMNYA TON NNIN NMNDA LIVYH NI JT DN OMPIN DIPNI
,2OV92 IN MDA, OYTIN PIY NNNY 112N DMX DY WIT DY TIN DN PNIAPYA 192N HDTHYI NN
Dy NNPINY NNNY 1998 NIV YINY NIPNIA ,OUND T .NTINN MVLIVNN NPYINI NWMIN 21090 YWY
97 QURD DIDID NIIN DY IMIPY NIOY MIPPNIT MTHNNND NN PYN MUK THYIND YDY MmN
DMV DY NPINK NSV PITIN NT NIPN 1D YIAP VAVYNN N2 DD KDY POV YTINI DN 12NN NMNYN
SV HONNYM D)0 N2IWAND DX I ,00WN) NIRNM NN DYDY NN KD PIYN NYN 12 INX NIPN ,D>TIND

.MNY 92N DY NPINK NPVIN N ,NMNYN

oY TON NN NMDN NPINK PNNY PTN N2 2P0 NTIAYY ONINRD PN 122 ,2020 ,00INNI NTIV NIPN2
NN .DMNYN DY MR XD MOMNNY DY P 20T 19INDY NNX NYPNRI NMNYN DY 5NN TY) 712N DYDY
PN YIY P RD D YIAP) .NTAW DY NNNOWUNN 1DNY DX9DI HY MPDID NAPY NIAYN X NIRY INTI NIPN
NN GN JND) 7TON NN 9PNV KON ,NDI0DIN MDMINND DNINN TYNN 11N DY ONY T DMANYN NN
TON NNIN YSHA TAYA NN NDOYD DN P, NYID YTIN PNV, TYNN 212NN THX P MDD DNNNA
DIPNA YR NPINK DY DNINND DY PTN NP2 ,ON92  .PHN IMNYN MIN 53 NN DNMHNN 2N 19IN D)
MNYA TONT NNIN PIPY IR DV GRODINY ,TIMIYIYNI DY TI) TON NNIN MININ

MONINM 3 NI W ANT DY IR 2IVWN I2T NN 1PNIIN NIV DITP TNED NMNYY MOIVNN M PAD PN
DN 2 ,7PWINX NPINK DOPNY VY ,NMNY NIDNI OX P2 N192N NINDNI ON P2 ,2Y DINA NIRY NPINDN
MXYHNN NPINK N TIN DIPY J9IRI M2 MDHD NI DYIN PN DY TITHY P2 TON NNIN OV TITOY
NOPAN YVAVYN XYY T DY INDN L0 DD TN DX D) ,NMNYNY XTND IP°¥) , 00NN DININN DY
NV DINVPIT NIV OMP,TPYINR NPINK XD NDDYN NPMYHYHD MDY NHYI NNINYY,O>TINN 272
20YN NI HIAPY TN VN NPPN YN MOTINND YYN DMP 1A NIPN D1 .NIWN

VAYNY DITIIN ,PYPIPN ,NENVIY NN DINNA IMTPNRNN 9Py (www.afiklaw.com) /mWY) PION T9UNI GMY 1990 SNIR PN 71y
NPPINYINWHI Y0AUN NP DIVN IT TPYDD NPPD PR .OIYUHRNN NI 9% DY NNNNNY NYIN DIDNIDIAND 219 DY 710N NN Ty 9NN
INYTN MYSNNI N ,03-6093609 : DYADN DIVIFY .1 NP DININND DIRYNA NVINN Y5 NHAP DIV N DINN NNHPNNA PT TNV NIPND

afiklaw@afiklaw.com. : "170PYNN

www.afiklaw.com IV PTIINY MV PPN / [ | | \l\ Afik & Co., Attorneys and Notary




Who wants to volunteer to be personally liable for debts of an NGO?/Yair Aloni, Adv."

A person volunteers to be a member of an NGO or even more - to participate in the actual management
of the NGO by sitting in its board - and one fine day receives a statement of claim from an employee
of the NGO demanding him to be personaly liable for pension funds to which she is entitled, after
such were not transferred by the NGO to the pension fund due to the NGO’s financial difficulties
(similar to many NGOs). Can a volunteer find himself personally liable for the NGO's obligations?

One of the basic principles in a company is the principle of the separate legal entity of the corporation.
The Israeli Companies Law, unlike the Israeli Law of NGOs, sets exceptional cases under which the
corporate veil may be ignored (or in legal terms: "pierced") and the company's shareholders may be
held directly liable, even if such did not personally perform the acts for which the company is sued.
This will happen, inter alia, when the principle of separate legal entity is abused to deceive a person
or deprive a company creditor. Despite the difference between the purpose of incorporation of a
company, which is made for profit, and the purpose for which a non-profit organization is established,
over the years case law taught us that an NGO is also not immune from piercing its corporate veil.
However, because the NGO has no shareholders, the question arises as to who would be exposed by
piercing the veil? Whether the members of the NGO, who usually act voluntarily and for important
social purposes, or the board members, who actually runs the NGO.

In exceptional cases when case law dealt with the issue of piercing the corporate veil of an NGO, the
principle of 'piercing the corporate veil’ has been applied in a manner similar to that used in a limited
liability company, but with emphasize on officials who were aware, by force or de facto, of the
wrongful use of the separate legal entity. For example, in a case decided in 1998 an NGO, established
to assist a candidate for mayor of the city of Haifa in the election, hired the services of an advertising
company and the chairman and the treasurer knowingly paid with a bank check without cover. The
Court held that they were both personally liable. In contrast, in another case where the withdrawal
of the check was not for the purpose of misleading and creditors' fraud, but for the normal and routine
operation of the organization, no liability was imposed on a member of an NGO.

In a case decided in August, 2020, by the National Labor Court, the tribunal refused to impose personal
liability by virtue of 'piercing the corporate veil’ on three NGO board members just because the NGO
acted improperly. The question at issue was non-transfer to a pension fund of funds deducted from an
employee's salary. It was held that not only should the degree of involvement and knowledge of the
management board members be reviewed, but that the scope of 'piercing the corporate veil’ should also
be set under the circumstances and only one of the board members, who was aware of what was
happening, was held personally liable. Also, the corporate veil was pierced only in relation to a specific
cause of action and not in a broad manner that attributes all NGO obligations to him. In practice, the
Court implemented tests of personal responsibility instead of corporate veil piercing and perhaps even
abolished the principle of piercing the corporate veil in an NGOs.

There is no doubt that joining an NGO for the purpose of promoting a social goal is an important and
worthy thing. However, it should be remembered that commercial conduct that is not in good faith,
whether within a company or within an NGO, may create personal liability, whether by way of piercing
the corporate veil or by way of personal liability. It is advisable to be involved in a balanced manner
while showing responsibility and consulting with the relevant parties, and especially to make sure that the
NGO, even if it costs money, is accompanied by a legal advisor knowledgeable in corporate law. In an
NGO with significant activity that could create personal liability, one should also consider D&O
insurance. In any case where misconduct is suspected, it is important to immediately seek legal advice.

“Yair Aloni is a partner at Afik & Co., Attorneys and Notaries (www.afiklaw.com), emphasizing on commercial and civil law,
including real estate, legal advice to purchasers and sellers and negotiations of purchase and sale transactions. He is certified in Israel
for the execution of lasting powers of attorney. For additional details: +972-3-6093609 or at the e-mail: afiklaw@afiklaw.com
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