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An article Doron Afik, Esq. on the importance of formulating founding documents when establishing a company
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A public company need not report rumors or unverified news items published by the media
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Financing a corporate take-over by future dividends distribution is a legitimate transaction
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The tort of passing off requires does not require the existence of a registered trade mark
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Not any accident during a benefit activity of employees will be deemed a work accident
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Avoidance from publishing proper pricing data is grounds for a class claim
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Law Update: Change of dates for filing a declaration on purchase or sale of real estate / land association action
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Afik News is the biweekly legal and business Israel news bulletin published by Afik & Co. (www.afiklaw.com). Afik News is
disseminated every second week to an audience of approximately 9,000 subscribers 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 deals.

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 Afik & Co. 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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Article: How to save money incorporating a business (and pay dearly in the future)
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An article on the importance of formulating founding documents when establishing a
company and consulting with attorney knowledgeable in the field.
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The article may be found in the following link:

http://www.afiklaw.com/files/articles/a221.pdf
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The article is by attorney Doron Afik, managing partner of the law office of Afik & Co.,
Attorneys and Notary (www.afiklaw.com) He is admitted to practice law both in Israel and in
New York and is also a licensed Notary Public in Israel. Doron is an adjunct professor at
Hebrew University Doron teaches Mergers and Acquisitions as part of the EMBA program.
Doron's practice focuses primarily on international transactions, including mergers and
acquisitions, dispute resolution and issues of public law.
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A motion to approve a class action was filed against a public company, arguing that the
company had to report a suspicion of existence of a cartel in the company’s field of
business, significantly effecting the entire market and particularly the profits of the
company.

The Court dismissed the motion and held that a public company has to report on the
environment in which it operates, but it is not obligated to comment on rumors or
unverified news items being published by the media, because it may impose significant
costs and lead to flooding of information that would harm the reasonable investor, who
likely does not have the means to examine, filter and evaluate this information. It is
important that information will be reported to the public only when the possibility of its
existence is almost certain. In this case, the information was not controlled by the
company and the company could not corroborate or disprove it, but just reflect it to the
public, and therefore such a report would not have contributed to the reasonable investor
or the market efficiency.
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Motions were submitted for approval of a derivative action due to a board of directors
resolution to approve the controlling shareholder to make future distributions of dividends
to allow the controlling shareholder to finance the transaction for the taking over of the
Company. The argument was that this is an extraordinary transaction with a controlling
shareholder contrary to the Company’s interests.

The Supreme Court held that reliance of the controlling shareholder on future distributions
of dividends in order to finance the transaction for the purchase of the company is not
unacceptable by itself and does not meet the definition of "extraordinary transaction with a
controlling shareholder." Thus, the transaction does not require special procedures under
law. A decision to change the Company's capital structure while making a transaction of
acquiring the company should be reviewed under strict scrutiny due to the apprehension
of decision making in order to promote the best interests of the controlling shareholder
over the best interests of the company.

In this case, the decision was taken in a reasonable business manner under the
circumstances and thus, the Court rejected to motion for a derivative claim.
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Commercial, Intellectual Property and Labor Law Updates
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A reputable dresses designer who received his special recognition on a unique dress
design, moved the Court for an injunction against a company manufacturing the same
dress design.

The Court held that the tort of passing off does not require that the subject of the claim be
a registered trade mark and it is only required to show the existence of reputation of the
designer and a risk of misleading the public who may believe that the dress was designed
by the fashion designer. Therefore, the Court granted an injunction against the company
prohibiting it from manufacturing that certain dress and also ordered it to pay damages.
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The National Labor Court held that the constitutional provisions of the Basic Law: An
employer leased a football field for two hours a week as part of the benefits given to the
employees outside working hours. During one of the games an employee was injured and
moved to recognize the accident as an accident at work.

The Court held that team building events and training events organized by the employer
for its employees may be recognized as a work activity. This conclusion will be
strengthened the more linkage exists between the workplace and the activity. The main
test is the employer's interest in the contribution of the employer to the initiating of the
activity, its organization and the responsibility to it. It is not sufficient to just call the
activity “team building” or “training” or providing clothing bearing the name of the
employer. For this reason, and because the employer had not been involved in the
activity other than leasing of the football field and because the activity took place outside
working hours and was organized by the employees the accident was not recognized as a
work accident.
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A request to approve a class action was filed arguing non publicity of correct pricing and
non-publicity of the option to purchase cheaper products.

The Court held that the Israeli Consumer Protection Law prohibits any action that may
mislead a consumer as to any material issue of a transaction, the price of the transaction
being a material data. For that reason the Court granted the motion for a class claim.
However, the Court found that the claimant had no personal claim but in lieu of rejecting
the motion ordered the attorney of the claimant to find a substitute class claim claimant
within 60 days.
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Law Update: Change of dates for filing declaration on purchase or sale of real estate / land

association action
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On December 21, 2016, the Economic Plan Bill (legislative amendments to implement the
economic policy for fiscal years 2017 and 2018), 2016, was enacted by third reading
amending Article 73 of the Income Tax Law which states, inter alia, the date for filing a
declaration to the land taxation Administration.

The amendment provides that the date for filing a declaration by the seller and the
purchaser will be 30 days from the date of sale / purchase (instead of 40 days) as of
January 1, 2017.
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How to save money incorporating a business (and pay dearly in the future)/Doron Afik, Esq. *

The phrase "I do not have enough money to buy cheap" is true in many cases, but certainly when
establishing a company or a business enterprise. Many are "saving" money on a lawyer (whether by
making the crucial step of setting up a business without an attorney or by making it with an attorney who
is not knowledgeable in corporations or an attorney who knows the corporate field, but lacks experience
in representation in Court in shareholders disputes) and find later that they are forced to pay dearly for
this “saving.”. In the better case the parties finance their litigation lawyers and in the worst case they
reach a business decision that it is not worthwhile to "invest" in litigation.

Establishing an Israeli company is these days a very easy process. Almost any young lawyer knows how
to have the client sign the pile of standard documents required for the incorporation of the company,
documents that may even be found over the internet - a basic set of document that sometimes seem an
inconsequential procedural matter. The businessmen are more interested in the business side and thus not
necessarily want to "invest" in agreements customized to their needs or use the services of an attorney
who is familiar with not only the side of the establishment of the company but also with personal
experience in the establishment and management of a commercial business as well as with practical
experience in representing in Court in cases involving shareholders disputes — an attorney who may
prepare for them articles of associations and shareholders agreement, each of which may assist them in
coping with corporate crises or shareholders disagreements, some of which are unpredictable at the time
of incorporation.

Often it turns out after the commencement of the business activity that there are gaps in the
understanding of the business or that future extrinsic events require reference to the articles of
association, such as the bankruptcy of one of the shareholders or even a business opportunity that
requires funding but the parties are not able to make a decision due to the absence of procedures in the
Articles of Association of the company or the shareholders' agreement. At this stage the parties discover
that the financial “saving” upon the incorporation of the business and their choice not to “invest” in full
corporate documents, would now cost much more. The company was established without a lawyer or
with a lawyer of no experience in the field and neither the shareholders agreement (if such exist) nor the
articles of incorporation entertain such issues. Often at his stage material disagreements already exist and
the issues become a real dispute that puts the company’s activity in real jeopardy. The litigation lawyers
may very well be the only ones to benefit from the company at this stage.

The success of a company depends, among other things, on the ability to make decisions and manage it.
Therefore it is vital that the articles of association of the Company and the shareholders agreement will
be tailored fit to the dimensions of the parties and goals of the company and that the “fitting” will be
made by an attorney with not only the correct business view but also experience in shareholders disputes,
so that the attorney may include in the documents the proper arrangements. While this is an investment
at a stage where the company is yet to generate revenues, but like any structure, without a solid
foundation the structure may at some point collapse. We note, that if a company need be incorporated in
a haste in order to immediately commence in the business, one may set up a company with the standard
documents, but it is important to promptly sit with an attorney knowledgeable in the field in order to
tailor make the proper articles of association and even a shareholders agreement to replace the standard
documents as soon as practical.

‘Doron Afik is a notary public and an attorney and is the managing partner of Afik & Co., Attorneys and
Notaries (www.afiklaw.com). He is admitted to practice law both in Israel and in New York and is also a
licensed Notary Public in Israel. Doron is an adjunct professor at Hebrew University Doron teaches Mergers
and Acquisitions as part of the EMBA program. Doron's practice focuses primarily on international
transactions, including mergers and acquisitions, dispute resolution and issues of public law. For additional
details: +972-3-6093609 or at the e-mail: afiklaw(@afiklaw.com.
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