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Afik & Co. marks the birth date of Capt. Tamar Ariel (September 12, 1989 - October 14, 2014) - the first religious battle navigator
in the Israel Air Force and a groundbreaker in the integration of religious women into Israeli society, who found her tragic death
in a snowfall during a trip to Nepal.
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An article on commercial lotteries and the requirements under law to prevent them from being deemed illegal
gaming, by Adv. Yaniv Friedhof of Afik & Co. The article in English may be found at the link: http://www.afiklaw.com/articles/a265
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Material information relating to a business that was concealed during the negotiations for its
acquisition is grounds for canceling the transaction Read more at: http://www.afiklaw.com/updates/8194
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Partnership and a right to part of its profits does not require a written agreement and the parties'
conduct may be sufficient to establish such relationship Read more at: http:/www.afiklaw.com/updates/8196

NINKNNA NNAN2 D*70In 7 Da N*'7'79 Ny annn MOn% Aavana 71w npin .a

N'Y'X O'RINKR 721D 1TONY T¥ X'NY 112N 07011 110K 7210 1ToN AN NNNNN DX 7'2ann YToN ([1I'72un
http://he.afiklaw.com/updates/8199 :noon axiy .01'71'792

Market distribution in participating in public tenders is a criminal offence also of the managers
of the coordinating companies Read more at: http://www.afiklaw.com/updates/8200
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Operating a television set in a public place is not deemed a public performance of protected
pieces or infringement of copyrights in them. Read more at: http://www.afiklaw.com/updates/8198
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A creation of a hostile sexual environment in the workplace is considered sexual harassment
and an employer must prevent it Read more at: http://www.afiklaw.com/updates/8202
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A purchaser of an apartment may withdraw from negotiations even a day before the signing date
as long as it is for reasonable grounds Read more at: http:/www.afiklaw.com/updates/8204
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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 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
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 an attorney for a specific advice with
any legal issue you may have.
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An article regarding commercial lotteries and the legal requirements therefor, by Adv. Yaniv
Friedhof of Afik & Co. (www.afiklaw.com), whose main practice areas are international

transactions, corporate law, and immigration law. Tthe artice in English may be found at the link:
http://www.afiklaw.com/articles/a264
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Corporate, Antitrust and Securities Law Updates
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Material information relating to a business that was concealed during the
negotiations for its acquisition is grounds for canceling the transaction
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A purchaser of a car wash business, immediately after receiving possession of the property
began to receive threats on his life and the lives of his and family from criminals demanding
that he stop running the business. In the context of the threats, the criminals revealed that
the seller was involved with them, a fact that was not revealed to the purchaser as part of
the negotiations for the acquisition of the business .

The Court accepted the purchaser’'s demand to rescind the transaction and held that had
the information that the business was subject to threats been exposed to the purchaser
during the negotiation stage, he would not have entered into the transaction. This is a
material flaw concerning the information regarding the business from the point of view of
the purchaser and his family that is, in fact, misleading. Thus, it grants the purchaser the
right to cancel the transaction.
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Partnership and a right to part of its profits does not require a written agreement and
the parties' conduct may be sufficient to establish such relationship
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A software company contracted with a training company in order to cooperate in teaching courses.
When the relationship ran aground, the software company claimed that the parties had formed a
partnership and therefore it was entitled to half of the profits from the courses, while the training
company claimed that it was entitled, at best, to wages for the work done as a supplier.




The Court held that there is no need for a partnership agreement to create a partnership. A
partnership is two or more persons who conduct a business together for profit and whose
relationship is not regulated as a different type of corporation. In order to determine whether a
partnership has been established, various criteria will be examined, such as the parties' intention to
be partners, presenting them to the public as partners, the parties' participation in profits and losses,
the duration of business relations between the parties, participation in the use and holding of the
partnership assets etc. This is not a closed list, and each case is on its merits. It was further noted
that in the absence of a written document, a partnership shouldn't be discounted, since it can also
be proven by the parties' conduct.
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Market distribution in participating in public tenders is a criminal offence also of the
managers of the coordinating companies
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A number of companies that operated in the water meters market coordinated geographical
distribution among the consumers' market, regarding the production, installation, renovation and
conversion of water meters. The coordination was reflected in the fact that they decided between
them which company would approach which public tender.

The Court held that the Restrictive Trade Practices Law is intended to protect the existence of free
competition and therefore prohibits any restrictive arrangement - any arrangement made between
persons conducting business, according to which at least one of the parties restricts itself in a
manner that may prevent or reduce business competition between it and the other parties or part
thereof, or between it and a person who is not a party to the arrangement. Here we have a forbidden
horizontal restrictive arrangement (an arrangement between competitors or potential competitors,
as opposed to a vertical arrangement that takes place between those who are on the different sides
of the chain of commerce, such as supplier and customer), and therefore the Court convicted both
the companies that coordinated between them and their managers.
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Commercial, Intellectual Property and Labor Law Updates
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Operating a television set in a public place is not deemed a public performance of
protected pieces or infringement of copyrights in them
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A company involved in the production and broadcasting of sporting events sought
compensation for copyright infringement after a fast food business presented its broadcasts
on a TV screen facing the street.

The Court rejected the claim and held that the manner of recording and filming of a sports
event constitutes an original production that triggers protection of the copyrights law.
Broadcasting a copyrighted piece in public is an infringement of copyright. However, when
the broadcasting is merely turning on a television set, as was in this case, even if the set
was in a public place, it is not considered copyright infringement because the person is in
fact the receiver of the broadcast and not the broadcaster.
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A creation of a hostile sexual environment in the workplace is considered sexual

harassment and an employer must prevent it
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A medical secretary worked for several years in a state-owned hospital under a senior doctor. During
these years the doctor shared too much intimate information about his sexual activity, used to tell
dirty jokes in her presence and offended her when he laughed and compared the secretary to a
monkey. The secretary did not claim that she was sexually harassed but left her job because of the
doctor and later it became clear to the Civil Service Commission, who opened an investigation
against the doctor.

The Court held that sexual harassment in the workplace is not characterized only by "quid pro quo",
that is, by exchanging favors between the employee and the employer. Another type of sexual
harassment is done by creating a hostile work environment by engaging in sex, sexuality, and
gender in a way that makes the workplace unbearable for the employee. Since the relationship
between employer and employee is a matter of authority, the basic assumption is that there are
differences of power between the parties, and therefore the worker is not required to prove that the
work environment has become intolerable, but it should be enough to indicate and point out certain
behaviors.
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A purchaser of an apartment may withdraw from negotiations even a day before the

signing date as long as it is for reasonable grounds
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Potential purchasers of an apartment canceled a meeting that was set for the purpose of
execution of the sale agreement one day before the set date, inter alia, because they wanted
to reduce the transaction’s consideration.

The Court held that in negotiations for the conclusion of a contract, one must act in an
acceptable manner and in good faith. Even withdrawal from negotiations prior to execution of
a contract must be made in good faith. The more advanced the stage of negotiations and the
closer the parties are to reach an agreement, a clearer reason is required to justify the
withdrawal. Here, the negotiations were intensive and some of the components of the
agreement were yet to be agreed upon, including the price. Close to the execution date an
obstacle was discovered regarding the ability to transfer the rights in the apartment under the
name of the purchasers and also there was a justified concern regarding the date of eviction
of the tenants. Therefore, despite the fact that the withdrawal from negotiations was only one
day before the execution date, the potential purchasers acted in good faith and out of
considerations that stemmed from the nature of the transaction and therefore were entitled to
withdraw from the negotiations even if they wanted to reduce the consideration.
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On Illegal Gaming, Commercial Lotteries and Mechir Lamishtaken/ Yaniv Friedhof, Adv.

Such a scenario no one could have imagined. The Minister of Finance flagship project — “Buyer’s
Price” ("Mechir Lamishtaken™) for the reduction of housing prices for young couples, is in fact
illegal due to the fact that it did not receive a permit to conduct a lottery as required under Israeli
law. How many years imprisonment will be sentenced to the Minister of Finance, the organizers
of the lottery or any of the young couples who won such a lottery and what will happen to the
entire project? — For all these questions the answer is clear - the authorities will find the way to
legitimize the Buyer’s Price project. However, it is important for businesses to learn about the
implications of a commercial lottery.

A commercial lottery is a common tool in the trading life under which a business promotes sales
by drawing a product or service between its customers or its distributors. Many businesses use
this tool but do not understand that without complying with the law they are committing a
criminal offense.

The Israeli Penal Law prohibits gambling and games of chance and sets that a person who
conducts, performs or engages in prohibited gaming, lotteries, and gambling is committing a
criminal offense and is liable to long prison terms. Under the, it is illegal to have any arrangement
whereby it is possible to win funds or other benefits, all based more on fate than on understanding
or ability. An exception to this is the possibility of holding lotteries for commercial advertising
and sales promotion, subject to a set of terms and conditions enumerated in the general lottery
permit issued by the Israeli Ministry of Finance and which enables commercial lotteries subject to
the terms and conditions stipulated in such permit.

Among other terms of the permit, it is required to appoint a supervisor pre-approved by the
Ministry of Finance. The supervisor is to supervise the lottery operation and furnish the Ministry
of Finance with a detailed report pursuant to the provisions of the permit. Also, the permit sets a
long list of requirement such as the dates on which the lottery may be performed and how many
times a year it may be carried out, the information that should be included in the lottery rules and
the manner by which the rules need to be published, requirements relating to the prices of the
promoted products after the lottery, the prohibition on participation in the lottery of family and
friends of the lottery organizer or the supervisor, the manner by which lottery results are to be
published, the manner by which prizes should be distributed and more.

In this issue of the Buyer’s Price lotteries not only were the lotteries illegally conducted and the
lottery managers broke the law but also all the young couples who participated in the lottery and
won the right to purchase an apartment at a controlled price have become outlaws. In addition, the
entire set of commercial agreements that the “criminals” have committed is illegal and
unenforceable.

While it is likely that the State will find a way to legalize the faux-pas, one need be aware of the
implications of commercial lottery and it is important that any business intending to run a
commercial lottery will first consult with an attorney knowledgeable in this field and who has the
experience as a supervisor of commercial lotteries. The same lawyer can act to receive the
required permit from the Ministry of Finance, will be involved in drafting the lottery rules, will be
present at the lottery and will verify that the lottery meets all legal conditions.

‘Advocate Yaniv Friedhof is an attorney at the law office of Afik & Co., Attorneys and Notary (www.afiklaw.com) whose
main practice areas are commercial law, corporate law and immigration. 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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