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Afik & Co. marks the birth date of Scottish writer Sir Arthur Ignatius Conan Doyle (22 May 1859 — 7 July 1930) known primarily as the literary

father of Sherlock Holmes.
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The new Australia-Israel tax treaty - major boost to trade and co-operation / Paul

Yoel Stephenson, (Au) Adv., Robert Lissauer, CPA
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An article on the new Australia-Israel tax treaty and its meaning, by Paul Yoel Stephenson, (Australian) Adv.
of Afik & Co. and Robert Lissauer, (Australian) CPA of the Melbourne office of the national Australian
accounting firm of Hall Chadwick. The article in English may be found at the link: http://www.afiklaw.com/articles/a283
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A "straw man" registered as a shareholder is personally liable for company's city tax debt.

Read more at: http://www.afiklaw.com/updates/9112
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Managers of a company that was voluntarily liquidated will be personally liable for
debts even if the company disputed such. Readmore at: hitp:/iwwwafiklaw.com/updates/9115
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A trademark of a non-Israeli company with an international reputation may be protected
in Israel even if not registered in Israel. Read more at: http://www.afikiaw.com/updates/9117

0217 NP'T NYNTIY XX 17¥X I'nW 1910 7¢ 0'021 20y 715" ATIN 119N yaol 7D X7 .a

;M9NNN NRXIND NXAY D2AI'ND DNVANYT ATINN nipya '73'|7W D'o21 7y 122V NIDT ATIN N5NN V21917 :||"wn
http://he.afiklaw.com/updates/9118 :noon axa@7 .72INN [122'VN NIDTY *Td ATINN |27 Ya91N 7¥K 0010 DI'P |2 N'T NYNT
Not any party injured by breach of agreement has a lien on the assets of the breaching
party but a linkage to the assets is required. Read more at: http:/www.afiklaw.com/updates/9119
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Abandoning an obligation to act to change a zoning status of land may be deemed a
breach of contract. read more at: http:/www.afiklaw.com/updates/9121
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The maritime carrier and the ship are discharged from all liability in respect of the goods
unless suit is brought within one year. rRead more at: http://www.afiklaw.com/updates/9123
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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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Article: The new Australia-Israel tax treaty - major boost to trade and co-operation / Paul Yoel

Stephenson, (Au) Adv., Robert Lissauer, CPA
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http://he.afiklaw.com/articles/a283
An article on the new Australia-Israel tax treaty and its meaning, by Paul Yoel Stephenson, (Australian)
Adv. of Afik & Co. (www.afiklaw.com) and Robert Lissauer, (Australian) CPA of the Melbourne office of
the national Australian accounting firm of Hall Chadwick (www.hallchadwickmelb.com.au). Solicitor
(Australia Only) Paul Yoel Stephenson is a senior Australian lawyer specializing in Australian Securities
Exchange (ASX) listings. He was a partner of Australian national law firm HWL Ebsworth for thirteen
years prior to re-locating to Israel in 2018. Paul has extensive experience in initial public offerings (IPOs),
reverse takeovers (RTOs), mergers and acquisitions, cross-border transactions and Australian corporate
law and corporate governance compliance advice. Paul's clients include ASX listed public companies,
unlisted public and private companies seeking to list on the ASX, investment banks and broking and
corporate advisory firms. Accountant (Australia only) Robert Lissaur is a senior partner at the Melbourne
office of the national Australian accounting firm of Hall Chadwick, with whom Afik & Co. cooperates.
Robert is a chartered accountant with a Masters in Tax from the Melbourne University and has worked
in the cross border arena for over 20 years. He is also a board member of Prime Global Asia Pacific, a

leading international association of accounting firms. The article in English may be found at the link:
http://www.afiklaw.com/articles/a283
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A "straw man" registered as a shareholder is personally liable for company's city tax
debt
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A company that ceased to operate left considerable city tax debts. The city demanded that
the shareholder be personally liable for the company's debt, but she contended to be a
mere “straw man” and not the real shareholder in the company and thus should not be
personally liable for company debts.

The Court accepted the claim and held the registered shareholder accountable for the
company's debt. A company refraining from paying its city taxes does not automatically
establish grounds for piercing the corporate veil. However, it is possible in exceptional
cases to attribute the company's city tax debts to a controlling shareholder. Here, the
woman was formally registered as a shareholder while allowing, her husband, to act with
the company at his will and without any supervision, all for the purposes of refraining from
reporting the truth to tax authorities. Thus, there are grounds to personally obligate the
registered shareholder because such conduct was not in good faith and aimed to deceive
or deprive the creditors of the company and was against the company's purpose.
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Managers of a company that was voluntarily liquidated will be personally liable for
debts even if the company disputed such
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A hired travel agent resigned after suffering humiliating treatment and the Labor Court held that
she is entitled to severance pay even though she resigned. During the legal proceedings, the
company entered into voluntary liquidation and shortly after the employee was awarded
compensation in her proceedings against the company, the company was liquidated.

The Court held that both the company's liquidator and the managers who signed the affidavit
of solvency as part of the liquidation process are personally responsible for paying the
severance pay of the employee. Voluntary liquidation of a company is carried out without the
involvement of the company's creditors and is only possible where the company can repay any
debt, even if it is a debt that the company disputes. Insofar as the Company is unable to pay
all its debts in full at the time of entry into the liquidation proceedings or if the liquidator discovers
debts beyond the capabilities of the company within the liquidation process, the Company must
be dissolved by a legal proceeding involving the Company's creditors. Here the managers and
the liquidator knew of the existence of a procedure at the Labor Court and had to set funds
aside to cover any amount that might be held in favor of the employee. When they do not, they
are personally responsible for paying the amount to the employee.

NTIAYI D"XI' NI'IDT ,"YNON O YN DTV

Commercial, Intellectual Property and Labor Law Updates
DY X7 OX D2 7XWR 1A DT 1wy MINTIA 'UIn DY AN2an 7Y Anon n'o .X

A trademark of a non-lsraeli company with an international reputation may be
protected in Israel even if not registered in Israel
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An lIsraeli company sought to use the trademark of a non-Israeli company with international

reputation that with whom it has no connection or agreement, and registered a trade mark on the
international company's brand name. The international company, which is not active in Israel,
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demanded the cancellation of the registered trademark even though many years passed since it
was registered in Israel.

The Supreme Court ordered the cancellation of the registered trademark. The use of the reputation
of another business, which has a border-crossing reputation in order to promote the business of
another is unfair competition. Trademarks that have acquired international recognition and
reputation that are so powerful that they exceed the specific products in which the trademark owner
is concerned, are entitled to protection in Israel even if they are not registered as trademarks at the
Israeli Registrar of Trademarks. A trademark that was registered in bad faith in order to take over
another trademark or to prevent the use of the mark by its original owner will be cancelled, even if
the owner of the mark has not yet begun to operate in the State of Israel. Thus, the trademark was
revoked and lIsraeli company will no longer be able to use the trademark even though it was
registered by it many years ago.
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Not any party injured by breach of agreement has a lien on the assets of the
breaching party but a linkage to the assets is required
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A lessee of a showroom for kitchen and related goods did not pay rent and the lessor, upon
evacuation of the property after the lessee entered liquidation proceedings, refused to release the
showroom equipment contending that it has a lien over the equipment.

The Supreme Court held that the lessor has no lien of the equipment. A lien is a right to hold an
asset as security for a debt until the debt is repaid and it applies even if the debtor enters liquidation
but need be notified immediately to the appointed receiver or liquidator. The right may arise from a
contract or under law. lIsraeli law grant a lien to a party to a contract who was injured by a breach
of the contract and it applies on assets that the injured party received as a result of the contract and
is to secure any amount due because of the breach. However, there must be a linkage between
the fact that the asset is in the hands of the injured party and the contract, such as amelioration
linkage (assets on which work was done under the breached contract) or transactional linkage
(assets that the breaching party was to deliver to the injured party as part of the transaction that
created the obligation to pay) . Here the equipment was not finance by the lessor or even demanded
exist under the contract, but assets that by chance were in the showroom at the time of the
evacuation of the lessee and thus no lien exists.
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Abandoning an obligation to act to change a planning status of land may be deemed a
breach of contract
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An owner of a land designated for hotels sold part of the rights in the land and the contract stipulated
that the owner undertakes to act to change the planning status of the land in order to enable the building
of vacation apartments and the contract was conditioned on approval of the change of the planning
status. The change was not confirmed, the agreement did not enter into effect and the purchaser
contended that the landowner did not promote the change of the plan and thus breached the contract.

The Supreme Court held that the landowner breached the contract. An obligation to change the
planning status is an “duty to endeavor.” A breach of a duty of endeavor is a situation where a party
to a contract attempted to achieve the expected result and was unsuccessful due to lack of skill,
carelessness or negligence. In the case of a duty to endeavor, one must distinguish between a high
level of responsibility, such as a commitment to "take all the necessary steps" and a commitment to
"act reasonably". Here, the landowner took upon itself to take all the steps required to change the
plana and bear all costs but it deliberately abandoned the contractual obligation due to the position of
the Tourism Committee, while hastening to adopt this position without any real attempt to object and
without updating the other party about it, and all for economic interests. Thus, the landowner prevented
the meeting of the condition precedent and breached the agreement.
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The maritime carrier and the ship are discharged from all liability in respect of the goods
unless suit is brought within one year
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A trader imported to Israel corn from the Ukraine by ship and insured the goods with maritime
insurance. The goods were damaged by a fire that broke in the ship and the insurance company paid
part of the damage to the trader and filed a suit for such amount against the ship. The trader also filed
a suit against the ship but erroneously did this with a sister company and thus, after more than a year
passed, changed the suit so that the claimant will be the correct company.

The Supreme Court ordered the suit to be removed due to the application of the Hague—Visby Rules
that discharge both the maritime carrier and the ship from all liability in respect of the goods unless suit
is brought within one year. The Hague convention of 1924 was amended by the Brussels protocol of
1968 (the Visby Protocol) that lead to the rules known as “the Hague—Visby Rules”. Israeli law adopted
such Rules. Under the Rule, the maritime carrier and the ship are in any event discharged from all
liability whatsoever in respect of the goods, unless suit is brought within one year of their delivery or of
the date when they should have been delivered, all unless it is otherwise agreed between the parties
after the cause of action has arisen. This is an exemption and not a rule of legal procedure and thus
it is not sufficient that the insurance company or a third part filed a suit.
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The new Australia-Israel tax treaty - major boost to trade and co-operation / Paul Yoel

Stephenson, (Au) Adv., Robert Lissauer, CPA’

In 2017 the Afik&Co. law firm took upon itself to promote the Israel-Australia trade relationship
and join the amazing work done for decades by the Australia-Israel Chamber of Commerce. Afik
& Co. does that in cooperation with Australian law firms and with Israeli and Australian
accounting firms, including the national Australian law firm of Hall Chadwick. Among other
actions the offices assist Israeli companies to list on the ASX, assisting Australian businesses to
open shop in Israel and assist Australian businesses in their activities in Israel. One of the main
obstacle for years has been tax and banking issues, and mainly the obstacles in transferring funds
between jurisdictions. Thus, for example, we recently had to spend many hours of work
convincing various banks in Israel to allow funds to be transferred to Australia as part of the
Security Meters (ASX: SMX) successful secondary public offering, in which about a third of
more than six million Dollars raised were from Israeli investors. The long awaited Australia-
Israel Tax Treaty marks a new era for the long and thriving relationship between the two countries
that share a strong historical and present bond and should ease the intercountry economic
relations.

The signing of the Australia-Israel Tax Treaty on 28 March 2019 is a further, and particularly
significant, milestone in the burgeoning trade relationship between the two countries. It follows
other recent developments — in 2016, the establishment in Tel Aviv of Australia's first business
landing pad and the signing of the Working Holiday Agreement; and in 2017 the signing of the
Air Services Agreement and the Technological Innovation Cooperation Agreement— that have
seen bilateral trade surge to well in excess of AUD1 billion per annum.

Why a double tax treaty? A double tax treaty functions to prevent double taxation on income and on
capital by guaranteeing that a person's country of residence will provide either a tax credit for tax
which has been paid in the non-resident country or, alternatively, that the income sourced from the
non-resident country will be exempt from tax in that non-resident country for the non-resident.
Accordingly, the main purpose of the new Treaty, as its preamble suggests, are eliminating double
taxation with respect to taxes on income and capital without creating opportunities for non-taxation
or reduced taxation through tax evasion or avoidance, including through treaty-shopping
arrangements.

The taxes covered by the treaty are Israeli income tax and company tax (including capital gains
tax), alienation of property tax (Real Estate Taxation Law) and taxes imposed under the
Petroleum Profits Law, but not VAT. On the Australian side the treaty covers income tax,
resource rent taxes and fringe benefits tax, but not GST.

Among the other arrangements in the treaty the following are some aspects that are relevant
when planning cross border business arrangements:

- The treaty benefits will be available for income derived by or through fiscally transparent
entities or arrangements (such as partnerships and trusts) but only to the extent that the
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income is treated as the income of one of the country's residents under that country's

domestic law.

- Permanent Establishment rules enable Australia and Israel to tax business profits under
varying circumstances. Some of the key items are:

0 Deeming a Permanent Establishment: where a person (other than an independent agent)
acting in a contracting State on behalf of an enterprise habitually plays the principal role
leading to the conclusion of contracts that are routinely concluded without material
modification by the enterprise;

0 Ensures that persons who act exclusively or almost exclusively for a closely related
enterprise do not qualify as independent agents;

0 Narrows the specific activity exceptions by making each of them subject to the condition
that the relevant activity is preparatory or auxiliary for the enterprise; and

0 Introduces an anti-contract splitting rule to aggregate connected activities by closely
related enterprises for the purpose of time based Permanent Establishment tests.

- Transfer pricing adjustments. A seven year time limit will generally apply for making
transfer pricing adjustments, with an adjustment to be made to the profits of an associated
enterprise so that the transfer pricing adjustment does not result in double taxation of the
same profits in the hands of two associated enterprises

- Dividends may be taxed in the source (of the dividend) country up to the following limits:
Zero: for dividends derived by governments (including government investment funds),
central banks, tax exempt pension funds or Australian residents carrying out complying
superannuation activities on direct holdings of no more than 10 per cent : 5%; of the gross
amount of the dividend for intercorporate dividends paid to companies that hold 10 per cent
or more of the paying company throughout a 365 day period;and :15% for all other
dividends. Australia only imposes dividend withholding tax on payments of unfranked
dividends;

- Interest may be taxed in the source (of the interest) country up to the following limits: Zero:
for interest derived by government bodies (including government investment funds) and
central banks; 5%: for interest derived by recognised pension funds, Australian residents
carrying out complying superannuation activities and unrelated financial institutions; and
10%: for all other interest; and

- Royalties may be taxed in the source (of the royalty) country up to a limit of 5 per cent of
the gross royalty.

The Australia-Israel Tax Treaty (Treaty) is a welcome step in encouraging the further growth

of bilateral trade and the deepening of business and economic ties between the two countries.

The Treaty is expected to come into effect in late 2019/early 2020 once both governments have

taken the necessary steps to fully ratify the Treaty. We hope that this will remove obstacles in

the Australian-Israel trade and promote the thriving business relationship between these two
great countries.
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