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Afik & Co wishes a happy Jewish new year. A year of health, happiness and success.
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Article: A parental order - life when state approval is required to be a parent.../
Doron Afik, Esq.
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http://he.afiklaw.com/articles/a292

An article about how same-sex couples can be recognized as joint parents (both as fathers or both as mothers) of a baby born

outside Israel in a surrogacy procedure. The article was written by Doron Afik, Esq. of Afik & Co. The article in English may be found at
the link: https://www.afiklaw.com/articles/a292
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Article: The Secret to a Successful IPO in Australia/BlueMount Capital™
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An article on how to successfully list a company in Australia and how to act in the preparation for the IPO process, during the
IPO process and management of the “after market”. The article was prepared by BlueMount Capital™, an investment body with

which Afik & Co. now manages the listing on the ASX of the Israeli company TrekAce Technologies Ltd. (ASX: TRX). The article
in English may be found at the link:%20https:/www.afiklaw.com/articles/bm292
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An agreement that requires the purchase of services from only one vendor is void as a restrictive
trade arrangement. Read more at: http://www.afiklaw.com/updates/9692
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An association the replaces another in its activities is not automatically liable for its debts. Rread more at:
http://www.afiklaw.com/updates/9694
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Terminating a contract without a time limit which is based on personal trust does not entitle
Compensation. Read more at: http://www.afiklaw.com/updates/9696
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Sales commissions are deemed part of the base salary. Read more at: http://www.afiklaw.com/updates/9699
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Parentage, Surrogacy and Adoption Law Updates
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A deceased's frozen sperm may not be used unless he expressed his wishes that so be done.
Read more at: http://www.afiklaw.com/updates/9701
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Inserting a real estate asset into a trust will not be subject to land appreciation tax or purchase
tax. Read more at: http://www.afiklaw.com/updates/9703
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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 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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Article: A parental order - life when state approval is required to be a parent.../ Doron
Afik, Esq.
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http://he.afiklaw.com/articles/a292
An article about how same-sex couples can be recognized as joint parents (both as fathers or both as mothers) of
a baby born outside Israel in a surrogacy procedure. The article was written by Doron Afik, Esq of Afik & Co
(www.afiklaw.com). Doron's practice focuses primarily on Australian IPQO’s, international transactions, including
mergers and acquisitions, dispute resolution and issues of public law. He is a graduate of a European Union

alternative disputes resolution course and the ICC Master Class for arbitrators and also serves as arbitrator. The
article in English may be found at the link: http://www.afiklaw.com/articles/a292
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Article: The Secret to a Successful IPO in Australia/BlueMount Capital
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An article on how to successfully list a company in Australia and how to act in the preparation for the IPO process, during the
IPO process and management of the “after market”. The article was prepared by BlueMount Capital™, an investment body with
which Afik & Co. now manages the listing on the ASX of the Israeli company TrekAce Technologies Ltd. (ASX: TRX). BlueMount
Capital™ is an ASIC licensed capital markets group with offices in Sydney, Brisbane, Melbourne, Perth and Shanghai. The group
is a member of the International Association of Investment Bankers (IAIB), an exclusive network of investment bankers from

America, UK, Europe and Asia. BlueMount Capital™ is the authorised representative of AFSL License numbers 456663 and
230680. The article in English may be found at the link: http://www.afiklaw.com/articles/bm292
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Corporate, Antitrust and Securities Law Updates

221> 2 TON INI'NA 702 TA%A TAR POON D'NN'Y NYDY WAITY DDON .X
An agreement that requires the purchase of services from only one vendor is void as
a restrictive trade arrangement
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A distributor of fuel built a gas station for an owner of right in land in exchange for an obligation to purchase
the fuel products only from it and at prices set by it. In order to ensure that this undertaking is fulfilled, the land
was leased by him to the fuel company and it appointed him as the station operator and retained the
contractual right to remove him from the land if he breaches his obligations.

The Court held that this is a restrictive trade arrangement and is therefore void. A restrictive trade arrangement
is an arrangement between businesses under which at least one of the parties restricts itself in a way that
may prevent or reduce competition in business between it and the other parties to the arrangement, or some
of them, or between it and a person who is not a party to the arrangement. The law sets that a restriction of
competition exists, inter alia, where there is a restriction on the price that will be required, offered or paid,
profit generated, or market division and that a restrictive trade arrangement is void as it is illegal. The




exclusivity condition requiring purchase only from the fuel company constitutes a restrictive trade arrangement
and therefore the entire arrangement is void, including the lease agreement aimed at securing the
arrangement.
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An association the replaces another in its activities is not automatically liable for its
debts
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An employee of an urban sports association that ceased to operate demanded to receive her pay from another
association that currently operates similar activities.

The Court dismissed the claim. The piercing the corporate veil doctrine allows a company's debt to be
attributed to shareholders in certain circumstance also applies to associations. One of the cases where
piercing the corporate veil may be applied is the establishment of an association instead of another that was
closed, in order to avoid payments to creditors. However, here, the new association was formed prior to the
closing of the previous association, and despite the fact that it is currently engaged in similar activities, it was
not set up to evade creditors and is therefore not liable for the debts of the association in which the employee
worked.

NTIAYI DTXI* NI'DT ,"INoON USYN IDTY 4

Commercial, Intellectual Property and Labor Law Updates

D"IX'O] NOTN NI'X 'YX [INX 7V nooiann Nt n7aan X77 nnwpnn 710 X
Terminating a contract without a time limit which is based on personal trust does not
entitle compensation
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An accountant's work was terminated by a longtime client even though their engagement was automatically
renewed each year. The accountant demanded compensation of ILS 7,500,000, reflecting a loss of future
revenues for a period of 16 years ahead.

The Court rejected most of the claim and held that the accountant was entitled to receive only fees for services
already performed. Relations contract is a contract that is intended to regulate a long-lasting and long-term
relationship when the engagement is usually not time limited. Relations contract are based on personal
relationship between the parties, is not a "Catholic wedding" and may be terminated by reasonable prior notice
if done in good faith and for a fair and justify reason. Here, the accountant provided consulting services that
require a great deal of personal trust for about 30 years and earned an annual fee of approximately ILS
600,000 per annum, all without a written agreement. The engagement was terminated, inter alia, after the
accountant refused to provide details about his work and the number of hours spent in each field. Because
this is a legitimate demand made by the client and the termination of the contractual relationship was
reasonable and justified, there is no place to award millions for future revenue loss and the accountant is only
entitled to payment for work performed until the date the legal relationship has terminated.
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Sales commissions are deemed part of the base salary
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A salesperson's salary was based on a base salary and 5% of the sales made by her. After she was
terminated, she demanded severance pay both from the company she worked for and personally from the
shareholder of the company, who after termination of employment commenced activating the entire business
operation through her business.

The Court held that the employee is entitled to severance pay, social benefits and redemption of vacation
days based on her average 12 months pay-check prior to termination. In order to determine whether a bonus
is a part of the base salary, one needs check whether the payment given was contingent, so that if the pre-
condition or situation is not met, the payment will not be made. Payment that is not contingent is deemed an
inseverable part of the salary taken into account in calculation of severance pay. If the employee's
remuneration includes commissions, her base salary is calculated as the average actual salary of the last 12
months prior to termination. Because the salesperson received monthly sales commissions, she is entitled to
severance pay, social benefits and vacation redemption based on a base salary that includes the
commissions. Here, the business in which the employee worked was closed and the activity transferred to a
business of a shareholder and thus, the shareholder is personally liable for the debt to the salesperson.
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A deceased's frozen sperm may not be used unless he expressed his wishes that so be done
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A young man who was about to marry was murdered and at his parents' request, after his death, sperm was
extracted from his body and frozen. Twelve years later, his parents moved to use the frozen sperm to fertilize the
deceased sister's childhood friend.

The Supreme Court rejected the motion of the deceased parents to use his sperm to bear them a grandchild.
Where a person who had a permanent spouse died without expressing himself (in writing or otherwise) for his or
her consent to extract sperm from his body and use it after his death, there is a presumption of the "presumed
will" of the deceased to have his spouse bear his children even after his death. Therefore, as a general rule, the
spouse, and not anyone else - including the deceased parents - may use the sperm for her own reproduction.
Here. the spouse did not object, but also did not wish to conceive from the deceased. Using the sperm of a
deceased person to bear children will only be done while respecting the deceased's will and not the interests or
desires of others. Therefore, in the absence of clear indications of the presumed will of the deceased, his parents
cannot be granted the right to use his sperm for the bearing of a grandson.
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Inserting a real estate asset into a trust will not be subject to land appreciation tax or purchase
tax
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Canadian grandparents formed a trust with an Israeli trustee and their Israeli granddaughter as sole beneficiary
of the trust. When the settlors transferred two apartments in Tel Aviv into the trust, the tax authority demanded
from them land appreciation tax and purchase tax on the transfer.

The Land Appreciation Appeal Committee held that the inserting of a real estate asset into a trust will not be
subject to real estate taxes. Unlike the Israeli Income Tax Ordinance, which exempts from tax donation of assets
into a trust, the Israeli Land Taxation Law does not refer to trusts. Notwithstanding the foregoing, the law should
be construed as meaning that the inserting of a real estate asset by a settlor of a trust into the trust is not deed
a "sale" for either land appreciation tax and purchase tax and the date of the tax event will be postponed to the
actual date of distribution or sale of the property.
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A parental order - life when state approval is required to be a parent... /Doron Afik, Esq."

In many cases when you see how parents deal with their kids you cynically say to yourself, "If only
one needed a license to be a parent." However, there are cases where such a "license" is actually
required such as when two people both seek to be recognized as the child's parents, with only one
being the genetic parent. When it comes to same-sex spouses, a "parental order" is, unfortunately, the
only way in which the State will recognize a non-genetic parent as a parent in common.

As early as the year 2000, the Israeli Supreme Court recognized a US Court-approved adoption, the
adoptee being a woman co-habiting with the genetic mother. About five years later, the Supreme
Court also allowed a spouse to adopt her life-partner's son even without an adoption order first having
been made outside of Israel. However, until 2012, same-sex couples were not able to be considered
as joint parents in Israel except by way of adoption. In 2012, for the first time in Israel, a Court issued
a "parental order" - an order whereby the Court recognized two spouses who lived together as the
mothers of a child, one being the genetic mother who produced the egg and the other the physiological
mother who carried the pregnancy. Two years later, the Supreme Court also recognized joint
parenting in the case of surrogacy procedures performed outside Israel, thus allowing both same-sex
spouses who have given birth to a child through surrogacy procedures outside Israel to be recognized
in Israel as the baby's parents. It is the order that creates the parenthood (and not only declares it) and
therefore (and in contrast to other countries in the world), it is not possible to seek the parental order
before birth, however, it may grant retroactive recognition. Thus, for example, in a March 2018 Tel
Aviv District Court case, two spouses who entered a surrogacy agreement with a U.S. citizen mother
were recognized as the fathers, with the recognition retroactive to the date the U.S. ruling severed the
surrogate mother's relationship with the newborn.

A parental order will only be issued when it is in the best interests of the child and, among other
conditions, the couple are Israeli residents of at least 21 years of age, have been in a relationship for
at least 18 months before entering into a "parenting agreement"; the parenting agreement was made
before the fertilization procedures were carried out; and the process for the parental order was
commenced within 90 days from the date of birth. The Court has discretion even when these
conditions are not fully met. For example, in a case discussed in the Haifa District Court in July 2019,
two spouses shared the fertilization process and behaved as two mothers from the birth of the baby
but did not file the motion for about three years due to health circumstances of one of the mother's
parents. In that case, the court recognized both as mothers retroactively as at the date of birth.
However, when spouses seek to bear a child by a surrogacy process, they should prepare ahead of
time and ensure that the Courts consider them a couple in a manner that would allow parental
recognition as of the date of birth. For this reason, it is recommended to be accompanied by the
Israeli lawyer who will later file the motion for the parental order and do so as early as the
commencement of the surrogacy procedure. That Israeli lawyer will draft the parenting agreement,
instruct the lawyer in the jurisdiction of birth as to the documents required for the process in Israel
(and for this purpose it is recommended that the Israeli lawyer will also be admitted in the U.S, for
example, if a U.S. surrogacy is sought) and will finally deal with the parental order motion and the
motion for citizenship of the child in Israel.

‘Doron Afik, Esq. is a notary public and an attorney admitted to practice in Israel and New York and is the managing partner of Afik
& Co., Attorneys and Notaries (www.afiklaw.com). Doron served an adjunct professor at Hebrew University Doron teaches Mergers
and Acquisitions as part of the EMBA program. Doron's practice focuses primarily on Australian IPO’s, international transactions,
including mergers and acquisitions, dispute resolution and issues of public law. He is a graduate of a European Union alternative
disputes resolution course and the ICC Master Class for arbitrators and also serves as arbitrator. For additional details: +972-3-
6093609 or at the e-mail: afiklaw@afiklaw.com
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The Secret to a Successful IPO

There are many measures of success for initial public offerings (IPOs). First and foremost is
completing the deal and raising the intended proceeds. From the perspective of remaining and new
shareholders, however, the subsequent short-term trading performance is more often seen as the
measure of a good IPO as opposed to a bad IPO.

For the board and management of the newly-listed entity, their measure of success and their
reputation will depend on how well the newly-listed entity performs in the medium term and
delivers on the investment proposition on which new shareholders based their investment
decision.

Different stages

It is important for ongoing board and management to recognise that there are two very different
stages in the journey to becoming a successful listed entity.

The first is all about the transaction which delivers the listing.

Many management teams mistakenly see this as the ultimate objective and, following months of
frenetic activity, expect their lives to return to the way they were pre-IPO when they can once again
concentrate on running the business. Regrettably, that is not the case. It is quickly discovered,
as they move into the relationship stage, that life will never be the same because new obligations
and responsibilities require a significant cultural change.

The second involves building relationships with new owners, which requires time.

So, what should Board and management of a new IPO be doing to ensure that the transition to a
listed entity is as seamless as possible and places them in the best possible position to build a
successful relationship with their new owners?

Firstly, thought should be given at an early stage to governance issues such as board
composition — diversity, independence and skills matrix — and remuneration structures. This
helps to ensure that the entity doesn’t run into issues with regulators, shareholders, and
governance advisers once listed.

Much of this work is often done by advisers and bankers to the IPO who, understandably, are
generally less available post-IPO. So, having a dedicated internal resource involved in the IPO
process provides continuity and, possibly, a candidate to run the Investor Relations (IR)
program post-listing.

Essential Support

Once the IPO is complete, the onus is on management to recognise that the act of becoming a
listed entity will make a substantial difference to how the organisation is run. As well as having a
significant number of new shareholders, who will not understand the business in the same depth
and detail as management, the organisation’s reporting and disclosure regime will be very
different. Senior management need to understand new requirements covering issues such as
continuous disclosure and dealing in the entity’s equities. Failure to adhere to these new rules
can create serious reputational damage to the organisation, the board and the management
team.

The organisation also needs to understand quickly what its obligations are in terms of interacting
with its new shareholders and how it plans to develop and execute an effective IR program. Like
any corporate function, the IR program needs to be appropriately resourced, well planned and
executed and monitored on an ongoing basis.

Both the CEO and CFO need to show leadership and be committed to its success, particularly for
smaller organisations where the appointment of a dedicated IR function may not be cost-
effective.

Often the IPO company outsources the post-IPO work to specialists who then work with the
company on an ongoing basis. BlueMount can recommend a number of these specialists if
required.

From the board and management’s perspective, the success of an IPO will not be measured by
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the issue price or the premium achieved on listing. Rather, they will be judged on their ability to take
the new entity and deliver long-term value for shareholders. There are many factors that will impact
performance, some of which will be outside of management’s control.

However, engagement during the IPO process with a view to recognising the interests of new
shareholders and working in advance of the IPO to develop an effective plan to manage these new
relationships post-listing will go a long way to delivering an excellent outcome for all
stakeholders.

Introduction

A foreign company completing a listing on the ASX usually has a very large part of its shares on
issue held by management and pre-IPO investors and these are usually subject to escrow and
can’t be traded.

This means that there are very few “free trading” shares in the market and the company has little
“share liquidity”.

All companies completing their first listing have been private companies and usually have not had
an independent board of directors and limited internal controls and corporate governance, or are
not at the standard required for a listed company.

Private companies have not had to bother about what the investing public thinks about them, nor
did they have to concern themselves too much with corporate regulators or the stock exchange.

The owners of foreign companies often do not understand the Australian culture or the capital
markets.

All of the above are real challenges for newly listed companies and need to be addressed so that
the company will flourish post IPO.

Share Liquidity
The company should aim at increasing its “share liquidity”.

An illiquid stock will not be attractive to investors, as they fear that they will not be able to quickly sell
their shares and the market views with some suspicion the value of a company with low liquidity.

Ultimately the major owners of the company may wish to sell their shares and this will be difficult in
a stock with low liquidity.

Additionally, where there are few shares able to be traded in the market the sale or purchase of
a small number of shares can detrimentally affect the price.

The usual and best way to increase liquidity is to issue more shares to new investors via a
secondary issue after the IPO so that there are many investors holding and trading the shares.
Before such a decision is made however, there are a number of matters for individual
companies to consider.

Having an informed public which is commented on below is vital as is having a “house”
stockbroker / market-maker whose duty is to ensure as far as possible orderly trading in the
company’s shares.

Independent Board of Directors

The corporate and ASX regulations governing listed companies require that there be a
reasonable number of independent directors on the Board.

An owner of a previously private company can face a learning curve having to share his control with
other directors on a listed company.

Learning how to deal with independent directors is a matter of getting to know them over a
period of time, establishing proper communication between directors and having them committed
to the company’s values and aspirations.

Internal controls

A private company owned usually by one or two persons might not have internal controls over the
safeguarding of its cash and its various assets to the standard required of directors of a listed
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company, where the very highest standards are required.

A company can obtain assistance to achieve and continue such controls.

Corporate Governance

The corporate regulator and the ASX require very high standards of corporate governance by
listed companies.

Most companies strive to have a high level of corporate governance.

These days itis not enough for a company to merely be profitable, it also needs to demonstrate good
corporate citizenship through environmental awareness, ethical behavior and sound corporate
governance practices.

Corporate governance essentially involves balancing the interests of the many stakeholders in a
company-these include its shareholders, management, customers, suppliers, financiers,
government and the community. Since corporate governance also provides the framework for
attaining a company’s objectives, it encompasses practically every sphere of management, from
action plans and internal controls to performance, measurement and corporate disclosure.

Breach of these standards could lead to suspension of the company from the ASX, a large
downturn in the value of the company’s shares, legal action taken against the directors and even
class actions taken against the company.

It is vital that the company’s reputation be spotless

Ensuring a high standard of corporate governance rests with the directors, however they should be
supported by assistance from specialists knowledgeable in this field.

The investing public

The public markets must be kept aware of the company’s activities and how it is progressing and
prospering.

If the company does not inform them then how are they to know? An uninformed public will have
little interest in the company’s shares.

Informing the public should be a priority of a listed company and a corporate public relations
program and investor relations programs managed by professionals often achieves this.

The Australian culture and the capital markets

This is one of the major problems for a “foreign“ company listing in Australia or for that matter in
any Western country, however it can be overcome in most cases by having bi-lingual directors
and translators involved together with some professional assistance.

Summary

It is vital that the company commits time and some costs to post-IPO matters which usually
include:

obtaining the services of a “house” stockbroker / market-maker

Issuing more shares to new investors at an appropriate time to enhance share liquidity
managing and enhancing the relationship between all directors

ensuring that as far as possible the share price is not affected by the sale of shares below market
expectations

continual road shows to investors

continual public relations and media coverage

working with the company and understanding its future objectives and assisting the
company to achieve these

having observers at Directors meetings and strategy meetings who are available for advice on
corporate matters as needed

ensuring that the company has strict internal control and corporate governance
procedures

ensuring that culture issues are taken into account and overcome
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Appendix

Examples of Good and Bad Post-IPO Performance

The value of the company’s shares is one of the most important factors to shareholders. An
increasing share price can allow the company to raise more funding in the future and use its
shares in transactions such as an acquisition of another business. If the share price increases it
means that the existing shareholders suffer less dilution. If the share price decreases the

opposite of the above usually applies.

Healthcare Company

This company is alert to the post-IPO matters
it needs to attend to, has appointed a ‘house
broker, agreed to pay dividends, is
supporting its share liquidity, has a close
working relationship with its Directors. Since
IPQO, its share price has increased.

Finance Company

This company has paid no attention to many
of the post-IPO matters discussed in this
document. Instead, it has chosen to manage
post-IPO matters itself directly from
overseas. This has not been done effectively
and has led to a decrease in the share price
since |IPO.
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