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Afik & Co. Salutes the Corona victims and the heroes fighting the pandemic and wishing all a Happy Passover and a Happy Easter
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Article: Responsibility of Directors and Officers under the Shadow of the Corona Virus
/Adam Doron Maimon, Adv., Paul Yoel Stephenson, (Au) Adv.
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An article on the meanings of the Corona pandemic in relation to
directors and officer’s liability and D&O insurance, especially in
public companies trading on the ASX or the TASE, but also in
relation to officer of any corporation. The article was jointly written
by solicitor (Australia only) Paul Yoel Stephenson of the Afik & Co
law firm and by attorney Adam Doron Maimon of Howden Israel

Group insurance consultants. The article in English may be found at the
link: https://www.afiklaw.com/articles/a306
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Article: Corona Virus & Insurance - Frequently Asked Questions/Howden
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An article on the meanings of the Corona pandemic in relation to the current insurance coverage. The article was written by
Howden Israel Group insurance consultants. The article in English may be found at the link: https:/www.afiklaw.com/articles/h306
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Media Publications Regarding Afik & Co. Activity
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Globes: Publication of a lawsuit managed by the Afik & Co. in the field of corporate disputes. The publication in English may be found at
the link: http://www.afiklaw.com/press/p306
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Corporate, Antitrust and Securities Law Update
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Emptying a company from operations and funds before filing a motion for voluntary liquidation
may be considered as creditors defrauding. Read more at: http:/www.afiklaw.com/updates/10280

N'YIN DNA 2N NIFAY 'TYY NIAINY WETNE DMY DXIYY 272N TR 0T NN 7ya .2
DXI INN2N2 WNINNY VTN 20N TN 0 TRENMNN 702 D N9I¥A T'N' NNAN2 NAITA WURD @ W' DIy
http://he afiklaw.com/updates/10281 :noon ax? .0N'7 'RINK NI'NYT7 1YY NIAINYT NIYTRA ANINNIE D'V DYY

A single shareholder and director of a company may be personally liable for company's
debts if shut his eyes and was oblivious thereto. read more at: http://www.afiklaw.com/updates/10282
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Coordinating tenders between competitors is a violation of the Antitrust Law and fraud. read more at:
http://www.afiklaw.com/updates/10284
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Commercial Law Updates
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When the language of the contract aligns with its commercial logic it will be construed
according to the plain meaning of its wording. Read more at: http://www.afiklaw.com/updates/10286
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A "protected"” employees may be sent to an agreed vacation without pay without a
government permit during the Corona virus crises. Read more at: http://www.afiklaw.com/updates/10290
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An easement may be canceled in the absence of use or if there is a change in land or even in the
plans of its owners. Read more at: http://www.afiklaw.com/updates/10288
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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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rticle: Responsibility of Directors and Officers under the Shadow of the Corona Virus /Adam
Doron Maimon, Adv., Paul Yoel Stephenson, (Au) Adv.
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An article on the meanings of the Corona pandemic in relation to directors and officer’s liability and D&O insurance,
especially in public companies trading on the ASX or the TASE, but also in relation to officer of any corporation.
The article was jointly written by solicitor (Australia only) Paul Yoel Stephenson of the Afik & Co law firm
(www.afiklaw.com) and by attorney Adam Doron Maimon of Howden Israel Group insurance consultants
(howden.co.il). Solicitor (Australia Only) Paul Yoel Stephenson is a senior attorney at the law office of Afik & Co.,
Attorneys and Notary. Paul 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. Attorney Adam Doron Maimon is director of
customer portfolios in the Howden Technologies department in the Howden Israel Group. The Howden Israel Group
is part of the London-based Hyperion International Insurance Corporation, which has 128 offices in 32 countries.
Howden Israel is one of the three largest general insurance agencies in Israel and deals in a variety of insurance
areas: property and liabilities, contractors insurance, travel abroad, personal accidents, directors 'and officers'
responsibilities, professional liability, product liability, clinical trials, and medical malpractice. 'Works in collaboration
with the Howden Group on both directors' and officers' insurance (D&O Insurance) and Public Offering of Securities

Insurance (POSI) in connection with issues of Israeli companies in Australia. The article in English may be found at the link:
http://www.afiklaw.com/articles/a306
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Article: Corona Virus & Insurance - Frequently Asked Questions/Howden
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An article on the meanings of the Corona pandemic in relation to the current insurance coverage. The article was
written by Howden Israel Group insurance consultants (howden.co.il). The Howden Israel Group is part of the
London-based Hyperion International Insurance Corporation, which has 128 offices in 32 countries. Howden Israel
is one of the three largest general insurance agencies in Israel and deals in a variety of insurance areas: property
and liabilities, contractors insurance, travel abroad, personal accidents, directors 'and officers' responsibilities,
professional liability, product liability, clinical trials, and medical malpractice. 'Works in collaboration with the Howden
Group on both directors' and officers' insurance (D&O Insurance) and Public Offering of Securities Insurance (POSI)
in connection with issues of Israeli companies in Australia. The article in English may be found at the link:
http://www.afiklaw.com/articles/h306.
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Media Publications Regarding Afik & Co. Activity
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The Globes journalist Matan Barnir wrote about a motion filed by the Afik & Co. office (www.afiklaw.com), attorneys
Doron Afik, Yair Aloni and Shelly Wilner, seeking to add to a corporate dispute claim Czech economic icon Karel
Komarek and three other directors at Bio-Nenxus, Marek Jablonsky, Michal Tomanek and Philip Methodi. The
article was published on 31.03.2020. The publication in English may be found at the link: http:/www.afiklaw.com/press/p306
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Corporate, Antitrust and Securities Law Updates
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Emptying a company from operations and funds before filing a motion for voluntary
liguidation may be considered as creditors defrauding

NLSIYN 1) ,X20 1902 DI7WN VOWN N ,17.03.2020 ,n*79'Y TAr 1 n"ya 1985 knoljpvak 1172-10-17 (0"d) k1]
[wn212 nan

3

NN2NN NOIPY INK7 NNANN 7 Q1N 121 NIFNN 702N 'YK [DIX DIPWN WAT [IXIN D19 NNan 7Y 790
AN 0" ' 0YI1 K7 N2 WKL [ININ NN2NN 7097 NWRA NWAIN TR NN201 NN2NN NI7'VO NN

2V .n1ann 7w NaINA 'YK [DINA NIMNAN Y72V IR 2M'NT7110N DNN7 WD YA ny'ann DX 727 uswnn N
NN2NN 7Y NITARKNNN 0N WIN'W WY1 DN D'ANN D1{7R2 N2 NI 7va% nnan 7w ain on'™7 [Nt pinn 'o
NN DM TMY? N713' K77 ANONIMENN2ANN 0'90) NRXIN .NNANN 7Y NWIl N9PY7 IX DTXR NN '
X7 |[XD 21N 7¢ mrfp NONon N NN2aNN 7w Iv'oN TWID 12TA NATID NINXD NYAN DA )21 732 17 NN
TN 91X 2014 miwa NOVdN NX NOY'NX NNANN X ,N'PO0N TNX? NNANN 7w DA 12T NpIhn ANt
,0'77W 97X NINN 'Y D'90D NNANNA IXY' [2 NNWY D102 X ,2015 Mwa [IxIn 70'97 nwpa nwant 'Y
DWN7 NATID NINXN NINA [IXNA 70'97 NYPan NNAoN ,NRT NNNY 2NN DX Y97 N3 877 nnanimn im
N12N2 NMWNN 'RYII NIYXARAL 'WTI IYXIAY D7R NI7IVD .Q'MIAIN KI7A IR YIN97 NNann 1713 7ATa nnann

.ONn NN NIRFTYAN NNANN 7Y AW DXAINENMAN T2 NI7IVN NI2'01A NP NNAN 71 NYin IR NN

A supplier of a company demanded payment from the shareholders for a debt of the company after motion
company's accounts were emptied, the company's operations were shut down and then a request for a
voluntary liquidation was filed, in which the debt was not disclosed.

The Court accepted the claim and held that the corporate veil is to be pierced and the shareholders personally
liable for the company's debt. Under Israeli law, a Court may attribute a company debt to a shareholder in
exceptional cases where the corporate veil was used to defraud a person or deprive a creditor of the company.
Withdrawing money from a company and leaving it without being able to meet its obligations constitutes
crossing of a red line and so does filing a false statement of solvency of the company while concealing the
existence of a debt. Here, there was no dispute about the company's debt to one of its suppliers, but the
company reset it in its accounting records in 2014 and moved for voluntary liquidation in 2015, but before
doing so, hundreds of thousands of Shekels were withdrawn from the company's account, leaving it unable
to pay the debt. However, within the framework of the motion for voluntary liquidation, a false statement was
made to the Registrar of Companies regarding the company's ability to repay all of its debts. These actions
made knowingly by the Company's officers left the creditor facing an emptied company and are circumstances
that are fraud of a creditor that justify piercing the corporate veil.
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A single shareholder and director of a company may be personally liable for company's
debts if shut his eyes and was oblivious thereto
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A company with a single shareholder who was also the sole director therein contracted a telecommunications
company while its economic situation did not allow it to consummate the contract and therefor the
telecommunications company sought to personally charge the sole shareholder.

The Court held that even if the shareholder is not the one who signed the contract, she is personally liable for
the company debt. A company is a separate legal entity and, as a rule, piercing the corporate veil will be
scarcely used, but when it comes to a single-holder company, even if the shareholder was not the one who
signed the contract, it must be familiar with what happening in the company, including the fact that the
company entered an agreement or was charged with a payment and when the shareholder notice that a
charge was created he must research the reason for its creation. Here, the company has a single shareholder
who is also the sole director and the sole signatory at the company's bank account and although she did not
personally sign the contract she is personally liable for the company’s debt because she was oblivious to the
debt and shut her eyes even when she discovered it.
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Coordinating tenders between competitors is a violation of the Antitrust Law and fraud
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A shareholder and manager of a water meter company committed 15 acts of coordinating tenders with
competitors. For example, he reached an agreement with a competing company whereby it would not oppose
to an appeal by the company to the Supreme Court for cancellation of a tender, in which the competing
company won and in return the company would not compete in a tender of the Tel Aviv municipality or compete
at a price agreed upon between the two competitors and be higher than the competitor's price. In another
tender, by the Haifa Municipality, it was agreed that the company would buy the meters from a competitor and
in return the competitor would not compete in the tender. One of the reasons the manager raised as requiring
the coordination was that the companies were small and without coordination they could not compete with the
competitor who controlled the market.

The Court accepted a plea bargain for convictions of offences under for the Economic Competition Act, 1988,
and for fraud. It is irrelevant that the manager accepted the management of the company when a tender
coordination habit already existed, because the responsibility is on the company's manager even if did not
know that he was breaking the law. While the other managers and managers of the competing companies
were fined at an average of about ILS 200,000, the manager was fined ILS 275,000 in addition to
imprisonment of about 3 months.
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Commercial, Intellectual Property and Labor Law Updates
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When the language of the contract aligns with its commercial logic it will be construed
according to the plain meaning of its wording
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In an agreement for the purchase of an apartment for housing purposes, which had no building permit, it was
set that if the purchaser will not be able obtain a mortgage due to the bank's refusal, the downpayment will be
reimbursed. The purchaser was refused mortgage by three banks but the seller refused to repay the
downpayment contending that a mortgage for other uses could be obtained

The Court accepted the claim and held that the seller is to repay the downpayment and also pay liquidated
damages for not repaying the downpayment as required under the contract. An agreement will be construed
according to the plain meaning of its wording, especially when such aligns with its commercial logic.
Termination of a contact and a repayment of the downpayment do not block the way to demand liquidated
damages under the contract. Here, the construction that aligns with the word "mortgage" in an apartment sale
agreement is of a mortgage for housing purposes and thus, when the purchaser was unable to obtain such,
the seller was obligated to repay the downpayment, even if it might have been possible to obtain a mortgage
for other uses. Because the seller refused to repay the downpayment, the seller is to pay the liquidated
damages set in the contract.
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A "protected” employees may be sent to an agreed vacation without pay without a
government permit during the Corona virus crises
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Israeli law prohibits an employer from harming the terms of employment of an employee who is deemed
"protected". An employee will be deemed protected in a number of cases such as pregnancy, fertility
treatments period, 60 days after childbirth etc. A pre-authorization of the Ministry of Labor, Social Affairs and
Social Services is required to harm the terms of employment of a protected employee or to terminate such.

Emergency regulations promulgated April 06, 2020, provide that as of March 15, 2020, and as long as the
regulations are in effect (i.e., until the government cancels the emergency state created by the Corona
epidemic), an employer may send a protected employee to a leave without pay without first obtaining a permit
but only upon meeting several conditions, including: The period of the leave without pay is between 30 and
60 days, the leave is with the consent of the employee, when it comes to a pregnant employee it is not the
last month of pregnancy, the leave is due to the damages of the Corona epidemic and the protected employee
is not the only employee sent on leave, and a few additional conditions.
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Real Estate Law Updates
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An easement may be canceled in the absence of use or if there is a change in land or even in
the plans of its owners
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Owners of the inner part of a split plot located in the mountainous part of the city of Haifa passed for years through
the second section, on a steep slope, to the main road. Years later, the municipality built a public staircase outside
the plot, which created an alternate route to the main road and the second part of the plot also built a house in
1963, so the historic passage ceased to be used both due to the alternative roads and because it was dangerous,
due to the steep slope and the erosion and disappearance of some of the old stairs. However, in 2012 the owners
of the inner plot demanded a permanent right of passage through the other plot.

The Supreme Court held that the lawsuit should be rejected and no easement exists. An easement is a
proprietary right that permits a person to make use of the property owned by another, even if the owner of that
property is in later changed. Unlike contractual easement that requires a written agreement, in order to create an
easement by prescription, thirty continuous use without the owner's objection is required. An easement is a
temporary right and therefore it may be revoked or changed in the event of a lack of use of the easement, a
change in the circumstances of the use of the easement and a change in the property subject to it. An objective
change in the state of the real estate, and even a change in the subjective wishes of the landowner, such as the
desire to build and develop the plot, may justify the cancellation of an easement by prescription. Here, there was
no continuous use for 30 years, but even if there was, there are in any case ground for cancellation of the
easement due to the significant change in the circumstances of the use of easement.
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Responsibility of Directors and Officers under the Shadow of the Corona Virus /
Adam Doron Maimon, Adv., Paul Yoel Stephenson, (Au) Adv.”

The Corona Virus bears many health and economic risks, but also creates a new playing ground and set
of game rules that corporations and their managers have not previously faced. What negligence claims are
directors likely to face and how will they protect themselves from these anticipated future claims?

In light of the Corona Virus crisis, regulators around the world published their view regarding disclosure
obligations of reporting corporations whose operations could be materially affected by the crisis. The US
Securities and Exchange Commission issued a notice extending certain reporting deadlines set by law for
an additional 45-day period. In addition, according to the announcement, companies are expected to disclose
to investors information about material risks that the Corona Virus crisis has on the state of their business.

The Israeli Securities Authority also issued a notice encouraging companies whose business operations
are, or potentially, materially affected by the Corona Virus crisis, to ensure that investors are properly
informed. Immediate disclosure is required to be made regarding any impact that the virus is or may have
on business activity, including the board's estimation of the qualitative and quantitative impact of the
Corona crisis on the corporation. A notice by the Israeli Securities Authority is important but does not
solve all the risks to which companies, directors and executives are exposed as long as the crisis continues,
and together with it, the uncertainty in the markets.

In Australia, the Australian Securities Exchange (ASX) has issued a compliance update regarding the
Corona Virus, warning that a listed entity in financial difficulty remains subject to the same disclosure
standards as any other entity. Listed entities that have issued earnings guidance are strongly encouraged
to review their published guidance and, if it is no longer current, to update the guidance to the market or
otherwise inform that market that the guidance is withdrawn. Material operational decisions, such as a
decision to stand down a material number of employees or to close or suspend certain operations or
facilities, must also be disclosed to the market. The Australian Securities and Investments Commission
(ASIC) stated that it will maintain its enforcement activities and continue to investigate and take action
where the public interest warrants that it do so against any person or entity that breaks the law. This
includes an entity's breach of the market continuous disclosure obligations.

In an era where the number of claims against directors and officers is breaking records and the scope of
their responsibilities is increasing, reference numerous cyber events, the me-too campaign, climate
change, privacy claims and many more, it seems like just a matter of time before claims resulting from
the Corona Virus are made against companies, directors and executives. In 2019 premiums for Public

‘Attorney Adam Doron Maimon is director of customer portfolios in the Howden Technologies department in the Howden Israel Group
(howden.co.il). The Howden Israel Group is part of the London-based Hyperion International Insurance Corporation, which has 128
offices in 32 countries. Howden Israel is one of the three largest general insurance agencies in Israel and deals in a variety of insurance
areas: property and liabilities, contractors insurance, travel abroad, personal accidents, directors 'and officers' responsibilities, professional
liability, product liability, clinical trials, and medical malpractice. 'Works in collaboration with the Howden Group on both directors' and
officers' insurance (D&O Insurance) and Public Offering of Securities Insurance (POSI) in connection with issues of Israeli companies in
Australia.

Solicitor (Australia Only) Paul Yoel Stephenson is a senior attorney at the law office of Afik & Co., Attorneys and Notary
(www.afiklaw.com). Paul 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.

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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Offering of Securities Insurances (POSI) and Directors and Officers Insurances (D&O) worldwide, and
specifically in the United States and Australia were raised significantly. It is very likely that the Corona
crisis will result in a similar, perhaps even steeper increase, in these insurance premiums, both in Australia
and the rest of the world.

We believe, therefore, that the Corona crisis may soon lead to claims against directors and officers for
breach of disclosure obligations and, in particular, for non-disclosure of material risks to the corporation's
business, management failure, breach of duty of care and more. In order to mitigate these risks, it is
recommended that companies actively adopt risk management strategies. This is done by assessing the
impact of the virus on a company's business activities and by taking active steps to address these affects
by appointing business continuity teams, which should include senior management representatives
together with representatives of the risk assessment and legal teams. Also bear in mind that any selective
disclosure of sensitive information may also lead to other claims against directors and officers.

In addition, as notified by both the Israeli Securities Authority and the Australian Securities Exchange,
public companies should inform investors by making immediate disclosure regarding the existing and
future impacts that the Corona Virus may have on financial and operational performance (pursuant to
Section 32A of the Israel Securities Law, 1968 the D&Os and the company may be exempt from liability
for damage due to future looking information. While under the Australian law there isn't a similar exempt
under Listing Rule 3.1 of the Listing Rules of the Australian Securities Exchange companies should
disclose immediate and . future impacts to their operations).

Furthermore, due to the Corona crisis, many workers are likely to relocate to a home-based set-up and
connect remotely to the corporate network via personal computers. The result of this move may be to
expose the corporate network to the likelihood of cyber-attacks. Personal computers have weaknesses
that hackers may leverage to gain access to enterprise resources. Whilst we do not know the full
consequences of the Corona crisis and do not know fully how to deal with it, cyber threats are already a
recognized danger clear to all. Therefore, it is recommended that an organization's information security
personnel increase monitoring for potential attackers, instruct employees how to work in a cyber-safe
manner and maintain ongoing surveillance and supervision.

Notwithstanding all of the above, it is still difficult to imagine exactly how shareholders and markets will
continue to respond to Corona Virus related events. The responsibility of officers for acts and/or omissions
perceived as negligent and even reckless is only one scenario requiring consideration. However, taking
the above-mentioned steps and precautions may reduce the risks to which directors, officers and even the
companies themselves are exposed.

It is important to note that every company today is exposed to different risks, both those associated with
the nature of its activities, and now, specifically arising out of the affects of the Corona crisis. Given these
risks, and the regulatory and compliance obligations that are imposed on a company by the stock
exchanges on which it is listed, it is critical to engage the services of both an experienced insurance advisor
and a legal advisor with extensive experience in the relevant fields, including corporate law, contracts law,
labor law and the securities laws relevant to the stock exchange on which the particular company is listed.
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