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Afik & Co. marks August 10, 1993, the date of commencement of office of Associate Justice of the Supreme Court of
the United States, Ruth Bader Ginsburg (March 15, 1933 - September 18, 2020).
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Do you have cash on you? / Adi Marcus, Adv.
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An article dealing with the limitations on use of cash
in transactions in Israel as of August 2022. The article
was written by Adi Marcus, Adv. of Afik & Co., lawyers

and notaries. The article in English may be found at the link:
https://www.afiklaw.com/articles/a367
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Globes: Security Matters jumps 150% on Nasdaq SPAC deal
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The articles deals with a complex reverse merger
transaction, under which Security Matters (a company
| that Afik & Co. managed its IPO in Australia in 2018 and
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English may be found at the link: https://www.afiklaw.com/articles/p367
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Opening a voluntary liquidation procedure in order to avoid paying the company's debts is
grounds for piercing the corporate veil. Read more at: htp://www.afiklaw.com/updates/13978
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Splitting the consideration received for a transaction for the purpose of artificially reducing the tax
burden requires a reclassification of the consideration. Read more at: http://www.afiklaw.com/updates/13980
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http://he.afiklaw.com/updates/13982
Claims by Israeli consumers against Facebook will be governed by the laws of the state of Israel
and not the laws of California. Rread more at: http://www.afiklaw.com/updates/13982
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A declaratory verdict outside Israel as to trademarks ownership does not automatically create
rights in Israel. Read more at: http:/www.afiklaw.com/updates/13984
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In the event of a "draw" between bidders the tender committee is obliged to examine all options
and duly reason its decisions. Read more at: http:/www.afiklaw.com/updates/13986
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A sale agreement entered into for the purpose of obtaining a mortgage will not be deemed
fictitious if the parties have de facto consummated it. Read more at: http://www.afiklaw.com/updates/13988
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Afik News is the bi-weekly 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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Do you have cash on you? / Adi Marcus, Adv. ‘
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An article dealing with the limitations on use of cash in transactions in Israel as of August 2022. The article
was written by Adi Marcus, Adv. of Afik & Co., lawyers and notaries. Adi Marcus, Adv. is an attorney in the
office of Afik & Co. (www.afiklaw.com) who focuses primarily on commercial and corporate law, copyrights,
media law and international transactions. Advocate Marcus holds a major in law, an M.A in communication
from Tel Aviv University and an international MBA from Bar llan University. She completed her internship
at the Ministry of justice under the Deputy Attorney General focusing civil law and copyright law, then worked
for about 18 months in the office of Shlomo Cohen in the field of intellectual property, about 11 years in the
legal department of the communications network "Noga Network" (Channel 2 of TV), with her last position
before the company merged with Channel 10, was head of department in the legal department and then,
before joining the firm, as Kneller Artists Representation's internal legal advisor, representing in all matters

of legal advice to artists and cultural figures, both in Israel and internationally.  The article in English may be found at the
link: https://www.afiklaw.com/articles/a367
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Media Publications Regarding Afik & Co. Activity |
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Globes, July 26, 2022, the reporter Shiri Habib-Valdhorn published an article under the title "Globes: Security
Matters jumps 150% on Nasdaq SPAC deal."

The articles deals with a complex reverse merger transaction signed and announced to the stock exchanges
in Australia and NASDAQ, under which the public company Security Matters (a company that the office of
Afik & Co. managed its IPO in Australia in 2018 and escorts it in its global activity), traded on the Australian
Stock Exchange (ASX:SMX) is relocating to Ireland and merges with the Lionheart Il Corp. (Nasdagq: LION)
so as to become an Irish NASDAQ traded company.

The legal aspects of the offering are jointly managed by lawyers Doron Afik and Shelly Wilner of Afik & Co.
together with the K&L Gates office in Melbourne (partner Harry Kingsley) and New York (partner Robert
Matlin), the Arthur Cox office in Ireland (partner Connor Manning) and with the IPOs and SPACs consultant
Robert Brown of ClearThink.

The publication in English may be found at the link: https://www.afiklaw.com/articles/p367
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Opening a voluntary liquidation procedure in order to avoid paying the company's
debts is grounds for piercing the corporate veil

A shareholder of a company commenced voluntary liquidation of the company even though he knew that
there was a debt to another company that provided services to the company in the amount of approximately
ILS 200,000 which he failed to settle.

The Court accepted the claim and held that the corporate veil is to be pierced and the shareholder held
liable for the company debt. Piercing the corporate veil is an extreme action which is not done as a matter
of routine and there is a need for special circumstances to justify it, such as abuse of the corporate veil to
defraud a person or deprive a creditor of the company. The fact that a contract is entered into with a single-
shareholder company or a company controlled by a single person or that it is assetless, is not by itself
grounds for pierce the corporate veil. In this case, the company had a sole shareholder who was also its
manager and the living spirit behind it. The shareholder made a commitment to a supplier of services to the
company that he would repay the debt, but asked to wait a little so that he could collect money from
customers during this period of time which will allow him to make the payment. Later, it turned out that the
shareholder usurped the time given to him and inter alia used the time to liquidate the company (by voluntary
liquidation process) and falsely declared that the company is able to pay all of its debts within 12 months
while he did not act to pay off the debt or settle it. Therefore, the shareholder's conduct was not in good
faith and justifies piercing the corporate veil and holding him fully accountable for the company debt.
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Splitting the consideration received for a transaction for the purpose of artificially
reducing the tax burden requires a reclassification of the consideration

A company and its owner entered into an agreement for the sale of the company's activities. As part of the
transaction, the owner signed a separate agreement, the main part of which was a commitment of non-
competition, and received a separate financial consideration against this commitment, which was reported
to the tax authorities as income revenue.

The Court held that the payment for the non-compete obligation was part of the transaction and therefore
needed to be reported and taxed as part of the transaction. In order to establish the taxable nature of non-
compete payments it is necessary to examine whether the stipulation is an authentic stipulation and not a
fictitious stipulation that is a cover for other payments as part of an attempt to avoid paying tax. One of the
indications of a true non-compete stipulation, is a reasoned and calculated division of the consideration
between the main receipt and the receipt for the non-compete obligation. Once it is determined that the
obligation is a true non-compete condition, it must be examined whether it is a capital gain or an income
revenue, while, in the case of a payment given to the employee by his employer, the assumption is that the
payment is part of income revenue. Here, the commitment to non-compete was an integral part of the
transaction with the company, as the original transaction agreement expressly stated, and it does not appear
that a real attempt was made to assess the economic value of each of the consideration components, which
raises the concern that the split was done for reasons of at attempt to reduce the tax burden. Therefore the
company must be required to pay tax for the consideration in full, including the non-compete amount, as




part of the sale transaction, and the owner must pay tax for receiving the amount from the company as
dividend.
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Claims by Israeli consumers against Facebook will be governed by the laws of the
state of Israel and not the laws of California

A client filed a claim against Facebook in Herzliya, Israel for damages caused by Facebook due to poor
service, but the rules of use states that any claim against Facebook must be governed under California law.

The Supreme Court held that the governing law clause depriving Facebook's consumers, including small
businesses that purchased advertising services from it. A standard form contract is a contract whose terms
have been dictated in advance by a supplier to an indefinite group of customers. The Israeli law allows the
Court to cancel an unreasonable unilaterally privileges if it causes customer deprivation or gives an unfair
advantage to the supplier in a way that may result in customer deprivation. However, not everyone who
signs a standard form contract with a foreign governing law will be protected as a 'consumer' and a distinction
must be made between large and "sophisticated" businesses, with financial strength, relevant experience
and expertise and small businesses. Governing a foreign law in a transaction made with an Israeli consumer
in Israel results in an unreasonable and unfair advantage for Facebook, which enjoys the huge power gap,
especially if the consumer is a private individual or a small business, who is not a “sophisticated” player and
cannot know what the foreign law is at the time of the transaction or even when the conflict erupts. However,
Court must determine first if the client can be considered a small business and if so, the governing law
clause will be canceled and the claim against Facebook will be conducted according to the laws of the state
of Israel.
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A declaratory verdict outside Israel as to trademarks ownership does not
automatically create rights in Israel

A Russian government authority, which was previously the owner of the rights to the trademarks of the
Stolichnaya and Muscovskya Vodka brands, sought a declaration that the claimer of ownership of the
trademarks in Israel does not own the marks and is prohibited from using them, relying on a judgment given
in the Supreme Court of the Netherlands that determines its ownership in the signs in the Benelux countries.

The Court held that the ownership of marks cannot be determined based on the Dutch holding. There are
two tracks for recognizing a foreign judgment in Israel: enforcement and recognition. A judgment that




imposes a personal liability is intended for the enforcement route and then it is required to examine whether
the judgment is applicable and can be implemented in the State of Israel. However, a judgment that
determines status or is declarative is intended for recognition, either through a bilateral treaty between the
countries that allows direct recognition, or for reasons of justice that allows incidental recognition. Here, in
the absence of a bilateral treaty or reasons of justice, the only possible route to apply the Dutch judgment
is the enforcement route. However, the Dutch judgment is not enforceable because it does not impose a
personal obligation but is mainly declarative, granting the governmental authority proprietary rights, and is
not applicable in the State of Israel as it is limited to determining the ownership of marks in the Benelux
countries only. Thus, it is not possible to determine that the Russian governmental authority is the owner of
the marks or to prohibit the owner of the marks in Israel from using them.
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In the event of a "draw" between bidders the tender committee is obliged to examine
all options and duly reason its decisions

Two bids in a tender received the same weighted score when the terms and conditions of the tender did not
stipulate a "tie-breaker" mechanism. Despite this, the tender committee preferred the cheapest bid without
reasoning.

The Court cancelled the decision made by the tender committee and held that the tender committee will
hold a renewed hearing before making its duly reasoned decision. An administrative authority is obliged to
consider and examine the options before it, on their merits and demerits, and to duly reason its decisions.
Here, the tender terms and conditions established a mechanism for scoring the offers, where 80% of the
score will be awarded to the price component, while 20% of the score will be according to the quality
component, but after weighing the bids, a rare situation of a "draw" occurred between the bidders. The
tender did not set rules to resolve such scenario, but the tender committee had several options to choose
from: First, to cancel the tender and conduct a new tender that will address such issue; Second, splitting
the winnings between the two bidders with their consent; Third, conducting a bidding procedure between
the two bidders; Fourth, holding a raffle; and fifth, giving the right to argue the matter to both bidders and
choosing one of the two bids. In this case, the tender committee decided not to split the works even though
the two bidders had agreed to it, but preferred to enter into contract with only one of the bidders with the
cheaper bid, without reasoning it and without considering all the different options. Therefore, there was a
flaw in the tender committee's decision and the discussion is to be returned to the committee in order for it
to re-examine its decision and duly reason it.
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A sale agreement entered into for the purpose of obtaining a mortgage will not be
deemed fictitious if the parties have de facto consummated it

Two business partners agreed among themselves that the one transfer his apartment to the other without
consideration, even though the sale agreement stipulated that consideration was paid and additional
consideration will be paid, so that the other will use the apartment as collateral for a loan for a joint venture
of the partners and after the loan is repaid to the financing bank, the apartment will revert to the original
owner. In practice, the original owner continued to use the apartment as if it was his own. Later, the other
partner ran into financial difficulties, and one of his creditors recorded a lien on the rights to the apartment.

The Court held that the original owner is entitled to regain his rights in the apartment, regardless of the lien.
Israeli law stipulates that a fictitious contract is void. However, there is a difference between a situation
where behind the fictitious contract there is a hidden contract, which the parties intend to uphold, and which
represents their true will and a situation where the parties are not interested in changing the legal situation
and there is no such hidden contract. Here, the parties really intended to transfer the rights to the name of
the purchaser for the purpose of obtaining the mortgage from the bank, reported the transaction to the tax
authorities, and actually recorded the real estate in the name of the buyer. The agreement was not
concluded in order to avoid paying the partner's debts to the creditors, no consideration was given for the
agreement and the original owner continued to act as>| the apartment is his own. Therefore, the right of the
original owner prevails over the creditor’s right and he is entitled to regain the rights ox the apartment
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Do vou have cash on vyou? /Adi Marcus, Adv. *

At the beginning of August, 2022, the "second step" of the law to reduce cash payments in Israel entered
into effect, lowering the cash payment cap allowed in Israel for a business owner to merely ILS 6,000.
The law was enacted back in 2018 with the aim of reducing the use of cash in favor of using other means
of payment, so that the authorities, and especially the tax authorities, can monitor the movement of funds
in the market and reduce the phenomena of tax evasion, money laundering, drug trafficking, etc.

However, the question arises as to whether the law is even necessary. It is abundantly clear to
everyone that even without the law, with the advancement of technology and the development of
various electronic payment methods, from credit cards to payment apps and digital wallets, there is a
consistent decrease in the use of cash around the world. In Israel especially, where the proportion of
cash in the total GDP is low compared to many developed countries, it is not certain that limiting the
use of cash is the solution needed for the war on the “Shadow Economy”.

However, the 2014 Locker Committee report, which actually led to the legislation in question, found that
a fifth of the economic activity in the State of Israel is unreported. This failure to report leads to massive
losses, estimated at tens of billions per annum to the State, which, inter alia, imposes a heavy burden on
the law-abiding taxpaying public. In addition, and despite the global downward trend in the use of cash,
during the Covid19 period there was a halt and reversal in the aforementioned trend, as people tended to
pay cash and many small businesses continued to provide services against cash during lockdowns, a fact
that indicates that this is a “fragile’ trend which is put in danger during crises, both globally and nationally.

The current amendment to the law is significant in two ways: one, it significantly lowers the amount
allowed for cash transactions from ILS 11,000 to only ILS 6,000 (with certain exceptions) in a
transaction between a person and a business and to only ILS 15,000 between private individuals;
second, it allows the imposition of fines, ranging from 10% of the transaction and up to 30% of the
excess amount, not only on the business who receive the cash, but also on the customer. The law
prohibits splitting payments and applies to all types of transactions, including payment of wages and
rent, but does not apply to charitable organizations and the granting of gifts and donations, including
between family members. The amount in the law even includes VAT and all the things accompanying
the transaction - so one cannot separate, for example, in a purchase transaction, between the VAT
component or surcharges for transport or assembly and avoid the legal obligation in this way.

However, it should be noted that there are several issues with the law. First, the law is subject to
criticism because it raises concerns about the harm it causes to vulnerable populations, including
refugees, the elderly and freelancers, some of whom have limited access to digital means of payment
and some of whom may be harmed because the currently allowed amount is lower than the average
wage in the economy. In addition, while it makes it difficult for the public and small businesses in
particular, it benefits the banks and credit companies as it will lead to an increase in the use of credit
cards and bank transfers that charge hefty fees from the public for use.

In addition, and from an operative point of view, it is unclear how the Tax Authority plans to enforce
the law. In the past, when the threat of fines was on business owners only, the Authority could carry
out enforcement through audits of businesses. It is unclear how the Authority intends to locate
customers who made cash payments, a transaction which by its very nature does not leave a "digital
trail" and does not necessarily include the customer's details in a way that allows for simple tracking.

Despite the aforementioned difficulty, it is recommended not to rely on the fact that the Authority
will have difficulty locating violators, but to make sure to examine in each and every case whether a
cash transaction meets the conditions of the law and not to risk heavy fines unnecessarily.

‘Adi Marcus, Adyv. is an attorney in the office of Afik & Co. (www.afiklaw.com) who focuses primarily on commercial and corporate law, copyrights,
media law and international transactions. Advocate Marcus holds a major in law, an M.A in communication from Tel Aviv University and an international
MBA from Bar Ilan University. She completed her internship at the Ministry of justice under the Deputy Attorney General focusing civil law and copyright
law, then worked for about 18 months in the office of Shlomo Cohen in the field of intellectual property, about 11 years in the legal department of the
communications network "Noga Network" (Channel 2 of TV), with her last position before the company merged with Channel 10, was head of department
in the legal department and then, before joining the firm, as Kneller Artists Representation's internal legal advisor, representing in all matters of legal advice
to artists and cultural figures, both in Israel and internationally. 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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Security Matters jumps 150% on Nasdaq
SPAC deal

SPAC Credit: Shutterstock
26 Jul, 2022 13:23 Shiri Habib-Valdhorn

The Israeli company will delist from the Australian Securities Exchange and be traded on
Wall Street, when the $200 million merger with Lionheart is completed.

Israeli company Security Matters (ASX: SMX) share price jumped 150% on the Australian
Securities Exchange after reporting an agreement to merge with Nasdag-traded SPAC at a

company valuation substantially higher than its current market cap.

Security Matters has developed solutions to mark products to track them in the supply
chain and ensure authenticity. The company held its IPO in Australia in 2018 but recently its
share price has been treading water below its IPO price of A$0.20.

The company has now agreed to merge with US company Lionheart lll Corp. (Nasdaq: LION)
at a company valuation of US$200 million, before money. The jump in Security Matters
share price by 150% still leaves its market cap at A$18 million (US$12 million) a long way

below its planned SPAC merger valuation.
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The SPAC merger will create a company witha pro-
forma value of $360 million and Security Matters

shareholders will hold 55.5% of the merged company,

assuming no redemptions by Lionheart shareholders.

Security Matters current shareholders include several

kibbutzim: Ketura with a 10.8% stake, Deganya Aleph

with a 6.3% stake, and Kfar Glikson, Magen and Yizreel

with smaller stakes.

If the deal includes no redemptions by Lionheart

shareholdersn then Security Matters will have $116 million for operations, financing and
strategic opportunities. The merged company will delist from the ASX and be based in
Ireland.

SPAC companies are blank check companies with no activities, which raise capital on the
stock market in order to merge with an existing company. The company is committed to
completing such a merger within a defined period of time or returning the capital to
investors. For private companies a SPAC provides access to the US stock exchange without
needing to conduct an IPO. The SPAC market peaked in 2020 and 2021 and has since cooled
considerably.

Adv. Doron Afik, legal advisor to Security Matters, has been supporting the company since
before its ASX IPO. He said that the SPAC process began over a year ago. "This is not a
regular deal, certainly not in today's problematic SPAC market. Lionheart is the third in a
series of a serious financial entity that has raised $125 million recently (in November 2021).
| deliberately stress recently because one of the problems on the SPAC market is that there
are companies that are set to break up or must merger and then they merge with
unsuitable companies and the result is a collapse. This negatively influences all the market."

Afik describes the Security Matters merger as, "a genuine merger deal, not a merger with a
bank account like other SPAC deals. He added that a former Israel Ophir Sternberg has
been appointed chairman of Security Mattersy

Afik added, "Security Matters has a revolutionary product that not only changes the way in
which we mark products and materials but brings a huge news to the recycling market and
all circular economies. It allows manufacturers to identify their materials and creates an
incentive to pay money to those who collect their waste, or punishment for those who do
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