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Afik & Co. marks the date of demise of Flemish painter Jan van Eyck (1390 - July 09, 1441), one of the greatest
painters of all time and one of the first to paint with oil paints.

T"IV ,20211 A7 TV ,2'9N NIT /DMIN0 D971 DYDY 7Y-2a71 'YM0imoY T vtanimen .1

From Pandorogate to Smotrich and Regev-Influencers and Covert Campaigns/Doron Afik, Esq.,
Hila Rosenberg, Adv.
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An article on the obligation to disclose consideration of online influencers for product promotion, both in light
of Chiara Ferragni's "Pandorogate" and the severe incidents of May and June 2025, in which Israeli Minister
of Finance and Minister of Transportation conducted “covert” campaigns. The article was written by Doron
Afik, Esq. and Hila Rosenberg, Adv. of Afik & Co. The article in English may be found at the link: https:/www.afiklaw.com/articles/a443
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An obligation to develop an innovative product is not necessarily a best-efforts obligation. Read more at:
https://www.afiklaw.com/updates/18036
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A pre-marital asset may become joint property if treated as such during the marriage. Read more at:
https://www.afiklaw.com/updates/18038
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A publication does not have to be slanderous or condemnatory to be deemed defamatory. read more at:
https://www.afiklaw.com/updates/18040
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Operating an unlicensed trading platform while not disclosing this to investors is a criminal offence.

Read more at: https://www.afiklaw.com/updates/18042
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The decision whether to give a bonus to an employee after the end of employment is at the discretion
of the employer. Read more at: https://www.afiklaw.com/updates/18044
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Negligence of a partner in managing bank accounts and supervision does not reduce liability for theft
by his partner. Read more at: https://www.afiklaw.com/updates/18046
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A shareholder who is not personally a party to an arbitration agreement will not be added to the
arbitration proceeding to which the company is a party. rRead more at: https://www.afiklaw.com/updates/18048
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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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From Pandorogate to Smotrich and Regev - Influencers and Covert Campaigns/Doron Afik, Esq., Hila
Rosenberg, Adv.
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An article on the importance of an Israeli will, and preferably an Israeli notarized will, when assets
exist in Israel, even if a will already exists in another jurisdiction. The article was written by Doron
Afik, Esq. and Attorney Osnat Nitay of Afik & Co. 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), which is part of BOKS International (www.boks-
international.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
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. Osnat Nitay, Adv. is part of the
legal team of Afik & Co. Osnat is a graduate of the Faculty of Social Sciences at the Hebrew
University of Jerusalem and has a degree in law. She holds a family mediation certificate from the
Gevim Center. Osnat is certified by the Israeli Ministry of Justice to create lasting powers of
attorneys and graduated a training of the Ministry of Justice on privacy protection.  The articke in Engiish

may be found at the link: https://www.afiklaw.com/articles/a442
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An obligation to develop an innovative product is not necessarily a best-efforts
obligation

A manufacturer agreed in an agreement to deliver an innovative machine but failed to fulfill its obligation.

The Court held that the project's innovation does not exempt the manufacturer from its duty to deliver the
product. A best-efforts obligation is essentially behavioral -it includes the duty to act professionally, skillfully,
and diligently to achieve the desired outcome, but does not guarantee that outcome. By contrast, an
obligation of result concerns the achievement of a specific, contractually defined outcome. The distinction
between the two depends on the construction of the contract. Where the agreement includes a clearly
defined result, timelines, and consideration, it is deemed an obligation of the result. In this case, the contract
language showed that the manufacturer believed it could produce the machine - despite its novelty -and
undertook to do so. Therefore, the innovative nature of the machine does not relieve the manufacturer from
its obligation to achieve the agreed result.
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A pre-marital asset may become joint property if treated as such during the
marriage

A married couple built and managed apartments on land the wife had received as a gift from her father prior
to the marriage with the land and apartments recorded on her name only, but the income from these
apartments was deposited into a joint bank account. After 23 years the couple divorced and the husband
contended that half of the rights are his.

The Supreme Court held that the land and the apartments are joint property and are thus equally owned by
the couple. The presumption of joint ownership states that a couple, who live together and maintain a
common household, is presumed to have the property accumulated during their life together belonging to
both, in equal parts, unless their intention was different. Generally, assets that belonged to one spouse
before the marriage or were received as a gift or inheritance are not deemed part of the joint property.
However, if the couple behaved in practice as if the asset belonged to both, sometimes, ignoring the
separation over the years may turn even an asset that is not part of the presumption of joint ownerhip into a
joint asset. Here, the assets were not separately handled, the husband was actively involved in managing
and developing the asset over the years, and the income generated from the assets was deposited into a
joint account. Therefore, the land given to the wife as a gift before the marriage and the apartments built
thereupon became part of the joint property to be divided equally in the divorce.
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A publication does not have to be slanderous or condemnatory to be deemed
defamatory

An influencer published posts which included the phone numbers of leaders of the Kaplan protest (protests
against the Israeli government) and encouraged her readers to contact those people and purchase various
retail products from them, even though those people do not sell products. As a result of the publication, the
people were harassed with dozens of phone calls.

The Court accepted the claim and held that it is defamation. Defamation is a publication which is likely to
humiliate a person or corporation in the eyes of others, making them a target of hatred and contempt due to
actions, behavior or attributes attributed to them that harm their position, whether a public position or
another, in their business, occupation or profession. In order for a publication to be deemed defamation it
does not have to be slanderous and the harm shall be reviewed subject to the circumstances of each case,
including reviewing the intent of the publication and the manner in which a reasonable person would interpret
what is stated therein. Here, the publications amount to a distortion of the protest activists' true profession
in @ manner that is likely to mislead the reasonable reader. Therefore, the purpose of the publication was
to undoubtedly to harass the protest activists. Hence, this is a publication that aims to humiliate its subject
and harm his profession and amounts to defamation.
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Operating an unlicensed trading platform while not disclosing this to investors is a
criminal offence

People operated a computerized trading platform that enabled investors to trade with it in a contract for
differences - a financial instrument which value derives from the price of the underlying asset, as determined
by the trading platform itself. The lack of license for the trading platform was not disclosed to the investors,

and they were also presented with false representations that the platform did not profit from their losses and
that it had a solid economic background and operational expertise, while it was a new platform.

The Court held that the platform operated illegally and that the actions of its operators amounted to fraud.
Israeli law requires obtaining a license in order to operate a trading platform. The importance of regulation
stems from the fact that trading is carried out with the arena itself and is therefore sometimes characterized
by a conflict of interest between it and the client because when a client loses as a result of a transaction in
a financial instrument, the platform gains the full loss, and when the client gains, the platform is obliged to
pay him the full profit. Here, the trade is in the form of a contract in which the seller undertakes to pay the
buyer the difference between the current value of the underlying asset on the day of the transaction and its
value upon realization of the contract. In a contract of differences, the client gains or loses depending on
the direction of the transaction he chose. Therefore, when the platform operators took advantage of the
knowledge gaps with the clients and hid the fact that the underlying asset was determined by them, that
they profited from the losses of the clients and that they lack a license, they obtained money from the
investors by fraud and therefore found criminally liable and sentence to prison.
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The decision whether to give a bonus to an employee after the end of employment
is at the discretion of the employer

An employer announced that it intends to grant a bonus to employees for past achievements in two
installments. The employer refused to grant the second half of the bonus to an employee who announced
her resignation, because she would no longer be deemed an employee on the date of the second payment.

The Court rejected the employee's claim to receive the balance of the bonus because the grant of a bonus
is part of the employer's prerogative to manage its business and there is no justification for interfering with
it. The principle decision whether to pay a bonus is at the discretion of the employer. The true essence of
the bonus is to provide an incentive to the employees, looking towards the future. Here, there was no
provision in the employment agreement that obligates the employer to pay a bonus, even more so after the
termination of the employment relationship. The discretion given to the employer also includes the possibility
that the bonus will be paid, in whole or in part, only to employees employed by the employer or in




installments. Therefore, there is no justification for intervening with the employer's prerogative and its
decision not to grant the employee the balance of the bonus after her employment terminated.
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Negligence of a partner in managing bank accounts and supervision does not
reduce liability for theft by his partner

A business owner established a business and opened a bank account in his name, through which the
business funds were managed. At the same time, the other partners were responsible for operating the
business. However, the owner gave the partners access to the account and did not supervise their actions.
During this time, the partners withdrew funds from the account without his knowledge, contrary to the
agreement between the parties, and without authorization.

The Court held that the partners must return the amount they misappropriated, even though the business
owner bore contributory fault. Contributory fault enables a fair and efficient allocation of liability between the
parties. However, recognizing the contributory fault in cases of theft would incentivize theft and such a
defense is not applicable in these circumstances towards the negligent party. Here, although the business
owner was negligent in granting access and failing to supervise their actions amounts to contributory fault
because their actions involve theft, this does not detract from the partners’ duty to repay the full amount.
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A shareholder who is not personally a party to an arbitration agreement will not be
added to the arbitration proceeding to which the company is a party

A controlling shareholder in a company was added as a party to an arbitration proceeding, even though he
is not personally a party to the arbitration agreement, but rather the company.

The Supreme Court held that there was no reason to add the controlling shareholder to the arbitration
proceeding by virtue of piercing the corporate veil. An arbitration proceeding derives its power from the
agreement of the parties. Piercing the corporate veil will be done sparingly and only in exceptional cases
enshrined in the law, which includes several forms of piercing the corporate veil, including, inter alia: "full"
piercing (section 6(a) of the Israeli Companies Law) which deals with the attribution of a 'debt' of the
company to its shareholder; and a "reversed" or "imaginary" piercing of the corporate veil (section 6(b) of
the Israeli Companies Law) that allows attributing a "trait, right or obligation" of a shareholder to the company
in cases where it is "just and right" to do so and for a specific need and also allows to attribute a right from
the company to its shareholder. Here, piercing the corporate veil was not possible for the purpose of adding
the controlling shareholder to the arbitration proceeding, both because the addition of a party to the
arbitration proceeding does not constitute "attribution of debt" and because it is not a matter of attribution of
a " trait" and it is not possible to classify an arbitration mechanism as a "right" or as an "obligation", because
it is a neutral provision. Therefore, a shareholder who is not a party to the arbitration agreement and has
not express his consent to take a party in such arbitration proceeding, explicitly or implicitly, will not be added
to an arbitration proceeding to which the company is a party.
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From Pandorogate to Smotrich and Regev - Influencers and Covert Campaigns/Doron Afik, Esq., Hila Rosenberg, Adv."

The story of "Pandorogate" — the marketing scandal that befell Chiara Ferragni, one of the most prominent influencers in the
world, is a flashing warning sign for anyone who operates at the intersection of business, communication and personal
branding. In Israel as well, in May and June, 2025, very severe affairs have been exposed in the press. In one of which it was
exposed by Walla magazine in May 2025, that Israel Finance Minister Bezalel Smotrich launched a state-funded social media
influencers campaign to glorify his name (without such influencer disclosing that they are paid). About two weeks later, the
same media exposed that the Minister of Transportation, Miri Regev, also ran a similar campaign to glorify her name.

At the center of the Pandorogate affair is a marketing campaign for an Italian holiday cake in cooperation with Balocco,
which was marketed to the public under the clear impression of the followers that the purchase of the product constitutes a
contribution to a hospital for children with cancer. In practice, the donation was made ahead of time, regardless of sales,
while the main campaign revenues flowed into Ferragni's pocket and the companies under her control. In the wake of the
affair, in 2024 Italy passed legislation that requires influencers with large audiences to disclose in detail any collaboration
that presents itself as a donation, including the identity of the beneficiaries, the amounts of the donation, and the manner in
which such are calculated. In addition, the Italian authorities imposed a personal fine of Euro 400,000 Ferragni and an
additional fine of EURO 675,000 on her companies, and a criminal investigation was opened that led to indictment for
fraud under aggravated circumstances - an offense for which the penalty can reach up to five years imprisonment. Alongside
all this, naturally, the involved also endured and expected blow to public trust in them, a sharp decline in the brand value
and loss of commercial agreements. Will criminal proceedings also be initiated in Israel and fines be imposed on those
involved in the affair of the publications of ministers Smotrich and Regev, and the social media influencers involved, such
as Yinon Magal, Moshe Kursia, Yael Bar Zohar, Maya Dagan, Michal HaKatana (Michal Weizmann), Guy Hochman, Itay
Herman ("The Chaser"), Kobi Maimon, Simcha Guetta?

The Israeli Consumer Protection Law not only prohibits misleading consumers, but also prohibis covert advertising. The
law states that an advertisement that may lead a person to assume that what is stated in it is not an advertisement will be
deemed misleading advertising, even if the content of the advertisement itself is not misleading. Thus, influencers who
actually carry out an advertisement are obligated to inform about it in order to prevent a situation in which consumers may
assume that it is not a marketing message. The definition of "advertisement" under Israeli law is very broad and also
includes "advertising that is financed or supported by a commercial entity related to the subject of the advertisement, or for
which the advertiser has received, in advance or retroactively, payment or any other benefit, or an undertaking to receive
such from such a commercial entity." Thus, for example, in the Bar Refaeli case', the Court found that a discount received
by a celebrity is in fact income for all intents and purposes. Admittedly, not any case in which a web influencer receives a
free product turns each upload by the influencer of the use of the product into an advertisement, but certainly if such
influencer receives payment for it, he must disclose it. The cause of action under the Consumer Protection Law is civil and
criminal and the law also imposes liability on corporate officers, who are to supervise and do everything possible in order
to prevent a breach of the law. Moreover, the law also explicitly states that if a violation was committed by any company
employees, the presumption is that the employer did not fulfill its duty to supervise.

"Pandorogate" is not a specific case, but rather a wake-up call for anyone who operates in an era where reputation is a
currency and the legal liability begins long before a contract is signed. No less than a consumer question, it is a question
of public trust, the boundaries of marketing, and the power of the law to enter the areas of "emotions." FEither way, it is
vital when conducting an online campaign to be accompanied by lawyers with extensive experience in the field of social
media and the Internet’.

“Doron Afik, Esq. is a notary public and an attorney admitted to practice in Isracl and New York and is the managing partner of Afik & Co., Attorneys
and Notaries (www.afiklaw.com), which is part of BOKS International (www.boks-international.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 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. Adv. Hila Rosenberg focuses on commercial law, labor law and litigation. This
overview does not constitute any legal advice and it is recommended to consult with an attorney who specializes in this field before making any

decision on the issues described in this review. For more information: 03-6093609, or by e-mail:_afiklaw@afiklaw.com.
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De Pandorogate a Smotrich v Regev - Influencers y Campaiias Encubierta / Doron Afik, Esq., Hila Rosenberg, Adv."

La historia del "Pandorogate", el escandalo de marketing que se desatod sobre Chiara Ferragni, una de las influencers mas
destacadas del mundo, es una sefal de advertencia intermitente para cualquiera que opere en la interseccion de los negocios,
la comunicacion y la marca personal. También en Israel, en mayo y junio de 2025, la prensa ha expuesto asuntos muy
graves. En uno de los casos, la revista Walla expuso en mayo de 2025 que el ministro de Finanzas de Israel, Bezalel
Smotrich, lanzo una campafia de influencers en las redes sociales financiada por el Estado para glorificar su nombre (sin
que dicho influencer revele que se les paga). Unas dos semanas después, el mismo medio de comunicacion expuso que la
ministra de Transporte, Miri Regev, también llevo a cabo una campaia similar para glorificar su nombre.

En el centro del asunto Pandorogate se encuentra una campafia de marketing para un pastel navideno italiano en cooperacion
con Balocco, que se comercializé al publico bajo la clara impresion de los seguidores de que la compra del producto
constituye una contribucion a un hospital para nifios con cancer. En la practica, la donacion se hizo con anticipacion,
independientemente de las ventas, mientras que los principales ingresos de la campaiia fluyeron hacia el bolsillo de Ferragni
y las empresas bajo su control. A raiz del asunto, en 2024 Italia aprobd una legislacion que obliga a los influencers con
grandes audiencias a revelar en detalle cualquier colaboracion que se presente como una donacion, incluida la identidad de
los beneficiarios, los montos de la donacion y la forma en que se calculan. Ademas, las autoridades italianas impusieron
una multa personal de 400.000 euros a Ferragni y una multa adicional de 675.000 euros a sus empresas, y se abri6 una
investigacion penal que condujo a la acusacion por fraude en circunstancias agravadas, un delito por el que la pena puede
llegar hasta los cinco afios de prision. Junto a todo esto, naturalmente, los implicados también sufrieron y esperaban un
golpe en la confianza del publico en ellos, una fuerte caida en el valor de la marca y la pérdida de acuerdos comerciales.
(Se iniciaran también procedimientos penales en Israel y se impondran multas a los implicados en el asunto de las
publicaciones de los ministros Smotrich y Regev, y a los influencers de las redes sociales implicados, como Yinon Magal,
Moshe Kursia, Yael Bar Zohar, Maya Dagan, Michal HaKatana (Michal Weizmann), Guy Hochman, Itay Herman ("El
Cazador"), Kobi Maimén, Simcha Guetta?

La Ley de Proteccion al Consumidor israeli no solo prohibe engafiar a los consumidores, sino que también prohibe la
publicidad encubierta. La ley establece que un anuncio que pueda inducir a una persona a suponer que lo que se afirma en
¢l no es un anuncio se considerara publicidad engafiosa, incluso si el contenido del anuncio en si no es engafioso. Por lo
tanto, los influencers que realmente realizan un anuncio estan obligados a informar sobre ¢l para evitar una situacion en la
que los consumidores puedan suponer que no se trata de un mensaje de marketing. La definicion de "publicidad" en la
legislacion israeli es muy amplia e incluye también "la publicidad financiada o respaldada por una entidad comercial
relacionada con el tema de la publicidad, o por la que el anunciante ha recibido, por adelantado o retroactivamente, un pago
o cualquier otro beneficio, o el compromiso de recibirlo de dicha entidad comercial". Asi, por ejemplo, en el caso Bar
Refaeli ', el Tribunal dictaminé que un descuento recibido por una celebridad es, de hecho, un ingreso a todos los efectos.
Es cierto que no cualquier caso en el que un influencer web reciba un producto gratuito convierte cada carga por parte del
influencer del uso del producto en un anuncio, pero ciertamente si dicho influencer recibe un pago por ello, debe divulgarlo.
La causa de accion en virtud de la Ley de Proteccion al Consumidor es civil y penal, y la ley también impone responsabilidad
a los funcionarios corporativos, que deben supervisar y hacer todo lo posible para evitar una violacion de la ley. Ademas,
la ley también establece explicitamente que si una violacidén fue cometida por algiin empleado de la empresa, se presume
que el empleador no cumpli6 con su deber de supervision.

"Pandorogate" no es un caso especifico, sino mas bien una llamada de atencion para cualquiera que opere en una era donde
la reputacion es una moneda de cambio y la responsabilidad legal comienza mucho antes de que se firme un contrato. No
menos que una pregunta del consumidor, es una cuestion de confianza publica, los limites del marketing y el poder de la
ley para entrar en las areas de las "emociones". En cualquier caso, es vital a la hora de realizar una campafia online ir
acompafiado de abogados con amplia experiencia en el 4mbito de las redes sociales e Internet’.

* Doron Afik, Esq. es notario publico y abogado admitido para ejercer en Israel y Nueva York y es socio director de Afik & Co., Attorneys and
Notaries (www.afiklaw.com) , que forma parte de BOKS International (www.boks-international.com). Doron fue profesor adjunto en la Universidad
Hebrea. Doron ensefia Fusiones y Adquisiciones como parte del programa EMBA. La practica de Doron se centra principalmente en transacciones
internacionales, incluidas fusiones y adquisiciones, resolucion de disputas y cuestiones de derecho publico. Se gradud de un curso de resolucion
alternativa de disputas de la Union Europea y de la Master Class de la ICC para arbitros y también se desempefia como arbitro. La abogada Hila
Rosenberg se enfoca en derecho comercial, derecho laboral y litigios. Esta descripcion general no constituye ningin asesoramiento legal y se
recomienda consultar con un abogado que se especialice en este campo antes de tomar cualquier decision sobre los problemas descritos en esta revision.

Para mas informacion: 03-6093609, o por correo electronico: _afiklaw@afiklaw.com.
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