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Afik & Co. markiert das Todesdatum des dsterreichischen Zoologen Karl Ritter von Frisch (20. November 1886 —
12. Juni 1982), der 1973 den Nobelpreis fiir Physiologie oder Medizin fir die Entschllisselung der Sprache der
Bienen erhielt.
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Afik & Co. marks the date of demise of Austrian zoologist Karl Ritter von Frisch (November 20, 1886 - June 12,
1982), 1973 Nobel Prize in Physiology or Medicine laureate for deciphering the language of bees.
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I now pronounce you partner and partner / Yair Aloni, Adv.
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http://he.afiklaw.com/articles/a415
An article on the meaning of a joint activity without an
agreement, which may create the status of a
partnership, on all the meanings of this. The article

was written by attorney Yair Aloni of Afik & Co. Thearticle
in English may be found at the link: https://www.afiklaw.com/articles/a415
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Legal Updates
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It is possible to hold international insolvency proceedings in Israel and to recognize a foreign
official as an official in Israel. Read more at: http://www.afiklaw.com/updates/16516
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When an apparent contract reflects the parties’ intention it shall not be canceled even if it entails
inaccurate facts. Read more at: http://www.afiklaw.com/updates/16518
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A bank may refuse to grant services if there is suspicion of breach of international sanctions. Rread

more at: http://www.afiklaw.com/updates/16520
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Representation that were not included in a contract may be deemed waived. Read more at:
http://www.afiklaw.com/updates/16522
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In the absence of a personal guarantee one cannot demand from an intermediary party to repay a
thlrd-party debt. Read more at: http://www.afiklaw.com/updates/16524
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Tagging on Facebook may be deemed defamation. Read more at: http://www afikiaw.com/updates/16526
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An apartment tendered to the purchaser with defects that affect the comfort of living only is not
deemed an apartment that was not tendered. Read more at: http://www.afiklaw.com/updates/16528
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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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An article on the meaning of a joint activity without an agreement, which may create the status of a
partnership, on all the meanings of this. The article was written by attorney Yair Aloni of Afik & Co. Yair
Aloni is a partner at Afik & Co., Attorneys and Notaries (www.afiklaw.com), emphasizing on commercial and
civil law, including real estate, litigation, tenders and administrative law. He is certified in Israel for the
execution of lasting powers of attorney. The article in English may be found at the link: https://www.afiklaw.com/articles/a415
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Itis possible to hold international insolvency proceedings in Israel and to recognize
a foreign official as an official in Israel

An official in a bankruptcy proceeding in Australia requested to recognize the proceeding in Israel in order
to trace all of the debtor's assets in Israel, and to receive complete information and documents, including
from third parties, due to the suspicion that the debtor intends to smuggle a residential apartment he owns.

The Court recognized the bankruptcy procedure in Australia as a procedure in Israel and ordered the
freezing of procedures against the debtor in Israel, the suspension of any transfer of a right to the property
or its lien and other orders related to the procedure. Israeli insolvency law recognizes international
insolvency proceedings to prevent debtors from hiding assets or transferring them to foreign countries in
order to defraud creditors. Accordingly, a foreign official may submit to the Israeli Court a request for
recognition of the foreign proceeding when he details all the foreign proceedings known to him, which are
ongoing regarding the debtor and the documents of the foreign proceeding. Here, there is room to order
the recognition of the procedure in Israel in line with the purposes of Israeli law to allow the management of
international insolvency procedures.
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When an apparent contract reflects the parties’ intention it shall not be canceled
even if it entails inaccurate facts

Investors in a company contended that the share purchase agreement was an apparent contract because
it hid the fact that the company allocated to one of the shareholders against a shareholders loan.

The Court rejected the claim and stated the contract is not an apparent one. A contract entered into for
appearance is a contract that outwardly relies on a certain arrangement, while the intention of the parties is
different, and is therefore void. However, when the agreement described in the contract is legal and correctly
expresses the intention of the parties and the second agreement described in the contract does not reflect
their intentions and is meant for a purpose unrelated to the execution of the contract, the true intention of
the parties shall be given effect. Here, the data recorded in the agreement does not change the true intention
of the parties to the agreement according to which the investors shall purchase shares at the price set in
the agreement, even if the contract contains elements that do not reflect the real state of affairs. Therefore,
the contract is not an apparent one and is therefore valid.
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A bank may refuse to grant services if there is suspicion of breach of international
sanctions

An lIsraeli citizen whose name was included in the European Union's sanctions list, which demands the
freezing of his assets, requested to donate a considerable sum to Zaka (Israeli non-profit of voluntary
community emergency response teams).

The Supreme Court rejected the motion to force the bank to accept the funds and held that the bank acted
within its authority in refusing to receive the donation. A banking corporation is prohibited from refusing an
unreasonable and blanket refusal to provide certain banking services that are considered essential to the
public. However, as long as the refusal is not a blanket refusal, or when the refusal stems from a business
policy that was submitted to the Banks Supervisor and was not met with opposition, then it cannot be
considered an unreasonable refusal. Here, the bank's refusal stemmed from an official risk management
policy that was created pursuant to the requirement of the Supervisor of Banks, and was made only after
the bank made a detailed inquiry regarding the applicability of the sanctions and their exceptions. Thus, the
refusal was not a blanket, arbitrary refusal, contrary to policy or, therefore, unreasonable, and the bank is
not obligated to transfer the donation money.
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Representation that were not included in a contract may be deemed waived

Two experienced businessmen, who entered into an agreement to separate their assets, discovered that
representations presented to each of them by the other party regarding the company that passed into his
possession, prior to the execution of the separation agreement, but were not put into the agreement are
incorrect.

The Court rejected the mutual claims of the parties due to the lack of deception. The starting point when
interpreting a contract is its wording, which has a significant weight in forming the parties' will. In a business
contract between parties that are sophisticated enough to use the legal rules in order to design the contract
as they wish, the wording of the contract must be given a decisive status and thus allow sophisticated parties
to design the contract as they wish and help create contractual certainty. Here, it is a separation agreement
drawn up by experienced and well-represented parties and against the background of a long legal dispute.
Hence, the wording of the separation agreement, which includes mutual representations by the parties
regarding an examination of the state of the joint company that passes to the ownership of each of them,
means that those 'representations' which the parties chose not to include in the agreement are not legal
representations and consequently it is not possible to claim deception regarding these.
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In the absence of a personal guarantee one cannot demand from an intermediary
party to repay a third-party debt

One gave his friend $50,000 so that he would allegedly transfer it as a loan to a third party. After the loan
was not repaid, he demanded that his friend repay the loan as he had given him his "word" that he is
"responsible" for the loan being repaid.

The Court rejected the claim and held that although the loan was given to a third party through the friend,
he was not a guarantor. Pursuant to the Israeli law, a guarantee is created by an agreement between the
guarantor and the creditor or by the guarantor's commitment of which notice was given to the creditor. There
is no objection that a guaranty agreement will be executed orally, but a guaranty agreement is not a normal
agreement and therefore one should not be satisfied with the "reflections of the heart" of the creditor only,
and it will be required to present convincing evidence. Here, the lender’s friend completely denied that he
took upon himself any personal liability for the repayment of the loan or that he agreed to serve as a
guarantor in the transaction, because in practice he served as a intermediary between the lender and the
borrower. The fact that the lender did not take any procedure or actions against his friend for many years,
even though he considered him personally liable, is also to be considered against him. Also, the lender is
the one who avoided a written agreement, so if there is any doubt as far as to the friend’s consent to be a
guarantor, it is a doubt that should be taken against the lender and therefore his claim was rejected.
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Tagging on Facebook may be deemed defamation

A person published defamatory posts on Facebook about several people in connection with franchise
services, inter alia by implying that they are involved in fraudulent activities. Furthermore, the person tagged
their names in the posts.

The Court held that the posts amount to defamation. Defamation is defined as something the publication of
which may humiliate a person in the eyes of mankind, disparage him for acts attributed to him, or damage
a person's business. The humiliation can be done explicitly or by implication. As far as defamation on social
networks is concerned, the act of tagging is deemed defamation due to the fact that its purpose is to convey
the content of the post to others, although the tagger has the option to remove the tag. Here, there is no
doubt that defining the franchisors as "crooks" amounts to defamation, when an insinuation that the
franchisers are involved in an act of fraud also amounts to such. Beyond that, even the very act of tagging
of the franchisees in posts amounts to defamation.
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An apartment tendered to the purchaser with defects that affect the comfort of living
only is not deemed an apartment that was not tendered

A contractor tendered apartments to the purchasers and they were used for their residences for over a
decade, during which entire period the apartments were connected to electricity, but the electricity supply
through the Israeli Electric Company was regulated only after a decade. The purchasers considered the
whole period as a delay in the delivery of the apartments and sought compensation from the contractor.

The Court rejected the claim and held that despite the inconvenience to the purchasers, the apartments
were handed over to the purchasers and they are not entitled to compensation. Under Israeli law,
compensation can be demanded from the contractor for the delay in the delivery of an apartment. In some
cases, it is possible to demand the compensation even though possession of the apartment was actually
handed over due to significant defects in the apartment but for this it is required to show discrepancies that
are so fundamental that the apartment can not be considered suitable for living. Here, the defect is not such
that it does not allow living in apartments at all in terms of "life without electricity”, but there were complaints
from the purchasers regarding the quality of the electricity connection and the inconvenience caused to
them. Under these circumstances, as the purchasers used the apartments for living for a decade, the
apartments cannot be considered as 'not delivered' and therefore their claim was rejected.
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I now pronounce you partner and partner / Yair Aloni, Adv.

An entrepreneur decided to cooperate with a social media influencer and promote a 'joint venture' in the field of trade
via a designated website established for this purpose, in return for paying commissions and sharing profits at an
agreed rate. After an extended period in which the parties worked together to achieve their joint business goals,
based on verbal understandings between them, the entrepreneur decided to end the joint venture and transfer the
business activity to a company in his sole control. The influencer claimed that he should be considered a full "partner"
and therefore he is also entitled to shares in the newly established company. Is he right?

Under the Israeli Partnership Ordinance, "partnership relationships" are "the relationships between people who
manage a business together for the purpose of generating profits" unless they are incorporated under another type of
corporation. Due the fact that a partnership does not require registration as a condition for its existence or even a
written contract, sometimes a party who seeks to acknowledge the partnership relationship and his status as a partner
will be required to present evidence and references indicating that the intention of the parties was to establish a
'partnership relationship'. And on the contrary, due to the lack of clarity in the law, in some cases a person may
discover in retrospect that he is in a "partnership" even though he did not necessarily mean it, if the other party has
shown that the required parameters are met, which are: the existence of a business; by two or more persons; and for
profit. To show these conditions are met it is also necessary to show that there was a common desire to actually
behave as 'partners'. For example, what was the intention of the parties? ; Did they present themselves to third parties
as 'partners'; Did each party participate not only in the profits but also in the risks involved in running the business,
such as bearing losses?; Did the parties participate in the management of the business?; Whether roles or
responsibilities were divided between them; Whether each party had the right to impose obligations arising from the
business on each other; and more.

Sometimes, the intention of the parties to engage in commercial cooperation between them or for the purpose of a
joint venture' is not sufficient to establish a partnership relationship. Thus, for example, in a case heard in the Lod
Central District Court in November 2023, the Court did not acknowledge a commercial enterprise as a partnership.
In that case, the parties agreed to cooperate within a joint venture for the development of technology for a limited
period, and the parties also agreed that a joint company would be established for the purpose of the venture. Although
the parties presented themselves to the public as 'partners' for marketing purposes and recruiting investors, in practice
the company was not established and not all parties took part in paying the expenses of the venture and therefore the
Court held that there was no intention to establish a partnership.

However, in another case heard in the Tel Aviv Magistrate Court in March, 2023, the Court held that the intention of
the parties to establish a 'joint venture' reached to a level of partnership and the entrepreneur must disclose to his
partner accounting documents relating to the venture's activity. In that case, the entrepreneur and the partner had
divided roles and defined responsibilities, opinions were exchanged regarding the project and meetings were held to
promote it. In addition, from the way the parties expressed themselves over the years it was possible to learn about
the intention of sharing and they even referred to each other as 'partners' along the way. The parties also jointly
discussed how to incorporate the venture and open a bank account, including meeting together with an accountant.

The term "partnership" has material legal meanings, which the parties do not always intend (and even if they intend
to create a partnership, they usually do not intend to apply the default provisions of the Partnerships Ordinance). As
in the commercial life there is a wide variety of business engagements such as: collaborations, business combinations,
business ventures, business brokerage, etc. that do not necessarily reach to a partnership level, it is advisd not to leave
the decision in the matter up to fate and to employ a lawyer who specializes in drafting commercial agreements in
order to regulate the business relationship in a written agreement in a manner that clearly expresses the intentions of
the parties and their rights and does not leave it to the Court to determine that retrospectively.

“Yair Aloni is a partner at Afik & Co., Attorneys and Notaries (www.afiklaw.com), emphasizing on commercial and civil law,
including real estate, litigation, tenders and administrative law. He is certified in Israel for the execution of lasting powers of attorney.

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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