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Ginugunita ng Afik & Co. ang petsa ng pagpaslang kay Benigno “Ninoy” Simeon Aquino Jr. (Nobyembre 27, 1932

- Agosto 21, 1983) na naging lider ng EDSA revolution na nagpabagsak sa 14-taong diktadura sa Pilipinas.
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Afik & Co. marks the date of murder of Filipino political leader Benigno “Ninoy” Simeon Aquino Jr. (November 27,

1932 - August 21, 1983) who served as the leader of the EDSA revolution that overthrew a 14-year dictatorship in
the Philippines.
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On the options to grant options / Doron Afik, Esq.
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y An article on options for employees (and for the
more advanced also RSUs and Phantom
Shares), option taxation and the importance of
duly structuring the option plan, approving it
correctly, signing the employees and dealing with
the trustee, in order to avoid tax accidents and
enable optimal use of this important tool. The
article was written by Doron Afik, Esq. of Afik &

CO. The article in English may be found at the link:
https://www.afiklaw.com/articles/a420
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False representations in an agreement may be deemed fraud which may lead to recission even if
made by OMIiSSION. Read more at: http://www.afiklaw.com/updates/16724
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A manager who defamed his company and derailed an investment may be held accountable for
the damage caused. Read more at: http:/www.afiklaw.com/updates/16726
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An employer whose employees were not required to keep commercial information confidential
cannot contend that such information is a 'trade secret'. Read more at: http:/www.afiklaw.com/updates/16728
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Receiving an option after termination of employment does not cancel the obligation to pay for it
before its expiration date. Read more at: hitp://www.afiklaw.com/updates/16730
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A person's signature on a related agreement can be an indication of the authenticity of his
signature on a later agreement. Read more at: http://www.afiklaw.com/updates/16732
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Posting defamatory messages in an office WhatsApp group even without intent to harm may
constitute defamation. Read more at: http://www.afiklaw.com/updates/16734
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A lessee who knowingly signs a lease in a language it does not understand may be required to
fulfill its obligations. Read more at: http://www.afiklaw.com/updates/16736
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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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On the options to grant options / Doron Afik, Esq. ‘
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An article on options for employees (and for the more advanced also RSUs and Phantom Shares),
option taxation and the importance of duly structuring the option plan, approving it correctly,
signing the employees and dealing with the trustee, in order to avoid tax accidents and enable
optimal use of this important tool. The article was written by Doron Afik, Esq. 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). 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. Thearticlein English may be found at the link: https://www.afiklaw.com/articles/a420
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False representations in an agreement may be deemed fraud which may lead to
recission even if made by omission.

Following radio interviews, which were actually part of a paid marketing campaign for the purpose of
recruiting investors for the company's activities, a man invested ILS 1.6 million in a high-tech venture that
actually had no real activity, equity or other investors, while showing him that a respected law firm was
accompanying the company, presentations of a guaranteed return and an exit for investors in the company
and that the company's lawyer would also represent him.

The Court accepted the claim, and obliged both the company and those who made the representations in
repayment of the investment amount and expenses. The elements of fraud are a mistake on the part of one
of the parties; a deception by which the other party misled him; and a double causal link between the mistake
and the entry into the contract and between the deception and the mistake. The fraud may be by way of an
action or an omission. Here, the investor was proactively revealed to that it was a risky investment and that
the company had no additional investors or equity. In addition, he was presented with inverted
representations about the start-up company and that he should expect quick profits. Therefore, it is clear
that but for these representations he would not have believed the reality presented to him, and would not
have been tempted to sign the contract and therefore the contract should be rescinded and the investor
refunded and paid his expenses.
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A manager who defamed his company and derailed an investment may be held
accountable for the damage caused

An operations manager tried to dissuade an investor from engaging with the shareholders in a transaction
to purchase their shares, while continuously defaming the company and its shareholders and the transaction
did not materialize. As a result, capital that was injected into the company by the shareholders as part of the
negotiations was lost due to the company's entry into insolvency proceedings.

The Court accepted the claim and held the operations manager accountable for damage caused as a result
of the defamatory publication. Defamation is, inter alia, a publication that may humiliate a person in the
eyes of others or humiliate the person due to its actions, behavior or attributes attributed to it or that may
harm its business or profession. Here, the manager of operations expressed himself in statements that
attribute to shareholders and managers in the company corrupt management, illegal activity and lack of
honesty. He also colluded behind the shareholders’ backs to remove them from office as part of the
transaction. The operations manager acted in bad faith out of personal motives as he fed on various
unfounded rumors that were exchanged between the employees and his actions led to a crisis of confidence
and the failure of the transaction. Therefore, the operations manager will pay damages of hundreds of
thousands of shekels for defamation and due to the entry of the company into insolvency proceedings.
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An employer whose employees were not required to keep commercial information
confidential cannot contend that such information is a 'trade secret’

Owners of a unique business selling food for rodents discovered that a couple of employees who were
previously employed by them established, as soon as their employment ended, a competing business while
making use of the customer information that came into their hands as part of their work for the original
business.

The Labor Court dismissed the employers' claim of a trade secret theft and held that the customer contact
information does not constitute a 'trade secret’. "Trade secret" is business information, of any kind, that is
not the publicly available and that cannot be legally and easily disclosed by others, the confidentiality of
which gives its owner a business advantage over its competitors, provided that its owner takes reasonable
measures to maintain its confidentiality. A customer list may be deemed a trade secret only if it has an
"added value" other than the mere compiling of customers names, in circumstances where a special effort
was required in its compilation, and there is an advantage in receiving it in it ready state. Here, the employers
have not shown that they have a secret customer list or that it has added value or that a special effort was
required to compile it. In addition, as the employers shared the customer details with the employees, as
part of their duties, without requiring them to sign any obligation to keep this data confidential, the customer




details do not constitute a "trade secret" and therefore the former employees using that list will not be
deemed as misappropriation of a trade secret and the employers are not entitled to compensation for this.
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Receiving an option after termination of employment does not cancel the obligation
to pay for it before its expiration date

An employee received an option agreement only after his employment was terminated. The agreement only
stated the expiration date of the option, but not a deadline for payment and execution. The employee sought
to pay for the exercise of the option only after its expiration date.

The Court rejected the claim and held that because the employee did not pay on time for the exercise, he is
not entitled to the shares. An option is a right granted to an employee to purchase a share under certain
terms set in the employees stock option plan and the allotment agreement. However, the exercise of the
option is not automatic and is subject to meeting the terms set in the option plan and the allotment
agreement, which the employee must strictly meet in order to be deemed to have accepted the offer and
purchased the share. Here, the allotment agreement was sent to the employee only after termination of his
employment and after the deadline for exercising the option, when no deadline for signing or payment was
stated, but only the expiration date of the options. Nevertheless, because the employee understood that he
must sign immediately, and because he sought to pay for exercising the option only after the expiration date,
he is not entitled to the shares.
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A person's signature on a related agreement can be an indication of the authenticity
of his signature on a later agreement

Shareholders in a company contended that another shareholder sold his shares as part of executing a letter
of commitment at a meeting held between them, following the execution of another agreement in connection
with the sale of the shares, while the shareholder contended that he never signed the letter of commitment.

The Court held that the document was executed by the shareholder. When a person denies his signature
on a document, the presumption is that he did not sign the document unless there are objective indications
that he did sign it, such as: If someone witnessed the signing, if the signature is the same as the person's
signature or if an opinion can be obtained from a person who knows the handwriting of the signer. Here,
the signing was done in the presence of the other shareholders. In addition, the shareholder confirmed that
the signature on the early agreement is indeed his signature this is to indicate that the signature on the letter
of commitments is also his signature.
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Posting defamatory messages in an office WhatsApp group even without intent to
harm may constitute defamation

An employer scolded an employee in an office WhatsApp group in a blatantly embarrassing and offensive
manner and despite the employee's request to apologize for his words in the group, the employer refused
to do so.

The Court accepted the employee’s claim and held that the texts contitute defamation. Israeli law defines
defamation as something which publication may humiliate a person in the eyes of the public or make him
the target of hatred, contempt or ridicule on its part, as well as harming a person in his job. The publication
can be oral or written. There are defenses against defamation such as if the statement was made out of
momentary irritation or a storm of emotions, as part of daily conduct, without considering such before blurting
them, and if the tortfeasor apologized thereafter. Here, the publication was made in writing in an office
group that includes all the employees. It is a written publication and not an oral one, so the employer could
have carefully considered his words before sending them, but chose not to do so and also refused the
employee's requests for an apology. Thus, the employer was ordered to compensate in an amount of ILS
60,000.
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A lessee who knowingly signs a lease in a language it does not understand may be
required to fulfill its obligations

A lessee signed a rental agreement in Hebrew but later refused to pay the rent, contending that he did not
understand the language and was convinced that the addition of a company under his control to the
agreement as an additional lessee "released" him from its obligations.

The Court accepted the claim against the lessee and obliged him to pay the debt in full. A party who signs
a document is held to have read it and understood its contents. A contention of a defect in understanding
the agreement due to lack of knowledge of the Hebrew language, will not be accepted where such party
failed to verify by an interpreter or a consultant that it understands its contents before signing. Here, the
company was added as an additional lessee to the lease agreement, in addition to the original lessees, and
not in place of any of them. The lessee decided to enter into a business activity and sign legal documents
(a lease agreement and a guarantee) allegedly in a language that he does not normally speak, without the
assistance of an interpreter or a lawyer. However, the lessee had clear knowledge that he was a party to
the lease agreement, but chose to shut his eyes and not check the basic details of the transaction, such as
the duration of the lease and the monthly rent. Therefore, he has no other to blame, but himself and must
pay the debt.
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On the options to grant options / Doron Afik, Esq.’

Employee options are an important tool for recruiting and rewarding employees as well as retention of
employees - the company provides a cheap salary replacement for a company that prefers to use its
resources for growth (and in a growth company, the options will be worth much more than cash payment)
and at the same time, it is a very powerful tool for retention of employees and creating personal commitment
by identifying with the interests of the company (the employee will lose the options or part thereof if he
leaves and he has an interest in working better because he benefits from the company's growth). However,
in many cases the option plan (ESOP) is not built correctly (or is copied from another company with the
person who copied it does not know how to read it correctly) or is not managed optimally and the company
loses an important and effective tool.

Options (and for the more advanced also RSUs and Phantom Shares) are a tool that allows an employee to
share in the proceeds from the company's growth, coupled with a vesting mechanism according to which
the options cannot be exercised immediately but only over time (e.g. 6.25% of the allocated options vest at
the end of each quarter of work) and/or meeting goals (goals of the company or personal goals of the
employee), where sometimes a "cliff" mechanism is also established - a minimum period of work before
vesting of the options that would otherwise vest during the period. Options usually also have an expiration
date, and they usually expire (if not exercised) several months after the end of employment (or immediately,
if the employee terminated his position in circumstances of breach of agreement).

The granting of options is a benefit that should be taxed on three dates: upon allocation, upon exercise into
shares and upon sale of the shares. Israeli law sets a number of routes under which it is possible to avoid
paying tax at the time of allocation and postpone the payment until the date of exercise or even the date of
sale. Thus, for example, the route set in §102(b)(2) of the Israeli Income Tax Ordinance (capital gains route
with a trustee) would, under proper construction of the options, allow employees and officers of the
company, who are not deemed control holders, to deposit the options with a trustee for two years and in
return receive a tax deferral until the date of the sale of the shares and pay capital gains tax at a rate of 25%
(instead of a labor tax that can reach 50%). Those who do not meet these conditions will be able to benefit
from the route set in § 3(9) of the Ordinance, under which the tax will be deferred only until the date of
exercise of the options, but the tax will be labor tax not capital gains tax).

Granting options to employees requires approval of an option plan by a company resolution, approval of
the plan by the Tax Authority, appointment of a trustee, a specific board of directors resolution for each
allocation and a grant agreement with each employee or officer. It is important to ensure that a situation
does not arise under which the grant creates tax liabilities that the parties did not intend or an obligation to
employ the employee for a period of time or a liability in the event that the employee did not exercise on
time. Thus, for example, in a matter discussed at the Tel Aviv Labor Court in July 2019, it was found that
an employee may be terminated even shortly before the option vesting date if this is not done to prevent
vesting.

To summarize, employee options are a complex and important issue that a lawyer knowledgeable in
documents of this type should be involved in their drafting, both during the construction of the plan, in its
approval procedures and certainly during the drafting of the board of directors resolutions, the process of
signing the agreements with the employees and the dealings with the trustee. An incorrect action may
create tax accidents and damage the company's relationship with the employees instead of enjoying the
benefit of this important tool.

‘Doron Afik, Esq. is a notary public and an attorney admitted to practice in Israel and New York and is the managing partner of Afik & Co.,
Attorneys and Notaries (www.afiklaw.com). Doron served an adjunct professor at Hebrew University Doron teaches Mergers and Acquisitions
as part of the EMBA program. Doron's practice focuses primarily on 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. 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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Sobre las opciones para conceder opciones / Doron Afik, Esq.*

Las opciones de los empleados son una herramienta importante para reclutar y recompensar a los empleados, asi
como para la retencion de los empleados: la empresa proporciona un reemplazo salarial barato para una empresa
que prefiere utilizar sus recursos para el crecimiento (y en una empresa en crecimiento, las opciones valdran
mucho mas que el pago en efectivo) y, al mismo tiempo, es una herramienta muy poderosa para la retencion de
los empleados y la creacion de compromiso personal al identificarse con los intereses de la empresa (el empleado
perdera las opciones o parte de ellas si se va y tiene interés en trabajar mejor porque se beneficia del crecimiento
de la empresa). Sin embargo, en muchos casos el plan de opciones (ESOP) no esta construido correctamente (o
es copiado de otra empresa con la persona que lo copi6 no sabe leerlo correctamente) o no se gestiona de forma
Optima y la empresa pierde una herramienta importante y eficaz.

Las opciones (y para los mas avanzados también las RSUs y las Phantom Shares) son una herramienta que permite
a un empleado participar en los beneficios del crecimiento de la empresa, junto con un mecanismo de adquisicion
de derechos segun el cual las opciones no se pueden ejercer inmediatamente sino solo con el tiempo (por ejemplo,
el 6,25% de las opciones asignadas se adquieren al final de cada trimestre de trabajo) y/o al cumplir objetivos
(objetivos de la empresa o objetivos personales del empleado), donde a veces también se establece un mecanismo
de "acantilado": un periodo minimo de trabajo antes de la adquisicion de derechos de las opciones que de otro modo
se adquiririan durante el periodo. Las opciones suelen tener también una fecha de vencimiento, y suelen expirar (si
no se ejercen) varios meses después de la finalizacion del empleo (o inmediatamente, si el empleado rescindi6 su
puesto en circunstancias de incumplimiento del acuerdo).

La concesion de opciones es un beneficio que deberia tributar en tres fechas: en el momento de la asignacion, en el
momento del ejercicio de las acciones y en el momento de la venta de las mismas. La legislacion israeli establece una
serie de vias por las que es posible evitar el pago de impuestos en el momento de la asignacion y posponer el pago hasta
la fecha de ejercicio o incluso la fecha de venta. Asi, por ejemplo, la via establecida en el §102(b)(2) de la Ordenanza
del Impuesto sobre la Renta de Israel (via de las ganancias de capital con un fiduciario) permitiria, bajo una interpretacion
adecuada de las opciones, que los empleados y directivos de la empresa, que no se consideran titulares de control,
depositaran las opciones con un fiduciario durante dos afios y, a cambio, recibirian un aplazamiento del pago de
impuestos hasta la fecha de la venta de las acciones y pagarian el impuesto sobre las ganancias de capital a una tasa del
25% (en lugar de un impuesto al trabajo que puede llegar al 50%). Quienes no cumplan con estas condiciones podran
beneficiarse de la via establecida en el §3(9) de la Ordenanza, segun la cual el impuesto se aplazara solo hasta la fecha
de ejercicio de las opciones, pero el impuesto sera el impuesto al trabajo y no el impuesto a las ganancias de capital).

La concesion de opciones a los empleados requiere la aprobacion de un plan de opciones mediante una resolucion de
la empresa, la aprobacion del plan por parte de la Autoridad Tributaria, el nombramiento de un fiduciario, una
resolucion especifica de la junta directiva para cada asignacion y un acuerdo de concesion con cada empleado o
funcionario. Es importante garantizar que no surja una situacion en la que la concesion cree obligaciones fiscales que
las partes no tenian la intencién de hacer o una obligacién de emplear al empleado durante un periodo de tiempo o
una responsabilidad en caso de que el empleado no ejerciera las opciones a tiempo. Asi, por ejemplo, en un asunto
discutido en el Tribunal Laboral de Tel Aviv en julio de 2019, se determind que un empleado puede ser despedido
incluso poco antes de la fecha de adquisicion de las opciones si esto no se hace para evitar la adquisicion de las mismas.

En resumen, las opciones de los empleados son un tema complejo e importante en cuya redaccién debe intervenir un
abogado conocedor de documentos de este tipo, tanto durante la construccion del plan, en sus procedimientos de
aprobacion y por supuesto durante la redaccion de las resoluciones de la junta directiva, el proceso de firma de los
acuerdos con los empleados y el trato con el sindico. Una accion incorrecta puede crear accidentes fiscales y dafiar la
relacion de la empresa con los empleados en lugar de disfrutar del beneficio de esta importante herramienta.

‘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). 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 Unién Europea y de la Master Class de la ICC para
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