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believe the adoption of the rule will help address the White Knight's shortcomings:
First, it will protect the target company and its shareholders from disclosing sensitive
company information to the White Knight in a way that could jeopardize or harm its
future performance if the White Knight does not actually complete the acquisition;
Second, it will reduce the cost savings that the White Knight produces from the
support of the target company's management, and as a result will lead to a softening
of its shortcomings from an ex-ante perspective. In my opinion, it is possible that this
solution has the power to reduce the risks arising from the White Knight, without
eliminating the possibility of additional bidders joining the bidding competition. This
option is necessary in order to create price competition, which—according to the
principles of economics— should lead to an increase in purchase prices and as a result
to benefit the shareholders of the target company.



Don’t Wait for the White Knight: A Call for the
Adoption of the Rule of ""Equality of Information' in
Battles for Corporate Control

Avner Shemla Kadosh

The defensive tactic known as the "White Knight," in which the management of a
company invites a friendly buyer who will compete with the tender offer of a hostile
takeover, has gained little interest in the legal literature and case law in Israel. Given
the centralized control structure that previously characterized the local capital market,
the use of the White Knight as a defensive tactic was not common in Israel, certainly
compared to the situation in the United States. In recent years, however, due to the
expansion of the decentralization of control in the Israeli capital market, which shifts
the center of gravity of the representative problem to the level of relations between the
company's management and shareholders, the use of White Knights has become more
relevant in Israel.

In this article I will therefore seek to examine the tactics of the White Knight and
analyze its direct and indirect implications for the various players within and outside
the target company. | will argue that despite the immediate benefits of the White
Knight defense tactic for the company's shareholders, it has significant long-term
shortcomings: First, the White Knight sharpens the conflicts of interest between
shareholders and the company's management, which may be reflected in providing
soft information of the company to the White Knight in a manner that jeopardizes its
competitiveness; Second, an analysis of the White Knight tactic and its implications
from an ex-ante perspective suggests that frequent use of such defensive tactics may
have a chilling effect on hostile takeovers in particular and takeover bids in general,
with all that entails for the benefit of shareholders and society’s welfare.

This article argues that the desired legal arrangement is one that will nullify—or at
least minimize—the benefits of the White Knight resulting from the support of the
company management, but not those inherent in the takeover mechanism, the use of
which we wish to encourage. To this end, | would recommend adopting the rule of
equality of information in an expanded format which would oblige the company's
management to provide information to all the concrete bidders in an equal manner. |
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