Amendment to the Income Tax Ordinance
imposes additional reporting duties on
beneficiaries of trusts and foundations
A recent amendment (no. 223, published on April 7, 2016 – “the Amendment”) to the
Income Tax Ordinance (”the Ordinance”) imposes reporting duties on Israeli resident
beneficiaries of trusts or foundations, who are older than 25, even if such beneficiaries
received no distributions and did not have any other duty to file annual reports in Israel.
The Amendment enters into force for the tax year 2016 and onwards, and applies to trusts
and foundation if the total value of their assets is over and above ILS 500,000 (approx.
USD 131,500).

New reporting obligations on transfer of funds
outside Israel
Under the Amendment, an Israeli resident individual who transferred out of Israel funds in
a total value higher than ILS 500,000 (approx. USD 131,500), is obliged to file an annual
tax return for the relevant tax year(s) in which the transfers took place and also for the
subsequent year.

New reporting duties for individuals that are
presumably deemed to be Israeli Residents
Under the provisions of the Ordinance, an individual is presumed to be an Israeli resident if
he stays in Israel 183 days or more in any one tax year, or if he stays in Israel 30 days or
more in any one tax year, and a total of 425 days during that tax year and in the two
previous years ("the Numerical Test"). These presumptions may be refuted by either the
individual or the Israeli Tax Authority
The Amendment imposes the duty to file an annual tax return on an individual who claims
that he is not an Israeli resident although he satisfies the Numerical Test. Such an
individual will now have to enclose with his tax return a written explanation of his claim and
provide supporting documentation.

Israel gets ready for Automatic Exchange of
Information, FATCA and CRS
On November 19, 2015, the Israeli parliament approved amendment no. 207 to the
Ordinance, which entered into force on January 1, 2016. The said amendment enables
Israel to enter into information exchange and multilateral tax agreements with other
countries in order to provide and request tax information, and to collect information from
countries with which Israel has already entered into a tax agreement. The amendment
includes a list of terms and conditions under which Israel can exchange information. Most
importantly, information will be provided only for the purpose of enforcing tax laws. The
transfer of the information to a third country by the requesting country is not allowed. The
amendment includes a duty to inform taxpayers 14 days before any information is
transferred to the requesting country. The duty to provide notice, however, is limited to
cases in which the requesting country did not forbid such communication.
Subsequently, on November 24, 2015, Israel signed the Multilateral Convention on Mutual
Administrative Assistance on Tax Matters. The convention has not yet been ratified.
On February 10, 2016, an additional proposed amendment (no. 221) was published. This
recent amendment includes detailed provisions on the implementation of Foreign Account
Tax Compliance Act (FATCA) and Common Reporting Standards (CRS), with regard to the
reporting duties of Financial Institutions and on the possible sanctions in case of failure to
report. The amendment needs to pass three readings by the Israeli Parliament (the
Knesset) before it becomes law.
On March 23, 2016, as part of its effort to implement the FATCA Agreement signed
between Israel and the United States on June 30, 2014, Israel also signed the Competent
Authority Agreement ("CAA") with the United States. The CAA regulates the way in which
information will be exchanged between Israel and the United States. The Israeli Tax
Authority has announced the signature of the CAA on April 6, 2016, and stated that it will
now act to facilitate the ratification of the CAA by the government, in order to allow its
implementation.
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