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2015 Rental Income

For those of you who prefer, or have elected, to pay taxes on
residential income according to the 10% “route” (see 2 below), you
will require special tax payment vouchers - based on your rental
income for 2015 - and these must be paid by January 30™ in order to
avoid paying interest and linkage on late payments.

Study the different routes hereunder and contact our office without
delay if you need payment vouchers. We will be glad to clarify.

Income from Real Estate
1. Rental income from residential property in Israel (individual
tenants only) enjoys a tax exemption for individuals (only) up
to NIS 5,070 monthly (2015). This is reduced by income which
exceeds this ceiling.

2. Alternatively, you may elect to be taxed at 10% of gross rental,
without any upper ceiling. If relevant, call our office now, or
email us. (No Bituach Leumi payable on this “route”).

3. Where there are high maintenance or other costs (including
depreciation), neither of the two alternatives may be
appropriate, but rather the regular tax “route”. Where the
apartment or house is used for business (not for residential)
purposes, then these tax provisions do not apply. However, this
route may be subject to Bituach Leumi (National Insurance).

4. Rental income from property owned outside Israel- residential
or commercial- may be taxed at 15%, but excludes claiming
expenses and deductions (other than depreciation) and any
foreign taxes paid thereon. High costs and/or foreign taxes paid
render this unattractive. The alternative is the regular tax
“route”. (See 3 above.)

2016 is upon us — Tax planning is NOW!

There’s No Time Like The Present!

So we invite you to come in for a
coffee/tea/water and a chat . . . to discuss
and review business and finance matters,

tax planning for 2016 and beyond, and
any other matters pertinent to you and
with which we can assist.

This newsletter is prepared for the information of clients and associates. Whilst every care has been taken in compilation, no responsibility can be accepted for
inaccuracies or errors. Clients are also advised that changes in the Law or practice occur periodically; it is recommended that specific professional advice be
sought before any action is taken.
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INCOME TAX GUIDELINES (SHORT SUMMARY
FOR NEW IMMIGRANTS/NEW RESIDENTS/RETURNING

RESIDENTS
1. Exemption from Income Tax on income - from

investments/assets held outside Israel - for a period of ten
years:

e Interest

e dividends

e royalties

e  property rental

e  pension

e  capital gains

2. Exemption from Income Tax on interest earned on foreign
currency deposits - held with banks in Israel - for a period of
twenty years from first becoming resident. Various conditions
apply here:

Deposit period of at least three months

Monies deposited owned prior to becoming resident.

Interest income is not of 'business’ nature.

The deposit was not used as a loan, or security for a loan,

by the bank to a related party.

e  Monies deposited within 90 days of receipt of funds in

Israel.

e Appropriate declaration made to bank within 14 days of

opening the account.

3. Income - from a business, profession/trade, or salary earned
(not merely received) outside Israel - ~ will be exempt from
Income Tax for ten years from the date of immigration or
return.

4. Foreign corporations or similar-type entities - managed
and/or controlled by new immigrants/residents - will not be
considered tax-resident in Israel only as a result of their
"transfer" and, therefore, will generally not be taxable for a
period of ten years. (Here too, the exemption applies to
foreign-sourced income only.)

Trusts

Generally, the trust will assume the tax status of the grantor or
settlor and, thus, may also enjoy new resident benefits, as above.
(See website on taxation of trusts.) Beneficiaries may be subject to
tax on trusts settled from August 1st, 2013, unless they are within
the “10 -year tax holiday”.

Submitting Income Tax Reports

There is no legal requirement to submit Income Tax reports (nor
report thereon) on the above exempt income and assets for a period
of ten years (not applicable to Israel-sourced income and assets).

Appropriate planning before aliya or return, and before the
i the 10 vears, is recommended
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