HARVEST MANAGEMENT Co. Ltd.


[image: image1.jpg]



Ruling on tax residence

Dear Client,
This recent ruling by Judge Alon may have some relevance in our search/examination for defining who is a resident of  Israel for tax purposes. This would seem to confirm our thinking on this matter, but the clouds remain.  When reviewing this article from Ha-aretz, substitute “overseas" for Eilat. This is in essence the qualitative test, as per the definition of the law; the quantitative is the number of days and may not necessarily be decisive.

We shall be glad to clarify.
 Jeff
BROIDE & CO
CPA(Isr.)
Tel:02-561 1323
Fax:02-566 9555
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Home is not where the heart is, taxwise / By Arik Mirovsky 
                 
Can someone who lives part of the week in Eilat and with his or her family, which permanently resides in the center of the country, the rest of the week, be eligible to receive tax benefits? This is more than a hypothetical question for Moshe Zeiger, who divides his time between Eilat and Ra'anana. The Income Tax Authority refused to recognize him as an Eilat resident, denying him tax breaks for which Eilat residents are eligible. However, the Be'er Sheva District Court ruled last week that Zeiger answers the definition of an Eilat resident, and therefore, should receive requisite tax breaks. Zeiger, 50, has spent most of his life in Eilat, where he got married, had children, and ran his business. In 1998, the family bought a home in Ra'anana, where his wife and children now permanently reside. Zeiger continues to run his Eilat business and live in his Eilat home during the week, while the family splits weekends between Ra'anana and Eilat.

When an income tax agent discovered three years ago that the Zeigers had bought their Ra'anana home, he determined that Zeiger had ceased to be an Eilat resident. Zeiger petitioned the Be'er Sheva District Court, claiming that he had legally remained an Eilat resident, since he continued to live there regardless of his family's residence.

The Eilat income tax agent countered that someone's permanent residence lies at the heart of the family. Therefore, despite Zeiger's protests of running his business in Eilat, his presence there was just temporary. Since neither side disputed the facts, district court judge Joseph Elon chose to focus on what legally constitutes a permanent domicile. He followed the ruling of former Haifa District Court judge, Dan Bein, that a man's residence is where the center of his life is, both physically and subjectively.  According to this test, Elon decided that Zeiger, who has lived in Eilat for 40 years, maintains all his physical links to the city despite having bought a home in Ra'anana. Not only does he continue to work in Eilat, but also he is an active member of public organizations in the city. 

Zeiger himself sent a declaration that he has remained a resident of Eilat in every manner of feeling, and therefore, he also qualified by means of the subjective test. Elon also looked up the tax authority's definition of an Israeli resident to determine how it would impact this case. "For the sake of determining the domicile of an individual, the entirety of his family, economic and social connections will be taken into account," according to the definition. Considering that Zeiger's claim of Eilat residency fulfilled even tax authority standards, Elon accepted his petition, and repealed the taxes originally assessed against him.
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