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Voluntary Disclosure Procedure and Banking Information Exchange/ Johana Bensoussan, Adv.
(FR), Guy Hen, (CPA) Adv.
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An article on capital reporting channels for the tax authorities, due to the CRS agreement which is expected to be implemented

in Israel soon, by Johana Bensoussan, Adv. (France only) and Guy Hen, Adv. (CPA). The article in English may be found at the link:
http://www.afiklaw.com/articles/a249
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Corporate, Antitrust and Securities Law Update
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It is not possible to file claim in respect of debts of a company created prior to approval of creditors
arrangement. For more reading: http:/he.afiklaw.com/updates/5750
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A shareholder who personally signed the agreement alongside the company may be personally liable for
obligations of the company. For more reading: http:/he.afiklaw.com/updates/5752
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An arbitration clause continues to apply even after termination of the agreement. For more reading:
http://he.afiklaw.com/updates/5754
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Execution of a used vehicle purchaser of an agreement and not checking the car by itself does not reduce
the car seller liability. For more reading: http:/he.afiklaw.com/updates/5756
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An owner of a ship that was arrested and released is entitled to compensation only if proves that there was
a loss or excessive expenses due to the arrest. For more reading: http:/he.afiklaw.com/updates/5758
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Update of Land Purchase Tax Brackets for 2018. For more reading: http://he.afiklaw.com/updates/5760
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Afik News is the biweekly legal and business Israel news bulletin published by Afik & Co. (www.afiklaw.com). Afik News is disseminated
every second week to an audience of approximately 9,900 subscribers 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 deals.

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 Afik & Co. 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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Voluntary Disclosure Procedure and Banking Information Exchange/ Johana Bensoussan, Adv. (FR

Guy Hen, (CPA) Adv.
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[http://he.afiklaw.com/articles/a249 :noon nxj77]

An article on capital reporting channels for the tax authorities, due to the CRS agreement which is
expected to be implemented in Israel soon. The article is by Johana Bensoussan - a French
attorney at the law office of Afik & Co., Attorneys and Notaries (www.afiklaw.com) which is the
Israeli office of Euro-American Lawyers Group (www.ealg.com), whose main practice areas are
tax, immigration, Business law and Real Estate, and by Advocate (CPA) Guy Hen - an Israeli tax
attorney who is an expert in Israeli and international taxation, with extensive experience in voluntary
disclosure. [read more at: http:/www.afiklaw.com/articles/a249]
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It is not possible to file claim in respect of debts of a company created prior to approval
of creditors arrangement
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A creditors arrangement of a company was approved by the Court. After approval thereof, a
new debt claim was filed against the company in respect of a debt created prior to the approval
of the creditors arrangement.

The Court held that a creditor arrangement constitutes a settlement between the company and
its creditors, which exempts the company as to any existing debts. Thus, on the one hand, the
company does not find itself empty of assets and on the other hand the creditors waive some
of their debt. The creditor arrangement obligates all company creditors - whether they agreed
to the arrangement or not.
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A shareholder who personally signed the agreement alongside the company may be
personally liable for obligations of the company
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A college and an owner of a real estate related lectures business entered into a cooperation agreement
for the provision of real estate courses signed by both the college and its two shareholders. The
agreement included a prohibition on the college to engage in any field that competes with the other
party for four years in the event of termination of the agreement and another clause stating that if the
college uses lecturers or professional materials after the termination it is to pay a commission. When
the agreement was terminated by the college, but it continued to teach the field, a lawsuit was filed
against both college and its shareholders.

The Court held that when there are two contradictory clauses in an agreement, they must be construed
in such a way as to prevent the contradiction, and therefore the college may use the materials, but it
must pay the commission. Because the shareholders were signatories to the agreement with the
college they are personally liable.
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Commercial, Intellectual Property and Labor Law Updates
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An arbitration clause continues to apply even after termination of the agreement
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Two parties executed an agreement with an arbitration clause. Under the agreement, the
parties were to incorporate a company for the development of a medical product but finally the
company was not incorporated, and the parties managed the joint venture as a partnership.

The Court held that an arbitration clause in an agreement continues to apply even after
termination thereof and will oblige the parties even if they did not adhere to the provisions of
the agreement and finally did not incorporated the company but developed the products in a
different manner and thus ordered the appointment of an arbitrator.
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Execution of a used vehicle purchaser of an agreement and not checking the car by
itself does not reduce the car seller liability
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A person purchased a car from a seller of used vehicles. The sale agreement did not include a proper
disclosure form, but the seller contended that it had provided all the information it had and had no
information about the period before it purchased the vehicle and in any case the sale agreement states
that the purchaser is entitled to take the vehicle for inspection, but the purchaser waived such right.
The Court held that the seller did not have the purchaser sign a disclosure form as required under

section 4(a) of the Sale of Used Vehicle Law and in any case by law the seller was to disclose any
defect or inferior quality of the vehicle or any other feature that significantly reduces its value. The fact
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that a purchaser signed an agreement does not constitute a contributory fault because it is a non-
dispositive provision of the law, which cannot be conditioned. Because the purchaser did not seek to
terminate the sale transaction, the Court ordered only damages.
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Maritime, Aviation and Transportation Law Updates
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An owner of a ship that was arrested and released is entitled to compensation only if

proves that there was a loss or excessive expenses due to the arrest
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A fuel supplier requested that a ship be arrested at the Haifa Port by way of realizing a maritime
lien on the ship following the supply of fuel four years earlier in Spain. The Court ordered the
release of the ship after a hearing in which it was determined that it was not proven that the ship's
lessee who ordered the fuel was authorized to charge the ship's owner and that the debt was old
and it was not proven that collection procedures had been taken from the lessee. The owner of
the ship filed a claim for damage caused to it.

The Court held that in order to receive compensation for a maritime arrest, the ship owner must
prove that a loss of income that would have been expected had the ship departed at the
scheduled time without delay; or, alternatively, increased expenses incurred due to the delay and
which would not have been expended had it not been for the arrest. Expenses that would have
been incurred by the shipowner also in normal operation of the ship and without the arrest, are
not damage caused by the arrests. In this case, unloading the ship ended only on the eve of the
ship's release from the arrest. Therefore, it was not proven that the delay caused by the arrest
warrant caused the ship to lose any income due to increased expenses or that its operations
were damaged. However, the Court ordered the fuel supplier to pay the legal fees paid by the
ship for the defense against the detention order.
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Real Estate Updates
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Update of Land Purchase Tax Brackets for 2018
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On January 21, 2018, the purchase tax brackets under the Property Tax Law (Betterment and Purchase),
1963 applicable to the purchase of a residential apartment were updated and will apply from January 16,
2018, until January 15, 2019.

Sole Residence:

On the part of the value up to 1,664,520 ILS - no tax will be paid; above such amount and up to 1,974,335
ILS - 3.5%; above such amount and up to 5,093,535 ILS - 5%; above such amount and up to 16,978,450
ILS - 8%; and above that - 10%

Other Apartments:

On the part of the value up to 5,095,570 ILS - 8% and above that 10%.

Tax relief for an “Oleh Hadash” (Newcomer under law)

An "Oleh" purchasing a residential apartment or commercial property in the year prior to immigration and
up to 7 years thereafter will pay on the part of the value up to 1,672,385 ILS - 0.5% and above that 5%.
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Voluntary Disclosure Procedure and Banking Information Exchange/ Johana Bensoussan,

Adv. (FR), Guy Hen, (CPA) Adv.”

The CRS agreement for the automatic exchange of information between the tax authorities,
which is expected to be implemented in Israel soon, is intended to fuel the fight against black
capital. As a result of the agreement, Israel is expected to automatically receive information
about bank accounts held by residents of Israel from dozens of countries around the world. The
Tax Authority has set up a special unit to process the information and cross it with other sources
of information in order to locate tax evaders. As a result of the CRS agreement, one can expect
a wave of investigations and arrests of Israeli residents who failed to duly report to the tax
authorities on assets outside of Israel.

In light of the agreement and its implementation, at the end of 2017, the Tax Authority
published a new "voluntary disclosure procedure" to enable Israclis who did not report their
full income and capital to conduct a process of providing information and paying tax in return
for exemption from criminal proceedings in Israel. This procedure represents the last
opportunity for those Israelis to reach an agreement with the tax authorities regarding their
unreported capital, in a speedy proceeding, which grants full criminal immunity in Israel.
However, these procedures should be carried out carefully to avoid criminal liability in other
jurisdictions.

Three types of routes are available for taxpayers: the regular route, the anonymous route and
the short route. While under the regular route the taxpayer approaches the tax authorities
directly, at the anonymous disclosure route, which until now has been the most popular (about
60% of the disclosures), involves anonymous negotiations with the tax authorities through a
representative, after which the taxpayer is free to decide whether to sign the reached agreement
or abandon itw hile the tax authority do not have the taxpayer’s details. The short route may
be undertaken when the undeclared capital is less than ILS 2 million and the taxable income
accordingly does not exceed ILS 500,000, and in which case criminal immunity is received
without even having to negotiate with the Tax Administration.

In order to participate in any one of the voluntary disclosure procedure routes the subject capital
must be of legal source and produce proof to that effect to the Israeli tax authorities. In this
regard it is important to note that the Israeli tax authorities grants immunity for tax offenses and
money laundering offenses resulting from tax offenses but does not, in any way, grant criminal
immunity to other types of offenses or in other jurisdiction. Thus, due to the fact that Israeli
banks are soon to report funds, voluntary disclosure procedure, unless properly made with the
assistance of lawyers knowledgeable in the field and that are part of a network of offices that
has an office at the jurisdiction where the funds are, may cause a situation where "hidden funds"
outside of Israel will become overt and cause criminal liability in other jurisdictions.

‘Johana Bensoussan is a French attorney at the law office of Afik & Co., Attorneys and Notaries
(www.afiklaw.com) which is the Israeli office of Euro-American Lawyers Group (www.ealg.com) whose main
practice areas are tax, immigration, Business law and Real Estate. 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. Advocate (CPA) Guy Hen is an Israeli tax attorney who is an expert in Israeli and
international taxation, with extensive experience in voluntary disclosure. For more details guy@sagilaw.com
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