8 November 2017

Israeli Residents – Foreign Assets
Reporting & Disclosure in view of the publication of the Paradise Papers
and the forthcoming Voluntary Disclosure Procedure
In light of recent and extensive media coverage of the tax and financial news, both in Israel
and internationally, we wish to provide you a lawyer’s viewpoint and insight on the current
situation, especially with regards to Israeli resident clients, holding their foreign assets
directly or through a foreign company, trust or foundation.
Two recent events are relevant and related to each other: forthcoming publication by the
Israel Tax Authority, the ITA, of a new Voluntary Disclosure Procedure; and the publication of
the “Paradise Papers” regarding tax-havens and offshore entities, which allegedly, point the
finger at a sizeable number of Israeli residents.
One may recall, that the use by Israeli residents of tax-havens and offshore entities, in and of
itself is not illegal, as long as the relevant reporting to the ITA is carried out. In order to
protect oneself, therefore, from criminal and/or civil liability, each structure must be carefully
examined to determine the reporting requirements, if any. This becomes even more
important in view of the current exchange of information between Israel and other countries,
and the forthcoming automatic exchange of information, also between Israel and Switzerland
which will come into effect in 2018.
Voluntary disclosure nowadays
It is always possible to approach the ITA and reach an agreement with respect to
undisclosed funds, whether these are in individual accounts or accounts held companies,
trusts or foundations. The purpose of such agreements is to remove the criminal liability and
settle the amount of tax due.
Although there has been no official confirmation, repetitive recent news items have indicated
that the ITA is about to publish a new voluntary disclosure procedure which will commence,
apparently as of January 1, 2018. The new procedure awaits the confirmation of the Ministry
of Justice before it goes public. At present, there are no official details as to the terms and
conditions of the new voluntary disclosure procedure, but apparently it will allow for
anonymous applications, as was the case with the voluntary disclosure procedure that
terminated in December 2016.
Under the anonymous procedure, the ITA guaranteed anonymity along all negotiations, until
an agreement was reached. Only when an agreement is reached with the ITA the advisor
who negotiated the agreement would expose the names of the client(s).
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What happens now?
Should one wait until the official publication of the new voluntary disclosure procedure? This
may not be prudent since there is always the risk that the ITA will reach the taxpayers before
they were able to ask for voluntary disclosure. This risk must be carefully considered in light
of ever-expanding databases and media “leaks”. Note that under Israeli law, in case of
assets are held in a foundation or a trust, it is always the trustee of a trust, or the member of
a board of a foundation with an Israeli resident beneficiary and/or settlor who is primarily
liable to reporting and payment of taxes. This also applies to structures holding Israeli asset
or generating Israeli income, even if none of the settlors or beneficiaries is an Israeli resident.
It is certainly prudent for all trustees, members of foundation boards, directors of companies
and other service providers to consider an approach to the ITA without delay. The position of
the client will be infinitely worse if the ITA has already started an investigation, or even if the
name of the client has been made public, before such approach is made.
We will be pleased to further discuss these topics with you, and remain at your service, in
Zurich and in Tel Aviv.
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