Taxation of Trusts - The Long-Awaited Update

The Tax authority has (finally!) published the neand numerous - tax forms/reports
required to be submitted by or for Israeli-residéat so deemed) trusts and/or
settlers/grantors and beneficiaries. Certain nexv@ralments to the trust tax laws have
also been approved.

The trust forms and laws are rather complicatedist® "English understatement”; we
are, at present, studying the new laws, amendmiemtas and reports and attempting
to obtain clarifications. We hope to issue a nawtailed update within a few weeks.

In the meantime, your attention is drawn to théofeing:

Trust forms and reports for the 2006 and 2007 teary are to be submitted by
October 30, 2008

An "Israeli" trust is required to submit variousdattetailed tax reports and forms.

Foreign-resident trusts may, in certain circumstande exempt from these forms
and reports.

The reporting requirements for Israeli-residentdfiemaries vary, depending on the
tax status of the trust and the nature of theidigions.

The settler/grantor or beneficiary may elect tothe "tax representative” of the
trustees in Israel.

The establishment of a new trust must be repoudeitié tax authorities within 90
days; a foreign-resident trust or foreign-benefigitrust must report by April 30
in the year following (or later, depending on ciratances).

There are provisions to "neutralize" trust inconadldtated" to foreign-resident
beneficiaries, but subject to various limitations.

Guidelines have been issued for trusts considebeddérline” - i.e. unclear if
discretionary or non-discretionary. These provatea "step-up” in value of foreign
assets at December 31, 2005, but subject to ailmeetax, either at 4-10% of the
capital or regular Capital Gains Tax. This is lobasa an internal directive only.
Complicated - Very!

This is a very brief summary, is neither comprehensior conclusive, and should
under no circumstances be acted upon without tgkioger professional counsel.

We will be glad to assist.

July 2008

02-5669555 .0PD =» 02-5611323 Do = 91081 DHWYIT ,8240 7.1 = YY1 'K 43 OKDT PrY ‘NI
43A Emek Refaim St. Jerusalem = P.O.Box 8240 Jerusalem 91081 = Tel. 972-2-5611323 = Fax. 972-2-5669555
jeff@broide.com = www.broide.com



