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Holiday 2009 2010
Passover April 9-15 March 30-April 5
Independence Day April-29 April-20
Shavuot (Feast of Pentecost) May-29 May-19

Rosh Hashanah (Jewish New Year)

September 19-20

September 9-10

Yom Kippur (Day of Atonement)

September-28

September-18

Sukkoth (Feast of Tabernacles)

October 3-10

September 23-30
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Criteria

GDP (current prices, B$) 131.2 142 161.8 168
GDP Real Growth Rate (%) 5.1 5.2 5.4 4.1

GDP per Capita (Current Prices, thousands of $) 18.7 19.9 21 21.7

GDP per Capita (thousands of $, based on purchasing 29,044 30,464 27,957 27,700
power parity)

Exports of Goods & Services (B$) 57.9 62.6 70.65 78
Imports of Goods & Services (B$) 57.5 61.7 73.7 84
Unemployment Rate (%) 9.0 8.4 7.5 7.0
Inflation Rate ( CPI, end of year) 2.4 0 3.4 3.8
Inward FDI (current prices in B$) 4.8 14.3 9.7 9.7
Current Account (% of GDP) 3.0 5.6 2.8 1.0
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Rating Agency Term Local Currency  Outlook Foreign Currency
Moody's Long Al Stable Al

Short - P1
Standard&Poor's  Long AA- Stable A

Short A-1+ A-1
Fitch Long A+ Stable A

Short - F1
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Occupation by Industry 2008
. . Banking, insurance and Accommodation
Business activities . . Transport, storage and .
other financial S services and
L communication
14% institutions 79 restaurants
4% 0 5%

Public administrati
5%

Health, welfare and
social work services
10%

Community, social and Services for

Wholesale and retail
trade, and repairs
13%

Construction (building
and civil engineering
projects)

5%

Electricity and water

supply
1%

Manufacturing

personal and other households by Agriculture 14%
services domestic personnel 2%
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Life Sciences companies by sector

Pharmaceuticals
, 12%
Biotechnology , Agrobiotechnolo
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/-Other, 4%
— Health, 6%
Medical
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Country 2008 2007 2006 2005
Turnover % Turnover %  Turnover % Turnover %

United States 2,625 42% 3,731 53% 3,984 60% 4,074 61%
Hong Kong 1,442 23% 1,310 19% 986 15% 911 14%
Belgium 545 9% 562 8% 455 7% 501 8%
Switzerland 484 8% 429 6% 328 5% 321 5%
England 172 3% 109 2% 160 2% 144 2%
Other countries 992 16% 935 13% 698 11% 756 11%
Total 6,240 100% 7,076 100% 6,611 100% 6,707 100%
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Priority Priority
Area A* Area B*
Industrial project
Up to NIS 50 million** 24% 10%
Above NIS 50 million 20% 10%
Investment in hotels and other accommodations  24% -
Other tourist enterprises 15%
W3 5A 4PH 9 P7
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Tax Benefits
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Tax Benefits table
Percentage of foreign Corporate Taxrate on  Total tax rate (company +
investment during the tax tax rate dividend shareholders)
year
49-74% 20% 15% 32%
74-90% 15% 15% 27.75%
Over 10% 15% 23.5%
wC 6A $
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Accelerated Depreciation

EI
/!  $B *
A / 8 A
$B A $
( &
& < 2 4< 27 1 & 9
9 >HBE & <2
M2 K+ $
& , 0 $&
0 *
& <2 4 >#B! >#B 0
6 A >#B $ 0
$
6 <2
0 $
$
* >#B 0
>#B $2 D
Fund Name Countries Website
BIRD Israel-USA www.birdf.com
CIIRDF Israel-Canada www.ciirdf.ca
SIIRD Israel-Singapore www.siird.com
BRITECH Israel-Britain www.britech.org
KORIL Israel-Korea www.koril-rdf.or.kr
VISTECH Israel-Australia www.business.vic.gov.au
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Doing Business 2009 Doing Business 2008
Ease of... rank rank Change in rank
Doing Business 30 30 0
Starting a Business 24 18 -6
Dealing with Construction Permits 120 111 -9
Employing Workers 92 92 0
Registering Property 160 158 -2
Getting Credit 5 5 0
Protecting Investors 5 5 0
Paying Taxes 77 74 -3
Trading Across Borders 9 8 -1
Enforcing Contracts 102 100 -2
Closing a Business 39 43 4
Indicator Israel Region OECD
Starting a Business
Procedures (number) 5 8.4 5.8
Duration (days) 34 23.5 13.4
Cost (%GNI per capita) 4.4 41 4.9
Paid in Min. Capital (% of GNlper 0 331.4 19.7
capita)
Dealing with Construction Permits
Procedures (number) 20 19.3 15.4
Duration (days) 235 186.6 161.5
Cost (%GNI per capita) 112.8 433.3 56.7
Registering Property
Procedures (number) 7 6.4 4.7
Duration (days) 144 374 30.3
Cost (Yoproperty value) 7.5 5.9 4.7
Enforcing Contracts
Procedures (number) 35 43.7 30.8
Duration (days) 890 688.8 462.7
Cost (%of claim) 25.3 23.7 18.9
Closing a Business
@ )2 $
DEE $ $ E; ER S6
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Indicator Israel Region OECD
Starting a Business
Time (years) 4 35 1.7
Cost (% of estate) 23 14.1 8.4
Recovery rate (cents on the dollar)  44.9 29.9 68.6
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Indicator Israel Region OECD
Getting Credit
Legal Rights Index 9 3.3 6.8
Credit Information Index 5 2.9 4.8
Public registry coverage (% adults) 0 4.8 8.4
Private bureau coverage (% adults) 91 9.7 58.4
Protecting Investors
Disclosure Index 7 5.9 5.9
Director Liability Index 9 4.8 5
Shareholder Suits Index 9 3.7 6.6
Investor Protection Index 8.3 4.8 5.8
Getting Credit Indicators Indicator

Can any business use movable assets as collateral while keeping possession of the assets; and any  Yes
financial institution accept such assets as collateral?

Does the law allow businesses to grant a non possessory security right in a single category of revolving Yes
movable assets, without requiring a specific description of the secured assets?

Dose the law allow businesses to grant a non possessory security right in substantially all of its assets, Yes
without requiring a specific description of the secured assets?

May a security right extend to future or after-acquired assets, and may it extend automatically to the Yes
products, proceeds or replacements of the original assets?

Is a general description of debts and obligations permitted in collateral agreements, so that all types of Yes
obligations and debts can be secured by stating a maximum amount rather than a specific amount
between the parties?

Is a collateral registry in operation that is unified geographically and by asset type, as well as indexed by Yes
the grantor's name of a security right?

Do secured creditors have absolute priority to their collateral outside bankruptcy procedures? Yes
Do secured creditors have absolute priority to their collateral in bankruptcy procedures? Yes
During reorganization, are secured creditors' claims exempt from an automatic stay on enforcement?  Yes
Does the law authorize parties to agree on out of court enforcement? No
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Indicator Israel Region OECD
Documents for export (humber) 5 6.5 4.5
Time for export (days) 12 23.3 10.7
Cost to export (US$ per container) 665 1024.4 1069.1
Documents for import (days) 4 7.6 5.1
Time for import (days) 12 26.7 11.4
Cost to import (US$ per container) 605 1204.8 1132.7
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Doing Business in Israel
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Doing Business in Israel
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Doing Business in Israel
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"In principle, the tax system
in Israel is mostly a personal

one..."

Doing Business in Israel
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Doing Business in Israel
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Losses generated in Israel:

A. Business losses

C

A$

B. Losses from a passive source

9 4

$

Losses generated abroad:
A. General

C

B. Business losses
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Doing Business in Israel

C. Losses from a passive source
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Tax Liability

The components of the capital gain
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Doing Business in Israel
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Doing Business in Israel
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"The CFC rules apply in # -
cases where a controlled & !
foreign company has profits, I J I J
which arise mostly from ) A $
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"In order to encourage
activity in certain areas,
Israel has set down various

tax benefits..."

Doing Business in Israel
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Doing Business in Israel
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Doing Business in Israel

I J 9 4,6A AE 6A
A 7$
A Beneficiary Enterprise
& C ; I J
; $
& J 1
&
*
9 $
!
9D
& $
&
$
& J 9%
4 7
9 0
C X D
/ O
> J 9
C ;
J 9 4 AE 6A
A 7 D
"Developmen | Track Benefits Period Corporate tax Tax on dividends | Tax imposed on
t region" in rate during “the distributed the entity due to
which the benefits period” during “the the distributed
plant is beneficiary exempt profits
located period (*) (including the
amount of the
gross dividend )
A "The green 10 years. Companies Tax exemption 15% (*****) Up to 25%
track" with huge foreign depending on the
investments — 15 years "foreign
(Frxrrr) investment" in the
corporation
"The Ireland 10 years. Companies 11.5% 15% (*****) -
track" with huge foreign 4% for dividend
investments — 15 years distributed to a
(FrRx) foreign resident
"The giant 10 years. Companies Tax exemption Exempt from tax |-
investment with huge foreign
track"(**) investments — 15 years
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Doing Business in Israel

"Beneficiary "The giant 10 years Companies Tax exemption Exempt from tax -
area" in region | investment with huge foreign
A track"(***) investments — 15 years
B (****) 7 years For the first 6 15% (*****) Up to 25%,
years — tax depending on the
Companies in foreign exemption “foreign
investments — 10 years investment” in the
For the remaining corporation
Companies with huge years - 10%-25%,
foreign investments — depending on the
15 years in certain “foreign
conditions investment” in the
corporation
(*******)
Other (****) 7 years For the first 2 15% (*****) Up to 25%
years — tax depending on the
Companies in foreign exemption “foreign
investments — 10 years investment” in the
For the remaining corporation

Companies with huge
foreign investments —

years — 10%- 25%
depending on the

15 years in certain “foreign
conditions investment” in the
corporation
(*******)
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"An Industrial Enterprise is
defined as an enterprise
whose major activity in a
given tax year is industrial

production.."

Doing Business in Israel

H2
/
H2 4 |
AWWWWW7 |
AWWWWWW7&
$
AWWWWWWW7
6AS% =
* (
7
* $ &
8A -8A
-8A A A
$&
$
= 1% 3?76+.+
& 9 ; 4& 7
: 9
A
; 0
$
&
) *
(@]
/
(@]
% &
$;

© 2009 Fahn Kanne & Co. Grant Thornton Israel. All rights reserved.

J7

*



Doing Business in Israel
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Annual income Cumulative Tax rate(*) Tax Cumulative tax
(NIS) income (NIS) (NIS) (NIS)
Up to 55,080 55,080 10% 5,508 5,508
Next 42,840 97,920 15% 6,426 11,934
Next 49,080 147,000 23% 11,288 23,222
Next 64,200 211,200 30% 19,260 42,482
Next 243,480 454,680 34% 82,783 125,265
Above 454,680 46%
AW7 & A 6A +A +A
P P

$

"All Israeli residents are
liable to payment of tax in
respect of their entire income

worldwide..."
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Doing Business in Israel

! @
D
Annual income Cumulative Tax rate(*) Tax Cumulative tax
(NIS) income (NIS) (NIS) (NIS)
Up to 147,000 147,000 30% 44,100 44,100
Next 64,200 211,200 32% 20,544 64,644
Next 243,480 454,680 34% 82,783 147,427
Above 454,680 46%
C 1% 3 C 4
: 2 $!
L / 4 7 (
$ * / 2 2
$
/ 2
2 4 7 ( $
& 2 2
D
Salary per month Up to NIS 4,598 From NIS 4,598 to  NIS 76,830
Employee 3.85% 12%
Employer 3.5% 5.43%
Total 7.35% 17.43%
Self-employed 9.82% 16.23%
Capital gains derived from assets, except for securities
9 $&
$
& A
3% +$
D
+ '"1775 *
$
+ '"1?7?5 * A
&
& A
B +| L) +$
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Doing Business in Israel

Capital gains tax deriving from securities
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Distributor Tax rate
An ordinary company (one which is not subject to special provisions by law) (1) 20% / 25%
“Approved Enterprise" under the “Grant track” (2) 15%
“Beneficiary Enterprise" (see paragraph 3.2 above) 15% / 4% / 0%
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Doing Business in Israel
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Type of income Tax rate
Rental income on apartments in Israel, up to an amount of NIS 4,510 per month
(as long as the property serves for residential purposes and the renter is an
individual. Exempt
Rent on apartments in Israel (*) 10%
Rent from abroad, that is not considered as “business income”(*) 15%
Interest 15% / 20%
4W7 2 0
% D D? E&
F
General
& < P *
PP P +@ P +$
! P
I *
I
+@ | J
$ !
I J
I J
$
- P E
6 4 ,
7$
+ P P
@ 4 $3% 7$

© 2009 Fahn Kanne & Co. Grant Thornton Israel. All rights reserved.



"Tax benefits are granted to
"first-time Israeli residents",
"veteran returning residents"

and "returning residents..."

Doing Business in Israel

The tax benefits
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Doing Business in Israel

% =
&
$
& P P /
D 4,7 047 O 4+7
E 0 487 E $
( D
47" | * J4a
J 7 *
*
O
47" I * J &
J *
$
4 7
$
/ $
% <
0 A $
3 0 ,6AS$
( $
>
$
& * D
4 7$
C
4 12 C J7%
M
4 % 7$

© 2009 Fahn Kanne & Co. Grant Thornton Israel. All rights reserved.



Doing Business in Israel
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Doing Business in Israel
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Salary per a month Up to NIS 4,598 From NIS 4,598t o NIS 36,760
Employee 0.04% 0.87%
Employer 0.54% 0.77%
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Doing Business in Israel
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"The principles of the
property betterment tax are
basically similar to those of
the capital gains tax
applicable to other capital

assets..."

Doing Business in Israel
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Doing Business in Israel
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Doing Business in Israel
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Doing Business in Israel
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"Israel is as signatory of tax 0
treaties with 47 countries..." $
$B
$
Withholding tax at the source - %
From From From

Country royalties interest dividends

Non-treaty countries 25 25 20/25

Austria 10 15 25
2 Belarus 5/10 5/10 10

Belgium 10 15 15
4 Brazil 10/15 15 10/15
5 Bulgaria 7.5-125 5/10 7.5-125
6 Canada 15 15 15
U China 10 7/10 10
8 Croatia 5 5/10 5/10/15
. Czech Republic 5 10 5/15
- Denmark 10 25 5/15/25
= Ethiopia 5 5/10 5/10/15
12 Finland 10 10 5/10/15
13 France 10 5/10 5/10/15
14 Germany 0/5 15 25
- Greece 10 10 (A)
= Hungary 0 0 5/15
17 India 10 10 10
18 Ireland 10 5/10 10
- Italy 0/10 10 10/15
20 Jamaica 10 15 15/22.5
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Doing Business in Israel

Withholding tax at the source - %

From From From
Country royalties interest dividends
21 Japan 10 10 5/15
22 Latvia 5 5/10 5/10/15
23 Lithuania 5/10 10 5/10/15
24 Luxemburg 5 5/10 5/10/15
e Mexico 10 10 5/10
26 Moldova 5 5 5/10
27 Norway 10 25 5/15/25
e Philippines 15 10 10/15
e Poland 5/10 5 5/10
& Portugal 10 10 5/10/15
31 Romania 10 5/10 15
- Russia 10 10 10
e Singapore 5 7 5/10
34 Slovakia 2/5/10 5/10
35 Slovenia 5 5/10/15
el South Africa 15 25 25
87 South Korea 215 017.5/10 5/10/15
& Spain 5/7 5/10 10
oY Sweden 0 25 0/5/15
40 Switzerland 5 5/10 5/10/15
4 Thailand 5/15 10/15 1015
42 The Netherlands 5/10 10/15 5/10/15
& Turkey 10 10 10
a4 Ukraine 10 5/10 5/10/15
e United Kingdom 0/ 15 15 15
46 USA 10/15 10/17.5 12.5/15/25
4 Uzbekistan 5/10 10 10
47 B
& Q
3
$
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Doing Business in Israel
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Head office:

Levinstein Tower, 23 Menachem Begin Road,
Tel-Aviv 66184, Israel,

P.0.B. 36172, Tel-Aviv 61361

Nathan Ellis
CPA (Isr.), Co-managing partner, head of IBC
Fahn Kanne & Co. Grant Thornton Israel

T +972 3 710 6622
F +972 3710 6620
E nathane@aqtfk.co.il

Mickey Blumenthal
CPA (lsr.), Co-managing partner
Fahn Kanne & Co. Grant Thornton Israel

T +972 3 710 6688
F +972 3 710 6680
E mickeyb@gtfk.co.il

Izhar Kanne
CPA (lsr.), Co-managing partner
Fahn Kanne & Co. Grant Thornton Israel

T+972 3710 6677
F +972 3 710 6670

E izhark@qtfk.co.il
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CPA (lsr.), CEO, partner
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CPA (lsr.), CEO, partner

Fahn Kanne Control Management Ltd. Grant
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St. Jude Medical
J&J
Nobel Biocare
Am arin
Pharmaceutical

Medtronic
Thales SA
Neovasc Inc
Bioness
Boston Scientific
CAIR LGL
Candela

Symantec Corp
Tixdaq Ltd.
Vector Capital
Quest Software
Stats LLC
CA Inc.
Microsoft
IBM
Vmware
Microsoft
IBM
Microsoft
Microsoft
Technologies
Y ahoo
eBay

Carl Zeiss SMT
Samsung
Spansion
Corporation
PMC Sierra

Sears Holdings

Elbit Systems Ltd.

Smart Call LLC
Harmonic Inc.
Int'l
Viaccess
Microfocus
Padtec SA
Allot Communi
cations
Software AG
AT&T
Liveperson
Sandvine
M otorola
Optium
Polycom
Nextwave

Markstone Capital

Systems
Na'an Dan

M ediguide
Oomrix
AlphaBiotech
E ster Neurosciences
Industries

Ventor Technologies
CMT Medical
B-Balloon
NESS
Remon Medical
DefinitlVe Medical
Inolase

Mi5 Networks Inc.
(Sportingo)
Systems
Monosphere Inc
SportVU Ltd.
Eurekify Ltd
Faircast
Files X
B-Hive Networks
Zoomix
Diligent Technologies
Y adata
Kidaro
Beinsync
Foxytunes
Fraud Sciences

Pixer Technology
Transchip
Saifun Semiconductors
Octalica
Pasave

Delver Ltd.
Shiron Satellite
Personeta Inc
Scopus video
Destinator
Orca Interactive
Netmanage
Civcom Ltd
Esphion

Jacada
Interwise
Kasamba
Matrix
Terayon
Kailights
Destiny Conferencing
Go-Networks

Solcon

John Deere
Jain Irrigation Systems

Solutions for Intra body Navigation
Biopharmaceutical
Pharmaceutical
Biotechnology
P harmaceutical

Aortic prosthesis
Medical Imaging Equipment
Surgical Tools
Technology to stimulate nerves
Inter-body wireless communication
Intravenous infusion pumps
Aesthetic laser treatment

IT & Enterprise Software
Internet
Software Security
IT & Enterprise Software
Motion Tracking, Image processing
IT & Enterprise Software
Advanced Electronic Tourist Services
IT & Software
Technology
Data Solutions
Data Storage
IT & Software
Virtual Technology
IT & Software
Anim ation Technology
Security tech

Semiconductor Equipment Manufacturer
non-memory chips, image sensors
Non-volatile Memory Market Technology
Digital hom e entertainment networking products
IT

Internet
Communications
Communications
Video networks

Software

Communications Applications

Software

O ptical com munications
Network Solutions

Service enabling
Conferencing Services over IP Networks
Social network company
Internet network bandwidth
Cable Modem Systems
Optical systems for cosm etics
Communication and Conferencing Solutions
W ireless

VC Management

Agricultural Equipm ent
Irrigation

12.2008

10.2008
2.2008

12.2007
5.2007

2.2009
12.2008
7.2008
6.2007
6.2007
6.2007
3.2007

4.2009
4.2009
1.2009
1.2009
12.2008
11.2008
7.2008
4.2008
7.2008
7.2008
4.2008
2.2008
3.2008
3.2008
2.2008
2.2008

8.2008
10.2007
10.2007
5.2007
4.2006

3.2009
2.2009
1.2009
12.2008
7.2008
5.2008
5.2008
4.2008
1.2008

12.2007

10.2007
6.2007
6.2007
4.2007
3.2007
1.2007
1.2007

3.2008

6.2008
6.2007

300 mil
438 mil
95 mil
30 mil
454 mil

325 mil
30 mil
*
75 mil
80 mil

*

150 mil

15 mil
1 mil
160 mil
*

18 mil
30 mil
115 mil
80 mil
*
20-30 mil
165 mil
$20-30 mil
100 mil
25 mil

*

169 mil

*

70 mil
249 mil
35 mil
300 mil

*

16 mil

0.7 mil

86 mil

16 mil

21.4 mil
73.3 mil
30-40 mil
5.5 mil

26 mil

121 mil

40 mil
*

140 mil
35 mil
47.6 million
46.6 mil

80 mil

65 mil
21.5mil
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Free Trade Area

Protection of Investments Agreements on R&D

MFN Tr  ade Agreements

Agreements with non WTO Members
Canada Albania Funds
Mexico Argentina Canada Kazakhstan
US.A Armenia*** Singapore Russian Fed.
Belarus*** South Korea Ukraine
E.U. Bulgaria United Kingdom Uzbekistan
Austria China*** US.A Vietnam*
Belgium Croatia***
Denmark Cyprus***
Finland Czech Republic Co-operation
France El Salvador*** Belgium
Germany Estonia China
Greece Georgia France
Ireland Germany Hong Kong Standardisation & Product
Certification
Italy Hungary India Jordan
Luxembourg India Ireland Russian Fed.
Netherlands Kazakhstan Netherlands Ukraine
Portugal Latvia Portugal
Spain Lithuania Spain
Sweden Moldova Fifth Framework
United Kingdom Poland E.U.
Romania Germany
E.F.T.A Slovenia*** Italy
Iceland South Korea*** Finland
Lichtenstein Thailand*** Sweden
Norway Turkey
Switzerland Ukraine
Bulgaria Uruguay***
Czech Republic
Hungary Zaire***
Poland Turkmenistan
Romania Slovak Republic
Slovak Republic Peru***
Slovenia
Turkey

*under negotiation

**|nitialled

*** To be ratified
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