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In brief 

In January 2017, a proposed amendment to the Israeli Tax Ordinance (ITO) that includes transfer 

pricing provisions passed the first reading (out of three) in the Israeli parliament. Although little 

information is provided, the proposed legislation seems to align with Action 13 of the OECD’s Base 

Erosion and Profit Shifting (BEPS) project. 

 

In detail 

In light of the BEPS initiative, 
the proposed legislation updates 
the provisions of section 85A of 
the ITO, and adds sections 85B 
and 85C to the ITO.  

In the proposed framework of 
Section 85B, the documentation 
that a taxpayer must submit 
with respect to its cross-border 
intercompany transactions, 
following a request of the 
assessing officer, was outlined. 
This includes a requirement to 
submit documents, reports, and 
data relating to the 
multinational group to which 
the taxpayer pertains. It seems 
likely that this requirement 
refers to a Master File that 
companies will be required to 
prepare based on the OECD 
Guidelines.  

According to proposed Section 
85C of the ITO, a taxpayer that 
is part of a multinational group 
will declare this in a form, which 
will be filed as part of the tax 
return. In addition, a taxpayer 
located in Israel that is the 
ultimate parent company in a 
multinational group whose 
turnover exceeds New Israeli 
Shekels 3.4 billion must submit 
a report relating to the group 
and its worldwide activities for 
each tax year (Country-by-
Country Reporting), within a 
year from the end of each tax 
year. 

Failure to submit this report will 
be considered as violating the 
obligation to file the tax return. 
Furthermore, an entity that is 
required to report in Israel will 
be able to request authorization 
for a different entity within the 

group to file this report in its tax 
jurisdiction. 

The applicable effective date of 
the new transfer pricing 
regulations is not specified in 
the proposed legislation. 

The takeaway 

The amendments to the ITO 
that have been proposed seek to 
align the Israeli transfer pricing 
legislation with the OECD BEPS 
project. In addition, these 
changes signal Israel's efforts to 
adjust legislation to conform to 
international transfer pricing 
standards. As a result, taxpayers 
will be required to submit 
further documentation, reports, 
and data in order to comply 
with the new ITO requirements, 
if enacted. 
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Let’s talk   

For a deeper discussion of how this issue might affect your business, please contact: 

Transfer Pricing — Israel 

Vered Kirshner, Tel Aviv 
+972 3 7954849 
vered.kirshner@il.pwc.com 

Lior Ben Porat, Tel Aviv 
+972 3 7954586 
lior.ben-porat@il.pwc.com 

 

Transfer Pricing Global and US Leaders 

Isabel Verlinden, Brussels 
Global Transfer Pricing Leader 
+32 2 710 44 22 
isabel.verlinden@be.pwc.com 

Horacio Peña, New York 
US Transfer Pricing Leader 
+1 646 471 1957 
horacio.pena@us.pwc.com 
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