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In brief 

On December 12, 2017, the Israeli Tax Authority (ITA) issued a temporary order and procedural 

guidelines (Guidelines) to be followed for participating in a voluntary disclosure program (VDP). The 

effective date of the VDP is December 12, 2017 and continues through December 31, 2019, except for the 

Anonymous Track which is only in force until December 31, 2018.  

The ITA's stated objective is to encourage taxpayers who have been non-compliant with Israeli tax laws 

to approach the ITA in good faith to disclose their unreported income and to pay the determined tax 

liability. For taxpayers who comply with all of the required steps set out in the Guidelines, the ITA in 

coordination with the State Attorney's Office, will refrain from initiating criminal proceedings against 

participating taxpayers.    

This program replaces the ITA's last special voluntary disclosure opportunity that expired December 31, 

2016 in which many Israeli taxpayers participated.  

 

In detail 

There are detailed qualifying 
conditions and three different 
tracks that may be selected by a 
taxpayer in filing the voluntary 
disclosure request (the 
Request). The main points are 
summarized below. 

Qualifying conditions 

1. The voluntary disclosure 

must be honest, complete, 

and submitted in good faith.  

2. At the time the Request is 

submitted, the following 

conditions must exist: 

- The ITA is not currently 
conducting an 
investigation or 

examination on the 
taxpayer or on the 
taxpayer's spouse or on 
entities under their 
control.   

- The ITA has no 
information that is 
connected to the 
voluntary disclosure of the 
taxpayer or connected to 
the taxpayer's spouse or 
on entities under their 
control. 

- The Israeli Police are not 
currently conducting an 
investigation or 
examination of the 
taxpayer or the taxpayer's 
spouse or of entities under 
their control relating to 

the matter connected with 
the voluntary disclosure, 
including relating to their 
business activities or any 
other activities that 
generate income.  

3. The ITA is permitted to 

reject a Request if it has 

information either directly or 

indirectly connected to the 

Request relating to the 

taxpayer, the taxpayer's 

spouse or on entities under 

their control, which are in 

another authority, or the 

information is from the 

media, or from court 

documents or protocols or 

any other document in which   
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civil or criminal actions are being 

conducted in a legal system in 

Israel or abroad.  

Track One — Regular Track  

The voluntary disclosure Request is 
filed with the Senior Deputy General 
of Investigations and Intelligence of 
the ITA and only that party is 
authorized to approve the Request. 

The Request must be sincere and 
include all relevant information 
including, inter alia, the names of the 
taxpayer applicant, relevant tax years, 
source of income, amount of income 
that was evaded and an estimate of 
the tax liability to pay (if the evaded 
income is a yield of an investment, the 
investment amount must also be 
reported).  The Request must attach 
all relevant documents (e.g., bank 
statements). 

A special form must be completed and 
signed by the taxpayer who declares 
that all of the funds referred to in the 
Request were generated from lawful 
activity and that the information being 
reported is complete and correct.  If 
the taxpayer has a representative, a 
power of attorney form also must be 
attached.  

If the ITA determines that the Request 
should not be approved, a notification 
will be sent to the taxpayer.  In the 
alternative, if the ITA determines that 
the Request satisfies the qualifying 
conditions, the taxpayer will be 
notified that the Request is approved, 
subject to the taxpayer paying the tax 
due. At this stage, the ITA will transfer 
the Request to the relevant Civil 
Authority (i.e., Tax Assessing Office, 
VAT Office, Land Authority, Customs 
Collector, etc.) who will determine the 
amount of tax to be paid and the 
deadline date that it must be paid. The 
liability due will include the principal 
amount of tax, inflationary linkage, 
interest and civil penalties.  

The taxpayer must fully and sincerely 
cooperate in all matters relating to the 
Request and the payment steps.  

Once the taxpayer has paid the tax 
liability amount on time, the ITA 
commits that it will not conduct any 
criminal proceedings against the 
taxpayer in question relating to the 
voluntary disclosure matters that were 
approved.   

The Regular Track is available 
through December 31, 2019.  

Track Two — Anonymous Request 

Track 

A taxpayer can elect to file the Request 
anonymously in the initial stages to 
examine the tax liability arising from 
the Request. 

The Anonymous Request must 
contain all of the information and 
documents set out in the Regular 
Track, except the name of the 
taxpayer is not disclosed.  

A special form must be completed and 
signed by the undisclosed taxpayer's 
representative who declares that all of 
the funds were generated from lawful 
activity and the information is 
complete and correct.   

The ITA will transfer the Request to 
the relevant Civil Authority to 
determine the amount of tax to be 
paid. Within 180 days from the 
submission date of the Request (an 
additional 90-day extension is 
available), the taxpayer's 
representative is to sign a draft tax 
assessment relating to the income and 
tax liabilities connected to the 
Request.   

At the time of signing the draft tax 
assessment, the Representative is 
required to disclose the name of the 
taxpayer and the taxpayer's Israeli ID 
number to allow the continued 
examination and handling of the 
Request.  

The additional steps thereafter and 
the immunity commitments are as set 
out in the Regular Track above.  

It is important to note that if the name 
of the taxpayer is not provided by the 
deadline date above, the Request will 
be rejected and the ITA may use the 
data provided in the Request as 
evidence for any criminal or civil 
action.  

The Anonymous Request track is 
available through December 31, 2018.  

Track Three — Shorter Track 

When the total capital amount 
included in the voluntary disclosure 
does not exceed NIS 2 Million and the 
taxable income derived from this 
capital does not exceed NIS 0.5 
Million in the years of the reporting, 
the Request and corrected tax reports 
may be filed on a shorter path using a 
special form that requires less detailed 
reporting. The special form is signed 
by the taxpayer who declares that all 
of the funds were generated from 
lawful activity and that the 
information is complete and correct.   

The Request should be filed with the 
ITA together with corrected annual 
tax returns. If the Request is 
approved, the ITA shall transfer the 
Request to the relevant Civil Authority 
who shall issue a payment voucher to 
the taxpayer for the tax liability 
arising from the Request.  

If the Application pays the Tax 
Amount within 15 days of the payment 
notice being delivered, no criminal 
actions shall be started relating to the 
information transferred in the 
Request.  

The Shorter Track shall be available 
until December 31, 2019.  

Set-off of losses and utilization of 

credits 

Under the VDP, losses may be offset 
and credits arising from the Request 
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may be claimed only against income 
or capital gain reported in the 
Request, and only in the tax assessing 
years that the Request relates to. The 
offsetting and/or claiming of credits 
shall be done in accordance with the 
regular rules set out in the Income Tax 
Ordinance.  

Losses and credits which are not 
utilized during the tax assessed years 
reported in the Request, shall not be 
permitted as an offset and/or for 
using in years thereafter.  

The ITA emphasizes that losses and 
credits which were already declared in 
tax reports filed before the filing of the 
Request may not be offset or claimed 
against profits or income which have 
been declared in the Request.   

Immunity from criminal 

prosecution — Eligibility 

qualifications 

The immunity from criminal 
proceedings relates to the information 
in the voluntary disclosure only and 
has important qualifications as 
explained below.  

A person is entitled to benefit from 
the voluntary disclosure process only 
one time.  

The VDP does not apply for income 
which is sourced from illegal 
activities.  

The immunity from criminal action 
shall apply only with respect to the 
information that was provided to the 
ITA in the VDP framework. 

The immunity from criminal action 
under these procedures shall apply 
only to violations of the following tax 
Laws: 

 Income Tax Ordinance; 

 Property Taxation Law;  

 Value Added Tax Law;  

 Purchase Tax Law;  

 Customs Tax Ordinance;  

 Customs and Fuel Excise Tax Law;  

 Money Laundering Law - for 

offenses in which the original 

violation was in one of the tax 

offenses in the above-listed tax 

Laws; or  

 A violation in any other tax law or 

which relates to one or more of the 

above listed laws. 

The VDP shall not apply for violations 
that are defined as Administrative 
Violations under the Law of 
Administrative Violations (1985).  

The Guidelines emphasize that if there 
is a violation in that the Request is not 
honest, complete, and made in good 
faith, or the Request does not include 
all of the detailed information 
required, or the taxpayer has not 
timely paid the tax due, or the 
taxpayer has not fully cooperated with 
the ITA in the VDP process, then no 
immunity from criminal proceedings 
shall be granted to the taxpayer, and 
the ITA shall be able to use the data 
submitted in the Request as evidence 
in any criminal or civil actions. 

The takeaway 

The new voluntary disclosure program 
once again presents an excellent 
opportunity for taxpayers to become 
compliant with Israeli tax laws and to 
receive immunity from criminal 
proceedings.  This program is of 
increased importance and urgency 
when taking into account the 
increasing level of exchange of 
information agreed to between Israel 
and many other countries which is 
designed to bring to the attention of 
the ITA unreported assets and income 
of taxpayers (including with regard to 
funds and income in OECD countries 
and other locations).   
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Let’s talk   

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

PwC — Israel 

Avi Noiman, Tel Aviv 
Tax Partner, Asset Management Services Leader 
+972 (3) 7954467  
avi.noiman@il.pwc.com 

  

Tax Controversy and Dispute Resolution Global Leader 

David Swenson, Washington DC 
+1 202 414 4650 
david.swenson@pwc.com 
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anticipate and adapt in today's evolving business environment. Subscribe or manage your subscriptions at:  
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