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July 28, 2002
To our readers:

We take pleasure in presenting you with our Newsletter No.
202/2002.

On June 12, 2002, the "Recommendations of the Tax Reform
Committee" (hereinafter — "the Recommendations'), were
published. On July 24, 2002, the "Law for Amendment of the
Income Tax Ordinance (Amendment No. 132) - 2002" (hereinafter
—"the Amendment"), was passed by the Knesset.

The Amendment relatesto the following ar eas:

(@) Reduction of the direct tax burden on personal work
income.

(b) Taxation of the capital market and savings.

(c) Taxation of income outside of Israel.

(d) Elimination of exemptions and preferential tax rates.

(e) Encouragement of business and technological initiatives.

This Newsdletter includes highlights of the Amendment.

A large part of the tax effect of the Recommendations has not yet
been reflected in legidation, these being matters which will be set
out in regulations the Minister of Finance has been authorized to
promul gate.

Such regulations have not yet been promulgated, but in order to
provide the reader with the most complete picture possible, we will
address these matters as they are referred to in the
Recommendations.



We would emphasize that thisis an extensive amendment that
significantly changes part of the present tax principles. The Tax
Authorities have not yet given consideration as to the
acceptable interpretation of the Amendment’s provisions and
it is reasonable to assume that the Amendment will giveriseto
disagreements and different inter pretations.

Therefore, much consideration should be made before deciding
upon a transaction that is affected by the provisions of the
Amendment, and we recommend receiving suitable
consultation on the matter befor e executing the transaction.

Yourstruly,

Somekh Chaikin

This Newsletter is for information purpaoses only, and its contents
are not to be construed as the giving of advice or the rendering of
an opinion.
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