Israel – Tax System Overview 
	Characteristics 
	Portfolio Content 

	General 

	Revenue authority 
	Israel Tax Authority (Section IV.A.2.)  

	Type of tax system  
	· Residents: worldwide income (Corporations: Section V.A.2.; Individuals: Section XIII.A.)
· Nonresidents: Israeli-source income (Corporations: Section VI.B.; Individuals: Section XIV.)

	Residence  
	A company is tax resident in Israel if it is incorporated in Israel or if it is controlled and managed from Israel. (Section V.B.) 

An individual is tax resident in Israel if his or her “center of life” is in Israel, based on consideration of several factors. There is a rebuttable presumption that a person’s center of life was in Israel for a tax year if: 
· He or she was physically in Israel for at least 183 days in that tax year; or
· He or she was physically present in Israel for at least 30 days in that tax year and for at least 425 days in aggregate across that tax year and the previous two tax years. (Section XIII.A.) 

	Basic domestic nexus rule for foreign corporations  
	A nonresident corporation is subject to tax on income derived from the conduct of a business in Israel and on passive income paid to it by an Israeli resident payor. There are no domestic permanent establishment rules. (Section VI.A.)

	Treaty network 
	Israel has tax treaties with 60 countries, including the United States, that largely follow the OECD   
Model Tax Convention. (Section XVIII.B.1.)

MLI signatory: Yes. (Section XVIII.B.5.)

For the texts and status of Israeli tax treaties, see International Tax Treaties. 

	Corporations 

	Corporate income tax rate 
	The standard rate is a flat 23%. (Section V.C.7.)

	Withholding tax rates on payments to non-resident companies not connected with a source country PE (or the domestic equivalent).
	Dividends: 25% or 30% on payments to a less than or more than 10% shareholder, respectively; 20% when paid from an “approved enterprise” (as defined); 15% when paid from a pre-2011 “approved enterprise;” 5% when paid by an eligible international holding company. 

Interest: 25%, subject to a 0% rate for certain payments, including interest on government bonds and corporate bonds of Israeli-listed corporations and interest on bank deposits.   

Royalties: 25%. (Sections V.A.6. and VI.C.2.) 

For the rates of source country taxation applying under Israeli domestic law and the context for their application, see the Withholding Tax Chart. 

	Net operating losses carryback/forward 
	Carryback: No.  
Carryforward: Unlimited. Losses can be offset against any income in the tax year in which incurred, but in subsequent years unutilized amounts must be applied against business income and capital gains from business activity. (Section V.A.5) 

	Restrictions on deductibility of interest expenses  
	There are no thin capitalization rules. Generally, interest is deductible, provided it is incurred in the production of taxable income, but interest charges between related parties are subject to general transfer pricing principles (see below). (Section V.C.4.d.) 

	Anti-hybrid mismatch rules 
	No.

	Incentives (major) 
	· R&D: Yes. (Section XVII.E.)
· Patent box: Yes. (Section XVII.A.3.b.)
· Enhanced depreciation / capital allowance: Yes. (Section V.C.5.g. and Section XVII.A.3.)
· Environmental: Yes. (Section XVII.A.3.a. and b.)
· Other: High-tech starts-ups (Section XVII.B.) and private investment (Section XVII.G.) 


	Participation exemption (or similar regime)  
	Yes, there is a full participation exemption for qualifying dividends, capital gains, and certain financial income. (Section IX.)

	Tax consolidation 
	Generally, no; however, group consolidation is available under certain conditions. (Section V.A.4.)

	M&A regime 
	· Tax-free or tax-privileged transaction: Yes. (Section II.C.2.a.(2) and Section V.C.3.b.(5))
· Stamp duty / share transfer taxes: No. (Section IV.G. and Section V.C.3.b.(5))  
· Limitation on pre-deal NOL carryforwards: Yes. (Section V.C.3.b.(5))


	OECD Pillars One and Two 
	Israel has agreed to implement the Two Pillar Solution. (Section V.C.10.) 

	Controlled foreign company regime 
	Yes. (Section V.C.4.d.).  

	Transfer pricing regime 
	Yes. (Section XVI.)  

Country-by-country report: Yes. (Section XVI.C.)  

	General anti-avoidance rule 
	Yes - Income Tax Ordinance, Section 86 applies a “substance over form” general anti-avoidance rule to transactions. (Section XVI.A)

	Mandatory disclosure regime 
	Yes. Taxpayers are obligated to disclose information regarding any tax planning opinion they receive if it satisfies the threshold criteria (Section XV.D.)

	Foreign tax relief  
	Relief may be granted, generally by way of a credit, both under a tax treaty and unilaterally (subject to income baskets and limitations). Some of Israels’ treaties provide for a tax sparing credit. (Sections XVIII.A.2. and B.1.). 

	Individuals 

	Personal income tax rates  
	The standard rates range from 10% on income up to NIS 84,120 to 47% on income above NIS 721,560. Income over NIS 721,560 is subject to an additional 3% tax. (Section XIII.D.) 

Nonresident individuals are subject to tax at the standard graduated rates on Israeli-source income and capital gains derived from assets in Israel. (Section XIV.)

	Stock options 
	Yes. (Section V.C.4.f. — generally; Section XVII.Q. — tax treatment)

	Foreign tax relief 
	Yes, generally, by way of a credit both under a tax treaty and unilaterally. (Section XVIII.A.2.)  

	Wealth tax/estate tax/gift tax 
	· No wealth tax.
· No estate tax. (Section IV.I.)
· No gift tax. (Section IV.I.) 

	Exit tax 
	Yes. The tax is mainly applicable to individuals (Section XIII.A), but can apply to corporations (Section V.C.4.b.(11)).

	Other Taxes 

	VAT/GST/Sales tax 
	A standard VAT rate of 17% (18% with effect from January 1, 2025) applies to all taxable supplies, including imports, but certain transactions are zero-rated (mainly exports) or exempt. (Section IV.E.)

A self-employed person whose annual income turnover does not exceed NIS 120,000 does not charge VAT. 

	Digital services tax  
	No.

	Local taxes  
	Only municipal rates (property) (Section IV.H.)

	Administrative 

	Standard tax return filing dates  
	· Corporations: by May 31. (Section V.A.9.) 
· Individuals: generally, by April 30. (Section XV.C.)

	Limitations period for assessment 
	Generally, four years (individuals and corporations) from the end of the year in which an original return is filed. (Section XV.F.)  

	Advance tax rulings  
	Yes. (Section XV.H.) 



	
	
	



