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Ori Ephraim
Lyat Eyal

Israel is a democracy founded in 1948 with a population of approximately 600,000 Jews,

many of whom were immigrants at the time of the founding of the state. During its 68

years of existence, the state has experienced three massive waves of immigration, mainly

in the 1950s, 1970s and 1990s. Each such wave of immigration significantly increased the

population. In 2016, the population was approximately 8.6 million; 6.4 million of which

are Jewish.

1. Introduction?

Historically, the two powers that ruled over the land
during the pre-state period prior to 1948 were the
Turks and the British; each left their mark on its legal
system, based today on Anglo-American traditions.
Since the founding of the State of Israel, the Knesset
(the Israeli Parliament), has enacted independent
legislation thereby creating the modern state’s legal
system as a common law jurisdiction. Seventeen
members of the bench comprise the Supreme Court,
the highest judicial body, responsible for, inter alia,
interpreting legislation.

While Israel is generally a secular state, in areas
such as marriage and divorce, secular and religious
courts overlap. Religious courts and judges, such as
Jewish rabbinical courts, Muslim Shat’ia courts and
Druze tribal councils have jurisdiction over various
matters such as marriage and divorce. In civil matters,
these religious institutions generally have the legal
status of voluntary arbitrators.

Legislation referenced in this article includes the
Trust Law 1979, the Law of Agency 1965, the
Succession Law 1965, the Tax Ordinance [New
Version], Banking Law 1981, Companies Law 1999,
the taxation of trusts legislation 2005 and the Law
Regulating Investment Advisers, Investment
Marketing and Portfolio Management 1995. There
have been significant revisions to these laws over the
years. A number of relevant governmental agencies
include the Tax Authority, the Anti-Money
Laundering Authority, the Israel Securities Authority,
the Inheritance Registrar and the family courts.

The econornic environment

Israel is a modern state with a well-developed
economy, an advanced industrial sector and high level
high-tech and bio-tech industries. The GDP per capita
has increased from US$27,000 in 2008 to US$35,000
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in 2015. The Israeli banking system is stable and was
unaffected by the 2008 financial crisis. Israel recorded
a government debt to GDP of 62.1% in 2016
(compared with 229% in Japan, 104% in the

United States and 89% in the United Kingdom).

In 2015, expenditure on education was
approximately 8% of GDP, on civilian research and
development (R&D) approximately 4.3% of GDP (the
highest within OECD countries), and on defence
approximately 5.6% of GDP. Compulsory conscription
is in force and the majority of 18-year-old individuals
are conscripted some of which, in certain positions,
are exposed to technological systems and given
responsibilities that are otherwise reserved for more
experienced professionals in the professional arena.
The outcome is that, in certain areas, young
individuals gain formal training and experience and
complete their military service with an advantage for
the workforce.

The defence expenditure is comprised mainly of
military R&D and a portion of the military’s
investment in R&D constitutes the foundation for
civilian R&D. This investment is both direct through
military industries, and indirect in the form of the
technological experience, training and knowledge
gained by the young individuals who complete their
service later transferring these to the civilian
industries, mainly in the high-tech fields.

These factors result in over 100 Israeli companies
listed in US markets (NASDAQ/NYSE/AMEX), mostly
operating in the fields of IT systems, algorithmic
trading, firewall systems, cyber and cyber security
systems, optical systems, space and medicine. Israel
holds the second place, after Canada, in the number
of companies publicly traded on NASDAQ. In
addition, the Israeli biomedical industry has expanded
tremendously, more so than the chemical and drug
industries, which receive governmental support.
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its infancy. Potential client awareness is low in
comparison with the more mature western markets
but the awareness grew over the past few years. In
our opinion, a significant number of high net worth
individuals operate and manage their assets alone
while using portfolio management services for some
of their capital.

There is potential in the family office marketplace,
and the number of service providers and users is
expected to grow significantly. It is reasonable to
expect that within a few years, as the growth
continues, the scope of the market will be similar to
that seen in North America and Furope. There are
those who claim it could be even larger due to the
typical approach of Israeli clients, who tend to invest

a major portion of their capital in foreign matkets,
requiring higher levels of professionalism.

Nonetheless, since this is a relatively young
industry, professional levels and standards are still
being created. These require an understanding of
international markets, a familiarity with the various
types of investments and a personal relationship
based on honesty, confidentiality and discretion.
We estimate that, given Israel’s wide-ranging exposure
to global markets, close relationships between the
panks, the various product suppliers and family
offices, awareness in this area both on the part of
clients and of service providers will rise to those
accepted as standard internationally.

Alon Kaplan, PhD, TEP, Advocate and Notary, was admitted to the Israeli Bar in 1970, the New York Bar in 1990 and

the Frankfurt Bar Association in 2010. Alon was among the
president, and as academic coordinator and lecturer for the S

founders of STEP Israel in 1998, currently serves as its
TEP diploma course at the Institute of Advanced Studies at

Tel Aviv University’s Faculty of Law. Alon is the author of the book Trusts & Estate in Israel (2016) and is general editor
of Trusts in Prime Jurisdictions 4th edn, 2016 and several books about doing business in Israel, and is the Israel country
correspondent for Oxford Journals” Ti vusts and Trustees. He has published many articles about trusts, estates and family

wealth in professional journals. Alon gained his doctorate (
council member of the board of trustees of IMPACT, an orga

1 trusts in Israel) from the University of Zurich. He is a
nisation that awards scholarships to veteran soldiers of the

Israeli Army. He is a member of the international board of the Weizmann Institute of Science.

Lyat Eyal, LLB, TEF, is a founding partner of Aronson, Ronkin-Noor, Eyal Law Firm where she manages the firm’s
private client practice. Lyat is admitted t0 practise law in [srael and in New York State. Lyat’s private client practice

involves advising clients on cross-border estate planning issu

es, trust structures and pre-immigration planning as well as

probate administration. Lyat is a member of STEP, the New York State Bar Association International Section and Trusts
and Estates Section. Lyat is an Academician at the International Academy of Estate and Trust Law and a Fellow of the
American College of Trust and Estate Counsel. Lyat publishes regularly in distinguished professional publications and

speaks at seminars and conferences internationally.

Ori Ephraim, CPA (Isr.), MBA, TEP, Founder and Manager,

O. Ephraim Multi Family Office Services. Ephraim MFO

Services was founded in 2002 by Ori. The firm 's goal is to provide an independent and trusted CFO service t0 UHNWI
clients in order to preserve the family’s assets and multi-generational vision. The firm’s services include comprehensive
investment advice, tax, accounting, CFO services to the clients’ companies, and ligison with the clients’ auditors, lawyers

and other specialists. Ori holds an MA in economic and busin

ess administration (cumn laude) and a BA in economics

and accounting (cum laude), both from the Hebrew University in Jerusalem. In addition, he holds a STEP diploma in
international trust management. Ori holds a CPA (Isr.) licence and is @ member of the Institute of CPA in Israel. Ori was
an external lecturer for tax and accounting at the Hebrew University and at Bar Illan University, and lectures widely in his

areas of expertise.

1 This article does not aim to provide legal advice and may not be
relied upon without independent professional advice.

2 Bloomberg Rankings, “50 Most Innovative Countries, Innovation
Index Revealed”, January 19 2016,
www.bloomberg.com/newsfarticle ,’2016-01-19/these—are-the-
world-5-most-innovative-economies.

3 Knight Frank, “The Wealth Report”,

WW.kni_ghtfrank.com/wealthleport, pp35-41; Eitan Avriel,

“Standing for the Purpose of Rising”, The Marker Magazine, June 6

2016, www.themarker.comlmagazinel1.2967575; “World Ultra

‘Wealth Report 20147, Sponsored by UBS.

Subject to exceptions defined in the law.

5 Parts of this chapter are written in coordination with Professor
Oren Kaplan, clinical psychologist and economist, Dean of

=

14

Business School, College of Management Academic Studies,
published in February 2017.

6 Definition of “Eligible Customer” amended in March 2016.

7 This provision does not apply to capital gains from the saleof a
share in a real estate investment fund, and short-term (under 13
months) State of Israel bonds or treasury bonds.

8 This exemption does not apply to the capital gain if most of the
assets held were real estate rights or real estate association rights.

9 Dr Alon Kaplan, Trusts and Estate Planning in Israel (Juris
Publishing, February 2017).

10 Yoel Zussman, Introduction to 1st edition, in Arbitration Law and
Procedure (1973); smadar Ottolenghi, Arbitration Law and Procedure
(3rd edn, 1991).

March 2017 - www.globelawandbusiness.com




