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Globes English - Kahlon cuts NIS 800m from purchase tax, customs duties

4
- N
I“IIIIII“ « 2
Wil & -
-
~

- “Illllllll
LU
:lll:

I
)
i

v
o
b
m
-
wi
-]
c
v
=
m
n
w
b2
=
m
z
-

Kahlon cuts NIS 800m from purchase tax,
customs duties
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The cuts affect electrical goods, electronics, lighting, textiles, personal care, toys, and video
games.

"l am glad to inform you about NIS 800 million being returned to the people in tax cuts,”
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12.12.2017 Globes English - Kahlon cuts NIS 800m from purchase tax, customs duties

Since the 1990s. We have surplus revenue resulting from very good activity in the economy,
and this money is being returned to the public.”

Kahlon said that a proposal to eliminate the customs duties exemption for Internet

purchases had been rejected, although he said that this exemption was harmful to small
and medium-sized businesses.

The cuts in customs duties and purchase tax are effective only for 2018, after which the
Minister of Finance will decide whether to extend them, subject to the level of tax revenues
and success in reducing the cost of living.

Kahlon convened a press conference in his office today attended by Deputy Minister of
Finance Yitzhak Cohen, Ministry of Finance director general Shai Babad, Israel Tax Authority
head Moshe Asher, Ministry of Finance Budget Department head Shaul Meridor, and
Ministry of Finance chief economist Yoel Naveh.

Kahlon began his press conference by saying, "l saw that the media was concerned about
whether the prime minister had been informed. The prime minister has been informed,
and we are acting in line with the government's policy of lowering prices, reducing customs
duties, cutting taxes - that is what we are doing. There is no deviation here; it is a direct
continuation of a clear policy. There is fiscal responsibility; there is no breach of the budget
framework and no recklessness. There is complete responsibility for the budget framework.
We are also looking at the coming generations with respect to both debt and economic
growth. It's not a matter of rejuvenation today and death tomorrow. The economy is strong,
but we are preparing it for less favorable times."

Kahlon added that the plan had been coordinated with Israel Chambers of Commerce
president Uriel Lynn, who is calling for the elimination of the customs duties exemption for
online purchases of products up to $75. Kahlon said that he had refused Lynn's request, but
admitted, "On the other hand, there are 500,000 small businesses that are being harmed by
it. because someone who buys online does not pay customs duties, while a small retailer
does pay. There were two alternatives. One was to cancel the $75 exemption, which we did
not want to do, because it helps young couples, consumers, and households. In order to

avoid harming small and medium-sized businesses, we decided to also cut their customs
duties to zero."

Kahlon also said that the plan was designed to benefit the middle class, which "over the
past 20 years has suffered under an economic burden and more and more government
spending cuts, taxes, and customs duties. We are changing the trend in our country, while
maintaining both the budget framework and fiscal responsibility on both the deficit and

spending.” I 1
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12.12.2017 Globes English - Kahlon cuts NIS 800m from purchase tax, customs duties

Kahlon listed all the tax and customs duties cuts he had made in the past two and a half
years, and took pride in having raised civilian spending by unprecedented numbers for
health, the National List of Reimbursed Drugs, education and welfare, soldiers on
compulsory service and reserve duty, the buyer fixed price plan, increasing salaries for the
police, and increasing allowances for the disabled and income supplements for senior
citizens, which will be completed soon. He summed up by saying, "In order to make
changes, you have to take courageous measure - otherwise, the situation is perpetuated.”

The cut in purchase tax and customs duties is over NIS 800 million, including NIS 365.5
million on electrical goods and lighting, NIS 400 million on textile products, NIS 36.2 million
on toys, and video and table games, and NIS 11 million on personal care products.

The products for which customs duties will be reduced from 12% to zero are heaters,
refrigerators, food processors, fruit and vegetable juicers, lights and light fittings. 15%
purchase tax will be eliminated on projectors, LCD and display screens, smart cards,
convertors, amplifiers, video machines, and microphones.

NIS 400 million revenue will be given up from customs duties on clothing and textile
products - customs duties will be cut from 6% to zero on all types of imported clothing. NIS
63 million revenue will be lost from the elimination of 12% customs duties on toys, games
of various types, and sports equipment. NIS 11 million revenue will be lost from the
elimination of customs duties on personal care products, including makeup, sunscreen
products, wet wipes, deodorant, and soap.

Professor Asher Blass, formerly chief economist and head of capital markets at the Bank of
Israel, responded to Kahlon's measures by saying, "Kahlon intends to cut customs duties
where this will not harm local production. Well, that's a mistaken approach, because tariff
barriers that protect inefficient local industry do more economic damage than tariff barriers
that do not protect any local production, since leaving them in place is harmful to the
correct allocation of sources in the economy. In general, the impression is that every few
weeks we get a new plan, instead of there being long-term planning to create an efficient
tax system that encourages investment and production in the economy.”

Published by Globes [online], Israel Business News - www.globes-online.com - on December 11,
2017

© Copyright of Globes Publisher ftonut (1983) Ltd. 2017
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Israel
Israel Abolishes Sales Tax, Customs Duty on Household Goods

— By Matthew Kalman
\-_ Israel's finance minister announced Dec. 11 the abolition of purchase tax and

import tariffs on a broad range of household items, reducing household
expenses and narrowing the gap with online purchases from abroad.

Taxes and tariffs on imports ranging from 6 percent to 20 percent were
canceled on purchases of many household

electronics, toys, domestic electrical appliances, cosmetics, clothing, ﬁnapshot
textiles and lighting products, potentially reducing the outgoings of

many Israeli households by hundreds of dollars a year. o Changes will reduce

The changes will save the public 800 million shekels ($227.2 million) a prlces,thelgtLetEillers
year and help small businesses compete against tax-free online ompets WL £
purchases, Finance Minister Moshe Kahlon said Dec. 11 at a news ERIIrEReS
conference.

s Biggest tax and tariff
The sweeping changes are Israel's largest tariff cancellation program in shake-up in 20 years
20 years, abolishing about a quarter of Israel's industrial tariffs,
according to the Finance Ministry.

Protests Against Living Costs

Israel's high cost of living and tangled import bureaucracy has been criticized by the OECD and
sparked a series of popular protests. In recent years, Israelis have taken to the streets and social
media to campaign against the price of housing, mobile phones, cottage cheese and “Milky” a

popular chocolate mousse and whipped cream dessert selling for a quarter of its Israeli price in
Berlin.

“The goal of these tariffs in the past was to protect local production, and when this goal was
completed, the tariffs remained as an additional economic burden on the local consumer,” Finance
Ministry director-general Shai Babad told the news conference. “Today we are here to correct this
historic distortion. The purpose of the plan is to continue and extend the finance minister's policy
to reduce the cost of living significantly and meaningfully for all households in Israel.”

Purchase Tax, Customs Duties

The Finance Ministry will ensure the cheaper prices reach consumers, it said in a statement. The
purchase tax and customs duties will be canceled by temporary order until the end of 2018.

“The cancellation of customs duties will take place after a process of public consultation, and the
cancellation of purchase tax will take effect with the publication of the order in the official gazette
within a few days,” the ministry said.

An OECD survey published in 2016 found that Israel's cost of living and incidence of poverty was
among the highest of all member countries, and its market regulation was the most restrictive. The

OECD urged Israel's government to “simplify import procedures and align them with those in force
in other developed countries.”

High prices in the local market have propelled Israel into a world power in online commerce despite
the country's tiny population of just 8.7 million. Israelis are in third place worldwide in the value of
goods they order from other countries, according to “The Real Price is the Price Abroad: Israel

Switches to Internet Shopping,” a presentation posted on June 4 by Elad Goldenberg, head of the
eBay Israel Business Unit.

“The minister of finance is directing an appropriate and focused plan to lower the cost of living and
reduce product prices,” said Uriel Lynn, president of the Federation of Israeli Chambers of
Commerce. “The import and retail industries will do everything necessary to ensure that the
reduction in these tariffs will be reflected in lower consumer prices,” Lynn said by email on Dec. 11.

“Erom the moment the order comes into force, we will roll out the full extent of the sales tax
reduction directly to the consumer when they buy televisions, screens, LCD monitors,



loudspeakers and projectors,” Yoram Badash, joint chief executive officer of Mahsanei Hashmal
Ltd., a large household electrical retail chain, said by email on Dec. 11,

Israeli retailers would like the government to go further by reducing value-added tax on clothing
and other items to help them compete with online shopping portals, where Israeli consumers can
purchase up to $75 of goods free of VAT and up to $500 worth of items free of customs duty.

To contact the reporter on this story: Matthew Kalman in Jerusalem at
correspondents@bloomberglaw.com

To contact the editor responsible for this story: Penny Sukhraj at psukhraj@bloombergtax.com

Contact us at http://www.bna.com/contact-us or call 1-800-372-1033
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Copyright Policy.
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