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international TAX FACTSHEET
Australia has signed its first tax
Treaty with Israel, establishing a
range of measures that Australian
tax residents should be aware
of if they have any cross-border
interests in Israel.

•

Residency rules for individuals, corporations, and
trusts

tax authorities to resolve conflicts and inconsistencies
between the two countries’ tax systems, establish data

•

Dividend Payments

sharing, and resolve issues around tax residency.

•

Interest

•

Royalties

It has been a Treaty that has been a long time coming as
the two countries announced 2015 that it was underway

There are several core features that taxpayers need to

Australia and Israel have long had an established

to harmonise tax arrangements that open up the

be aware of, which we outline below.

economic relationship and as of March 2019, a new tax

opportunities in what is already a warm and engaged

Treaty is in place to be ratified by both countries.

relationship between the two countries.

The Treaty is intended to promote opportunity for

So, what does the Australia-Israel tax Treaty mean for

bilateral trade and investment according to Treasurer

Australian taxpayers?

Josh Frydenberg, however its chief purpose is to provide
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certainty for people working in either country, enable

some certainty to Australian individuals and companies

What is included in the tax Treaty?

with cross-border interests. While the Treaty aims to

Australian and Israeli investors with interests in either

eliminate double taxation on income and reduce the

country need to be aware of how the Treaty will impacts

opportunity for tax avoidance, it will also provide greater

on:
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Business and company structures
•

Understanding the impact of ‘permanent
establishment’ and how profits will be taxed on the
basis of ‘relevant business activity’ and how integrity
provisions will be applied.

•

Reduced withholding rates for dividends and
interest, which is particularly relevant to the tech
sector in terms of licence fees for software, patents,

and intellectual property (Israel is a major player in
the tech sector)
•

Reduced withholding tax rates for dividends

Individuals
•

double-taxation aspects of the Treaty and any

and interest (0%, 5%, and 15% depending on the
circumstances) to foster investment between Israel
and Australia
•

When the recipient of a dividend is a company, the

•

withholding rate will be limited to 5% provided that
the shareholding company holds at least 10% of
the rights in the company distributing the dividend;
otherwise the withholding rate will be limited to
15%
•

Reduced withholding tax for royalties, which may
be taxed in the source country up to 5% of the
gross royalty.

•

Australian investors in Israeli Real Estate
Investment Trusts will receive a substantial benefit
under the Treaty, in that the Israeli tax will be
limited to 15%, rather than 25% or even, in some
circumstances, up to 50% Israeli tax in the absence
of the Treaty benefit.

•

Pension funds and some government investors
with holdings of less than 10% of a company will be
exempt under the Treaty.

•

A 7-year time limit will generally apply for making
transfer pricing adjustments.

Residency status as a taxpayer is impacted by the

such exchanges that concern the taxes that are covered
by the Treaty.

investments, family assets, or foreign income will be

A framework will also be established regarding the

treated.

sharing of sensitive tax information between the two

The Treaty limits the withholding tax rate on

jurisdictions, with provisions that will aim to prevent

interest to 10%, and to 5% when the interest is paid

discrimination of taxpayers in either country.

to certain financial institutions and pension funds.
•

Australia-Israel Tax Treaty will provide a legal basis for

Australian investors in Israeli companies should

Speak to a specialist advisor

be aware of how the Treaty impacts dividends,

Cross-border taxation is a complex area of law and

as Australia does not impose withholding tax on

tax and while the Treaty is yet to be ratified, there are

fully franked dividends while Israel imposes a 30%

many facets that taxpayers should be proactive on

withholding tax in most cases.

understanding its potential impacts.

A note about trusts
One area isn’t entirely clear centres around how trusts
will be affected by the Treaty and for that reason, it is

Please contact the Bates Cosgrave International Tax
team on 02 9957 4033 for more information or to
arrange a review of your current situation.

highly recommended that both business and personal
investment interests that are managed within trust
structures seek professional guidance.

Enhanced data sharing

Last updated July 2019. This factsheet is provided for
information purposes only and is correct at the time of

The Government has established numerous treaties with

publishing. It should not be used in place of advice from

other tax jurisdictions that enhance data sharing and

your accountant. Please contact us on 02 9957 4033 to

exchange of information about tax payer interests. The

discuss your specific circumstances.
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About us
Our Expertise

Domestically
Bates Cosgrave advises domestic and
international businesses.
We provide highly personalised services
across a wide range of industries with in-depth
knowledge in real estate, renewable energy,
import and distribution, health professionals,
inbound and outbound investments, and
innovative/start-up businesses.

Internationally
Although we are a boutique firm based in
Sydney, we have access to a strong global
network and specialise in advising cross-border
transactions and global structuring.
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Matt joined Bates Cosgrave in April of 2007 as a

Glenn is passionate about business improvement

manager and was promoted to Director from 1

and works with our clients to get the fundamentals

July 2009. Matt has a reputation for his technical

of their business right, serving as a mentor

expertise and experience in specialist advice

through their business journey of establishment,

to professionals including medical doctors,

growth and exiting when the time is right. His

professional investors and family offices,

approach has helped many businesses evolve

multinational companies.

from start-up to commericalisation and ultimately

His diverse knowledge on International tax,
expatriates tax, employee share schemes,
business structuring including cross border issues,
CGT and GST is formidable.

setting up their business in the best possible
position for sale. He also specialises in taxefficient structuring. Glenn’s extensive experience
as a strategic advisor ensures his clients have a
clear focus for their personal and business goals,

His industry knowledge is broad and includes

including a roadmap for future success and

medical services, real estate, pharmaceuticals and

alignment of multidisciplinary advice to achieve

technology companies. As tax advisors, we must

best outcomes. Glenn is also a professional

think ahead and consider not just the current

adviser to engineers, valuers, project managers,

situation but the future.

accountants, lawyers and high net worth

Good advice reflects not simply value now, but
lasting value.

individuals, with a strong portfolio of clients in
import and distribution, professional advisory and
innovative businesses.
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contact us
Bates Cosgrave Chartered Accountants
Ground flour, 123 Walker Street

PO Box 497

P: +61 2 9957 4033

North Sydney NSW 2060

North Sydney NSW 2059

F: +61 2 9964 0610
E: enquiry@batescosgrave.com.au
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