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"... The general point needs to be made that applying a new, more severe tax

system to existing investments will lead the industry to discount the future

stability of any terms that are applied. An industry at the early stage of

development of the Israeli industry should focus on building trust and

stability, which has considerable value to investors, and maximising future

income by encouraging more activity.

To summarise, our general recommendation on retroactive application of

fiscal terms is that we strongly advise against doing so. Retroactive
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application of the Petroleum Tax will deter investors and increase the

perceived of risk of future adverse retroactive changes which will take a very

long time to cancel out." °
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"[T]he prospects of large and speedy accumulation of wealth, and the social
and economic implications for the host state of the operation for the pricing
or tariff regimes for electricity and gas [...] the investor therefore faces an

increasing risk that the host state may exercise its sovereign powers to

modify the terms of the contract..."

DWIPYN DY DY DY PND NMN MIA1NN JND TN NOTHNY MOLYN KD NPNINDPI NINN
TN DNV DX1INA ,NPNOVID NN NNPIN NIDTL ,NNPYIIL DY AN PI) NIND OO
BIT - m (Friendship, Commerce and Navigation) FCN — n nax 10 WX (T 01D

TN NI 0) NN ;1N T8 HRIWY (Bilateral Investment Treaties)

DNIOT DY MY - NNIN DI DY - HNIYW HY MHVIN ,DMININI OPHN DXAVN HY I NNDNI

Fair and (1) : 705 yn) M52y 55w pa .01 DWPYN DY DIMPI YNAY NN

M0, 1N PO ,MOONN NP MPPWIA NMY N THN DX 2»NNN Equitable Treatment
Most Constant Protection and (2) ; 919N N2INN NY9N DY NIPNA WPYNN NN NPNTINI)
; (TPVAVN NN DX OOIN MNOIN M9N) NN NN WPWND PNIYND N1TNN NX 2NNN Security

179N NN INHNONA (Most Favorable Nation) MEN -1 995 03 1yn 1127 NnNa (3)
NN DINN DR DYPWARY MPIINT INPI MTYN NMIDTY 1NN WPWHN NMDT AN MNWND
NPTHN NNOON TN YY TNND IWAND XINY T2 9NTEI0N NWINI TPy NV ITY

JPDINDA MM PITNNY
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.Peter D. Cameron, International Energy Investment Law: The Pursuit of Stability 5 (2010)
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"Underlying all of these applications of the fair and equitable treatment are
the basic themes of stability of the law and, seen from the investor’s
perspective predictability of the requirements to be met and the rights to be
granted.[...] The issue acquires a totally different dimension for the long-term
investor who has sunk his money into a project and has calculated his
expected rate of return for a period of thirty years or more, especially when
the investment costs are high, the post-investment costs are low and the
return on the investment depends upon permits ... Such long-term foreign

investments ... are not infrequent in the energy sector ... The standard of fair

and equitable treatment will acquire its strongest significance in such long-

term projects

n 19
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Rudolf Dolzer, Fair and Equitable Treatment: A Key Standard in Investment Treaties, International Lawyer, 87, 104 19
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"There is no principle of the law of nations more firmly established than that
which entitles the property of strangers within the jurisdiction of another
country in friendship with their own to the protection of its sovereign by all

efforts in his power" %
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"Under the FCN Treaty, Israel undertook to limit its exercise of sovereign
powers with respect to foreign investments made by U.S. nationals. In
particular, the FCN Treaty limits Israel’s ability to retroactively
increase royalty rates and/or taxes, or to reduce tax benefits,
applicable to existing oil and natural gas rights and interests (such as

those granted by existing licenses and leases) held by U.S. nationals".
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4 JB Moore, A Digest of International Law 5 (1906)
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"Based on the authority of the Israeli Minister of Finance under Article 16a of
the Israeli Income Tax Ordnance (New Version) - 1961, EMG, an Egyptian
resident company, shall be exempt from taxes in Israel for its income from
sale and transportation of natural gas from Egypt to Israel and its delivery at

the delivery station in Ashkelon.

EMG will not be required to open file with the Israeli Income Tax Authorities,

nor will it be required to file yearly income tax reports in Israel...

This exemption shall remain in force for the entire period of the contract

between EMG and IEC (15 years plus an option for an additional 5 years)...".
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