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Client Update: Compensation Framework for “Operation Roaring Lion”

We wish to inform you that on March 19, 2026, a governmental bill memorandum
was published aimed at establishing a compensation mechanism for businesses
that suffered economic damages as a result of Operation “Roaring Lion” that
commenced on February 28, 2026, leading to the declaration of a nationwide
special home front emergency situation.

Below is a summary of the key elements of the proposed framework:
1. Nature of the Assistance and Eligibility

The draft bill proposes compensation tracks similar to those implemented during
Operation “Am Ke-Lavi” (i.e., the previous round of hostilities with Iran in 2025)
that will provide compensation for indirect damages (loss or prevention of profit)
applicable to businesses across the entire country. The compensationisintended
for businesses with an annualturnover ranging from NIS 12,000 to NIS 400 million
that experienced a decrease of more than 25% in their turnover during the
eligibility period compared to the baseline period, provided that the decline was
caused by indirect damage related to the operation.

It should be noted that a 25% decline in turnover is required, regardless of whether
the business reports to the tax authority on a monthly or bi-monthly basis.

Additional eligibility conditions for submitting a compensation claim include
the submission of periodic VAT reports for March-April 2026 and proper
bookkeeping for the year 2026.

Who is not eligible for compensation?
The following entities are not eligible for compensation:

The State; budgeted public bodies; health corporations; health funds (HMOs);
public institutions that do not qualify as an “eligible public institution”;
statutory corporations; financial institutions; businesses engaged in
agriculture; entities whose business activity consists of selling rights in real
estate as business inventory; entities for which more than 50% of their work
consists of long-term projects (lasting more than one year); as well as
businesses that were closed, not operating, or reported zero turnover during
the four months preceding the operation. In addition, Businesses with an
annual turnover below NIS 12,000 or above NIS 400 million are not eligible for
compensation under this framework.




2. Baseline Period and Eligibility Period

As applied in previous compensation frameworks (during “Swords of Iron” and
“Am Ke-Lavi”), this proposal also distinguishes between reporting methods and
the business’s location for determining the relevant periods used to calculate
compensation.

Eligibility Period (the period during which the damage occurred):

e Businesses reporting on an accrual basis: March-April 2026.
e Businesses reporting on a cash basis and execution contractors: May-
June 2026.

Baseline Period:

e Businesses nationwide: The corresponding period in 2025 (March-April
2025)

o Businesses located in areas affected between March and June 2025 (in
the Northern regions): The corresponding period in 2023, based on the
assumption that 2025 did not reflect normal business activity in these
regions due to evacuations following the Swords of Iron war.

e New businesses (opened after the above baseline periods): Specific
calculation mechanisms apply, based on the average turnover from the
date the business opened until February 2026.

3. “GrantTrack”-Track for Businesses with an Annual Turnover Between NIS
12,000 and NIS 300,000

For businesses whose annualturnoverin the baseline year ranged between
NIS 12,000 and NIS 300,000, the proposal establishes a fixed-amount
grant mechanism. Below is the table of final compensation amounts (in
NIS) corresponding to the percentage decrease in turnover:

Annual Turnover Base 25%-40% | 40%-60% | 60%-80% | 80% and
(NIS) Amount | Decrease | Decrease | Decrease | above
12,000-50,000 1,833 1,833 1,833 1,833 1,833
50,000-90,000 3,300 3,300 3,300 3,300 3,300
90,000-120,000 4,400 4,400 4,400 4,400 4,400
120,000-150,000 | 2,776 2,776 4,164 6,662 8,328
150,000-200,000 | 3,273 3,273 4,909 7,855 9,819
200,000-250,000 | 4,190 4,190 6,285 10,056 12,570
250,000-300,000 | 4,897 4,897 7,345 11,752 14,691




For an exempt dealer (i.e., a business whose annual turnover does not exceed NIS
120,000), it is proposed to determine a fixed compensation amount without
applying a multiplication coefficient.

4. “Eligible Expenses Track”

For businesses with an annual turnover between NIS 300,000 and NIS 400 million,
it is proposed that compensation be calculated based on the following
components:

a. Wage-expense participation — Compensation equal to 75% of wage
expenses paid to “eligible employees” (employees who were neither
terminated nor placed on unpaid leave, and who were not charged
vacation days during the eligibility period). This amount is then multiplied
by 1.25 (to cover additional employer costs).

b. Participation in Fixed Expenses - A calculation based on a
“fixed-expenses coefficient” (ranging from 7% to 22%, depending on the
business sector and the percentage decrease in turnover), multiplied by
the business’s average input expenses in the previous year.

5. Additional Compensation Tracks

Compensation for Direct Damage to the Business Premises -

For businesses that suffered physical damage to their property rendering it
unusable for an extended period (at least until June 30, 2026), an expanded
compensation track is proposed. This track may extend until October 2026 and
includes compensation for loss of taxable income.

As part of this mechanism, it is proposed to grant additional compensation equal
to the business’s average taxable income in the baseline year (annual taxable
income divided by 6), provided that the amount does not exceed NIS 30,000 per
payment period (it is proposed to establish three such periods), multiplied by the
percentage of the decline in the business’s turnover.

Compensation for Individuals for Loss of Rental Income -

It is proposed that apartment owners (who are not classified as businesses)
whose property sustained physical damage rendering them unusable for a period
of at least one month will be entitled to compensation equal to the last rent
payment received, throughout the period in which the apartment cannot be used
(the rehabilitation period).



6. Procedural Highlights
a. A claim must be submitted online to the Tax Authority within 90 days
from the end of the eligibility period.
b. The Tax Authority is obligated to pay an advance of 60% of the estimated
compensation amount within 21 days of the submission of the claim,
provided that no final decision has been issued by that date.

Please note that this update is based on the draft bill circulated by the Ministry of
Finance and does not represent the final version of the framework, as changes
may be introduced throughout the legislative process.

We will continue to update you on any developments on this matter.

We are available for any questions or consultations. Wishing for calmer days
and good news.

Sincerely,
The Indirect Tax and Compensation Fund Team

Herzog Fox & Neeman This client update does not constitute legal advice and
should not be relied upon without obtaining appropriate legal counsel.



