LEGAL ASPECTS OF REAL
ESTATE DEVELOPMENT
IN ISAREAL

Y MANOACH




MIXED USE BUILDINGS - ISRAEL




PLOT Al (53) IN ITZHAK SADE DISTRICT

ORIGINAL BUILDING RIGHTS NEW DETAILED PLAN

* Permitted uses: high tech offices. * Dwellings: 20,000 sgm.
* Total area: | 1,250 sgm.  Commerce: 1,500 sqgm.
* Number of floors: 10 * School: 8,000 sgm.

* Number of floors: 40




MUNICIPAL BETTERMENT TAX

* Betterment:increase in land value, that derives from the approval of a new local plan.
* The rate of the tax: 50% from the betterment.

* Purpose of the tax:finance of public structures and developments, including takings and

conservation of monuments.

* Calculation of the betterment: value of the land immediately following the approval of a
new plan, minus the value of the land immediately following the approval of the new plan,

* The calculation should not take into account the values that results from the

expectations to the approval of the new plan.




EXAMPLE: CALCULATION OF BETTERMENT THAT
RESULTS FROM TWO CONSEQUTIVE PLANS

* Value on December 315t 2008: $1,000,000
* January |5t 2009: approval of new plan I.

* Value on Jnauary 2" 2009: $2,000,000
* Value on December 315t 2018: $3,000,000

* January 15t 2019: approval of new plan 2.

* Value on January 2" 2019: $4,000,000

* What is the taxable betterment?




COMPENSATION

¢ Compensation if paid for decrease in land value that derives from the approval of any

plan. (not only local plans).

* Compensation is paid by the local authority.

The rate of the compensation is 100% from the decrease in value.

Justification: corrective justice and economic efficiency.

Criticism: no similar protection over other investment assets.
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INDEMNIFICATION

* Entrepreneur of a new plan undertakes to indemnify the local authority for any third
party claims for compensation, for decrease of land value due to the approval of the new

plan.

* Is this mechanism legally valid? The supreme court decided that it is not. New law upheld

the indemnifications.

* Now — a prevailing practice.




TAKINGS - COMPULSORY PURCHASE

Takings by the government vs.Takings by the local authority.

Local authority takings requires a plan, designating a land for public use.

Wide definition of public uses.

Full compensation for state takings.

Near full compensation for local authority takings.

Durability of the proprietary right of the original owner.




LAND READJUSTMENT

Adjusting outdated property rights and land ownerships according to the current
planning needs.

Coordinating new subdivision among many owners, thus reducing transaction costs.

No need of owners approval.

The process is subject to distributive justice criteria.




FIVE AGRICULTURE PLOTS.
EACH |0 DUNAMS.




STEP ONE: ERASING THE ORIGINAL SUB DIVISION
THUS CREATING A NEW PLOT OF 50 DUNAMS.




STEP 2: NEVWV PLAN AND SUBDIVISION




STEP 3: NEW ALOCATION




AND WHAT IF CS PLOT IS DIFFERENT?
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DISTRIBUTIVE JUSTICE IN NEWV SUB DIVISION:




TRANSPORTATION
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LANDMARK PRESERVATION:
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PRESERVATION IS EXPENSIVE




TDR: MOSTLY TO
TOWERS




THE SITE PRIORTO
NEW DEVELOPMENT




ORIGINAL SUB
DIVISION | o
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1996: DETAILED PLAN

NO. 595A

Permitted uses: high tech offices.

Total area: I 1,250 sqm.

Number of floors: 10




NEWV SUB DIVISION
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PLAN NO. 595A —
BUILDINGS LAYOUT




2005: DETAILED PLAN
NO. 3319

No chance in the approved sub
division.

Permitted uses: high tech offices.

Right to convert up to 20% to

dewellings.
Total area: 15,700 sqm.

Number of floors: 20
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2013: DETAILED
PLAN NO. 3319/1

Prolonged execution period.
Higher buildings.

Adding hotel uses.
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2018: DETAILED PLAN

NO. 4555
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2014:SITE LAYOUT
PLAN 3319/2
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STEP I|:“COLLECTING”
THE CONVERSION
RIGHTS FROMALL 4
PLOTS

Requires set of agreements between

the owners of the four plots.
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STEP 2:TDR FROM
NEAR LANDMARKS

Requires agreements with the ' | A" s 7 |

owners of the landmarks.




MANAGEMENT
COMPANY WOULD
DEVELOP THE INNER
GARDEN







THE SCHOOL
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MULTI USE BUILDING




