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with local lawyers and KPMG have indicated that the most practical way forward

.1s for ICI PLC to subscribe for new shares at a large premium in ICI Israel...”

»The subscription for new equity immediately :>> Tax Issues N7y nNN PIN 1D
prior to the sale may not be an eligible tax cost for calculating the capital loss on

.(16/m 38 ) disposal, but no better solution is available”
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»It will be recorded in ICI Israel’s books as capital note and will have no effect on

the net liabilities as the expense on the compensation etc. will be reordered as well

.(anon5 1 o) and will produce a larger loss”
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LY HY NDN M NYIND NN ID .NYAIND YDVNIVIIND PNININ NN PNNN IOY NAON
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S\
»] spoke today with KPMG regards the following issues:

1. Payment from ICI PLC for the compensation etc. (the 1m $) — the best way
(and the cheapest one) is by issuing a capital note by ICI PLC to ICI Israel
without interest. It will be recorded in ICI Israel’s books as capital note and
will have no effect on the net liabilities as the expense of the compensation
etc. will be recorded as well and will produce a larger loss.

On the other hands ICI PLC will have a note in the debtors and can write it
off after the closure. This will cause a capital loss in your records which you
may use.

The other options for transfer this payment are: 1. A regular transfer which
will be recorded as an income in ICI Israel and therefor V.A.T will be add.
(=17%)

2. Transferring this amount to capital share will bare a stamp duty of 0.4% +
lawyer costs...” (2.11/1381) (X.2 —NPN2 PR MYXTIN)

A 7T KINND NN MY NWNIIN NIVN D TN INVPN TONN YN ITIPO N
'Y 495 My) MMIN NN YN NYIND MY DN X NYINDND PRINN NPDNIND NIIND
092N YD 7PN I IV 7PN NIYPN DY INTVN D PYN ITIPO NI (119D 29-31
31902 NYAINY INND NIINNDN DDIN NIIYN NN DIVIY TXD NINAN IR MIITNIND
MOYWNY Y12 NINY DIV NYWIDN NINDNA INYI XD NID 9 18 99990 119 .DYIIND

£21-23 v ,15-16 'V ,496 /1Y) DY9DIN NNPITD HY MNDMN

,TA9 Q0N .LAWND N WANY DIND ,NIAIDM 3T Y DNNMI 1TIPO NN YV It Iy
MY ITIPO NP DY NYHAI ¥ NPYN TWR 991IP ') HY NIMTY DY NAWHNN D) NN

VANV 19IND NYAIND TPONND NN DD NIIYNA MDD MNYN NMIIWIND
MIIY ,MMMINNNN OPP TNND MHNOPN Q01 DIV NYIINN XTI PMNY NYIND
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[26/nW-) 24/NY DMNIN) NYNINNN NMPIIND NPV NI NN VY 7D DYYN DV HYIND
;Y VPN MDYINN N DNMY 1N XY D PPN TMD DY MYV wHn ¥ 30 HY IUN
N2 NYPYN DY NODNA TPDNINN NHANN DY NNTNIN YA IUN DN 2PND YINN DO MAD

M

Y9 DYV HITPYNIN T2 : VNN Y NHYHOIPDIIP 7MY IWN 30.5.2000 DN ANINY IWNI

TIPO NN OPOIP TIYD 0N I DY 26.5.2000 DN H1ANIND dPWND TYN 1T 2NN
DIVNN DN VY NI NN TVYA VDY RPY IYYN NN TOND 99 1IN N3 ANON2 .(23/nVY)
YAVNY NYIND THIDIND NIAND T DY 1NAYPY DIMIDON 1290 NIYNINN NIANN DY

1713 2AN9NY NOODA PIN TV .DTNND NN 1INNDN NIV NYINNY DINDI1DDD

»The amount of stamp duty that will be saved by issuing a note rather than

contributing new equity is not large, therefore unless you are both totally satisfied

that the capital note meets our requirements, or if you can identify an additional

problem for ICI PLC over the subscription for new equity in ICI Israel, I would

prefer to be safe...by means of a subscription for new equity”. (23/nv a¥mN)

N2 = TPN2 IR MWXTIN)

NI YW 0N 1D PPOIDP TMIY NOVY 30.5.2000 DN NAIWNN ANIN NN D NIDN NN
QVYA VINIVN PAD WYNN 9NN 1ITIA 26.5.2000 DN G0N0 90 HW 12NN ¥PI DY Pand)
TNY DY 1IN YN .NYIINDN TIININRD NIIND IV MPIINDN NIVN IN PV XY DD
NN PN NR¥PNA NOION O2N ©N MYYA YT NIN D NI 30.5.2000 DYN >POIP
MPINN IXY XD PN PN T0Y DINN D NY 2NN PINHD ,TYNN .FIONIND NHaND
TP RYM XY PN I0YW 9D 21NNV INKRD TN ,NYIND PAD NIONIND NI2AND P2 HOONN
DIDN AN DT PIY 2D 1NN PINN OPOIIP T AT NXIINA NNDY DV TIvH —
¥ 11T 2NN PIN TIY .DODIND NI2IND NN ANND TI XY TN ,NYIIIN NIINN NIPNIN
NNV YD NN DIV YITN NYIIND NIINDY IV ,TORTI KD ¥ OX ,MIVIN NP
DO2NIND NI2ND NPNIN PNIDNA INTN PN I NIPN 0) IR — NNN VY DY NOONI
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»To sum up, the simpler route (and the more convenient route for the Purchaser) is

by way of investment in the equity and I assume that the capital note proposal was

made by the Purchaser with a view to saving the stamp duty. However, if the

Purchaser prefers to issue the capital note, so as to save the stamp duty, there does

not seem to be a particular reason for ICI PLC to object.

Mr. Schruder confirms that the equity investment route is perfectly acceptable to

him and clearly the simpler (though more expansive option).
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YT 5Y W dPOIIP TIY DY 13 12NN 2D PITND INMIY KD NN NRKPNL IN NN I0YWA
D»NDN 2NN :J9 DY N .NYNIND DSN INN DIND IN/ NIPIN D XY 09 Y
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nTax Issues

The subscription for new equity immediately prior to a sale may not be an eligible

tax cost for calculating the capital loss in disposal, but no better solution is
available.” (.X.2 —7PH2 X MWXTNN) (38/NV INN)
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