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Abstract

In 2016, the Workers' Rights in Bankruptcy or Corporate Liquidation branch received
673 new employers' bankruptcy files, which included claims of both workers and
provident funds — an increase of 7.7% in comparison with 2015. Over the year,
9,341 workers' claims were approved. Of the new claims approved, 46.6% belonged
to services sectors, 24.9% to the commercial sector and 13.7% to the manufacture
and industry. A total amount of NIS 308.5 million was paid to workers and provident
funds. ILS 22.8 million was collected from liquidators, constituting 10.9% of the
amount of priority debts' for that year.

The data on the handling of 4,173 files of employers in receivership/bankruptcy in
the years 2007-2016 show that the total original debt was NIS 2,294 million, out of
which 43.3% was calculated as a priority debt. Over the course of those years, a
total of NIS 125 million, or 12.5% of the priority debt for that period was collected
from the liquidators.

In addition to paying wages and compensation to workers, the National Insurance
Institute collects insurance contribution debts from employers in the framework of
this branch, by means of its Legal Office. In 2016, 1,003 new employers began a
receivership or bankruptcy proceeding, and at the end of the year, there were
16,463 employers in receivership and bankruptcy.

The cumulative debt in insurance contributions reached NIS 2,188 million in 2016,
and the National Insurance Institute succeeded in reducing this debt by about 1.9%.
The remaining debt at the end of the year stood at NIS 2,222 million.

Out of the 16,463 employers in the process of receivership or bankruptcy at the end
of 2016, the files of 15,407 (94%) were inactive; that is, all the procedures to collect
the debts were exhausted in these cases. The debt balance of these inactive files
was NIS 1,818.5 million, or about 81.8% of the total debt of the employers in the
process of receivership or bankruptcy at the time. 389 employers had a debt balance
of over a million NIS per employer, constituting 43.5% of the total debt. Data on the
handling of 4,557 cases of employers in receivership/bankruptcy in 2007-2016 shows
that the total original debt in insurance contributions was NIS 488.8 million, and the
balance of debt settled in court constituted 77.8% of the total amount of debt
(priority and regular debts). Over the years, NIS 14.9 million has been collected from
these employers, or 3.1% of the priority debt for that period. NIS 2.1 million was
collected in 2016 alone.

! Priority debts are debts that are given priority over other debts, but only for regular creditors and not
for those of insured entitled to all their money in a bankruptcy/liquidation process. Under present
legislation, there are four types of priority debts (in this order): a) work wages, b) debts incurred
from deduction of income tax at source, c) other debts, such as alimony and rent, d) municipal taxes.
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