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Foreword

At Grant Thornton The Netherlands, passion is the common denominator. Passion to
conduct business activities and enthusiasm to add real value, drawing from our
expertise, commitment, team strength and excellent service. We are accessible and
personal, but always involve the necessary distance to guarantee professional objectivity.
An accounting and advisory firm established in The Netherlands’ Randstad conurbation
and well rooted as part of a renowned international organisation, Grant Thornton is the
distinct professional with extensive national and international knowledge and
experience.
1.1

An instinct for growth

We believe we can make a difference to our clients by giving more meaningful, actionable advice
than our competitors - and so help dynamic organisations unlock their potential for growth.
Clients are asking us to give more based on our experience of working with dynamic
organisations. We recognise the importance of using both reason and instinct to help make the
right business decisions. We want to work with dynamic organisations, solving the most
interesting challenges and helping to unlock their potential for growth.
1.2

Guide ‘Doing business in The Netherlands’

This guide has been prepared for the assistance of those interested in doing business in
The Netherlands. It does not cover the subject exhaustively but is intended to answer some of
the important, broad questions that may arise. When specific problems occur in practice, it will
often be necessary to refer to the laws and regulations of The Netherlands and to obtain
appropriate accounting and legal advice. Rules, laws and regulations are constantly in
development. This guide contains only brief notes and includes legislation in force as of
October 31, 2012.
1.3

Grant Thornton International

Grant Thornton International is one of the world's leading organisations of independently
owned and managed accounting and consulting firms providing assurance, tax and specialist
advice to independent businesses and their owners. The strength of each local firm is reflected
in the quality of the international organisation. All Grant Thornton International member firms
share a commitment to providing the same high quality service to their clients wherever they
choose to do business. If you require any further information, please do not hesitate to contact
your nearest Grant Thornton member firm.
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Grant Thornton International is not a worldwide partnership. Member firms of the international
organisation are independently owned and operated. Services are delivered nationally by the
member and practising correspondent firms of Grant Thornton International, a network of
independent firms throughout the world. Grant Thornton International is a non-international
umbrella organization and does not deliver services in its own name.
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2

Grant Thornton in
The Netherlands

Grant Thornton the Netherlands is a medium sized accounting and consulting firm. We
offer a full range of services for medium-sized and small privately held businesses as
well as specialist services for larger nationally and internationally active enterprises.
With ten branches in the cities of mainly the western part of the Netherlands, Grant Thornton
the Netherlands has a network of financial, legal and fiscal professionals as well as various
specialists available. Our offices are located in Alphen aan den Rijn, Amsterdam, Boskoop,
Enschede, Gouda, Leiden, Rijswijk, Rotterdam Utrecht and Woerden.
As a member firm of Grant Thornton International we are able to combine the knowledge and
experience of our local marketplace with technologies, methodologies and specialist resources of
a professional services organisation at the forefront of the global accounting profession.
Merger with consulting firm ConQuaestor

As of 1 July 2013, consulting firm ConQuaestor has joined the Grant Thornton global network
as part of Grant Thornton The Netherlands. ConQuaestor is an independent consulting firm
for the CFO. Over 400 consultants and interim managers solve problems on the agendas of
financial managers and financial directors. By merging, Grant Thornton and ConQuaestor have
proactively anticipated changes in the market where client issues are likely to become broader
and more complex.

6

3

Country Profile

There is no better way to access Europe than through its gateway- the Netherlands: a
strategic location thanks to highly developed transportation and IT infrastructure,
efficient customs authorities, and logistics professionals. The Netherlands will definitely
help expedite your company's success. When it comes to logistics, the Netherlands is
international renowned as 'the Gateway to Europe'. Whether you are a Fortune 500
giant or a small private company seeking a foothold in Europe, trade history and
independent studies confirm that the Netherlands is the best location in Europe to
access the continent's markets.
The Netherlands offers to your business:
 strategic geographical position to service markets within the European Union (EU), Eastern
Europe, the Middle East and Africa;
 pro-business outlook that is engrained in the Dutch culture, along with a stable political
environment;
 superior logistics and technology infrastructure;
 highly educated, multilingual and flexible workforce;
 favourable fiscal climate;
 enviable 'quality of life' attributes.
3.1

Geography and population

Situated between the North Sea, Belgium and Germany, the Netherlands is roughly 300 km
(+/- 190 miles) from north to south, and about 200 km (+/- 120 miles) from east to west. The
capital city is Amsterdam, while the government is located in The Hague. Amsterdam is also the
largest city, with a population of approximately 750,000. Total population of the Netherlands is
+/- 16.5 million.
Thanks to the location of North and South Holland on the estuaries of two major European
rivers, the Rijn and the Maas (and the North Sea) these two provinces are still very important
for the economy. With Rotterdam being Europe’s largest seaport, and Amsterdam Schiphol one
of the Europe’s largest airports, the Netherlands is an important gateway between Europe and
the rest of the world.
The Netherlands is known for its tolerance and over the centuries has welcomed many
foreigners which have become part of Dutch society. The country can best be characterized as
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secular with Christian roots. The current population is a mixture of Catholics (31%), Protestants
(21%), Muslims (5%) and other religions. The largest group, however, is not religious (> 40%).
3.2

Political and legal system

The Netherlands is a constitutional monarchy with a parliamentary system. It forms part of the
Kingdom of the Netherlands. This consists of the Netherlands itself and islands in the
Caribbean Sea. Dutch politics and governance are characterised by an effort to achieve broad
consensus on important issues, within both the political community and society as a whole.
The monarch is the head of state, at present Queen Beatrix. Constitutionally, the position is
equipped with limited powers. The Binnenhof in The Hague is the centre of Dutch politics.
Here, the executive power is formed by the council of ministers, the deliberative council of the
Dutch cabinet. The cabinet consists usually of thirteen to 16 ministers and a varying number of
state secretaries. The head of government, the Prime Minister of the Netherlands, is often the
leader of the largest party of the coalition.
3.3

Language

Dutch is the native language of more than 22 million people in the Netherlands, Belgium and
overseas. More than 90% of the Dutch population speaks English. Other foreign languages
which are spoken are German and French.
3.4

Business hours/time zone

Normal business hours are generally from 8:30 a.m. tot 5:30 p.m., Monday to Friday, with lunch
break from noon to 1:00 p.m. Some private enterprises are open on Saturdays. Banks are
generally open for client transactions from 9:00 a.m. to 5:00 p.m.
In the Netherlands standard time is +1 GMT. Like in other countries, standard time is set
forward for one hour during the summer (so-called daylight saving time).
3.5

Public holidays

The Netherlands observes the following public holidays:
2014

2015

2016

New Year’s Day

January 1

January 1

January 1

Easter

April 21 & 22

April 5 & 6

March 27 & 28

Kingsday

April 26

April 27

April 27

Liberation Day*

May 5

May 5

May 5

Ascension Day

May 29

May 14

May 5

Pentecost

June 8 & 9

May 24 & 25

May 15 & 16

Christmas

December 25 and 26

December 25 and 26

December 25 and 26

* Once in the five years offices are closed.
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3.6

Economy

The Netherlands offers an attractive fiscal climate, which has made the country a prime location
for multinationals to establish their European holding or conduit companies.
The Netherlands' economy is noted for stable industrial relations, moderate unemployment and
inflation, a sizable current account surplus, and an important role as a European transportation
hub.
Besides business services (bank/insurance companies et cetera) industrial activity is
predominantly, food processing, chemicals, petroleum refining, and electrical machinery. A
highly mechanized agricultural sector employs only 2% of the labour force, but provides large
surpluses for the food-processing industry and for exports.
The Netherlands, along with 11 of its EU partners, began circulating the euro currency on 1
January 2002. The country has been one of the leading European nations for attracting foreign
direct investment and is one of the four largest investors in the United States (US).
3.7

Economic growth

Macro economic
indicators (CPB)

2013

2012

2011

2010

GDP growth (p.a.)

-1.0%

-1.2%

0.9%

1.5%

Inflation (p.a.)

2.5%

2.5%

2.38%

1.93%

Unemployment

6.75%

5.3%

4.4%

6.5%

3.8

Living standards

Western expatriates are also attracted to the Netherlands because of the high standard of living,
excellent infrastructure and stable economy. The Netherlands also has one of the most extensive
and generous social welfare systems in Europe. The crime rate is low compared with many other
western countries. According to the Economist Intelligence Unit (EIU), the Netherlands is not
expensive to live in compared with other countries worldwide.
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4.1

Regulatory
environment

Restrictions on foreign ownership

In principle, there are no restrictions for foreign individuals to be(come) owners of Dutch
companies in the Netherlands or for foreigners (individuals or companies) to start a business in
the Netherlands. However, there may be certain (additional) registration requirements for
foreign individuals and companies.
4.2

Government approvals and registration

A foreign investor may choose to set up its own branch office or subsidiary in the Netherlands,
but it could also choose to involve local agents or distributors to sell its products or services.
In most cases a diploma and/or permit to start a new business in the Netherlands is not
necessary. However, entrepreneurs may have to consider a number of local government
regulations and permits (such as visa and environmental permits) when starting a company.
Financial enterprises – such as investment or credit institutions, insurers, banks, financial service
providers and certain other non-bank financial institutions – require a license based on the
Dutch Act on Financial Supervision (Wet op het Financieel Toezicht or Wft). The Authority for
the Financial Markets (Autoriteit Financiële Markten or AFM) is supervisor of the financial
markets and grants licenses.
Commercial transactions are generally governed by contract. In principle, contracting parties are
free to agree to the terms they wish, but there are statutory restrictions relating to good faith,
consumer protection and price controls (see 4.5).
In certain cases, it is necessary to register a product before bringing it onto the Dutch market
(for example, medicinal products for human and veterinary use, chemicals, biocides, plant
protection products, genetically modified food and feeding products and novel foods). Specific
attention must be paid to product liability rules. In general, a manufacturer, agent or distributor
may be liable if a defective product causes loss or damage to third parties.
Insurance coverage is recommended and sometimes necessary when operating a business in the
Netherlands.
For an import/export business, there are certain regulations that apply (see 4.4 Import and
export controls).
4.2.1

Compulsory registration of labour suppliers

All employers who deploy staff in the Netherlands against payment and under supervision and
management at a recipient party must register this fact in the Trade Register of the Chamber of
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Commerce. The registration obligation applies to all companies that supply staff. This includes
not only companies whose main activity is supplying staff, such as employment agencies, but
also companies for which supplying staff is an additional activity or where this activity stems
from other commercial activities. The main reason for the registration obligation is to make
companies that supply labour ‘visible’ to supervisory authorities, in order to make controlling
fraud and abuse easier. Suppliers who are not (correctly) registered risk high fines.
4.3

Competition rules/consumer protection

The Netherlands Authority for Consumers and Markets (ACM) is the competition watchdog in
the Netherlands. The ACM’s enforcement powers are found in the Competition Act
(Mededingingswet). The Competition Act prohibits companies from restricting competition by
entering into agreements with competitors (prohibition on cartels). In addition, companies with
a dominant position are prohibited from abusing this position, for example, by imposing unfair
conditions on buyers or by excluding competitors. Dominant positions arise as a result of
mergers or acquisitions. The ACM assesses merger proposals to avoid the emergence of
concentrations obstructing the proper functioning of markets (merger control).
4.3.1

Prohibition on cartels

A cartel is an agreement between undertakings or associations of undertakings that restrains
competition on all or part of the Dutch market. Concerted practices of this nature are also
considered to be a cartel. An 'undertaking' here refers not just to a company, but also to a nonprofit organisation or other private-sector organisation. Cartels are prohibited generally.
4.3.2

Exemptions

Under the Dutch Competition Act, there are certain exemptions from this prohibition.
4.3.3

Individual exemptions

Individual exemptions are treated differently. Agreements restraining competition may be
eligible for an individual exemption if they meet the criteria of the Dutch Competition Act. In
this situation, a party is required to assess itself whether the relevant criteria for the exemption
are met.
4.3.4

Fines for running a cartel

The ACM may impose a fine of up to 10% of the turnover in the previous calendar year on an
undertaking engaged in cartel practices. It may also impose a fine of up to € 450,000 on
individuals liable for having given instructions or exercised de facto leadership in relation to a
cartel.
4.3.5

Abuse of dominant position

An undertaking that is so powerful that it has little need to take other market players into
account (e.g. competitors, suppliers, buyers and end users) is a threat to an open and free market
if it abuses its dominant position.
4.3.6

Merger control

Under the Competition Act, mergers and acquisitions are assessed by the ACM beforehand to
make sure they are not in violation of competition law rules. This does not apply to
concentrations already subject to regulation by the European Commission. There are three types
of concentrations: mergers, acquisitions and full-function joint ventures.
Merger control only applies when large companies are involved (i.e. the joint annual worldwide
turnover of the undertakings involved amounts to more than € 113,450,000 and at least two of
them each have an annual turnover in the Netherlands of at least € 30 million). Other specific
thresholds apply to undertakings in specific sectors (e.g. financial and credit, insurance and
healthcare).
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The ACM must be notified of these concentrations. The transaction cannot proceed unless
ACM clearance is received. The waiting period is at least four weeks. It takes at least an
additional thirteen weeks if a licence is required.
4.3.7

Consumer Protection

Under Dutch law, there are consumer protection laws relating to product safety and liability for
defective products. The following European regulations on product safety and liability for
defective products have been implemented into Dutch law:
 Council Directive of 25 July 1985 on the approximation of the laws, regulations and
administrative provisions of the Member States concerning liability for defective products
(85/374/EEC)
 Directive 2001/95/EC of the European Parliament and of the Council of 3 December 2001
on general product safety
 Directive 1999/44/EC of the European Parliament and of the Council of 25 May 1999 on
certain aspects of the sale of consumer goods and associated guarantees
4.4
4.4.1

Import and export control
Custom duties - import

When importing goods, you have to deal with customs formalities, regulations and taxes.
Import goods from EU member states are known as 'Intra-Community acquisition of goods'.
There are no longer fiscal borders within the EU except for excise goods such as tobacco,
alcoholic products, mineral oils, sugar and sugar-based products. Products which come from
any of the EU member states can be transported within the EU without any customs
formalities. This means that you only have to deal with the Inland Revenue.
Goods imported from non-EU countries into the EU are subject to various customs processes
(Title III, 1992 Customs Code).
VAT and import duties have to be paid on all goods, which are imported into the Netherlands,
which stem from the so-called 'third countries'. Excise duties are also payable on products such
as tobacco, alcoholic products, mineral oils, sugar and sugar-based products.
4.4.2

Export and export control

Moving Community goods from the Netherlands to another EU member state is not considered
to be exporting them. Under the Community Customs Code, an exporter must file an export
declaration to export Community goods to a country outside the EU.
4.5

Price controls

Only a few price controls are in effect in the Netherlands. Sectors that are subject to price
controls in accordance with EU legislation include the markets for energy (both gas and
electricity), water, certain segments of the postal market, the electronic communications markets
and the railway transport sector. Prices are also regulated in the healthcare sector and in the
public-housing sector. In addition, prices in the retail market for books in the Dutch language
are subject to controls.
4.6

Use of land

The use of land is closely regulated and it is generally necessary to obtain planning permission
from the local government for real estate development.
4.6.1

Zoning plan (Bestemmingsplan)

Every entrepreneur has to consider the zoning plan relating to a building or piece of land. No
matter where a business is started - in a home, in rented premises or a building in which a
similar sort of company existed - the zoning plan always has to be taken into account. Every
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local government in the Netherlands sets out in the zoning plan the functions it allows for a
building or a piece of land.
 Renting business space: when renting business space, it is necessary to ask permission to run
a business there from the landlord.
 Building in which a business already existed: If a similar sort of business existed in the
building, check whether the zoning plan is still valid.
 Building permit: In case of building new premises or extend existing ones, a building permit
will probably be needed.
4.6.2

Environmental Considerations

The Dutch government has an environmental protection policy. To reduce the correlation
between pollution and economic growth, environment policy has been integrated into the
policies for agriculture, transport and energy. The environmental policy of the Netherlands
currently addresses numerous themes, including climate change, contaminated land and waste
disposal.
Important legislation is pointed out in the General Provisions on Environmental and Planning
Law Act (Wet algemene bepalingen omgevingsrecht or WABO). This wide-ranging legislation
includes everything from permits and other environmental decision-making to zoning,
construction and demolition. WABO integrates about 25 different permits, notifications, and
exemptions into a single permit. There will be a single integrated permit, a single integrated
digital application process and a single authority to issue the permit.
4.7

Government incentives

Limited, targeted investment incentives have long been a tool in Dutch economic policy to
facilitate economic restructuring and to promote energy conservation, regional development,
environmental protection, research & development and sustainable development. Investment
incentives are funded by both the Dutch government and the European Union. At a national
level, subsidies are also available in the form of tax credits. Non-tax incentives include direct
grants, low-interest loans, public guarantees, local government participation and guarantees for
exports to selected areas. Specific subsidies are granted to small and medium-sized businesses.
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5

Finance

The Netherlands’ financial system provides easy access to financing. Financial firms
have an international reach and offer a variety of services. Three conglomerates account
for about 75% of lending. There are few formal barriers to foreign banks, but foreign
participation in retail banking is minimal because of intense competition and market
saturation. The government guarantees loans for small to medium-size enterprises that
lack sufficient collateral. Well-developed capital markets partner with other international
exchanges. In October 2008, responding to the global financial turmoil, the government
nationalized the Dutch parts of ABN Amro and Fortis Bank Netherlands. It also made
capital injections into other large financial institutions.
5.1

Banking system

The Dutch financial services industry has a long and distinguished history and has introduced
many banking innovations to the world. Since the late 1980s, the sector has undergone a
revolution. A common strategic desire to expand and to gain more financial strength, combined
with deregulation of the financial market, prompted several bank mergers and the formation of
financial conglomerates of banks and insurance groups. As a result, the number of dominant
participants in the market has diminished to a handful, each providing the full range of financial
services.
As in the rest of Europe the credit crunch/financial crisis has its impact since 2008 on the
Dutch Capital markets, resulting in significant lower excess to capital.
5.2

Capital markets

The Netherlands has the oldest stock exchange in the world, the Amsterdam Stock Exchange
(ASE); founded in the early 17th century, it is now one of the largest stock exchanges in
operation. On 1 January 1997, the Amsterdam Exchanges (AEX) were formed by the merger of
the Amsterdam Stock Exchange (ASE) and the city's European Options Exchange (EDE). The
issuance of new securities on the exchange is supervised by the Netherlands Bank (DNB), acting
in cooperation with the commercial banks and stockbrokers.
The comparatively large share of foreign security listings and capital supply gives the ASE an
international importance disproportionate to its size. Its strong international orientation is also
reflected in the fact that its share of Europe’s total market capitalization far outweighs the
relative importance of the Dutch economy. The multinational nature of the major Dutch
companies, which has led to their shares being quoted on a number of international stock
markets, means that stock price levels on the ASE are heavily influenced by developments
elsewhere. The three largest companies, Royal Dutch Shell, Unilever, and ING account for
around 50% of total stock market capitalization.
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5.3

Other sources of finance

The Dutch law gives a lot possibilities of alternative sources of finance in various ways. Dutch
law specifies conditions under which the loans are to be considered as equity. The conditions
such as dependence on the profit of the creditor, loan subordination to all creditors and the
loan’s no ending date or end term of more than 50 years, together with Dutch rules governing
the group financing regime, deemed interests and participation exemption explained later, gives
enormous possibilities for the outbound and inbound hybrid financing in the Netherlands.
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6

6.1

Business Entities

Structure of business organisations

Dutch regulations encourage inward investment and start-ups, ease transition, stimulate
commerce and show no bias against firms of which the home base is outside the Netherlands.
On the contrary, the Dutch are proactively sensitive to the special needs of foreign firms and
expatriate workers.
The Netherlands is a civil law country. The main sources for company law are the Civil Code
(Burgerlijk Wetboek or BW) and the Commercial Code (Wetboek van Koophandel or WvK).
The Netherlands is a member of the European Union. The EU Council Directives on company
law have a strong impact on company law and have been implemented in Dutch law.
Setting up a business in the Netherlands is quite straightforward. Under Dutch law, a foreign
individual or company may operate in the Netherlands through an incorporated or
unincorporated entity or a branch. All individuals engaged in commercial business and all legal
entities have to register their business with the Trade Registry (Handelsregister) at the local
Chamber of Commerce (Kamer van Koophandel). Dutch trust offices provide a number of
facilities offering all-in start-up services: office space, conference rooms and multilingual
administrative and secretarial services.
Dutch law recognizes the existence of foreign legal entities. Any foreign individual, partnership
or company (resident or non-resident) may do business in the Netherlands without having to
adopt a Dutch legal form.
6.2

Business entities

Types of the
most common
business entities
in The
Netherlands:

NV
(Naamloze
Vennootschap)
is a Public Limited
Company.

BV
(Besloten
Vennootschap met
beperkte
aansprakelijkheid)
is a Private Limited
Company.

Cooperative
(Coöperatie, Coop)
VOF
is an association
(Vennootschap
with a separate
Onder Firma)
legal personality.
is a general
partnership

CV
(Commanditaire
Vennootschap)
is a limited
partnership.
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6.3

Limited liability companies / Corporations

Dutch law distinguishes two types of limited liability companies: the public limited liability
company or corporation (Naamloze Vennootschap or NV) and the private limited liability
company (Besloten Vennootschap or BV). Both legal entities have a capital divided into shares
which are held by the shareholders.
The law governing a NV compares to the law governing a BV. However, there are some
distinctive differences between these two entities. The main differences are:
1 BVs (as opposed to NVs) cannot issue share certificates evidencing the shares and cannot
issue bearer shares;
2

The transfer of shares in BVs (as opposed to NVs) can be subject to the blocking
provisions as set forth in the Articles of Association, which may contain prior approval of
the general meeting of shareholders or another corporate body as designated under the
company’s Articles of Association, or a right of first offer to the other shareholders. BV’s
are free to restrict the transfer of shares by a blocking clause under the articles of
association or not. The shares of a NV are in principle freely transferable;

3

BVs do not have any minimum capital requirements, while NVs must have a minimum
issued and paid-in capital of € 45,000. A Dutch subsidiary may be established and owned by
one or more shareholders, who may either be individuals or legal entities, regardless of their
nationalities. BVs are generally the preferred vehicle for a foreign company in establishing a
wholly-owned Dutch subsidiary.

4

The NV is ruled by a capital protection system, while the creditors of a BV are protected by
a directors liability system.

5

A BV can create shares without voting rights and shares without the right to receive profit
or with only a limited right to dividend.

The issuance and transfer of registered shares, or the transfer of a restricted right to the shares
(for instance, a pledge) is effectuated pursuant to the execution of a notarial deed before a
Dutch civil-law notary. This obligation does not apply to NVs, which shares or share certificates
are in bearer form or are officially listed in a regulated stock exchange.
As per 1 October 2012 a bill is entered into force, that results in simpler and more flexible rules
for a BV (‘Flex BV Bill’). The most notable change will be the elimination of the requirement
for minimum paid-up capital, which will result in easier incorporation, and the elimination of
mandatory transfer restrictions.
6.3.1

Establishing a Limited Liability Company or Corporation

The incorporation of a BV or NV needs to take place through the execution of a deed of
incorporation before a Dutch public notary.
6.3.2

Capital stock and shareholders

BVs do not have capital requirements, while NVs must have a minimum issued and paid-in
capital of € 45,000.
The shareholders are in principle not personally liable for acts performed in the name or on
behalf of the BV or NV.
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The general meeting of shareholders may determine a possible profit distribution. This
resolution can only be carried out if the management grants permission. The management may
only refuse approval if it knows or anticipates in reason that the BV cannot continue paying
claimable debts after the distribution. If it appears afterwards that the management wrongly
granted its approval, the managing directors will be liable for the deficit that has been caused by
the distribution, increased by the statutory interest from the day of distribution. The shareholder
who knew or should have known that the BV could get into difficulties after the distribution
may also be held liable. This shareholder must then make up the deficit, to at most the amount
of the distribution received by him, increased by the statutory interest from the day of
distribution.
6.3.3

Management and officers

A Dutch board of directors is called a ‘management board’ (Raad van Bestuur) and its members
‘managing or statutory directors’ (bestuurders). The board has the authority to represent the BV
and it manages the day-to-day business of the BV. In principle, each director has the power to
represent the company, but the articles may provide that all or some directors must do this
jointly. Further, the articles may provide that certain acts taken by the board require approval
(e.g. of the shareholders or the supervisory board).
The board may be liable to the BV for mismanagement. A specific board member may be liable
for failure to carry out duties specifically assigned to him or her. However, at the annual meeting
the shareholders usually discharge the managing directors from liability for their management
over the past year. In the event of a BVs bankruptcy, the managing directors are jointly and
severally liable for the deficit if the bankruptcy was caused by negligence or improper
management in the preceding three years. Individual members can exculpate themselves from
this liability by proving that the bankruptcy had nothing to do with their management.
Some companies in the Netherlands voluntarily opt to have two boards (two tier system). In
addition to the management board, there is a ‘supervisory board’ (Raad van Commissarissen)
consisting of a number of ‘supervisory directors’ (Commissarissen). The supervisory board’s
main concern is to protect the interests of the BV and the stakeholders. Its main task is to
supervise and advise the management board.
In 2011 the Bill on Management and Supervision has been adopted in parliament, which, inter
alia, creates a statutory basis for a one-tier board system. In the one-tier board system, there is a
single board consisting of both executive directors and non-executive directors. The role of the
non-executive directors is similar to that of supervisory directors, but the statutory rules are not
identical. The Bill entered into force (for both the BV and NV) in 2013.
6.3.4

Large NVs and BVs: special requirements

Having a supervisory board is mandatory for BVs or NVs that exceed a certain size threshold. A
company is considered a ‘large NV or BV’, and thus subject to the ‘large company regime’
(structuurregime), if:
1 the company’s issued share capital, reserves and the retained earnings according to the
balance sheet amount to at least € 16 million;
2

the company, or any other company in which it has a controlling interest, has a legal
obligation to install a works council;

3

the company, alone or together with a company (or companies) in which it has a controlling
interest, normally has at least 100 employees in the Netherlands.

Unless an exemption applies, such a company is required to install a supervisory board which is
given specific powers, which are not granted to the supervisory board of a relatively ‘small’ BV.
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6.3.5

Filing requirements

The statutory management of an NV or BV should prepare the financial statements within a
period of five months. This period can be extended for a maximum of an additional six months,
with approval from the shareholders and when special circumstances are applicable. There is no
legal obligation to inform the Chamber of Commerce about the decision for extension taken by
the shareholders. The statements should be adopted by the general meeting of shareholders
within two months of their compilation. Finally, the company must file a copy of its financial
statements and the auditor’s report with the Trade Register of the Chamber of Commerce
within eight days of their adoption or approval by the general meeting of shareholders in the
Dutch, French, German or English language. The relevant law explicitly cites a 13-month
deadline (and not 13 months plus 8 days) after year-end close.
The rules concerning format of the financial statements and the director s report, together with
the publication of these items, differ depending on the size of the company.
See further details under 8 Financial Reporting and Audit.
6.3.6

Mergers and acquisitions

Dutch law specifies 3 types of merger:
 A stock merger/transfer of shares:
A merger in which the shareholders of the target company can exchange their shares for
those of the acquiring company or sell them to the acquiring company. The transfer of title to
registered shares is made by a deed of transfer executed before a Dutch civil-law notary.
 A business merger / transfer of assets:
A merger in which an enterprise is sold to the acquiring company against either cash or shares
in the acquiring company. Such a transfer is subject to compliance with all of the rules
relating to the conveyance of property.
 A statutory/legal merger:
A merger in which shareholders generally exchange their shares in the target company for
those of the other (acquiring) company (or a new company). In such a situation the target
company will then disappear. Many variations of this basic form of statutory/ legal merger
may appear such as a merger between a parent and a subsidiary, or a triangular merger under
which the consideration shares may be issued by a member of the acquiring company’s
group. Also cross-border merger may be possible under certain circumstances.
6.3.7

Dissolution

A Dutch company (BV or NV) is liquidated in the event of one of the following:
 a resolution to that effect by the general meeting of shareholders;
 an event that automatically, pursuant to the articles of association, results in the company’s
liquidation (other than a resolution or act whose object is the company’s liquidation);
 an order to that effect by the Chamber of Commerce; or
 an order to that effect by the court (made in certain circumstances set out in statute).
6.4

Establishing sole proprietorships

This is an unincorporated business with one owner. Consequently, no partnership agreement is
needed. The owner has unlimited liability for all debts, and there is no difference between the
owner’s private and business debts.
6.5

Establishing foreign company branches

The organization of a branch of a foreign company in the Netherlands does not require prior
government approval. The foreign head office should register and file certain documents and
data with the Trade Register of the Chamber of Commerce.
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6.6
6.6.1

Partnerships
General partnerships - Vennootschap onder Firma (VOF)

This partnership is based on an agreement between two or more partners, which can be either
individuals or legal entities. The partners operate under a common name. A partnership can
contract in its own name, and can sue and be sued. However, it cannot hold property in its own
name. Property is held by the partners jointly or by one or more of the partners for the account
of the partnership.
The partners are jointly and severally responsible and liable to third parties for partnership
debts. The general partnership has capital that is separate from the private capital of the
partners, to the extent that creditors of the partnership have precedence over creditors of the
partner as an individual.
6.6.2

Private partnership – Maatschap

Professionals such as architects, accountants, consultants and lawyers most frequently use this
partnership. The first most notable difference between a private and a general partnership is that
a private partnership can only be used for practicing a profession, whereas a general partnership
is used for operating a business.
The second main difference is that the partners of a private partnership are, in principle, not
severally liable, but are jointly liable in equal shares.
6.6.3

Limited partnerships – Commanditaire Vennootschap ( CV)

This partnership is similar to a general partnership, but has one or more limited partners whose
liability is limited to the amount of their capital contribution. These limited partners are not
permitted to participate actively in the management of the partnership (to avoid unlimited
liability).
6.6.4

Partnerships limited by shares

A partnership limited by shares does not exist as such under Dutch law.
6.6.5

Establishing a partnership

A partnership can be established by an agreement between the partners. The partnership has to
be registered at the Trade Register.
6.7

Subsidiaries

The most important legal difference between a branch and a subsidiary is the difference in
exposure to liability. A subsidiary has limited liability, as a result of which a shareholder in
principle is liable only to the extent of its capital contribution. A branch is not a separate legal
entity, so the ‘foreign’ company of which the branch forms a part is fully liable for all the
obligations of the latter. Both types of operations may carry out manufacturing, warehousing
and rendering of services. Holding, finance and licensing operations, on the other hand, are
better conducted by a subsidiary, since it is able to benefit from tax treaties. The circumstances
and relevant factors must be considered each time before a final decision is made.
6.8

Branch or permanent establishment

The organization of a branch of a foreign company in the Netherlands does not require prior
government approval. The foreign head office should file certain documents and data with the
Trade Register of the Chamber of Commerce (see also par 9.2 for publication requirements).
6.9

Joint Ventures

Joint venture is not a statutory concept in Dutch law, but it does exist in the Netherlands.
A joint venture is a form of partial cooperation between two or more enterprises, this
cooperation taking effect as a separate self-supporting enterprise and the enterprises involved

20

contributing to the know-how of the enterprises and participating in the capital of the
enterprise. The joint venture can have the form of an NV, a BV or a partnership. Or it can have
no form at all and be simply a contractual arrangement. The BV or NV is the most commonly
legal type of company used for a joint venture in the Netherlands.
Prior to setting up a joint venture (in whatever form), the joint venture partners will often enter
into a joint venture agreement or a shareholders’ agreement in which they agree, among other
things, on the contribution of each of the partners, the profit distributions and the management
of the joint venture.
6.10

Trusts

The common-law ‘trust’ is unknown in Dutch law. The Netherlands is, however, party to the
Hague Convention on the Law Applicable to Trusts and on Their Recognition and as such
recognizes trusts governed by foreign law, even with respect to assets situated in the
Netherlands. However, if a trust is connected solely to the Netherlands in every way except for
the domicile of the trustee and the governing law of the trust, the court may refuse to recognize
the trust. The Hague Trusts Convention also provides for rules that prevent a trust from being
used in non-trust countries to circumvent mandatory rules in the field of succession law,
securities law and suchlike.
In the Netherlands a ‘trust company’ is known as a company providing corporate secretary
services, such as the administration and management of a company that conducts business in
the Netherlands, for payment. In certain instances the trust company is director of and provides
domiciliation to the company for which it provides the services.
6.11 Other entities commonly used by foreign investors
6.11.1 Exempt Investment Institution

Exempt Investment Institution (Vrijgestelde Beleggingsinstelling or VBI) is a NV, BV, fund or a
joint account that is not transparent and applies for VBI status. VBI is exempt from corporate
income tax. Certain criteria must be met in order to apply for VBI status:
 it must be an investment institution as defined in law;
 its objective and operations must be passive investment;
 it invests solely in certain groups of financial instruments;
 it must have a open-ended character.
6.11.2 Fiscal Investment Institution

Fiscal Investment Institution (Fiscale Beleggingsinstelling or FBI) might be a NV, fund or a
joint account that is not transparent. VBI required at least 2 shareholders. FBI is subject to
Dutch corporate income tax, at a rate of 0% what gives FBI tax treaty protection. The scope of
activities that FBI may perform is broader then of VBI. The main disadvantage of the FBI is a
requirement of distribution of 100% of its net current income within 8 months from fiscal yearend.
6.12 Other entities
6.12.1 Cooperative (coöperatie)

The cooperative is a special type of association. A cooperative is established by notarial deed,
and, as a separate legal entity, can own assets, contract in its own name, sue and be sued. At the
time of incorporation the cooperative must have at least two members. These members can be
legal entities or natural persons. After incorporation a cooperative can have only one member.
The articles of association may exclude or limit any liability of the members or former members
of the cooperative. The cooperative has no minimum capital requirements. The profits may be
distributed to its members. The cooperative is increasingly used as holding and financing
company.
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6.12.2 Societas Europaea (SE)

It is also possible incorporating an European company or Societas Europaea (SE), which has a
legal personality and is in many respects comparable to a Dutch NV or BV. There are four ways
of incorporating an SE:
1 through a legal merger between two companies based in different EU Member States;
2

through incorporation of an SE as a holding company for two companies based in two
different EU Member States or with subsidiaries in two different EU Member States;

3

through incorporation of an SE as a subsidiary of:
a. two companies based in two different EU Member States or
b. an SE;

4

through a change of corporation form from an eligible company (e.g. an NV) to an SE.

Although there are rules restricting the way an SE may be incorporated, anyone can become a
shareholder.
An SE can transfer its registered office from one EU Member State to another. In addition, a
group that has companies throughout the EU can now create a uniform management structure
by forming an SE, since SEs can opt for a one- or two-tier board system. Another relevant
practical aspect is that the formation of SEs makes international legal mergers possible between
companies incorporated under the laws of EU Member States.
6.12.3 Foundation

A foundation (Stichting) is a legal entity created by a notarial deed, which has no members and
which is created for the purpose of realizing the objects stated in its articles of association; the
purpose must be either social, charitative or cultural. A foundation is often used for the issuance
of depository receipts of shares in a BV or NV.
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7

Labour

Netherlands’ employment law differs markedly from most foreign legal systems. The
position of employees is better protected than in many other countries. There are
imperative rules for example with respect to holidays and holiday allowance, salary
payment during illness and termination of an employment agreement (including the
rules of severance payment).
7.1

Wages

In general, parties are free to decide on the amount of the salary. However, this remuneration is
subject to the minimum, as set forth in the Minimum Wages and the Minimum Holiday
Allowance Act, equal treatment laws and any applicable CAO’s (Collective Labour Agreements).
7.2

Social security

All residents of the Netherlands are insured under national insurance schemes covering old age
(AOW), death (Anw), certain extraordinary medical expenses (AWBZ), health benefits (Zvw)
and child benefits (AKW). The premiums are not deductible for tax purposes. In addition,
employees are insured against disability (WIA) and unemployment (WW). Employee and/or
employers both pay contributions.
7.3

Pensions

In the Netherlands the pension entitlement made to employees is part of the terms and
conditions of employment. An employer is not obliged to offer a pension scheme to its
employees. However, if a pension agreement is made, the Dutch Pensions Act (Pensioenwet)
requires the employer to execute the pension promise externally through a legally independent
pension fund or by taking out an insurance policy with an insurance company.
Participation in an industry-wide pension fund is mandatory in several sectors and industries.
This means that all employers who are active in such a sector are required by law to register their
employees with, and pay pension contribution to, that industry-wide pension fund. If a
mandatory industry-wide pension scheme applies, an employer may apply for an exemption, but
an exemption is generally granted only if the employer offers its employees a pension scheme on
financial and actuarial terms similar to the industry-wide pension fund or enters into an
agreement with the unions with a comparable outcome.
7.4
7.4.1

Fringe benefits
Holiday pay

On top of their salary employees are entitled to a holiday allowance is 8% of the regular salary.
The statutory minimum of holidays is 4 times the normal working days/hours a week: for a full
time employee, the statutory minimum, therefore, is 20 holidays (4 x a week holiday). For a part
time employee, working 20 hours a week (f.e.), the statutory minimum, is 4 x 20 hours holiday.
Normally employees in the Netherlands have a paid holiday leave of 24 or 25 working days.
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7.4.2

Sick pay

In the event of long-term illness, an employer is required by law to pay the sick employee at
least 70% of the agreed remuneration for as long as the employee is ill but only for a maximum
of two years.
If the amount of this benefit is higher than a statutory cap, the benefit may be reduced to this
statutory cap. During the first year of illness, if this amount is lower than the statutory minimum
wage, the benefit is increased to the statutory minimum wage. In a CAO it may be agreed that
an employee is to receive a higher amount (i.e. 71-100% of salary) during this period of illness.
7.4.3

Profit sharing (bonus)

A profit sharing agreement is a voluntary agreement between employer and employee.
7.4.4

Healthcare

The Netherlands has a public-private health care insurance system in which everyone has
national health insurance coverage, but this is provided through a private health care insurer
(zorgverzekeraar) of their own choice.
A number of insurance companies offer a variety of packages at different rates. An insurance
company is required to offer a basic package, but the insurance company offers more extended
packages with optional extras for those who wish to pay for it. Every resident is free to choose
their insurance company and the level of coverage.
7.5
7.5.5

Employment protection legislation
Termination of employment contracts

Employees are strongly protected in the Dutch employment law system. With respect to the
termination of contracts of employment that Netherlands employment law differs markedly
from most foreign legal systems. Ordinarily, an employer wishing to dismiss an employee is
required to:
 apply to the local Employment Office (UWV WERKbedrijf) for permission to give notice to
terminate; or
 apply to the court for dissolution of the employment agreement on ‘serious grounds’.
In the case of termination by the court, the court may award the employee compensation in the
amount considered reasonable in the circumstances. It is not rare at all for an employee to be
awarded compensation calculated according to a formula based on the remuneration, age of the
employee and years of service.
7.5.6

Term of employment contracts

Contracts of employment may be entered into for a definite or indefinite period. A contract for
a definite period in principle terminates by operation of law upon the expiry of that period. The
duration of a contract of employment for a definite period is thus fixed in advance. The
duration of a contract for an indefinite period, on the other hand, is not. Consequently, it does
not terminate by operation of law but upon notice.
The extended short-term contract will not end automatically and a permit of dismissal of the
Employment Office (UWV) will be needed in order to terminate the contract and the applicable
period’s notice has to be taken into account, in case one of the two following situations occurs:
1 in case the short-term contracts are each time extended within a period of three months, at
the moment parties enter into the fourth short-term contract;
2

at the moment the total length of the chain of extended short-term contracts exceeds 36
months.
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7.5.7

Bill on Work & Security

The Dutch government submitted a legislative proposal called the Work & Security Act to the
Dutch Lower House on 29 November 2013. The proposal details plans to restructure the law
governing flexible employment (planned implementation date 1 July 2015), dismissal (1 July
2015) and unemployment benefits (1 July 2016). The bill will be discussed in Parliament during
the first half year of 2014. The following rules are planned to enter into force as per 1 July 2015:
Provisions on successive fixed-term employment contracts

A limit will be set on the possibilities to conclude successive temporary contracts with an
employee. If temporary employment contracts succeed each other, the last contract will be
converted by law into a contract for an indefinite period if: a) that contract is the fourth one in
succession, or, b) the temporary contracts have lasted a total of more than two years (currently
three years). If there is a period of more than six months in between the contracts (currently
three months) the temporary contracts will not be successive to each other according to this
provision.
Duty to disclose whether a temporary contract will be extended or not

When a temporary contract or successive temporary contracts of six months or more comes to
an end, the employer will have to inform the employee in writing, at least one month before the
contract ends, as to whether or not it will extend the employment contract, as well as the
conditions under which the contract will be renewed. If the employer fails to meet this
obligation, it will be required to pay one month's salary to the employee.
Non-competition clause

It will no longer be permissible to include a non-competition clause in a temporary contract
unless the employer explains, in writing, the considerable business interests that make such a
clause necessary. A non-competition clause in a temporary contract without stating reasons is
null and void.
Trial period clause

Temporary contracts lasting six months or less may no longer include a trial period.
7.6

Collective labour agreements - Unions

Collective bargaining agreements play an important role in the Netherlands. They are called
‘collective labour agreements’ (collectieve arbeidsovereenkomst or CAO).
The government may declare a CAO to be wholly or partially binding nation-wide for two years
or less. In this event, the CAO acquires the status of a law and all employers in the industry,
sector or trade covered by the CAO are, in principle, obliged to govern their affairs in
accordance with the CAO. The parties concerned cannot depart from the CAO to the detriment
of the employee.
The right of association and assembly is protected by the Dutch constitution. Unions are legal
and recognised by the government. The dismissal of an employee on the ground of participation
in a union, the exercise of union rights or the carrying out of union activities is prohibited.
Unions play a significant role although not to the extent seen in some other countries. Another
aspect of the Dutch private sector is that many employers have grouped together into
employers’ associations. Collective bargaining is standard practice in most industries. There are
about a thousand CAO’s in effect.
7.7

Dutch Works Council Act

The Dutch Works Council Act requires any company with 50 or more employees to institute a
Works Council. The Act affords employees the right, via the works council, to have a say in a
whole range of decisions affecting the company. A works council is a representative body
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elected by the employees of the enterprise from among their midst. The Act obliges the
company (that is the Management Board of the company) to consult regularly with the council.
The Management Board may not take certain decisions before the council’s advice has been
obtained, while others require its prior approval.
7.8

Immigration obligations for foreign nationals

Non EU employees are required to obtain residence/work permit to live and work legally in the
Netherlands. Croatian nationals are also required to obtain a work permit.
7.8.1

Highly Skilled Migrant: Salary threshold 2014

Non EU-nationals are allowed to work in the Netherlands, provided they (their employer) have
been granted a residence/work-permit; the conditions are very strict and the application
procedure can take a number of weeks/months.
Non-EU Employees (and Croatians) may also obtain their legal status in the Netherlands on the
basis of a simplified and fast procedure, the so-called ‘knowledge-migrant procedure’
(Kennismigrantenregeling) if the employer is registered as Knowledge Migrant Employer with
the Immigration and Naturalisation Service (‘IND’).
The salary levels are adjusted semi-annually.
The salary thresholds for highly skilled migrants (knowledge migrants) as of 1 January 2014 are
published. The following gross annual salary must be earned to be eligible for a permit:
Highly skilled migrant younger than 30:

EUR 38,465.28

Highly skilled migrant aged 30 or over:

EUR 52,462.08

Graduated in the Netherlands:

EUR 27,565.92

EU Blue Card:

EUR 61,469.28

As of 1 January 2014 the salary threshold must be met every month in stead of over a full year.
An additional condition is that the salary that the foreigner will receive, must be transferred to a
bank account in his name.
The following gross monthly salary, exclusive 8% holiday allowance, must be earned as of 1
January 2014:
Highly skilled migrant younger than 30:

EUR 2,968

Highly skilled migrant aged 30 or over:

EUR 4,048

Graduated in the Netherlands:

EUR 2,127

EU Blue Card:

EUR 4,743
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8

8.1

Financial reporting
and audit

Domestic corporations

Companies are classified into three categories:
 small: total assets < € 4.4 million; net turnover < € 8.8 million; employees < 50;
 medium sized: total assets < € 17.5 million; net turnover < € 35 million; employees < 250;
 large: total assets > € 17.5 million; net turnover > € 35 million; employees > 250.
The minimum reporting, auditing and publication requirements depend on the size of the
company. A company will be reclassified when it meets two of the three criteria of another
category for two consecutive years.
Small companies do not need to publish a profit and loss account and other information.
Medium-sized companies should publish a condensed profit and loss account. Small, mediumsized and group companies are subject to less detailed reporting, auditing and publication
requirements when their accounts are included in the consolidated accounts of another
company.
8.1.1

Filing/publication requirements

The annual report of a NV (public limited liability company) and BV (private limited liability
company) consists of the balance sheet, the profit and loss account, explanatory notes and if
applicable the consolidated annual accounts. The board of managing directors prepares the
annual accounts each year within five months after the end of the financial year of the company.
The annual accounts must all be signed by all managing directors and supervisory directors. The
annual accounts are submitted to the shareholders’ meeting or general meeting for adoption and
the adoption must take place within two months after the preparation of the annual accounts.
NVs and BVs that are categorized as ‘medium sized and large’ must also submit their annual
accounts to the company’s Work Council. The adopted annual accounts must be filed within
eight days in the Trade Register of the Chamber of Commerce, by the board of managing
directors.
The board of directors of medium sized and large companies should compose the director’s
report. The report should give a true and fair view of the state of affairs as stated in the balance
sheet and about the business during the previous year. The director’s report includes
information on expected future business, some investments, financial, personnel, the
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development of different turnovers and the profitability, and research and development
activities.
The Dutch Corporate Governance Code (Code Tabaksblat) applies for NVs that are officially
listed in the Netherlands or abroad. These companies must provide a chapter in their annual
report about their corporate governance structure and their compliance with the Code. They
should produce an explanation in de annual report when the company fails to comply with the
principles or is not intended to comply. The Dutch Authority for the Financial Markets (AFM)
will check whether the company has included such a chapter and whether the information in the
chapter is consistent with other information in the annual report.
8.1.2

Accounting standards

Many annual reports are prepared in accordance with Dutch GAAP. The annual report must be
prepared in accordance with generally-accepted accounting principles and shall provide a true
and fair view, so that it is possible to judge about the assets, liabilities and results of the
company, and about the solvency and liquidity of the company.
It is also justified to prepare the annual accounts of a group with an international structure in
accordance with generally accepted accounting principles in one of the member states of the
European Communities. The Netherlands has also accepted the Internal Financial Reporting
Standards (IFRS) of the IASB. All companies who are not listed, can also choose to prepare
their annual accounts in accordance with IFRS. However, as from 1 January 2005 all companies
listed on the European Stock Exchange have to report in accordance with IFRS.
8.1.3

Audit requirements

Medium-sized and large companies are required to have their annual accounts audited. The
external auditor must examine whether the annual report provides the required legal disclosures
and whether the annual report, the director’s report, and other information comply with the
statutory requirements. There is also a check whether the director’s report does not conflict with
the annual accounts. The auditor must be a certified Dutch accountant or a foreign auditor
licensed to practise in the Netherlands, and is appointed by the shareholders.
8.2

Branches of foreign companies

Foreign companies that want to set up an establishment in the Netherlands, can set up the
existing foreign legal entity (subsidiary or branch) without the need to convert it into a Dutch
legal entity (the ‘incorporation system’). However, the problem can be that they are required to
deal with both international and Dutch law. All foreign companies with establishments in the
Netherlands must be registered with the Chamber of Commerce.
A foreign EU-company with a permanent establishment in the Netherlands is obliged to file the
yearly accounts at the Dutch Trade Register. The accounts of the foreign EU-company have to
be filed in the same reporting format as it has to be published in the country of her registered
office in the English, German or French language. The accounts have to be filed and published
in the Netherlands at the latest within 13 months following the end of the financial year. Please
note that the negligence of the filing of the accounts can cause a personal liability of the
members of the management board for the deficit in case of bankruptcy.

28

9

Tax

The tax system in any given country forms an important criterion and reason for
companies, when they want to find a country to incorporate. The Dutch government
views that the tax system may under no circumstances form a barrier for companies
wishing to incorporate in the Netherlands. The ‘Advance Tax Rulings’ make it possible
to obtain advance certainty regarding the fiscal qualification of international corporate
structures. In addition, the Netherlands also signed tax treaties in order to avoid double
taxation.
A couple of benefits of the Dutch tax system:
 the Netherlands does not charge tax at source on interest and royalties;
 the use of participation exemption: all the profits that the Dutch parent company receives
from foreign subsidiaries are exempted from tax in the Netherlands provided that the
conditions for application of the participation exemption are met;
 the 30% Rule: employees with specific knowledge/expertise, whom are hired or assigned
from abroad to the Netherlands, may qualify for an attractive tax-free compensation in the
form of the 30% Ruling (see section 9.5.4).

9.1

Companies

Corporate income tax is levied according to the provisions of the Corporate Income Tax Law of
1969 (Wet op de vennootschapsbelasting 1969, Vpb). The Netherlands corporate income tax
(CIT) is a classical system, which means that corporate profits are fully taxed and distributions
from the taxed profits are again fully taxed in the hands of the shareholders. Profit distributions
are not deductible from taxable income of the distributing company. In the case of qualifying
distributions to corporate shareholders, however, double taxation is eliminated through the
participation exemption.
Distributions of profit are subject to dividend withholding tax (dividendbelasting), which is
creditable for resident shareholders against their individual or corporate income tax liability, as
the case may be. The CIT levied on the distributing company is not creditable for the
shareholders.
9.1.1

Liability to tax

If a company is unable to pay certain of its taxes or social premiums it must notify the tax
authorities in writing of its inability to pay within 14 days after the due date. In the absence of
such notification, or if the inability to pay is caused by apparent negligence of the management
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board, the managing directors are jointly and severally liable for the relevant taxes and social
premiums. Individual managing directors have the right to exculpate themselves, but in practice
exculpation will only be possible under exceptional circumstances.
Corporate income tax is charged to legal entities from who the capital is partially or fully
distributed in shares. Examples of such legal entities are the NV and BV. Besides, there is the
European company (Societas Europaea) or SE.
Whether a company is based in the Netherlands for tax purposes, depends on factual
circumstances. The relevant criteria are: the base of the actual management, the location of the
head office and the place where the annual general meeting of shareholders is held. Entities set
up under Dutch law are deemed to be established in the Netherlands. Companies situated in the
Netherlands are taxed based on the companies’ local revenues. Entities that are not established
in the Netherlands and receive income from the Netherlands, are foreign taxpayers.
9.1.2

Tax rates

The corporate income tax rates for 2014 are the following:
 profit up to and including € 200.000: 20%;
 profit more than € 200.000: 25%.
9.1.3

Tax base (differences between book and taxable profits)

Corporate income tax is charged over the taxable profits of the company in any given year less
the deductible losses. All expenses incurred in the ordinary course of business are taxdeductible. Certain costs however are not deductible, including: costs relating to criminal
activities, fines and penalties. Besides, regular profit distributions (dividends), corporate income
tax and certain profit-sharing payments are not deductible as well.
The company’s profits must be determined based on commercial practise and on account of a
consistent operational pattern. This means that unrealized profits do not need to be taken into
consideration. On the other hand, losses must be taken into account as soon as they are
foreseeable. The system of valuation, depreciation and reservation that is used must be fiscally
acceptable and must be applied consistently after approval. The tax authorities will not accept
random movements of assets and liabilities.
In principle all business expenses (ordinary course) are subject to deduction with respect to the
determination of corporate profits. There are however a number of restrictions of the
qualification of business expenses:











valuation in progress and orders in progress;
limited depreciation on buildings;
arbitrary depreciation;
participation exemption;
innovation box (patent box);
thin capitalisation rule (abolished as per 1 January 2013);
additional limitation on interest deduction;
Arm’s Length Principle;
investment deductions;
tax declarations.
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Valuation in progress and orders in progress

The profit resulting from work in progress or orders in progress may no longer be postponed.
The constant part of overheads must be capitalised and a cumulative profit must be taken.
Limited depreciation on buildings

There are some restrictions with respect to the depreciation of business buildings, which means
that the taxpayer is entitled to depreciate the building until the book value has reached the socalled base value. The base value is determined with reference to the so called WOZ value. The
WOZ value of your property is the estimated market value of the property at the reference date.
The municipality of where the property is located will base the value of the property on inter
alia, location, capacity- and surface data. The value of a building is determined, to the greatest
extent possible, on the basis of its value in the economic environment. The base value for
owner-occupied buildings is 50% of the WOZ value. The base value for buildings used as
investments is 100% of the WOZ value.
Arbitrary depreciation

No more than 20% per year of acquisition or production costs may be depreciated on operating
assets (other than buildings and goodwill). The minimum depreciation period is therefore 5
years. Under certain conditions goodwill can be depreciated by a maximum of 10% per year.
On 1 July 2013 the arbitrary depreciation decree (2001) was amended by State Secretary of
Finance Weekers for certain investments made in the second half of 2013. The rule has been
amended with hopes stimulating business investment and economic development. Although it is
named arbitrary depreciation the decree is in fact a case of accelerated depreciation.
Arbitrary depreciation is applicable and only applicable to new business assets purchased in the
second half of 2013. Furthermore, the purchased assets must be put to use before 1 January
2016. The rule makes it possible to do a one-time depreciation of up to a maximum of 50% of
the purchase and production costs in 2013.
To apply the rule you first have to deduce the depreciable amount. The depreciable amount is
the purchase price less the residual value. 50% of the depreciable amount may then be deducted
from income as depreciation costs. The remaining amount of the depreciable amount may be
depreciated time-proportionately over the asset’s remaining useful life. The arbitrary
(accelerated) depreciation is only possible in 2013, and may not be used in any following years.
Operating assets that are excepted from arbitrary depreciation are: buildings, land, road and
hydraulic engineering works, animals, intangible fixed assets (such as software), mopeds,
motorbikes and cars. Besides, operating assets which primarily are used by third parties are also
excluded.
Participation exemption

Participation exemption or substantial holding exemption is one of the main advantages of the
Dutch corporate income tax system. The scheme was introduced to prevent double taxation:
profit distribution between group companies is exempted from tax. A participation means that a
company (the parent company) is the owner of at least 5% of the nominal paid-up capital of a
company that is based either in the Netherlands or abroad (the subsidiary).
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Under the participation exemption, all benefits derived from the participation are exempted.
The benefits include: dividends, and capital gains by the sale of shares. If the value of the
participation decreases, devaluation by the parent company is in principle not permitted. Losses
arising on liquidation of a participation can be deducted under certain conditions. Participation
exemption does not apply if the parent company or subsidiary is an investment institution. In
this case it is only possible to ask for a ‘reduced tax investment participation’. An intent test is
used to determine whether the participation exemption is applicable or whether the participation
is held as an investment. For example, a participation in a company whose balance sheet
consists of cash, , securities and debts is regarded as an investment.
Innovation box (previously :patent box)

In 2007 the patent box was introduced. Companies can deduct the development costs of
intangible assets (intervention or technical application) from the annual profits in the year the
asset was developed. When a patent is granted for this intangible asset, the company can place
the benefits in the patent box. Plant variety rights also fall under this. From 1 January 2008 the
patent box has been extended with intangible assets for which a patent has not been granted but
which have arisen from a research and development project. The taxpayer must have received
an research & development declaration for this from Agentschap NL (before SenterNovem).
With effect from 2010 the patent box has been given a new name: the innovation box. The rate
of corporation tax for innovative activities has been reduced from 10% to 5%. Losses on
innovative activities can be deducted at the normal rate of 25%.
To make use of the innovation box the intangible assets must contribute at least 30% to the
profit that the company receives from the intangible asset. The innovation box does not apply
for brands, logos, TV formats, copyrights on software etc. The choice of using the innovation
box must be specified in the corporate income tax declaration.
Thin capitalisation rule

As from 1 January 2013 Dutch thin capitalisation rules have been abolished.
Additional limitation on interest deduction

With effect from 1 January 2008, the Dutch tax authorities state that in the case of a group
transaction no business considerations are involved, even if the recipient pays 10% or more tax
abroad. This ruling is included in order to avoid its abuse. This means that the interest paid
within the group is not deductible. The interest for ordinary business transactions does however
remain deductible. On the other hand, there is ‘evidence to contrary ruling’ which means that
when there is evidence that there is no intention to abuse, the deduction of interest is restored.
Furthermore, as of 1 January 2013 a new interest deduction limitation has been introduced. If a
participation is financed with a loan, the current corporate income tax rules (until 1 January
2013) in principle permit deduction of the interest on that loan on determining the profit,
whereas the income from that participation is tax-free. It has been proposed recently to limit
this potential interest deduction to the extent this leads to excessive debt financing of
participations. In this context, it is irrelevant whether the loan has been provided by a group
company or by a third party, such as a bank. The bill includes a calculation rule to determine
whether it concerns excessive financing. Insofar as the acquisition price of a participation
exceeds the equity of the taxpayer, the participation is considered to be debt financed.
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Disallowed participation interest = ((Cost price participations – fiscal equity)/average debt) x
total financing costs.
Excessive interest in a taxable year is non-deductible to the extent it exceeds € 750,000.
The Ministry of Finance has made a concession with respect to active group financing activities.
This includes the situation in which a taxpayer’s active group financing involves the borrowing
and onlending of funds as well as the holding of participations. The concession entails that
neither the loans, nor the interest and costs will be included in the aforementioned calculation,
for as far as the underlying loans relate to receivables held as active group financing activities.
Furthermore, acquisitions of or capital contributions to participations are disregarded for the
interest deduction limitation to the extent the taxpayer makes it plausible that they relate to an
increase of operational activities of the group
Arm’s Length Principle

According to the Dutch corporate income tax legislation, national and foreign related
companies are entitled to charge commercial prices for mutual transactions. Besides, companies
have the obligation to keep due documentation of all relevant transactions, because this makes it
possible for the Dutch tax authorities to determine whether the transaction between the
companies was conducted based on market prices and conditions. It is also possible to obtain
prior assurance of the fiscal acceptability of the internal transaction with the use of the ‘Advance
Pricing Agreement’.
Investment deductions

The taxpayer is allowed to an extra tax deduction on top of normal depreciation for some
investments. This includes the:
 general investment deduction: companies have the possibility of deducting a percentage of
the total amount of investments made in a year. The investments must exceed € 2,300 and
must not exceed € 306,931,. The percentage declines from 28% to 0%;
 energy investment deduction: for investments in qualifying energy saving assets a deduction is
available. The deductible percentage in a tax year can amount up to 41.5%. The investment
threshold is € 2,300 and no investment allowance is granted for investments exceeding €
118,000,000 in a tax year;
 environmental investment allowance: the deductible percentage in connection with qualifying
environmental-friendly assets amounts to 13.5-36% in a tax year, depending on the assets.
The investment threshold is € 2,300.
9.1.4

Tax declarations

The corporate income tax declaration must be submitted to the tax authorities within six
months of the end of the company’s financial year.
Groups

International groups can conclude rulings with the Dutch tax department. The Dutch ruling
practice is transformed in a system of ‘Advance Pricing Agreements’ (APA) and ‘Advance Tax
Rulings’ (ATR) in order to be more in line with the international practice. In this context,
agreement on transfer pricing is important.
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In the case of ‘run-through’-activities (receiving and passing on interest, dividends and royalties
within a group) substance criteria will have to be met.
Fiscal unity

Companies can submit a joint application for fiscal unity to the tax authorities, when the parent
company holds at least 95% of the shares of the subsidiary. A fiscal unity means that the
companies will be seen as a single entity for corporate income tax purposes. The most important
advantage of a fiscal unity is that the losses of one company can be set off against the profits of
another company in the same group. The companies are also entitled to mutually supply goods
and/or services and transfer assets without fiscal consequences.
Fiscal unity is only accepted when all of the companies concerned are effectively established in
the Netherlands. In addition, the parent company and the subsidiaries must also use the same
financial year and be subject to the same tax regime.
9.1.5

Filing tax returns

Regardless whether activities are performed through a legal entity or a branch, an annual
corporate tax return must be filed. The return must be filed within 5 months after the preceding
financial year is closed. Extension for filing the tax return can be obtained. It is required that a
preliminary tax return is filed (estimation of the taxable income), in order to obtain the second
period of extension for filing the tax return.
9.1.6

Use of losses

If a company incurred a loss in any given year, that loss can be deducted from the taxable profit
of the previous year or from the taxable profit over nine subsequent years.
9.1.7

Dividends

Companies often distribute profits to the shareholders in the form of dividends, but there are
other ways to distribute profit besides dividend payments;





partial repayment of the paid-up capital;
liquidation payments above the average paid-up equity capital;
bonus shares from profits;
constructive dividend: the shareholder sells something to the company at a lower value than
the prevailing value in the market (in advantage of the company);
 received compensation for a cash loan, where the loan was taken concluded under such
conditions that it effectively functions as corporate equity capital.
The company (liable for withholding the tax) who distributes the dividend must withhold the
dividend tax and must pay it to the tax authorities. The withheld dividend tax serves as advance
tax payment on personal income tax and corporate income tax.
Exemption

In the following situations, no dividend withholding tax is withheld:
 where, in a domestic relationships, benefits are enjoyed from the shares, profit-sharing
certificates and cash loans to which the participation exemption applies;
 if a Dutch company distributes dividends to a company established in a member state of the
European Union and the company holds at least a 5% share of the Dutch company;
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 where both the company liable for withholding the tax and the party who is entitled to the
income form part of a fiscal unity with respect to the due corporate income tax.
Tax rate

The dividend withholding tax rate is 15%. The Netherlands has signed tax treaties with various
other countries, and therefore the tax rate will be lower in many instances.
9.1.8

Withholding taxes

Dividends

A foreign corporation that holds shares in a Dutch corporation may be exposed to a Dutch
withholding tax on dividends. The Dutch withholding tax rate for dividend is 15%. The rate for
inter-company dividends is often reduced, in many cases even to 0% due to tax treaties.
Dividends paid to qualifying shareholders in the EU are exempted from the Dutch dividend
withholding tax.
Dutch tax law contains a special provision for dividends, which originate from dividends
received from other countries. When a Dutch company re-distributes dividends which have
been subject to a foreign withholding tax, the Dutch company is under certain circumstances
allowed a credit on the withholding tax which it is supposed to pay over the dividends it declares
itself (indirect tax credit). The credit can amount to 3% of the dividend declared.
The repatriating of profits by a Dutch branch to its foreign head office can take place without
the levy of dividend withholding tax. Dividend payments to a Dutch branch by a Dutch
company (the Dutch branch functions as holding) can be eligible for an exemption of the Dutch
dividend withholding tax at the level of the Dutch company.
Interest and royalties

The Netherlands does not have a withholding tax on interest payments and royalty payments.
However, interest payments to foreign corporations may become subject to Dutch income tax
and sometimes Dutch dividend withholding tax, but in many cases the Dutch tax treaties
prevent the Netherlands to exercise this right on taxation.
Dutch taxation over outbound interest can occur as follows:
 dividend withholding tax may become due if the loan is to certain extent profit dependent or
considered to be profit dependent (defined by law) or the loan is not a loan according to the
Dutch definition, and;
 Dutch corporate income tax may become due if the recipient of the interest is a ‘substantial
shareholder’ in the borrower which cannot allocate the shares in the Dutch company to an
active business/enterprise. A ‘substantial shareholder’ relates to a person (or a related group
of persons) who directly or indirectly own more than 5% of issued capital. Please note that
the percentage of ownership in this context can include options/warrants.
9.1.9

Effect of treaties

The Netherlands has tax treaties with more than 80 countries worldwide. The Netherlands is
therefore a preferred location to establish holding companies, finance companies and licensing
companies. The extensive Dutch treaty network provides for low or zero withholding taxes on
dividends, interest and royalties payable to and by a Dutch company.
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A Dutch resident taxpayer can, by applicable tax treaties or the Dutch unilateral rules for the
avoidance of double taxation, in many cases claim a tax credit when foreign withholding taxes
are incurred. This tax credit allows the taxpayer – under certain conditions – to reduce the
Dutch corporate income tax with the amount of the foreign withholding tax incurred. Foreign
withholding taxes are treated as a tax deductible item.
9.1.10 Foreign income

Dutch companies pay income tax on income from worldwide sources. Branches of foreign
corporate entities are in general only subject to Dutch corporate income tax for certain
categories of Dutch source income: Dutch real estate or a Dutch permanent establishment.
When a branch is registered with the Chamber of Commerce, it will according to the Dutch
criteria be considered as a taxable branch. A taxable branch is only subject to Dutch corporate
tax for profits allocable to the business of the branch. The taxable base and the tax rates are the
same as for Dutch companies.
9.2

Individuals

Income tax is levied on the income of individuals, who either live in the Netherlands (resident
taxpayers) or who live outside of the Netherlands and have specific sources of income in the
Netherlands (non-resident taxpayers).
Resident taxpayers are taxed on their worldwide income. Non-resident taxpayers are taxable on
income from specific sources in the Netherlands.
In principle, income tax is charged on an individual basis, but qualifying partners for tax
purposes can allocate certain joint income tax components on the basis of the so-called ‘fiscal
partner rule’.
Income tax is charged on all taxable income. The different components of taxable income are
allocated to one of three closed boxes and each at a specific tax rate and tax-regime. In general,
each source of income can only be entered in one box and a loss in one of the boxes cannot be
deducted from a positive income in another box. A loss generated in Box 2 can be deducted
from a positive income in the same box in the previous year (carry back) or in one of the nine
subsequent years (carry forward). A loss in Box 1 can be deducted from a positive income in the
same box in the three preceding years or in one of the subsequent nine years. Box 3 does not
recognize a negative income.
9.2.1

Tax rates

Box 1: Taxable income from work and home-ownership/dwelling
The income from work and home exists of:
 profit from business activities;
 taxable wages;
 taxable result of other work activities (e.g. freelance income or income from assets made
available to entrepreneurs or companies);
 taxable periodic benefits and provisions (e.g. alimony and government subsidies);
 taxable income derived from the own home (fixed amount reduced by a deduction equivalent
to a specified interest paid over the mortgage bond);
 negative expenditures for income provisions (e.g. repayment of specific annuity premiums);
 negative personal tax deductions.
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The following deductions apply to the above-mentioned income components:
 Expenses for income provisions (e.g. premiums paid for an annuity insurance policy or
disability insurance);
 Personal deductions. This concerns costs related to the personal situation of the taxpayer and
his family that influence his ability to support himself and his dependents (e.g. medical
expenses, certain school fees and specific living expenses for children).
The tax rate in Box 1 is progressive and the income tax and social security rates (for individuals
under the age of 65) in 2014 are as follows:
Taxable income

Income tax

Social security*

Combined rate

€ 0 - € 19,645

5.1%

31.15%

36.25%

€ 19,645 - € 33,363

10.85%

31.15%

42.00%

€ 33,363 - € 56,531

42.00%

-

42.00%

€ 56,531 -

52.00%

-

52.00%

* Social security rates only apply to individuals covered by the Dutch social security system. In some cases, crossborder employees may be exempt from Dutch social security (i.e. taxable in the Netherlands, but subject to social
security in another country).
The aforementioned rates are also used as the basis for determining the wage tax to be withheld
by employers on the salaries of their employees.
Employee Insurance

Employers must make contributions to employee’s insurances:
 WW: (Unemployment insurance)
The contributions are based on a basic rate (2.15%).
 WIA: (Occupational Disability insurance)
The contributions are based on a basic rate (4.95%).
 Zorgverzekeringswet: (Health Care Act)
 The contributions are based on a rate of 7.5% over income capped at € 51.414. In addition,
the employee will need to concluded a private insurance as well.
Business allowances and exemptions for Small and Medium-size Enterprise (SME)

A natural person who derives income from business activities under certain circumstances
qualifies for tax allowances for entrepreneurs. The tax allowances for entrepreneurs include:
self-employed allowance, research and development allowance, overtime allowance,
discontinuation allowance and a start-up allowance for a starting entrepreneur. Besides, there is
the SME Allowance (MKB-vrijstelling) will also came into effect in 2007. Entrepreneurs will be
entitled to additional exemption of 14% 2013 and 2014 of the profits following deduction of the
start-up allowance.
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Box 2: Taxable income from substantial interest

Substantial interest means that the taxpayer, with or without his partner, is a direct or indirect
holder of a minimum of 5% of any type of shares of the paid-up capital in a company of which
the capital is distributed in shares (including options and warrants). The income from substantial
interest is the sum of the regular benefits and/or sales benefits reduced by deductible costs.
Regular benefits include dividend payments and payments on profit-sharing certificates. Sales
benefits include the capital gains or losses on the sale of shares. Examples of deductible costs
include the following: consultancy fees and the interest on loans with the purpose to finance the
purchase of the shares.
The tax rate in Box 2 is 22% (2014).
Box 3: Taxable income from savings and investments

Box 3 charges tax on the taxpayer’s assets. This assumes a fixed return on investment of 4% of
the yield base. The yield base is the value of the assets less the value of the debts on 1 January of
the relevant tax year (e.g. the yield base on 1 January 2014 is the yield base for tax year 2014).
The following assets are – amongst others – included under Box 3:






savings;
a second house or holiday house;
properties that are leased to third parties;
shares that do not fall under the substantial interest regime;
capital payments paid out on life insurance.

Debts in Box 3 include – amongst others – the following:
 consumer loans
 mortgage bonds taken out to finance a second house.
Per person, the first € 2,900 (2014) of the average debt is not deductible from the assets.
A fixed return of 4% is calculated. The tax rate over this return in Box 3 is 30%.
Untaxed assets

All taxpayers are entitled to untaxed assets in Box 3 of € 21,139 (2014) and this is intended to
reduce the yield base. Taxpayers of 65 and older are entitled to an extra increase up to a
maximum of € 27,984 (2014) under certain conditions.
Tax Credits

Certain tax credits can be deducted from income tax due by the individual.
All resident taxpayers are entitled to a general tax credit which depends on the income. The
maximum allowance is € 2,100 (2014). Depending on the personal situation of the taxpayer and
the actual amount of the annual income, the taxpayer may also be entitled to additional tax
credits.
In addition, the non-working spouse or partner may also be entitled to (part of) the general tax
credit if certain requirements are met.
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Advance tax payments

Tax is withheld in advance over the course of the tax year for income deriving from
employment activities and from dividends. Both wage tax withholding and dividend tax are
advance tax payments on income. The withheld amount may be deducted from the income tax
due.
Tax declaration

The income tax declaration over any given tax year must be submitted to the tax authority
before 1 April of the following year. Extension of filing can be requested.
9.2.2

Residence criteria

The place of residency determines whether or not an individual is taxable on their worldwide
income (resident tax payer) or on income from specific sources (non-resident tax payer).
Resident taxpayer: an individual who is resident in the Netherlands will be liable to income tax
on personal income (world income). Residency is determined by actual circumstances; the
leading criterion is ‘durable bond’ social; and economic interests with the Netherlands. An
individual can have a ‘durable bond’, even if the time spent in the Netherlands is short.
Actual circumstances important for the ‘durable bond’ are:





the place where you usually live;
the place where the family lives;
the centre of social life;
memberships of clubs, etc.

Circumstances as the place where an individual receives his mail and his bank account for the
day-to-day expenses are of secondary importance.
9.2.3

Taxation of non-residents

Non-resident taxpayers are only subject to individual income tax on income derived from
specific sources in the Netherlands, including for example:
 income from employment in the Netherlands;
 income/Capital Gain derived from holding 5% of any type of shares in a Dutch corporation;
 real estate situated in the Netherlands.
9.2.4

Special rules for impatriates

30% Ruling

Employees, hired or assigned from abroad to work in the Netherlands, may qualify for the 30%
Ruling. The 30% Ruling entitles the employer to pay the employee a fixed tax-free remuneration
to cover the extra costs of their stay in the Netherlands (extraterritorial costs), without having to
(be able to) substantiate these costs. In principle, the tax free remuneration effectively amounts
to 30% of the total salary.
The 30% Ruling is valid for a maximum period of 8 years. The employee must (continuously
meet the criteria for qualification for the ruling.
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Conditions for qualification for the 30% Ruling

 the employee must be hired or assigned from abroad;
 the employee must possess specific knowledge and/or expertise that is scarcely or unavailable
on the Dutch labour market (Scarce, specific expertise)
Since 1 January 2012, the specific expertise is determined by salary. The employee’s (annual)
taxable salary must be over € 35,000 in order to qualify for the ruling. For certain specific
categories of employees, a lower salary criteria may apply (e.g. scientists, researchers, PhD
graduates and young Master’s).
Extraterritorial costs

The 30% Ruling is a fixed compensation for extra territorial costs. However, in cases where
individuals do not qualify for the ruling, it is possible to reimburse the actual extra territorial
costs free of tax.
In addition, we note that the (tax-free) reimbursement of actual extraterritorial costs may be
more beneficial in cases where the actual costs exceed the 30% fixed reimbursement. However,
we note that it is not possible to provide a tax free reimbursement for actual extraterritorial
expenses, over and above the fixed 30% allowance.
Examples of extraterritorial costs:
 cost of living allowance due to higher cost of living in the Netherlands compared to the
country of origin;
 the cost of an introductory visit to the Netherlands with the family;
 the cost of the application for a resident permit;
 double housing costs, in cases where the employee continues his/her residence in the country
of origin;
 flight tickets between the home and host country (home-leave, commuting).
The following examples are not regarded as (extraterritorial) costs and can, therefore, not be
reimbursed free of tax:
 overseas posting allowance, bonuses and comparable compensations (foreign service
premium, expat allowance, overseas allowance);
 compensation for loss on the sale of assets;
 compensation for purchase and sale of a house;
 compensation for higher tax rates in the Netherlands (tax equalization).
International School fee

The costs of tuition for children attending a recognized international school (or international
department of a school) can be reimbursed tax free over and above the 30% Ruling. Other
professional costs can be reimbursed tax free based on the normal rules applicable to the Wages
and Salaries Tax Act (Wet op de loonbelasting).
Application and period

To be able to make use of the 30% Ruling, the employer and the employee must jointly submit
an application to the Foreign Office of the tax authorities in Limburg
(Belastingdienst/Limburg/kantoor Buitenland). The employer and employee must file the
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request within four months after the start of employment in order to ensure retroactive
application of the ruling as from the start date.
The tax authorities decide on each application on a case by case basis. If granted, the 30%
Ruling is valid for a maximum period of 8 years as of 2012 (less: periods of prior stay/work in
the Netherlands).
With respect to the application procedure, we note that Grant Thornton recently signed an
agreement with the tax authorities in which the application for the 30% Ruling can be expedited.
Based on this agreement, we can effectively decide ourselves on the eligibility of the employee
for the 30% Ruling and request the Dutch tax authorities for a 30%-grant document. Based on
our experience to date, the applications for the 30% Ruling which are filed based on this
agreement are granted within 2 weeks.
Partial non-resident status

Employees with the 30% Ruling can choose to be regarded as a partial non-resident taxpayer for
tax purposes in the Netherlands. This means that the employee will be regarded as a foreign
taxpayer for Boxes 2 and 3. In practice, this means that the employee does not need to report
his/her (income from) investments for Dutch tax purposes, even if they are living in the
Netherlands (resident taxpayers).
US nationals or Green Card Holders, whom choose for this status, will in principle be regarded
as non-resident of the Netherlands for the purpose of the Netherlands-US tax treaty with the
result that they can claim a so-called foreign days exclusion when determining the taxable salary
for Dutch income tax purposes.
Driver’s License

Depending on the country of origin, the employee may be required to exchange his/her foreign
driver’s license. An employee with the 30% Ruling, as well as his/her spouse, can in principle
apply for the exchange, without having to pass a driver’s test in the Netherlands.
9.2.5

Payment dates

Dutch personal income tax is levied by a personal income tax assessment based on a tax return
submitted to the Dutch tax authorities. Taxpayers usually receive a tax return automatically; it
must be filed before 1 April of the following calendar year unless an extension of filing is in
place.
9.2.6

Personal Income Tax returns

Wage tax and Dutch dividend tax already withheld and paid on personal income for the taxable
year, will be set off against the personal income tax due. On balance, this can result in a refund
or payment of personal income tax. The tax year is the calendar year. Tax returns needs to be
filed before April 1 of the next year. It is possible to obtain an extension of filing.
9.2.7

Effect of treaties

Residents of the Netherlands and companies that are registered in the Netherlands must pay tax
on all revenue generated worldwide. This could result in an income component that is taxed
both in the Netherlands and abroad. To prevent this double taxation, the Netherlands has
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signed tax treaties with many other countries. The treaties are largely modelled based on the
OECD Model Treaty for the prevention of double taxation.
If any income is nevertheless double-taxed for income or corporate income tax purposes, the
taxed amount is in principle reduced based on the exemption method (in most cases the socalled: exemption with progression method EWP). The method entails a reduction of the Dutch
tax related to the foreign income. In certain other cases, a tax credit may apply.
The exemption on the income tax is calculated per box. Double taxation of dividend payments,
interest payments and royalties is prevented with the use of the ‘settlement method’: the Dutch
tax is reduced by the amount of tax charged abroad.
In certain situations it is also possible to deduct the foreign tax directly from the profits or as
costs related to income.
9.3

Customs

Goods entering the Netherlands from outside the EU, must be cleared with Customs, following
which they can circulate freely within the EU. You will need to pay Customs import duties, if
applicable, and VAT owed on the imported goods. VAT can be deducted in your VAT return or
reclaimed if the import declaration form indicates that the goods are intended for you. Customs
duties, basically, cannot be recovered and have to be considered a cost.
9.3.1

Customs duties

The custom duties depend on the European Community Code and subsequent legislation that
the Netherlands is following. There are several subject matters to consider when goods are
imported to the European Community through the Netherlands.
9.3.2

Product Classification for Customs purposes

Product classification for customs purposes is the first issue to consider at the moment of
importation of goods. The Harmonized System Codes (HS Code) is worldwide used system and
known in the USA as the Harmonized Tariff Codes implemented by the US International Trade
Commission published as HS10 Code Table. Basically the HS code used in the US is equal to
the EC HS Code and other by the WTO published tables worldwide.
9.3.3

Binding Tariff Classifications (BTI)

When traders do import their products in several European Community Member States there is
a chance that the customs agent in those different Member States utilizes different product HS
codes. As a result, the trader may be charged for different import duty rates and consequently
other indirect taxes, excise and, most drastically, different non-fiscal obligations.
To avoid this, the trader can file in one Member State only, a BTI. The approved and published
HS Code/Tariff code and product description mentioned in the BTI, authorized by the EU
Committee, is applicable in all 27 Member States. For the trader, this means import-duties can
be a vital part of the company’s tax planning.
9.3.4

Bonded Facilities

The final destination of products shipped to the EU might not always be the EU but a country
outside the EU or special destination under Bond. When products have been cleared from
Customs in the EU and these products will be re-exported there is no possibility to ask for a
refund or to choose other destinations and/or use of bonded facility! To avoid this situation the
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trader may store its products in a Customs Bonded Facility awaiting the final destination without
payment of import-duties and other indirect taxes.
9.3.5

Customs Valuation

There are multiple ways to identify what the Customs Value should be for products entering the
EU or being stored in a Customs Bonded Facility. Basically, there are six methods to identify
the Customs Value, all based on and described in article VII of the GATT-Code and
implemented in the Harmonized Community Customs Law.
9.3.6

Origin and Import Duties in EU

The origin of products do affect the import duty rates even if the standard duty rate is 0%.
Therefore it is recommended to be sure of the origin of the products by means of authorized
Certificates of Origin and approvals of the EU Committee. Authorized Certificates of Origin,
approved by EU Committee do result in correct tax planning. Non-authorized Certificates of
Origin may result in additional costs.
9.3.7

Economic Operator Registration Information (EORI)

According new legislation in the EU each importer of products, represented or not, should be
identified in one Member State at least. The registration takes place in one member state but can
be validated for all 27 Member states. As a result import of products can take place in all 27
Member States under this structure.
9.3.8

Approved Economic Operator (AEO)

If your company forms part of the distribution chain then you can ask customs to certify you as
an AEO. The introduction of this status means that customs have two streams of goods; one
from certified companies and one from non-certified companies. You will have fewer logistical
hold-ups and lower administrative costs if your company is certified. Customs also makes
maximum use of all the safety and security guarantees already offered by industry, including
existing security systems.
9.4

Value Added Tax/Sales tax

The Dutch turnover or value added tax system is based on the European Directive concerning
tax over the added value. Tax is due over the Added Value (VAT or BTW), which means that
tax is charged at each and every stage of the production chain and in the distribution of goods
and services. The company that charges the VAT is required to pay the VAT amount to the tax
authorities. If a company is charged VAT by another company, it is entitled to deduct the VAT
amount from due VAT on the company’s part. This leads to a system that ensures that the end
user is effectively responsible for paying the VAT. Foreign companies that perform taxed
services in the Netherlands are in principle also liable to pay VAT. Those companies will
therefore also required to pay the due VAT in the Netherlands and will also be able to claim the
VAT invoiced to it by Dutch companies.
Exemptions

Not all good and services in the Netherlands are subject to VAT. The following services are
VAT exempt: medical services, services provided by educational institutions, most banking
services, insurance transactions, services performed by sports organizations and property
rentals. Companies that provide exempted services are not entitled to charge VAT for their
services and in addition, they are also not entitled to claim the VAT charged to them for goods
and services.
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The VAT system in the internal European market

Europe has recognized the existence of an internal European market since 1 January 1993.
From that date on, the European Union has recognized the free traffic of goods, persons,
services and capital in the EU. Performances within the European Community are referred to as
the intracommunity supply and acquisition of goods and intracommunity services. Goods that
cross the border to another EU country are taxed in the destination country (destination country
principle).
With effect from 1 January 2010 there is a new main rule for business-to-business services
(B2B): goods are taxed (VAT) in the country where the customer is established or has a
permanent establishment.
9.4.1

Rates

The general VAT tax rate is 21% as per October 1, 2012. The Netherlands also has a low VAT
rate of 6%. Goods and services falling under the low tax rate are specified in Table 1 of the
‘Turnover Tax Act’ (Wet op de omzetbelasting 1968). This applies to, among other things,
foodstuffs and medicines. The zero rate is mainly intended for goods exported to outside the
EU and for goods exported to other EU members states.
All companies are bound to submit VAT declarations. The company is also bound to fill in the
Intracommunity Supplies tax form (Opgaaf Intracommunautaire Leveringen), when he supplies
goods to elsewhere in the EU.
9.4.2

Returns

VAT tax returns have to be filed with the tax authorities on a monthly or quarterly basis,
depending on the size of the corporation. From the VAT you charged on your sales (output
VAT) you should deduct the VAT that has been charged to you by other businesses (input
VAT). The balance is either to be paid to the tax authorities (output VAT exceeds input VAT)
or to be refunded to you by the tax authorities. In essence, the VAT system should be tax
neutral for businesses, which are fully subject to the VAT.
Foreign entrepreneurs who have no taxable presence for VAT purposes in the Netherlands are
qualified for a refund of the Dutch VAT they have incurred. The foreign entrepreneur must file
a request for refund, within 6 months after the calendar in which the VAT has been incurred. In
this request the original invoices should be provided and there is need for evidence that the
foreign company is indeed an entrepreneur according to the Dutch definition. The request can
be filed once a quarter, once a half-year or once a year. Not all VAT is refundable, for instance
the VAT relating to meals and drinks is in general not refundable.
9.5
9.5.1

Other taxes
Excise duty

The Netherlands charges excise duties on alcohol-containing beverages, tobacco, fuel and other
mineral oils. Manufacturers, traders and importers pay excise duties to the tax authorities. The
Excise Duty Act (Wet op de accijns) in the Netherlands is fully harmonized with the applicable
EU directives.
9.5.2

Environmental taxes

The Netherlands charges the following environmental taxes:
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groundwater tax;
tax on mains water;
waste tax (Afvalstoffenbelasting);
fuel tax;
energy tax;
packaging tax.

Groundwater tax

The taxes are paid by companies that extract groundwater. The amount of tax due is based on
the amount of cubic metres of groundwater that is extracted by the company. The rate is
approximately € 0.1951 per m3.
Tax on mains water

The Netherlands charges tax on mains water. All companies and households pay tax on a
maximum amount of 300 cubic metres of water per connection per annum. The rate is
approximately € 0.157 per m3.
Waste tax (Afvalstoffenbelasting)

On all dumped waste, a waste tax is charged. The rate is approximately € 107.49 per 1000 kg of
dumped waste. The rate for non-burnable waste and waste that should not be incinerated is
subject to a rate of approximately € 16.79 per 1000 kg.
Fuel tax

The producers and importers of coal pay fuel tax. The rate is approximately € 13.42 per 1000 kg
coal.
Energy tax

The purpose of energy tax is to reduce CO2 emissions and to reduce energy consumption. The
energy tax is charged to the user of the energy (natural gas, electricity and certain mineral oils).
The rates are related to the amounts used, and the rates are progressively reduced as
consumption increases.
Packaging tax

With effect from 1 January 2008 the Netherlands has introduced a new tax: the packaging tax.
The principal pays the tax. The packaging tax is only paid on the amount of packaging that
exceeds the threshold of 50,000 kg. Business who make available or market less than 50,000 kg
of packaging are not affected by the packaging tax and also do not have to notify the Dutch Tax
Authorities.
9.5.3

Stamp duty

Stamp duty is generally exposed on transfers of property, dealings in shares and unit trusts,
rental and hiring of goods and mortgages. The Netherlands does not have stamp duty.
9.5.4

Property taxes

Property tax (onroerendgoedbelasting or onroerende zaakbelasting or WOZ) is a tax due by
local authorities. The owners and users of real estates are subject to the tax. Property tax is
calculated on basis of a percentage of the WOZ value of the property. The local authorities
determine this percentage.
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9.5.5

Estate tax/inheritance tax

Wealth acquired by inheritance from an individual who has properties in the Netherlands is
subject to inheritance tax (recht van successie). Other forms of inheritance are: wealth transfer
such as gifts made by the testator within 180 days prior to death, the proceeds of a life insurance
contract for which the testator paid the premiums etc. Property acquired through inheritance is
valued at fair market value less liabilities (debts such as tax debts, funeral costs, and other
expenses) at the time of the testator’s demise.
The tax rates are dependent of the relationship between the heir and the testator. There are
three categories:
 category I: for spouse or partner (living together for at least five years), and children;
 category II: siblings, parents and other direct ascendants;
 category III: other recipients.

Inheritance tax is levied on the beneficiary’s share of the estate and the beneficiary has to pay
the tax. For both gifts and inheritances, a large number of deductions apply. The heirs are also
required to pay transfer tax and this transfer tax is calculated on the value or sales price of the
acquired Dutch property at a current tax rate of 6%.
9.5.6

Capital gains tax

Capital gain tax is a tax on the gain made with the sell of assets (for example property, plant and
equipment, shares, and securities). This tax is not integral entered in the Dutch tax system.
Instead, there is the ‘vermogensrendementsheffing’ (Box 3). Next to this, there is a capital gain
tax for a couple of income categories: profit from enterprise, result other income and substantial
interest shares (box 2 income). So, the Netherlands has partial capital gain tax.
9.6

Tax treaties

Tax treaties allocate the right to levy taxes on certain income or profit to one of the countries.
This in order to avoid double taxation: income tax or corporate income tax is levied by one
country only and the other country has to reduce their tax. The Dutch policy on concluding
treaties for the avoidance of double taxation is largely in line with the principles laid down in the
OECD Model Tax Convention.
What are the solutions from the Netherlands in case of double taxation:
 If an income tax component is nevertheless double-taxed as income or corporate income tax,
the taxed amount is reduced based on the exemption method. This method provides a
reduction of the Dutch tax related to the foreign income. The exemption on the income tax
is reduced by the amount of tax charged abroad.
 Double taxation of dividend payments and interest payments and royalties is prevented with
the use of the settlement method. The use of this method means that the Dutch tax is
reduced by the amount of tax charged abroad.
The objectives of the Netherlands in signing tax treaties are various:
 The Dutch economy is an open economy with a small domestic market and a large foreign
market. This means that a relatively large number of industrial and commercial companies
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operate on an international basis. The country’s policy on tax treaties reflects this openness in
its relationships with EU Member States and with other countries. Dutch policy aims to
remove barriers to the international flow of goods and capital, in this case international
double taxation. To encourage international investment it is necessary for the tax on
dividends, interest and royalties flowing from a country to be as low as possible, and
preferably 0%. In line with this policy, Dutch legislation does not require withholding tax to
be levied on outbound interest and royalties.
 The Netherlands also endeavours to guarantee a neutral investment climate for capital
import. As a result, Dutch investors are able to invest in foreign markets on the same terms
as other foreign or domestic investors. In line with this policy, all the profits received by a
Dutch parent company from a foreign subsidiary or made through a permanent
establishment situated abroad are exempt from taxation in the Netherlands. This ensures that
these profits are taxed only in the source country, i.e. where the activities are performed.
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