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2 Doing business in the Netherlands

FOREWORD

The Netherlands offers an excellent choice for
organizations around the world looking to ex-
pand or grow their business. In addition to the
nation's vast resources and population, the gov-
ernment has created a variety of incentives
aimed specifically to attract new business activ-
ity. This guide has been prepared for the
clients, partners, and staff of HLB member
firms. It is designed to provide general infor-
mation to those contemplating doing busi-
ness in The Netherlands. However, this

is not intended to be a comprehensive
document. Therefore, we strongly recommend
consulting us before taking further action

and conducting business in the country.

HLB and HLB Netherlands cannot be held li-
able for any action or business decision
taken on the basis of information in this
guide. Laws in the Netherlands that regulate
businesses and taxes can be complex. There-
fore, we advise anyone interested in doing
business in the Netherlands to consult the
HLB member firm in the Netherlands before
taking any specific action.

HLB Netherlands
June 2024

HLB Netherlands
Buitenveldertselaan 106
1081 AB

Amsterdam

Nederland

Mailbox:

Postbus 75264
1070 AG
Amsterdam
Nederland

= HLB Netherlands Ltd is a member of HLB -
the global advisory and accounting network
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ABOUT HLB

Formed in 1969, HLB is a global network of
independent advisory and accounting firms.
HLB has member firms in 158 countries
who, collectively, have 29,178 staff in 770
offices. Member firms provide clients with
comprehensive, personal services related to
auditing, taxation, accounting, and general
and financial management advice. Up-to-date
information and general assistance

on international matters can be obtained
from any of the HLB member firm partners
listed in this guide or from the Global Office
in London.

HLB GLOBAL OFFICE

Office2l Ebury Street

London SW1w OLD

United Kingdom

Telephone: +44 (0)20 7881 1100
Fax: +44 (0)20 7881

Email: mailbox@hlb.global
Website: www.hlb.global

HLB International is a global network of independent advisory and accounting firms, each of which is a separate and independent
legal entity, and as such HLB International Limited has no liability for the acts and omissions of any other member. HLB
International Limited is an English company limited by guarantee which co-ordinates the international activities of the HLB
International network but does not provide, supervise or manage professional services to clients. Accordingly, HLB International
Limited has no liability for the acts and omissions of any member of the HLB International network, and vice versa and expressly
disclaims all warranties, including but not limited to fitness for particular purposes and warranties of satisfactory quality. In no
event will HLB International Limited be liable for the acts and/or omissions of any member of the HLB International network, or
for any direct, special, incidental, or consequential damages (including, without limitation, damages for loss of business profits,
business interruption, loss of business information or other pecuniary loss) arising directly or indirectly from the use of (or failure
to use) or reliance on the content of this Website or any third party website, or from your use of any member’s services and/

or products. Any reference to a member’s services or products should not be taken as an endorsement.HLB refers to the HLB
International network and/or one or more of its member firms, each of which is a separate legal entity.
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GENERAL INFORMATION

ECONOMY

The open and international
nature of the Dutch economy
means that it is not immune
to international develop-
ments. Persisting supply-
chain problems,

labour market tightness,
ongoing inflationary
pressures and associated
monetary measures such

as rising interest rates,

can present obstacles

to business profitability, fi-
nance, and investment. At the
same time, these risks also
provide significant opportuni-
ties for innovation, in the field
of sustainability

for example, and for

new business activities.
Companies and knowledge
institutions are coming
together to work in these

areas. The Dutch economy
generally is resilient, and the
country seems to be with-
standing the above chal-
lenges relatively well.

Many companies,
especially those operating
internationally, exhibit a
strong financial position,
typically characterised by
healthy profitability and
solvency. This emphasises
the Netherlands attractive
investment climate.

FISCAL CLIMATE

For several years, the
Netherlands has worked to ad-
just certain aspects of its
fiscal regime to be in line with
worldwide efforts to combat
tax avoidance and undesir-
able use of national legisla-
tion, as well as mismatches in
the fiscal treatment of in-
come and cost deductions
between countries fiscal
regimes. The Dutch govern-
ment has worked to the best of
their abilities to link fiscal ben-
efits to real economic activi-
ties from which the Dutch
economy benefits. For in-
stance, in recent years, the
Netherlands has worked dili-
gently to shed its reputation
as a fiscal transfer country
by restructuring its corpora-
tion and dividend tax regime
to discourage tax avoidance



in the country. This effort in-
volves not only fiscal adjust-
ments, but also the introduc-
tion of measures aimed to in-
crease government control
and transparency regarding
the activities of these
companies. Through this
gradual approach, the Dutch
government aims to shift
focus towards the fiscal
stimulation of real activity
and maintaining its status as
an attractive host country.

Doing business in the Netherlands

COUNTRY AND
GOVERNMENT

The Netherlands has a

total population of 17.9
million (January 2024) and is
governed by a monarchy. The
ministers serve as the peo-
ple s representatives with re-
spect to the actions

of the government. The
head of state in the
Netherlands does not hold
political responsibility

and thus cannot be held
politically accountable by
the parliament. Elections are
held every four years, and
the government typically
consists of a coalition of
parties, ensuring a certain
degree of continuity with

regards to policy and busi-
ness climate, from both a
national and international
perspective.

The Netherlands is com-
posed of 12 provinces,
each of which has its own
local authorities.

The Netherlands, together
with the countries of
Aruba, Curacao, and
Sint-Maarten, form part
of the Kingdom of the
Netherlands. The islands
of Bonaire, Sint-Eustatius
and Saba all maintain a sepa-
rate status and belong to
the Caribbean part of

the Kingdom.
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INDUSTRIES

Most of the Netherlands
major industries are situated
in the country s western
regions. Notably, the Port
of Rotterdam stands out

as one of the most prominent
global ports. The railway line
known as the Betuweroute
ensures fast and efficient
transport from the port to
the European hinterland,
including Germany, Central
and Eastern Europe, and
even China. Utrecht serves
as a pivotal transportation

hub, and the Schiphol Airport

is not only the primary
airport in the Netherlands,
but it also ranks among the

world s biggest hub-airports.

Eindhoven, in the southern
part of the Netherlands,
is known as a Brainport

housing high-tech companies.

The Netherlands plays a

crucial role in the functioning

of key transport arteries.
Amsterdam is considered
the country s main
financial centre, while

The Hague is known as the
legal capital of the world.
Around 160 international
organisations now have
offices in The Hague.

LANGUAGE AND
CURRENCY

Dutch is the spoken language
of the people in the Nether-
lands. In most Dutch schools,
English, German and French
are taught as foreign lan-
guages. People engaged

in business normally speak
English or German.

The accepted currency in The
Netherlands is the EURO, de-
noted as , and usually as
EUR in English.

IMPORT AND EXPORT

The country s prime
geographical location and
healthy financial policy

have helped the Nether-
lands grow into an impor-
tant import and export na-
tion. The countrys most
important industrial activi-
ties include oil refineries,
chemicals, foodstuff pro-
cessing, and the develop-
ment of electronic prod-
ucts. Germany, Belgium,
Luxembourg, China, Great
Britain, France, and the
United States are the
country s main import
partners. All the above-
mentioned countries,

as well as Italy, are also the
country s most influential ex-
port partners. However,

it is important to note that
trade with Russia is currently
restricted by a number

of international sanctions
packages. Consequently,

the import and export
partnership with Russia has
roughly halved since the start
of the war in Ukraine. At the
same time, trade with the
Eurasian Economic Union,
which is associated with Rus-
sia, has significantly in-
creased.



FINANCES

The Dutch National Bank
(De Nederlandsche Bank,
DNB) oversees the monetary
flow within the Netherlands.
One of the government s
primary objectives is to
maintain price stability

and consequently control
inflation. Dutch banks
provide a comprehensive
range of financial services:
some banks are specialised,
while others offer an ex-
tremely wide range of ser-
vices. Dutch banks are known
for their reliability, with most
financial institutions employ-
ing organisational structures
designed to prevent conflicts
of interests. The general
prohibition on commission
further reinforces this
commitment. At the same
time, Dutch banks also
perform a gatekeeper role in
the battle to combat money
laundering and prevent
terrorist financing.

Doing business in the Netherlands

RIGHT TO ESTABLISH
A BUSINESS

Foreign companies wishing
to establish operations in the
Netherlands can set up the
existing foreign legal entity
through a representative of-
fice or establishment in

the country without needing
to convert it into a Dutch le-
gal entity. However, they will
be required to comply with
both international and Dutch
laws and regulations. Addi-
tionally, all foreign companies
with establishments in

the Netherlands must be
registered with the Chamber
of Commerce and remain
compliant with Dutch laws
and regulations at all times.

COMPETITIVE
ECONOMY

The Netherlands is an
attractive base for invest-
ment and doing business. Its
open and international out-
look, well-educated work-
force, and strategic location
are key factors that contrib-
ute to its reputation and po-
tential. The attractive fiscal
climate and technological
infrastructure create
favourable propositions for
international business.
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STARTING ABUSINESS IN THE NETHERLANDS

OVERVIEW

Under Dutch law, a foreign individual or
company may operate in the Netherlands
through either an incorporated or
unincorporated entity or branch. Dutch
corporate law provides a flexible and

liberal framework for the organisation of
subsidiaries or branches, and there are no
special restrictions for foreign entrepreneurs
seeking to conduct business in the
Netherlands. This section will provide details on
the different types of entities and structures, as
well as intellectual properties rights and the ad-
vantages of doing business through a subsidiary
or brach.

Business operations in the Netherlands
can be established with or without a legal
personality. If a legal entity has legal
personality, the entrepreneur cannot be
held liable for more than the sum they
contributed to the company s capital.

Dutch law recognises two types of
companies, both of which possess legal
personality: the private limited liability
company (besloten vennootschap met
beperkte aansprakelijkheid BV) and the
public limited liability company (naamloze
vennootschap NV). These legal entities
are commonly used for doing business in
the Netherlands. Other frequently used

legal entities in the Netherlands are the
cooperative (co peratie) and the foundation
(stichting). The foundation is a common
form used among non-profit entities and firms
in the health care sector.

Other common business forms are the sole
proprietorship (eenmanszaak), the general
partnership (vennootschap onder firma
VOF), the (civil) partnership (maatschap)
and the limited partnership (commanditaire
vennootschap CV). Notably, none of these
forms possess legal personality, and as a
consequence, the owner or owners are held
fully liable for the obligations of

the entity. All entrepreneurs engaged in com-
mercial activities, as well as legal entities, are
obligated to register their business with

the Trade Register (Handelsregister) at

the Chamber of Commerce (Kamer van
Koophandel).

BRANCHES AND SUBSIDIARIES
Branch

A branch is not a separate legal entity from
its parent organisation. Instead, it is a perma-
nent establishment of a company from which
business operations are carried out. As a re-
sult, the company that establishes a branch
in the Netherlands is liable for claims in-
curred by actions carried out by the branch.

Subsidiary

In contrast to a branch, a subsidiary is a sepa-
rate legal entity established by one or more
shareholders. The subsidiary is a legal entity
that is controlled by the parent company.
Control of a subsidiary is largely achieved
through the ownership of more than 50%

of the subsidiary's shares by the



parent company. However, under certain
circumstances it is also possible to obtain
control by special voting rights or diversity
of other shareholders. These shares or rights
give the parent company the necessary votes
to determine the composition of the sub-
sidiary's board and thereby to exercise con-
trol. Since a subsidiary has limited liability, a
shareholder (the parent company) is gener-
ally only liable to the extent of its capital
contribution.

PRIVATE LIMITED LIABILITY
COMPANY (BV)

Incorporation

A private limited liability company (BV) is in-
corporated by one or more incorporators
pursuant to the execution of a notarial deed
of incorporation before a civil-law notary.
The notarial deed of incorporation must be
executed in the Dutch language and must at
least include the company s articles of asso-
ciation and the amount of issued share capi-
tal. As of 1 January 2024, the possibility to
incorporate a BV digitally is legally regu-
lated.

During the incorporation process of a BV,
business activities may be conducted on its
behalf, provided that the letters i.0. (for

in oprichting , meaning in the process of
being incorporated) are added to its name.
The individuals acting on behalf of the BV
i.0. are liable for damages incurred by third
parties until the BV (following its incorpora-
tion) has expressly or implicitly ratified the
actions performed on its behalf during the
process of incorporation. A similar liability
arises for the individuals responsible if the
BV is not incorporated or

Doing business in the Netherlands

if the BV fails to fulfil its obligations under
the ratified actions, and if they were aware
that the BV would be unable to do so. In
the event of bankruptcy within one year of
incorporation, the burden of proof lies with
the responsible individuals.

Furthermore, members of the board of
directors are also liable to third parties for le-
gal acts performed after incorporation but
preceding the registration of the BV with the
Trade Register.

Share Capital

A BV is required to have a share capital,
which is divided into a specified number of
shares with a par value expressed in Euro or
another currency. There are no requirements
for a minimum share capital for a BV, and it is
sufficient if at least one share with voting
rights is held by a party other than the BV.
The payment for shares can be made either
in cash or in kind. Payments in kind involve
contributions of property and/or other non-
cash items. These payments are restricted
to items that can be objectively appraised.
Here, the method of payment is stipulated in
the articles of association. In the case of
payments made upon incorporation of the
BV, the incorporators are obligated to detail
the contributed assets.

If the payment for shares is postponed, for
instance because the BV does not yet have
a bank account, it is permissible to defer
the full payment of the shares. Please be
advised that the end of the deferment must
be notified to the Chamber of Commerce
after the share capital has been paid in full.
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Shares

A BV may only issue registered shares. In ad-
dition to the ordinary shares, a BV may also is-
sue priority shares, to which certain

(usually voting) rights are allocated in

the articles of association. Preference shares
can also be issued, which entitle the share-
holder to fixed dividends that have prefer-
ence over any dividends on ordinary shares.
Within a given type of share, the articles of
association may also create different classes
of shares (e.g. A, B and C shares) to which
certain specific rights are allocated (e.g.
upon liquidation). The voting right is linked
to the nominal value of the share. However, it
is possible to attach different voting rights to
different classes of shares (even when the
nominal values of the various classes are the
same). Moreover, it is possible to create non-
voting shares and shares without any profit
right. Non-voting shares must give a right to
profit.

It is not mandatory to include share transfer
restrictions in the articles of association.
However, if a BV opts to include such
restrictions in its articles of association,

it will be also be able to include detailed
rules on how the price of the shares will be
determined. The articles of association may
also include a lock-up clause prohibiting

the transfer of shares for a specific period.
Furthermore, it is possible to include
provisions in the articles of association
imposing additional obligations on
shareholders (e.g. the obligation to extend a
loan to the BV or to supply products to it).
Shares in a BV can be transferred by a deed of
transfer executed before a civil-law notary.

The board of directors of a BV is required

to maintain an up-to-date shareholders
register, which lists the names and addresses
of all shareholders, the number of shares,
the amount paid-up on each share, and

the particulars of any transfer, pledge or
usufruct of the shares.

Management Structure

The management structure of a BV consists
of the board of directors and the General
Meeting of shareholders. Under certain cir-
cumstances, a BV may also have a supervisory
board.

Board of Directors

The board of directors is responsible for man-
aging the BV. Members of the board of direc-
tors are appointed and dismissed by the
shareholders (unless the BV is categorised as
a large BV). There are no legal requirements
regarding the nationality or residency of

the director(s), meaning the board members do
not need to reside in the Netherlands. Typically,
the articles of association state that each di-
rector is solely authorised to represent the
company. However, the articles of association
may state that the directors are only jointly
authorised. Such a provision in the articles of
association can be invoked against third par-
ties.

The articles of association may provide that
certain acts of the board of directors require
the prior approval of another corporate
body, such as the shareholders meeting or
the supervisory board. Such a provision is
only valid internally and cannot be invoked
against a third party, except where the party
in question is aware of the provision and did
not act in good faith.

Members of the board of directors of the
company can be held liable by the BV, as
well as by third parties. The entire board
of directors can be held liable to the BV
for mismanagement, while individual
members of the board of directors can
be held liable with respect to specific



duties assigned to them. Shareholders can
discharge board members from their liability
to the company by adopting an express
resolution barring statutory restrictions.

In addition to the aforementioned liability
prior to incorporation and registration, liabil-
ity towards third parties can occur in several
situations. For instance, in the event of bank-
ruptcy, the board members are severally li-
able for the deficit if the bankruptcy was
caused by negligence or improper manage-
ment in the preceding 3 years. In such a case,
individual members of the board of directors
can exonerate themselves by proving that
they are not responsible for the negligence
or improper management. In order to com-
bat possible bankruptcy fraud more effec-
tively through the programme to reassess
the bankruptcy law legislation, legal mea-
sures have now been taken with the aim of
strengthening the position of the official re-
ceiver in a bankruptcy.

In addition to the two-tier board structure
that involves both a management board and
a separate supervisory board, Dutch law
also provides statutory provisions for the
one-tier board structure, comprising both ex-
ecutive and non-executive directors.

The law provides a one-tier board structure
for NV companies, for BV companies, and
for companies that are subject to the

Large Companies Regime (structuurregime).
In a one-tier board, the tasks within the
management board are divided between
executive and non-executive members

of the management board. The executive
members will be responsible for the
company s day-to-day management,

while the non-executive members are
charged with supervising the management
performed by all board members.

Doing business in the Netherlands

The tasks of the non-executive members
therefore extend beyond those of the
supervisory director. The one-tier board is
even chaired by a non-executive member.
The company's general course of affairs will
be the responsibility of all board members
(executive and non-executive). The non-exec-
utive members in a one-tier board are part of
the management board and are therefore
subject to director s liability.

General Meeting of Shareholders

The Annual General Meeting (hereinafter:
AGM) is a meeting held by the shareholders
of the company and should be held at

least once each year. Typically, the AGM is
held to adopt the financial statements and
execute important decisions concerning

the company s operations and governance,
such as approving the appointment of
auditors and electing members of the
board of directors. Shareholders resolutions
are typically adopted by a majority vote,
unless specified otherwise in the company s
articles of association. According to Dutch
laws and regulations, the AGM must be
held at the company s registered statutory
office, as stipulated by the company s
articles of association. However, in certain
circumstances, the AGM may also be
conducted online, allowing shareholders to
participate remotely.

Supervisory Board

The sole concern of the supervisory

board is the interest of the BV. Its primary
responsibility is to supervise and advise the
board of directors. Pursuant to the Large
Companies Regime (structuurregime), the
supervisory board is only mandatory for
Large BVs, but it is optional for other BVs.



TS i Ee— R P S | SRR o i —— Sl B A
- - -—-twlo-n—lr.-'.-—n b m—r




Liability

Under certain circumstances, the management
board and supervisory board may be held
personally liable for liabilities of the

BV (directors liability). However, this largely
occurs only in cases that involve clear misman-
agement. It could also arise for other reasons,
such as if management has harmed the credi-
tors interests by deliberately and knowingly
entering into unsecured financial obligations.

In the absence of the minimum capital
requirement, creditors may have relatively lim-
ited security. In addition to the option of legal
redress, when directors liability is involved,
the law on BVs also offers other legal redress
options. Upon any distribution of funds,
whether involving repayment of capital or
profit distribution, the management board
must first verify the distribution is not at the
expense of the creditors interests. This re-
quires an equity test. Here, dividend distribu-
tions are only possible when the sharehold-
ers equity of the BV is greater than the
statutory reserves or the reserves that must
be kept according to the articles of associa-
tion. The board must also verify that after

the distribution the BV can continue to pay
its debts payable (distribution test). If the
general meeting of shareholders decides

to distribute a dividend, the board must in
principle approve the distribution. However, if
in light of a distribution test the board con-
cludes that the BV will non longer be able to
meet all its debts payable, the board must
refuse to cooperate with the distribution. If the
distribution still takes place, the directors
and shareholders may be held liable and must
reimburse the deficit. The law does not de-
fine any specific timeline for the amount of
the debts repayable. However, it is assumed
that this involves debts over a period of at
least 12 months after the distribution.

Doing business in the Netherlands

PUBLIC LIMITED LIABILITY COMPANY
(NV)

In general, the principles and concepts related
to BV's also apply to public limited liability com-
panies (NV's). This section will outline the
most significant differences between the two
types of business.

Share Capital and Shares

An NV must have an authorised capital, of
which at least 20% must be issued and at
least 25% of the par value of the issued
shares must be paid up. The issued and
paid-up capital of an NV must amount to at
least 45,000.

In addition to registered shares, an NV may
also issue bearer shares. Bearer shares must
be fully paid up and are freely transferable.
Registered shares have to be transferred by
executing a deed of transfer before a civil-
law notary, and an NV is authorised to issue
share certificates (certificaten).

If payment on shares is made in kind upon
incorporation of the NV, the incorporators
must describe the contributed assets, and
an auditor must issue a statement to the
effect that the value of the contribution is
at least equal to the par value of the shares.
The auditor s statement is to be delivered
to the civil-law notary involved prior to
incorporation.

The articles of association of an NV can
stipulate limitations on the transferability
of the shares. Dutch law provides for two
possible restrictions, which require the
transferor to:

offer their shares to the other shareholders,
with the right of first refusal, or;

obtain approval for the transfer of shares
from the corporate body, as specified in
the articles of association.
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LARGE NVS AND BVS: SPECIAL
REQUIREMENTS

A company is considered a large NV or
BV (structuur-vennootschap), and
is thus subject to the structure regime
(structuurregime), if it meets these three crite-
ria:
The company s issued share capital,
reserves, and retained earnings
according to the balance sheet amount to
at least 16 million Euro.

The company, or any other company in
which it has a controlling interest, has a
legal obligation to appoint a works council
( > 50 employees).

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

Unless an exemption is granted, such

a company is required to appoint

a supervisory board (Raad van
Commissarissen). This board is given specific
powers not granted to the supervisory board
of a relatively small B.V. Such a supervisory
board has the following powers:

Appointment/dismissal of the
management board.

Approval of major amendments with
respect to governance, including
proposals to amend the articles of
association, proposals to dissolve

the company, the issuance of new
shares, and proposals to increase the is-
sued share capital.

This structure regime is also not compulsory
for companies whose holding company

is established in the Netherlands and the
majority of whose employees work abroad.
In fact, such multinationals have the

option to apply the structure regime
voluntarily.

The regulations of the structure regime may
also apply for the Cooperative (co peratie)
structure discussed below.

COOPERATIVE (COOPERATIE)

The cooperative is an association
incorporated as a cooperative by notarial
deed and executed before a Dutch civil law
notary. At the time of incorporation,

the cooperative must have at least two
members. These members can be legal
entities or natural persons.

The objective of a cooperative must be

to provide certain material needs for its
members under agreements other than
insurance agreements, concluded with them
in the business it conducts or causes to
be conducted to that end for the benefit
of its members. The articles of association
of the cooperative may stipulate that such
membership agreements may be amended
by the cooperative. The name of a cooper-
ative must also contain the word
co peratief or co peratie.

In general, the members of the cooperative
are not liable for the obligations of the
cooperative during its existence. In

case of dissolution or bankruptcy of the
cooperative, the current members and mem-
bers who ceased to be members less than 1
year prior thereto are liable for a deficit

on the basis provided for in the articles of
association of the cooperative. If a basis
for the liability of each member is not
provided for in the articles of association,
all shall be equally liable. A cooperative
may, however, by its articles of association
(i) exclude or (ii) limit to a maximum, any
liability of its members or former members
to contribute to a deficit. If the first case is
applied, the cooperative



shall place at the end of its name the letters
U.A. (Uitsluiting van Aansprakelijkheid
exclusion of liability). For the second case,
the cooperative shall place the letters B.A.
(Beperkte Aansprakelijkheid limited liabil-
ity) at the end of its name. In all other cases
the letters W.A (Wettelijke
Aansprakelijkheid statutory liability) shall
be placed at the end of its name.

Most cooperatives choose a system of
excluded or limited liability. They can also cre-
ate different classes of members who are
each liable to a different extent (or not at
all). If the liability is not excluded, U.A, a
copy of the member list must be filed with
the Trade Registry of the Chamber of Com-
merce. Any changes must be filed within 1
month after the end of each financial year.

The cooperative has no minimum capital
requirements, and the capital does not have
to be in Euro. The profits may be distributed
to its members if the cooperative wished to do
so. The articles of association of the coopera-
tive must also provide for a provision regard-
ing the entitlement of any liquidation bal-
ance.

In international structures, the cooperative
is often used as a holding and financing
company. This offers benefits related to
international tax planning opportunities due
to the cooperative's corporate flexibility.

FOUNDATION (STICHTING)

A foundation is a legal entity under Dutch
law with two main characteristics:

A foundation does not have any members
or shareholders and is therefore governed
solely by its board.

A foundation is incorporated with the aim
of realising a specific goal by using capital
designated for that purpose. The goals or
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objective of a foundation are stipulated in
its articles of association.

A foundation is incorporated by means
of the execution of a notarial deed of
incorporation, which must be executed
before a Dutch civil law notary.

Pursuant to mandatory law, a foundation may
not make distributions to its incorporators
and the members of its corporate bodies. It
may only make distributions to other persons
if such distributions are of an ideal or social
nature.

The foundation's management board may con-
sist of individuals and/or legal entities. After
incorporation, members are appointed by the
board itself, unless otherwise stated in the ar-
ticles of association of the foundation. The
foundation is represented by the entire man-
agement board or by board members acting
individually.

Foundations are often used to create a sepa-
ration between legal ownership and benefi-
cial ownership of assets (Stichting
AdministratieKantoor STAK, or Trust Office
Foundation). An example of this could be to
safeguard continuity in family owned busi-
nesses.

GOVERNANCE AND SUPERVISION OF
LEGAL ENTITIES

All the aforementioned legal entities are
subject to the Governance and Supervision
of the Legal Entities Act (Wet bestuur en
toezicht rechtspersonen (WBTR). This Act
was created in response to the call for mea-
sures to improve the quality of governance
and supervision in the semi-public sector. The
Legan Entities Act applied the rules that al-
ready in place for directors and supervisory
directors of BVs and NVs to the other legal
forms with legal personality. As part of the
WBTR, cooperatives
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(co peraties), mutual insurance associations
(onderlinge waarborgmaatschappijen),
foundations (stichtingen), and associations
(verenigingen) will have the option of using a
one-tier board with executive and non-execu-
tive directors. However, the date on which
this language will take effect is not yet known.

TRUST

Under Dutch civil law, the trust is vague and
large unaddressed. Dutch civil law is familiar
with the distinction between personal rights
and real rights, however it is unfamiliar with a
distinction between legal interests in prop-
erty and beneficial interests in property
rights. Despite this ambiguity, the Netherlands
signed the 1985 Hague Treaty into law to at
least recognize trusts.

OTHER COMMON BUSINESS FORMS
Sole Proprietorship (eenmanszaak)

A sole proprietorship (eenmanszaak) is a busi-
ness structure in which one (natural) person is
fully responsible and liable for the business.
A sole proprietorship does not possess legal
capacity, and there is no distinction between
the business assets and private assets of the
(natural) person.

Partnership (maatschap)

Entrepreneurs in the liberal professions
(such as doctors, lawyers, and graphic
designers) often set up partnerships
(maatschap) for their businesses.

General/Commercial Partnership (VOF)

A general partnership is defined

as a public partnership that conducts

a business instead of a profession.

A VOF and its partners must be registered
in the Commercial Register at the Chamber
of Commerce.

A partnership is an arrangement by means
of which at least two partners, who may

be individuals or legal entities, agree to
conduct a joint business. Each partner
brings money, goods, and/or manpower into
the business. Each partner is personally,
either jointly or severally, liable for all the
obligations of the partnership. A partnership
does not possess legal personality, and
registration with the Chamber of Commerce
is required for a partnership (maatschap).
However, this is only required if it enters into a
business.

A public partnership (openbare maatschap)
participates in judicial matters under a
common name. The possessions of a public
partnership are legally separated from the
possessions of the partners.

Limited Partnership (CV)

A limited partnership is a special form of

the general partnership (VOF) that involves
both active and limited (or sleeping/silent)
partners. An active partner is active as an
entrepreneur and is liable, as in the case of
the general partnership. The silent partner,
however, tends to finance the business and is
not typically involved in the operations. The
silent partner is liable only up to the amount
of their capital contribution and is not al-
lowed to act as an active partner. Further,
their name cannot be used in the name of the
partnership. If the silent partner enters the
business in an active role (to provide extra fi-
nance for growth), they then become liable as
an active partner.

Partnerships Modernisation Act (Wet
modernisering personenvennootschappen)
Until recently, partnership law in the Nether-
lands was outdated and complicated. This led
to a variety of problems and ambiguity related
to the legal processes. This new legislation is
intended to facilitate legal matters for the en-
trepreneur.



Currently, updates to the legislative process
are still ongoing. Once implemented, the

legal distinction between a VOF (general/
commercial partnership) and maatschap
(partnership) will disappear. Only the term
vennootschap (company or partnership) will
then be used. The legal form commanditaire
vennootschap (limited partnership) will then
exist as such. Under the new legislation, it will
be possible to assign legal personality to the
partnership (personenvennootschap).

BRANCH OR SUBSIDIARY?

Many foreign companies make use of a
subsidiary rather than a branch. The key dif-
ference between these entities is liability. As a
shareholder of a subsidiary, the foreign com-
pany s liability is limited to the extent of its
capital contribution; whereas, if the foreign
company makes use of a branch, it is fully re-
sponsible for all the obligations and liabilities
of the branch.

However, there are advantages to the branch ap-
proach. Namely, a branch does not generally
require the same legal formalities required for
setting up a subsidiary. However, the simplifi-
cation and flexibility of the Dutch limited com-
pany law (as mentioned above) may well di-
minish this advantage.

Another important aspect to consider when
deciding between a branch or a subsidiary in
the Netherlands is the matter of local tax reg-
ulations. The decision of whether to establish a
branch or a subsidiary will be determined
based on the unique circumstances and fac-
tors with respect to that business as such, as
well as Dutch tax regulations and tax treaties.
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For more detailed information on tax
legislation and participations, please refer to
Section 5.

TRUST COMPANY

A trust company is entitled to perform
corporate trust services for payment, such
as the administration and management of

a company that conducts business in the
Netherlands. A trust company can take care
of (required) administrative services, such
as the preparation of annual reports. In
certain instances, the trust company is the
(sole) director of the company for which

it provides the services. A trust company
offers expert guidance to tax beneficial
international structures and opportunities
to foreign legal entities and private persons
for their holding, finance or investment
activities in the Netherlands. A trust

office is subject to authorisation and is
supervised by the Dutch National Bank

(De Nederlandsche Bank).

ACCOUNTING REQUIREMENTS

General

European Union legislation applies for the
preparation and publication of annual re-
ports for companies with the NV and BV
structures, as well as for some other legal
entities. However, the legislation does not
apply to privately owned businesses.

In addition, Dutch tax and company law
provides specific requirements as to the form
and content of the books of account

of business enterprises. Books of account,
together with all underlying documentation,
must be retained for a minimum of seven
years and are liable to inspection by tax

and social security officials. Accounts may
be expressed in foreign currency, and tax re-
turns can also be filed in a foreign currency.
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Accounts

The Dutch Civil code requires that the Board
of Directors prepare and present to the
shareholders within five months after the
balance sheet date. They must present the fol-
lowing information.

The annual report, comprising the balance
sheet and profit and loss account,

with explanatory notes and consolidated fi-
nancial statements of the group.

The directors report, which provides with the
company s state of affairs and information
about the prospects of the company for the
next year.

Additional relevant information, including the
auditors report, certain legal matters
(such as statutory rules concerning result
appropriation), and a statement of post-
balance sheet events that materially affect
the company's financial position.

The Code also requires that within three
months after the compilation of the annual
report, the Board of Directors must arrange a
shareholders meeting, as outlined in the arti-
cles of association.

Publication

The Board of Directors must file a copy

of these accounts in Dutch, English, French
or German with the Trade register of the
Chamber of Commerce within eight days of
the shareholders meeting. If a sharehold-
ers meeting has not taken place, publica-
tion of the unapproved accounts must take
place within twelve months after the bal-
ance sheet date. If the Board of Directors
does not fulfill these requirements in due
time, they may be liable in person for dam-
ages caused by lack of punctuality or other
related issues.

It is important to note that the legal obliga-
tions of small and medium size companies
are more relaxed, especially related to the
publication of an annual report

A company is considered small or medium
sized if it meets two of the three following
criteria during two consecutive financial
years and on a consolidated basis:



MICRO SMALL
Balance sheet < 450.000 450.000 -
total 7,5 min
Turnover net < 900.000 900.000
of VAT 15 min
Average <10 10 50
number of
employees
Filing Summary Summary
balance and balance and
limited notes limited notes

Doing business in the Netherlands

MEDIUM

75 min- 25
min

15min- 50
min
50 250

Limited balance
sheet and pro t

LARGE
> 25 min

> 50 min

> 250

Balance sheet
and pro t&

UBO register

In order to prevent money laundering

and financing of terrorism throughout Europe,
several anti-money laundering directives have
been approved by the Dutch government. Part
of this anti-money laundering policy includes
the introduction of a UBO register, where UBO
stands for the Ultimate Beneficial Owner.

The latest anti-money laundering directive
states that some of the information included
in the UBO register must be made public. In
its judgment of 22 November 2022, however,
the Court of Justice of the European Union
ruled (in response to questions referred for a
preliminary ruling by Luxembourg s highest
court) that the provision contained in the
European anti-money laundering directive
relating to providing public access to the
UBO information had been insufficiently
substantiated and was therefore invalid. In
anticipation of further consultation with

the European Commission, this resulted in

a decision to end public access to the UBO
register, but not the obligation referred to
below to register UBO information.

loss account,
full inclusive
notes, director s
report

& loss account,
notes in full

In the fight against money laundering or
financing of terrorism it is considered
essential to have sight of the ultimate
stakeholder (UBO), being the party that

has the ultimate control or who is entitled
to the results of the corporate body.

The responsibility for investigating the
correct UBO data is laid on the so-called
institution falling under the WWFT (Wet ter
voorkoming van witwassen en financieren
van terrorisme Act to prevent money
laundering and financing of terrorism). This
includes, among others, members of profes-
sions such as auditors, lawyers, tax advisers,
and notaries. The UBO is at all times a physi-
cal person, who can exercise more than 25%
of the voting rights in a corporate body, has
an interest of more than 25%, or has the ac-
tual control over the corporate body. If it is
not possible to identify the UBO by the vot-
ing right or ownership structure, organiza-
tions can register a pseudo-UBO in the per-
son of the management. Direct and indirect
interests must be totaled here.
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Foreign legal entities with only a branch in
the Netherlands are not required to register
UBOs in the Netherlands. They must, how-
ever, be registered in the UBO register of the
EU state in which they are established. The
UBO will then be registered in the commer-
cial register of the Chamber of Commerce. In
the case of international structures, setting
up a UBO can be difficult. Therefore, it is rec-
ommended to consult an adviser on this.

INTELLECTUAL PROPERTY

The Benelux Convention on Intellectual
Property regulates provisions regarding the
registration, use, and protection of
intellectual property (merk- en modelrecht

trademark and model right) in the
Netherlands, Belgium and Luxembourg
and, in cooperation with BIP SXM, also the
trademark registration for Sint Maarten
(part of the Kingdom of the Netherlands).
Intellectual property includes various
forms such as copyright, database right,
trademarks, trademark right, model right,
or patent.

A registered merkrecht (trademark) is
protected for a period of 10 years from the
registration date, and the protection can
be extended by another 10 years. Renewal
must be requested, and all due fees paid.
The rightful owner is entitled to claim
damages for infringement of its rights
(such as the use of the trademark by
another party).

A model is the new appearance of a utility
product. A registered model is protected for
5 years from the registration date onward,
and the protection can be extended by 4
periods of 5 years each, up to a maximum

of 25 years. Renewal will be effective upon
timely settlement of all fees due. The rightful
owner is then entitled to claim damages for
any infringement of its rights (such as the use
of the model or design by another party).

The Council of the European Union created
the European Union trademark as a legal
instrument in EU law and established the
European Union Intellectual Property Office
(EUIPO). The EUIPO (formerly called the
OHIM) has financial, administrative, and legal
autonomy. The result is that this Community
trademark system of the European Union en-
ables the uniform identification of products
and services of enterprises throughout the
European Union. Requiring no more than a
single application to EUIPO, the Community
trade mark has a unitary character in the
sense that it produces the same effects
throughout the Community. The Community
trade mark contains provisions concerning
the registration and use of Community trade-
marks by (legal) persons and the protection
of the rightful owners of such Community
trademarks. The unitary patent for Europe of-
fers protection in all EU member states.
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FINDING A LOCATION

The office market in the Netherlands is very decentralised, meaning that each city has its own
distinct office market. In Amsterdam, the focus is on finance and international trade, with
various agencies playing a significant role. The Hague serves as the national administration
centre, primarily housing the government and public departments. Rotterdam, boasting one
of the world s largest ports, has a traditional focus on insurance and trade within its office
market. Utrecht, centrally located in the heart of the country, specialises in transportation
and domestic commercial services. Lastly, in Eindhoven, office occupiers are closely associ-
ated with industries such as electronics, chemicals, equipment, and energy supply. Rents for
office space differ by region and vary within each region depending on the subsectors and
quality of the location and accommodation. The rent range for the key regions can be found in
the table below.

LOCATION RANGE OF LETTING ASKING PRICES (JAN 2024) EURO/SQ.M./YR
(source NVM)

Amsterdam 125 450

Rotterdam 100 250

The Hague 90 250

Utrecht 90 300

Eindhoven 100 225

TOWN PLANNING

The Netherlands has implemented strict regulations with respect to the development of
offices, retail, industrial, and residential schemes. The municipal system of zoning plans
determines in detail what can and cannot be built. In general, developers are only granted
building permits if their plans fit in with the zoning plans or if an exemption has been
granted. The zoning plans also apply to all redevelopment projects. It is therefore not easy
to change the use of a building without cooperation from local authorities. Municipal ap-
proval is mandatory with respect to zoning plan changes, and procedures for obtaining per-
mits are scheduled according to strict timetables.

It is important to note that it can take several years to obtain approval for complex building
plans in which public authorities have a dominant role.
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LEASE OR BUY

The general practice in the Netherlands is to lease office space: approx. 65% of all office
buildings are owned by investors. Owner-occupier situations are more common in the
industrial real estate market, although this has changed over the past 10 years as

a result of sale-and-lease back transactions. Leasing has advantages such as a positive
impact on the company s cash flow, flexibility, the possibility of off-balance presentation,
and negotiation on incentives with landlords. Lease contracts can be subject to value
added taxes (VAT); which may result in VAT savings in specific situations. Depreciation is
an important consideration with respect to the ownership of real estate, and the tax depre-
ciation on real estate is limited both for BVs and for IB entrepreneurs (natural persons).
Depreciation for tax purposes is exclusively permitted where and in as far as the book
value of the building exceeds the so-called base value. The level of the base value de-
pends on the intended use of the building.

LEASING PRACTICES AND TAXES

Offices and Industrial
Typical lease length Negotiable, but generally 5 years +
auto-renewal for another 5 years
Typical break options Negotiable

Frequency of payment  Negotiable, but generally quarterly in advance

Annual index Linked to consumer price index (CPI; all households)

Rent reviews To market prices only if agreed upon (frequency usually
5 years, by expert panel)

Service charge Varies based on contract

Tax (VAT) 21%, 9% for leases in the hospitality market

Real Estate Transfer tax Change of ownership; 0% or 2% for housing facilities (in
self-occupancy); 10.4% for other real estate

Tax (others) Property tax, water tax, sewer tax
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Landlord and Tenant Responsibilities

The tenant has security of tenure as the
lease automatically renews at expiry, bearing
in mind the notice period. The exception

to this is if the landlord wishes to occupy,
tear down, or redevelop the building. These
conditions are rather strict, and in reality the
landlord s options of terminating the lease
are limited. The following practices also apply:

The tenant pays for internal repairs
and utilities.

The tenant is responsible for insurance
of contents.

The landlord pays for the external and
structural elements of the building.

The landlord is responsible for building
insurance and non-recoverable service
charge items.

The landlord provides property
management services that are not
recoverable through service charges.

More about Taxes

The landlord and the tenant are each partially
responsible for the property tax levied

by the local authority. Each property is
assessed for taxation purposes, known as
onroerende zaak belasting (OZB). The local
government assigns a value for the property,
and that value applies for 1 year. Each year
the authorities collect taxes based on the lo-
cal authorities and a percentage of the value
according to the Immovable Property Act.

Purchase Practices and Taxes

The purchaser is responsible for the so-called
kosten-koper (buyers costs), which means
that the buyer is liable for payment of all ad-
ditional costs. These costs include transfer
taxes (10,4% for offices and industrial build-
ings), notary costs (0.2-0.4%), legal costs
(negotiable), and some minor administration
costs, such as land registration (Kadaster).
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SUBSIDIES AND FINANCING

The Dutch government offers a number

of incentive schemes in various sectors

to support companies in their business
operations. Foreign entrepreneurs who set
up companies in the Netherlands and who
register their companies with the Dutch
Chamber of Commerce can also apply for a
number of incentives.

The most important subsidy agency

in the Netherlands is the Netherlands
Enterprise Agency, RVO (Rijksdienst voor
Ondernemend Nederland), which is part of
the Ministry of Economic Affairs and Climate
and is based in The Hague. The latter
organisation is responsible for the execution
of most of the schemes available in the
Netherlands. In addition, there are also a
number of important regional and provincial
schemes available, as well as a number

of international schemes offered by the
Ministry of Foreign Affairs, the Ministry of
Economic Affairs, and Brussels.

This section outlines several of the schemes
that are currently available. This is not an ex-
haustive list, so it is recommended to contact
a consultant for more detailed information.

MISSION-DRIVEN TOP SECTORS AND
INNOVATION POLICY

The Dutch government has defined 10 Top
Sectors in which the Netherlands seeks to be
strong worldwide and to which the govern-
ment is paying special attention. These sec-
tors are: AgroFood, Horticulture, High Tech,
Energy, Logistics, Creative Industry, Life Sci-
ences, Chemicals, Water, and Dutch Digital
Delta. Additional venture capital and

fiscal support seek to drive more

research and development in companies
and institutions that fall within these sectors.
By driving technological innovation, the Dutch
government aims to achieve a number of goals
related to social challenges such as climate
change, food scarcity and other theme mis-
sions.

To achieve this, each top sector has

signed an innovation contract in a Public
Private Partnership (PPP) with the Dutch
government, setting out the innovation
agenda. Special programs (MIT-programs)
are open for small and medium-sized enter-
prises (SMEs) in each Top Sector for feasibility
studies, research and development, coopera-
tion arrangements, and research vouchers.
Organizations that operate in or have a project
related to a Top Sector are encouraged to con-
tact their adviser about the current subsidy
options.

Dutch Research and Development Act
(WBSO, Wet Bevordering Speur &
Ontwikkeling)

WBSO stands for the Dutch Research and
Development Act. Technological innovation
is extremely important, and the WBSO helps
those looking to renew their technical pro-
cesses or develop new technical products or
software. This is accomplished by tax al-
lowances for research and development ex-
penditure. The WBSO offers a tax benefit for
wage costs and other R&D costs by offsetting
a percentage of the costs against the wage
tax to be deducted in the form of a wage tax

rebate (S&O-afdrachtvermindering R&D re-
bate).



The R&D rebate amount depends on

the total qualifying costs. R&D projects
qualifying for the WBSO can be split into
technical-scientific research (technisch-
wetenschappelijk onderzoek WTO), devel-
opment of a product, and development of a
technically new physical product/production
process/software. There are assessment crite-
ria that apply for different categories of R&D
projects. For pharmacy projects, there is even
a separate list of R&D work eligible for the
WBSO. It is recommended to contact a consul-
tant for the specific options and qualifying
criteria.

Starting in 2024, for the first tranche of
350,000 the rebate is 32%, with a 16% rebate
on higher amounts. For start-up entrepreneurs
with a personal enterprise, the rebate is 40%
of the first 350,000. For these rebates, the
application period ranges from 3-12 months.
Applications must be submitted online

and at least 1 month before the start of the

—— =
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application period. However, for enterprises
with personnel the application can be
submitted up to the day before the start of
the application period.

Innovation Box

The innovation box provides a special tax
regime for innovation profits to stimulate
R&D activities. This regime is explained in de-
tail under section 5.

REGIONAL SUBSIDIES

Under the European EFRD (European Fund
for Regional Development) programme,
different regions in the Netherlands can main-
tain their own incentive policy. Within this
programme, the focus lies in subsidising
projects on innovation and research, digital

agenda, SME support, and creating a low-car-
bon economy.
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INVESTMENTS

MIA (Milieu Investerings Aftrek)
(Environmental Investment Deduction
Scheme)

The purpose of the Environmental
Investment Deduction scheme (MIA) is to
stimulate investment in environmentally-
friendly capital equipment in fields such
as the circular economy, agriculture and hor-
ticulture, mobility, sustainable buildings, and
climate and air. Companies that invest in the
environment are entitled to additional tax de-
ductions at a percentage of their investment
cost. The total amount of environmental in-
vestments that are eligible for MIA per enter-
prise and/or operating asset is a minimum of
2,500 and a maximum of 25 million per
calendar year. For some categories of capital
equipment, a maximum of 50 million ap-
plies. Depending on the type of investment,
45%/36%/27% (2024) of the investment
amount for which an MIA declaration has
been received can be deducted from the tax-
able profit. The Environment Investment De-
duction scheme is only available for capital
equipment listed in the Environment List
2024 (Milieulijst 2024), which is updated on
an annual basis.

EIA (Energie Investerings Aftrek) (Energy
Investment Deduction Scheme)

The purpose of the Energy Investment
Deduction scheme (EIA) is to stimulate
investment in energy-saving technology
and sustainable energy, i.e. so-called
energy investments. Companies that invest
in the energy industry are entitled to
additional tax deductions at a percentage
of their investment cost. The total amount
of energy investments per enterprise
that are eligible for EIA is a minimum of
2,500 and a maximum of 149 million
(up from 136 million in 2023) per calendar
year.

In 2024, 40% of the investment amount

for which an EIA declaration has been
received can be deducted from the taxable
profit. The energy investment deduction

is only available for capital equipment

that complies with the specified energy
performance requirements. The energy
performance requirements and the capital
equipment that are subject to the energy
investment deduction are provided in the En-
ergy List 2024 (Energielijst 2024), which

is updated on an annual basis.

KleinschaligheidsinvesteringsAftrek (Small-
scale Investment Deduction)

The Small-scale Investment Deduction
allows entrepreneurs to deduct a portion

of their investments in capital equipment in
the year they incur a payment obligation.
This deduction applies to investments
between 2,801 and 387,580 in 2024. The
investment deduction can be applied in the
year the investment is made. If the company
does not intend to use the capital equipment
in the year in which the investment is made,
then part of the investment deduction may
sometimes be carried forward to the next
year.

FINANCE

BMKB (Borgstelling MKB Kredieten) (Credit
Guarantee Scheme for SMEs)

The Credit Guarantee Scheme for SMEs
(BMKB) serves to stimulate credit provisions
to small and medium-size enterprises (SMEs,
or MKB in Dutch) by guaranteeing banks a por-
tion of the credited amount. This scheme is de-
signed for companies with a maximum of
250 employees (FTE) with annual turnover up
to 50 million, or a balance sheet total up to

43 million. This category includes most pro-
fessional entrepreneurs. If the entrepreneur
is unable to provide the bank with sufficient
security or collateral to secure a loan, the
bank can appeal to
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the BMKB for the necessary guarantees. Other Financial Schemes
The government will then, under certain
conditions, guarantee up to 90% of the
amount under this scheme. This reduces the
bank s risk exposure and increases the
creditworthiness of the entrepreneur.
Start-ups and innovative companies can
then profit from additional favourable con-
ditions. This scheme has now been made
even more favourable for sustainability-re-

The Dutch government also offers the busi-
ness community an extensive range of finan-
cial schemes to enable organizations to con-
vert ideas into profitable products, processes,
and services more easily and quickly. There are
various financial instruments that are avail-
able for innovation to finance rapidly growing
innovative enterprises both small and large.

lated investments (so-called green invest- Contact your consultant for detailed
ments) by SMEs. To qualify, these invest- information on the current subsidies and
ments must fall under the aforementioned financing options.

EIA list. The property management, insur-
ance and finance companies, publicly in-
sured care, agriculture, horticulture and
fisheries sectors are excluded from this
scheme as sector-specific schemes have
been established for those companies.

GO (Garantie Ondernemingsfinanciering)
(Corporate Credit Guarantee)

The Corporate Credit Guarantee enables large
and medium companies to borrow large
amounts more easily. Here, financiers who
provide capital get a 50% guarantee from the
government. The maximum term of the guar-
antee is 8 years. Companies are only eligible
for this scheme if they are established in the
Netherlands and if the business activities
take place mainly within the Netherlands.
Companies can borrow amounts ranging from
1.5 to 150 million. Temporary enhancements

related to the COVID pandemic have also been
established for this scheme.
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TAX LEGISLATION

The tax system in any given country is invariably an important criterion when deciding on a
country of incorporation. The view taken by the Dutch government is that the tax system
should under no circumstances act as an impediment for companies wishing to incorporate in
the Netherlands. In addition, the Netherlands has also signed tax treaties with many other
countries to prevent the occurrence of double taxation. At the same time, the nation's vast net-
work of tax treaties offers instruments for international tax planning.

In this context, it is possible to obtain advance certainty regarding the fiscal qualification of
international corporate structures in the form of so-called Advance Tax Rulings (ATR) / Ad-
vanced Pricing Arrangements (APA). The present Dutch ruling policy is still primarily aimed at
making agreements in advance with companies who make a considerable contribution to the

national economy (so-called economic nexus presence) with an establishment
in the Netherlands that is not primarily established for tax reasons.

subsidiary

The following are a few of the benefits
offered by the Dutch tax system:

The Netherlands does not charge
withholding tax on interest and royalties,
except for payments to low-taxation
countries and in situations of abuse.

In most cases all profits that the Dutch par-
ent company receives from foreign sub-
sidiaries are exempted from tax in the
Netherlands (participation exemption).

The Netherlands offers attractive tax-free
compensation in the form of the 30%
rule for some foreign personnel who are
temporarily employed in the Netherlands.

The Netherlands maintains a highly competi-
tive system of rates for tax on profits.

However, it should be noted that the

fiscally attractive establishment climate in
the Netherlands does have downsides, namely
because it can be abused to avoid taxation.
As a result of international and national politi-
cal pressure, the Dutch government is

branch or

currently working to tackle companies and in-
dividuals that have set up or wish to set up in
the Netherlands for the sole purpose of tax
avoidance. In addition to the introduction of
various European anti-avoidance laws, a Con-
trolled Foreign Corporation regime has been
introduced with effect from 2019 to fight tax
avoidance. It is also no longer possible to
agree to an ATR/APA with the Tax Authorities
where transactions are involved that relate

to companies established in countries
included in the Dutch list of low tax
countries or the EU list of non-cooperative
jurisdictions for tax purposes. Low tax
countries are defined as countries with anin-
come tax rate of less than 9%. In the fight
against undesirable tax evasion and as a re-
sult of European legislation enacted 1 January
2021, Mandatory Disclosure Rules apply for
taxpayers and their consultants. The most im-
portant anti-tax avoidance measures are cov-
ered below.



As much as possible, the Dutch government
wants the country's fiscal establishment

to serve businesses with a realistic economic
presence and impact in the Netherlands.

The Dutch tax system can be divided into
taxes based on income, profit and assets,
and cost price increasing taxes.

CORPORATE INCOME TAX

Corporate income tax (CIT) is charged to
legal entities of which the capital is partially
or fully divided into shares, such as the NV
and BV. Companies based in the Netherlands
are taxed on the basis of their local revenues.
Whether a company is considered based in
the Netherlands for tax purposes (resident
companies) depends on factual circum-
stances, including where the actual manage-
ment is located, the head office s location,
and where the Annual General Meeting of
shareholders is held. Entities incorporated
under Dutch law are deemed to be estab-
lished in the Netherlands. Resident compa-
nies are generally subject to Dutch corporate
income tax for any profits received worldwide
as well. Non-resident companies may also be
subject to Dutch corporate income tax

on income sources from the Netherlands.
Further information on this is provided later in
this section.

Doing business in the Netherlands

Non-Resident Companies

Non-resident companies may be subject to
corporate income tax in the Netherlands on
Dutch-source income. A non-resident com-
pany receives Dutch-source income in three
ways.

The first case is if a non-resident company op-
erates in the Netherlands through a Dutch
permanent establishment or permanent rep-
resentative. Here, the determination of tax-
able profits of a permanent establishment/
representative is similar to the rules applica-
ble to a subsidiary. Second, Dutchsource in-
come may arise if a non-resident company
holds a so-called substantial interest repre-
senting at least 5% of the shares in a com-
pany established in the Netherlands. This tax
applies to dividend income and capital gains
derived from its Dutch subsidiary. This is pro-
vided that the main purpose of holding the
substantial interest is to avoid the levying of
Dutch personal income tax at the (in)direct
shareholder level and there is an artificial ar-
rangement or a series of artificial arrange-
ments which are not put in place for valid
commercial reasons.

Moreover, non-resident companies

may be liable to corporate income tax

on remuneration received for formal
directorship of companies residing in the
Netherlands, as well as for fees received for
executive management services. Typically,
taxation rights for these remunerations are
allocated to the non-resident company s
country of residence under a tax treaty.
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Tax Base and Rates

Corporate income tax (CIT) is charged on the taxable profits earned by a company in any
given year less the deductible losses. Please refer to the following table for the applicable

2024 corporate income tax rates:

PROFIT GREATER THAN
- 200,000
More than € 200,000

Dutch Loss Settlement Rules

The Dutch loss settlement rules have been
changed with effect from 1 January 2022.
Offsettable losses can be carried forward in-
definitely to the extent that the taxable profit
for ayearis 1 million or less. When a taxable
profit of a year exceeds 1 million, only 50%
of that taxable profit can be used to offset
losses from previous years. The term for carry
back remains limited to one year.

For financial years up to and including
2018, losses incurred in any given year can
be set against the taxable profits of the pre-
vious year and the 9 subsequent years. As
of 2019, the carry forward is reduced to 6
years. Part of this reduction is the introduc-
tion of a transitional measure from which
the losses of 2019 and 2020 can be used
before losses incurred in 2017 and 2018.

It is worth noting that company profits must
be determined on the basis of sound commer-
cial practice and on the basis of a consistent
operational pattern. This means, among other
things, that unrealised profits do not need to
be taken into consideration. Losses, on the
other hand, may be taken into account as soon
as possible. The system of valuation, deprecia-
tion, and reservation that has been chosen
must be fiscally acceptable and, once ap-
proved, must be applied

PROFIT UP TO AND INCLUDING RATE

19%
25.8%

consistently. The tax authorities will not
subsequently accept random movements of
assets and liabilities.

As a general rule, all business expenses are
deductible when determining corporate prof-
its. There are, however, a number of restric-
tions with respect to what qualifies as busi-
ness expenses.

Valuation of Work and Orders in Progress

In work and/or orders in progress, profit tak-
ing may not be postponed. Work in progress
should be valued at the portion of the agreed
payment attributable to the work in progress
already carried out. The same applies for or-
ders in progress.

Arm’s Length Principle

The Dutch corporate income tax legislation
includes an article stating that national and
foreign related companies are entitled to
charge one another commercial prices for mu-
tual transactions. This is, however, subject to
an obligation to keep due documentation of
all relevant transactions. This enables the
Dutch tax authorities to determine whether
the transaction between the applicable re-
lated companies are conducted based on mar-
ket prices and conditions. It is possible to ob-
tain prior assurance of the fiscal acceptability
of the



internal transaction with the use of the so-
called Advance Pricing Agreement .

Limited Depreciation on Buildings

The annual depreciation is deductible from
the annual profits from business operations.
The taxpayer is entitled to depreciate the
building until the book value has reached
the so-called base value. The base value

is determined with reference to the WOZ
value ( Wet waardering onroerende zaken or
Real Estate Valuation Regulations). The base
value is equivalent to the WOZ value . Based
on the latter regulations, the value of a build-
ing for tax purposes is determined, to the
greatest extent possible, on the basis of its
value in the economic environment. As of
2019, the tax base value for buildings used as
investments and owner-occupied buildings
is 100% of the WOZ value. Prior to 2019,
owner-occupied buildings had a tax base
value of 50% of the WOZ value.

There is a transitional ruling for buildings
taken into use before 2019 and which

have not yet been written down over

3 full financial years before 2019. In this case,
for the remaining period a building in own
use can be written down on the basis of

50% of the WOZ. This further restriction in
writing down does not apply as of 2019

for the entrepreneurs/natural persons
discussed above.

Arbitrary Depreciation

In the Netherlands, the rule is that no

more than 20% per year of acquisition

or production costs may be depreciated
on operating assets, aside from 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.

Doing business in the Netherlands

Innovatiebox (Innovation box)

Companies that have developed intangible
assets (an invention or technical application)
can deduct the development costs from

the company s annual profits in the year

in which the asset was developed. The
innovation box as a facility is, in principle,
now only open to enterprises with actual
economic activities in the Netherlands.

The intention here is to only grant tax subsi-
dies for innovations developed in the Nether-
lands. The innovation box benefits are then
determined via a ratio between qualifying
and non-qualifying innovation expenditure
(nexus break). Only intangible fixed assets
produced by the enterprise itself can

qualify for the innovation box. Purchased
intangible fixed assets do not qualify, except
for a purchased intangible asset that is

then developed further. It may again qualify if
the further development results in a new in-
tangible asset.

Under these rules, access to the innovation
box is only open to intangible assets for
which a so-called R&D declaration has been
issued by the Netherlands Enterprise Agency
(RVO). Holding a patent is insufficient for
the company s option to place the benefits
in the so-called innovation box.

Furthermore, for access to the innovation
box a distinction is made between small
and bigger taxpayers. Bigger taxpayers

are defined as those with a consolidated group
turnover of more than 250 million in the fi-
nancial year in which the innovation box is
used plus the four previous financial years,
and turnover from intangible fixed assets of
more than 37.5 million in this five-year pe-
riod. In addition to an R&D declaration, these
organizations must have a recognised

legal access ticket. This includes among
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other things, patents, rights similar to
patents such as utility models, cultivator
rights, drugs and software. Intangible assets
that relate to biological crop protection
products based on live (micro-)organisms
may also qualify for the innovation box.
These stricter access requirements of a
recognised legal access ticket do not apply
for smaller qualifying enterprises as such.

The rate for corporation tax for innovative
activities amounts to 9% (2024). Losses on
innovative activities can now be deducted at
the normal corporate income tax rate. The
outsourcing of R&D work is also possible if
the principal has sufficient activities and
knowledge present. It is also possible to in-
clude innovation advantages obtained be-
tween the application for a patent and the
granting of a patent in the innovation box.
There is no applied maximum to the profit
taxed at the special rate of 9%.

Companies have the option to declare an in-
novation box benefit equal to 25% of the
company s total profit instead of complex
profit allocation to the qualifying intangible
asset(s). The benefit is however limited to a
maximum of 25,000. The option is valid in
the investment year and in the subsequent

2 years.

A number of additional technical and
administrative conditions must however

be fulfilled to qualify for the aforementioned
tax benefits. The innovation box does not ap-
ply to brands, logos, TV formats, copyrights
on software and so on. The choice must be
specified in the corporate income tax decla-
ration.

Participation exemption

The participation exemption, also known as
the substantial holding exemption, is one

of the main pillars of corporate income tax. It
is designed to prevent double taxation and
aims to facilitate tax-free profit distribution
between group companies.

A participation refers to a situation where
a company (the parent company) is the
owner of at least 5% of the nominal paid-in
capital of a company that is based either in
the Netherlands or abroad (the subsidiary).
A cooperative membership qualifies as
well, regardless of its share in the coopera-
tive s capital.

Under the participation exemption, all
benefits derived from the participation are
tax exempt. Benefits include dividends, reval-
uations, profits and losses on the sale

of the participation and acquisition, and























































































































