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Tax Alert 
Issue: 
The Dutch Cabinet has agreed to proposals for reductions in corporation taxes, 
dividend withholding taxes and personal income taxes.  In addition, the 
Netherlands are introducing special regimes for royalties and group interest.  The 
proposals are expected to improve the attractiveness of investing in the 
Netherlands. 
 
Affecting: 
All U.S. persons doing business in the Netherlands. 
 

Details: 
The Dutch Cabinet has proposed to change its tax laws as follows: 
 

 Reduction of the maximum corporation tax rate from 29.6% to 25%; 
 Reduction in the corporation tax rate for the first EUR 22,689 of profits 

from 25.5% to 20%; 
 Special tax rate of 5% for interest income; 
 Introduction of a “royalty box” in which qualifying royalty income will be 

taxed at 15%; 
 Reduction of dividend withholding taxes from 25% to 15%.  It should be 

noted that the Undersecretary of Finance had mentioned, on an earlier 
occasion, that dividend withholding tax might be abolished entirely over 
time. 

 Exemption of 9% of business profits generated by small unincorporated 
businesses.  This would lower the effective tax on such business profits 
from 52% to a maximum of 47.3%. 

 
However, the loss carry forward for corporations, which is currently unlimited, 
would be limited to 9 years and the loss carry back would be reduced from 3 years 
to 1 year.  In addition, depreciation on investment real estate will no longer be 
possible if the book value exceeds the fair market value.  Real estate used for 
business purposes can be depreciated up to 50% of the fair market value. 
 
 
 
 

 

The Tax Practice at BDO Seidman, 
LLP is among the largest tax advisory 
practices in the U.S.  With more than 
30 offices and 250 independent 
alliance firm locations in the United 
States, BDO Seidman has the bench 
strength and coverage to serve you.   
 
As a Member Firm of BDO 
International, BDO Seidman, LLP 
serves multi-national clients by 
leveraging a global network of 
resources comprised of more than 600 
member firm offices in 105 countries. 
BDO International is a worldwide 
network of public accounting firms, 
called BDO Member Firms, serving 
international clients. Each BDO 
Member Firm is an independent legal 
entity in its own country. 
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Parliamentary debates are expected to commence soon.  The government hopes 
that its proposals can enter into force on January 1, 2007.  During the course of the 
Parliamentary debates, the proposals may change and more detail will be available 
then. 
 
How BDO can help: 
The proposed reduction of taxes presents a great opportunity for Dutch 
corporations and current and future investors.  BDO Seidman, LLP and BDO 
CampsObers, BDO International’s Member Firm, can assist with your tax 
planning. 
 
 

Material discussed is meant to provide general information and should not be 
acted on without professional advice tailored to your firm's individual needs. 
 
The information in this newsletter is for general guidance only and is not a 
substitute for professional advice. The BDO Member Firms accept no 
responsibility for any actions taken or not taken on the basis of the information 
in this newsletter. 
 
To ensure compliance with Treasury Department regulations, we wish to 
inform you that any tax advice that may be contained in this communication 
(including any attachments) is not intended or written to be used, and cannot 
be used, for the purpose of (i) avoiding tax-related penalties under the Internal 
Revenue Code or applicable state o local tax law provisions or (ii) promoting, 
marketing or recommending to another party any tax-related matters addressed 
herein. 
 


