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2024 Tax Package - Highlights

Today, the government’s budget plans for the coming year were released in public. The budget plans
contain the details of the Tax Package 2024.

The Tax Package 2024 contains some important amendments and plans for the Dutch tax acts. Some
of the amendments have been postponed since the Dutch government is currently in a caretaker
position. Besides, a number of amendments were already announced and have been driven by global
and/or European tax reforms.

Below you will find a summary of the most notable items in the Tax Package 2024 that are relevant
for Dutch subsidiaries of Japanese MNC's. Please note that the House of Representatives and the
Senate have to approve these changes, before implementation, and that the proposals may be
changed in the legislative process. If not explicitly mentioned otherwise, below measures will be
applicable for financial years starting on or after 1 January 2024.

Corporate tax

Changes to Dutch tax qualification of open CVs and foreign incorporated entities

Introduction

The plans include changes to the Dutch tax qualification of open CVs and foreign incorporated entities.
These measures aim at reducing qualification conflicts. Where ATAD2 countered the tax effects of
qualification mismatches, this legal proposal aims to counter qualification conflicts as such. The proposed
amendments affect the tax laws where the qualification of legal forms is relevant (e.g., personal income tax,
corporate income tax, dividend withholding tax and conditional withholding tax).

Dutch open CVs

It is proposed that the non-transparent Dutch limited (liability) partnership (‘open commanditaire
vennootschap’ or open CV) will cease to exist for Dutch tax purposes, by removing the ‘unanimous consent
requirement’. As a result, a Dutch CV will be classified as transparent for Dutch tax purposes.

As a result of the potential change in qualification of the Dutch open CV (qualifying as transparent), they will
be deemed to have disposed of all assets and liabilities to their participants at fair market value and to have
ceased all their activities in the Netherlands. All hidden reserves, tax reserves and goodwill will
automatically be subject to a final settlement. Also participants in the open CV or mutual fund are deemed
to have disposed of their certificates of participation and loans receivable at fair market value.

A transitional regime offers the possibility of using certain tax facilities to defer (immediate) taxation. The
regime provides for certain conditional facilities.

Foreign incorporated entities

Foreign entities are qualified as transparent or non-transparent based on an analogy with the tax treatment
of a comparable Dutch legal form (legal form comparison method). For application of the method the
changed qualification of Dutch open CVs is also of relevance. It is proposed to codify this method in various
tax laws. Additionally, two methods for the Dutch tax qualification of foreign legal entities in specific
circumstances are proposed: the fixed method and the symmetrical method. These two methods only apply
to foreign entities with a legal form that is not comparable to a Dutch legal form.




The fixed method will be used if such an entity is incorporated or set up under foreign law and is
established in the Netherlands. In that situation, the entity is always considered a domestic taxpayer for
Dutch corporate income tax purposes.

The symmetrical method provides a solution for situations in which such an entity is incorporated or set up
under foreign law and is established abroad. This foreign entity is considered non-transparent for Dutch tax
purposes if that foreign entity is independently taxable under the tax laws of a state that treats that entity
as a resident. Foreign entities without a comparable Dutch legal form that are not considered
independently taxable under the symmetric method are considered transparent for Dutch tax purposes.

Expected timing
Effectively, the new rules are envisaged to enter into force on 1 January 2025. The proposed transitional
law (including deferral possibilities) should apply for the period 1 January 2024 through 31 December 2024.

Measures to strengthen the approach to combat dividend stripping

The proposal contains measures to strengthen the approach to combat dividend stripping as from 1 January
2024. Dividend stripping occurs when the legal and beneficial entitlement to dividends is split to achieve a
dividend withholding tax benefit. To combat dividend stripping, the burden of proof is adjusted with regard
to the beneficial ownership of the proceeds. In this respect, the proposal contains an efficiency margin. In
addition, the bill gives a further clarification of the concept of 'a combination of transactions in affiliated
relationships'. Moreover, the registration date will be codified for certain shares by establishing who, on a
given registration date, is entitled to a set-off, exemption or refund of withheld dividend withholding tax.
The proposed amendments will be included in the personal income tax act, the corporate income tax act
and the dividend withholding tax act. In the proposal it is indicated that further research will be conducted
to design alternative measures to combat dividend stripping.

Other measures

The percentage of energy investment deduction (EIA) will be lowered from 45.5% to 40%. In
addition, it is proposed to extend the EIA, the environment investment deduction (MIA) and
arbitrary amortization for environmental assets (Vamil) until 31 December 2028.

The minimum capital rule for banks and insurers which entails a interest deduction limitation if
the payables exceed a certain percentage of the total assets of the entity will be adjusted; The
adjustments contain an exception for interest costs to group companies and an increase of the
minimum capital percentage from 9 until 10.6% to achieve a budget neutral effect.

The partial foreign tax liability under the Dutch personal income tax regime for which expats can
opt, will be evaluated in 2024.

The payment discount on provisional personal income tax assessments will be abolished.
Updates on the implementation of Pillar Two legislation have not (yet) been published in the
2024 Tax Package.
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