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2022 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 2022.

The Tax Package 2022 contains some important amendments and plans for the
Dutch tax acts. Some of the amendments have been postponed since the cabinet
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
2022 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 2022.

Corporate tax
Corporate tax rate 2022

The current Dutch corporate tax rate is 25%, with a step-up rate of 15% for the
first EUR 245,000 of taxable profits. As from 2022, the first bracket to which the
15% tax rate applies will be extended to a taxable amount of EUR 395,000

Countering mismatches in application of arm’s length
principle

The proposal aims to combat avoidance of (Dutch) corporate income tax (“"CIT”)
through international interpretation differences on the arm’s length principle. The
proposal entails that a downward profit adjustment may only be taken into
account insofar it is offset by a corresponding upward adjustment in taxation of
the other party’s profit.

The same mechanism applies if an asset is acquired from an affiliated entity. In
case an asset is transferred to a Dutch taxpayer by an affiliated entity, whereby
the transferor would take into account a lower value than the fair market value of
the asset in its tax base, the new provision would require the Dutch taxpayer
take into account that lower value as the appropriate value for Dutch CIT
purposes (and hence a lower basis for depreciation). For the purpose of this rule,
‘assets’ may include both operational business assets as well as receivables. A
similar rule is provided for debts. Similar rules have been introduced for
situations where the Dutch taxpayer receives the assets via a formal capital
contribution or dividend distribution (including liquidation proceeds and
repayments of share capital).




The proposed rules are intended to apply for financial years starting on or after 1
January 2022. Only in relation to the limitation of the depreciation base
(paragraph above), the rules can have retroactive effect under the following
conditions:

the Dutch taxpayer received an asset from an affiliated entity in the period
from 1 July 2019 and 1 January 2022;

there is still a basis for depreciation at the beginning of the first financial
year starting on or after 1 January 2022; and

the asset would have been valued at a lower amount if the new rules had
been applied.

If those conditions are met the depreciation on the asset will be calculated based
on the value the asset which would have been accounted for at the time of the
transfer if the proposed rule would have been applicable at that time; or

the book value of the asset at the time immediately before the first financial year
starting on or after 1 January 2022 (whatever value is lower). This only affects
the amount that is allowed for depreciation, it does not affect the tax book value
of the asset concerned.

Broadened scope of the ATADZ2 rules

The ATAD?2 rules that are effective since 1 January 2020 in principle apply to
hybrid mismatches between the Dutch taxpayer and a related entity. It is
envisaged to broaden the scope in conformity with the definition of associated
enterprises within ATAD. In the future the rules will also apply if a hybrid
mismatch arises between a Dutch taxpayer and a related individual.

Changes in the Dutch conditional interest and royalty
withholding tax act

Technical amendments to the DCWHTA will be inserted in the proposal during the
parliamentary process and of which an amendment of the permanent
establishment concept is the most important one.

The permanent establishment amendment has as a result that withholding taxes
will also be levied on interest and royalty payments to entities in low-tax or non-
cooperative jurisdictions, to the extent that these are attributable to specific
Dutch sources such as real estate located in the Netherlands.

Restriction to credit dividend withholding tax for portfolio
corporate shareholders

The tax plan contains measure that limits the possibilities to credit dividend
withholding tax against the corporate tax due by resident portfolio shareholders
to the amount of corporate tax before the credit of dividend withholding tax.

The limitation is only applicable to taxpayers that are not in a position in which
corporate tax is due or are in a position in which tax is due, but the amount
concerned is lower than the withholding tax credit and have a shareholding of
less than 5% in a Dutch resident entity for the dividend withholding tax.

Uncredited dividend withholding tax can be carried forward without time
restrictions.




Other measures

Simultaneously with the Dutch Tax Budget 2022, a law proposal has been
launched to adjust the tax legislation on employee stock options as per 1
January 2022. The legislation entails a delay in the moment of taxation when
the shares obtained upon exercise of the stock option are not tradeable yet.

As of 1 January 2022, taxation is deferred until the shares can be traded.
The deferral is a maximum of 5 years (exceptions apply) after the shares
have been obtained for listed companies, or 5 years after the IPO for initially
non-listed companies.

For zero emission company cars, the addition percentage applicable to the
listed price will be 6% over EUR 35,000 as from 2022. Over the excess, 22%
is applied. For 2023, the 6% is applied over EUR 30,000.

Employers can within the framework of the working costs regulation, provide
a tax free allowance of EUR 2 per day for compensating certain home office
costs borne by employees.

The Environmental Investment Deduction percentages for qualifying
investments will be increased

The Netherlands will, under the proposed rule, simplify the administrative
procedure under the E-commerce rules for corrections of a VAT notification
(eg. Negative VAT notification).

Should you have any further questions regarding the subjects discussed in this Tax Alert,
please do not hesitate to contact Han Kalfsbeek(HKalfsbeek@deloitte.nl), Taik Fuchten

) or Stefanie de Pater (SdePater@deloitte.nl). If you wish to discuss
this Tax Alert with a Japanese speaking professional, please contact Alan
Chalhoub(alchalhoub@deloitte.nl), Noe Haruna (HNoe@deloitte.nl) or Taichi Murakami
(taimurakami@deloitte.nl).
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