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Why the Netherlands?

— The “Gateway to Europe”
— Dutch economy has a strong international focus

— The Netherlands has one of the EU’s most dynamic centers of trade and
industry

— It has a central geographical position and excellent infrastructure and logistical
services

— Attractive investment climate (i.e Tax treaties / Bileteral Investment Treaties)
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Importing Goods into the EU

— the EU is a customs union of | NEsrny
28 member states:
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— One common border, no
border crossings between
member states.
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Importation into the EU - general

— Customs duties:

— levied only once in EU;

— (in principle) no refund;

—amount = customs value - customs duty rate
— Customs duty rate depends on:

— classification;

— origin;

— valuation.
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Customs — Key aspects
EU customs union - Key aspects:

— Customs legislation is harmonized and directly applicable in all EU
Member States;

— Details implemented locally:

— Differences in application locally (e.g. rulings for customs
valuation and classification).
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UCC (United Customs Code)

— Planned to become applicable on May 1, 2016 and will replace the
current Community Customs Code (CCC):

— Some IT solutions actually will become applicable in 2020

— New rules require significant IT related investments

— Phased implementation is inevitable

— Difficult political process results in ongoing negotiations re UCC;

— Changes to the currect state of the UCC are most likely to be expected

— Implementing Acts (IA) and Delegeting Acts (DA) are still working
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UCC — Key points of attention for Asian companies (i)

— Authorised Economic Operator (AEO)

— To use certain customs simplifications, the AEO Certificate (Customs
simplification) becomes mandatory

— Mutual recognition of security certifications
— Japan and US are recognized

— Other countries (XXX) will be added to this list
— First Sale for Export rule
- Transaction value as basis to determine customs value

- Unclear if first or earlier sale for export still allowed for customs value

— In the most recent draft of the MCCIC the transaction value is based on the last
sale for export will more reflect the substance of the entire transaction

— “Sunset-clause” until December 31st, 2017.
— Alternative: change the declarant, rather than the transaction!
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UCC — Key points of attention for Asian companies (ii)

Royalty payments will be dutiable:

—If they relate to the goods, i.e. can be considered “embodied in the
goods”; and

—the payments are a “condition for sale”:

(a) the seller or person related to the seller requires the buyer to
make this payment; and/or

(b) the payment by the buyer is made to satisfy an obligation of the
seller, in accordance with contractual obligations; and/or

(c) the goods cannot be sold to, or purchased by the buyer without
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UCC - 77 HXEIZESTEELA (ii)
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VAT in the EU

— EU VAT is levied in all EU member states on
the basis of same principles.

— However, the national provisions can differ
from member state to member state
(disparities).

— VAT is levied over the output of VAT
entrepreneurs. They are (in priciple) entitled
to deduct VAT on their input.

— As a result they are effectively taxed over
their added value.
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VAT on importation

— On importation also VAT is levied. Anybody can pay the VAT on

importation. However, only the VAT entrepreneur for whom the goods

are destined is entitled to deduct this VAT as input VAT,

— In the Netherlands a practical approach is taken:

— A license can be obtained to levy VAT not at the border, but
through the periodical VAT return.

— In the same VAT return the same amount of VAT can be
deducted as input VAT,
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Establishing European Operations: Using the Netherlands in Tax Structuring
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VAT in the EU

— Although EU VAT is levied on W ]
basis of EU principles and there Froduyans o
are formerly no borders between HLZ;ZL;JW L"L
the EU member states, there is no Eitarden

VAT union;

— If goods are transferred to another
EU member state, for VAT
purposes they leave one
jurisdiction and enter another;

— The goods must be cleared from
VAT from the member state of the
consignor (0% VAT) and subjected
to VAT of the member state of the
consignee (intra-Community
transaction / ICS-ICA)
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VAT - Central Import

Non-EU

Import

NL

»
>

|IC transaction Domestic supply

____________________________________________________________________________________________________

Germany Other EU member states

- Only one VAT registration required
- Cash-flow advantage: import VAT reported through VAT return by applying import VAT relief
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VAT Rate?

Aren’t Pringles potato chips (crisps)?

— Manufacturer: No (0%)

— “Mouth melt taste... uniform color...
regular shape not found in nature...”

— HMRC/VAT Tribunal — Yes (20%)
— High Court — No: insufficient potato
content in the potato chip

— Court of Appeal — Yes
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Compliance is Key!

Compliance is essential aspect of EU VAT:

—Timely applying for VAT registrations in all EU member states where
activities are performed;

—Valid VAT Invoices — they form the basis for the right to deduct input
VAT!

—VAT compliant administration, including the required evidence for
application reduced rates, zero rates and VAT exemptions (periodically
check VAT id no’s; transportation documents, etc)+

—Filing of local VAT returns and timely payment of VAT to local Tax
Authorities;

—Claiming VAT refunds in accordance with local formalities and time
limits
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Attractive Fiscal Climate (i)

— The Dutch Tax Authorities and the Dutch Customs Authorities are very
accessible and cooperative;

— The Netherlands has clear, transparant and concise procedures;

— Compared with other EU Member States, the Dutch VAT legislation provides a
highly benificial approach towards the negative impact on the cash-flow
position of importes of goods in to the EU. There is a possibility to defer the
levying of custom duties, VAT and exice duties which may present a cash flow
advantage;

— The importance of customs procedures for the logistical infrastructure of the
Netherlands is well recognized by the Dutch Customs Authorities;

— Dutch Customs Authorities offers the possibility to apply for a ruling for custom
rulings with regard to 1) valuation purposes 2) customs classification (Binding
Tariff Informations; BTI’s) and 3) Binding origin information (BOI) specifying
the origin of the product.
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Attractive Fiscal Climate (ii)

— Due to the attractive investment climate (tax rules, infrastructure, living
environment, etc.) and the gateway function to Europe many
multinationals have established their EMEA headquarters and other
operating activities in the Netherlands.

— Several structures can be used to lower the Effective Tax Rate (ETR)
on the income attributable to these operations to 5-10%.

— A special inspector for new investments is competent to issue these
favorable rulings. These can be obtained well before the final
iInvestment decision is made.

— In addition many companies use the Dutch treaty network for
operations in countries without such treaties.
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Why many international companies use the
Netherlands for their European HQ?
— Full Participation exemption for dividends and capital gains

— 0% dividend withholding tax rate in tax treaty or use of Coop for 0%
dividend withholding tax

— No interest or royalty withholding tax
— Access to all European Directives

— Advance tax ruling policy provides for advance confirmation on tax
treatment or transfer pricing

— Correspondence with tax authorities often in English
— Low ETR for new operations in the Netherlands available
— 30% ruling for expatriates
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The Netherlands: Tax Treaties with a large
number of countries (i)
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The Netherlands: Tax Treaties with a large
number of countries (ii)

— New treaties into force as per January 1, 2012:
— Japan
— Switzerland
— Hong Kong
— Oman
— Panama
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The Netherlands: BITs with a large number of
countries

43



| R E 7€ (BIT) Z#Hi5

44



Bilateral Investment Treaties (BITs)

— BITs are meant to provide protection to investors from the other treaty country

— In particular, BITs provide for:
— Compensation in case of expropriation
— Fair and equitable treatment
— No arbitrary or discriminatory treatment
— Often “umbrella clauses”
— Dutch BITs attractive because they generally include:
— Direct access to international arbitration (ICSID in Washington)
— Protection in case of indirect investments

— Not all BITs are the same, check which BIT is the best in a

— Do th ney work? YeS see ExxonMobile vs Vene

articular situation

a pa
BIT)
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