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Dear ladies and gentlemen, 

Let me start by thanking you for the invitation to participate in this hearing and for the 

introductory words of your Chair. To follow up on the latter, I am Bernard ter Haar, I have been 

working as an economist and a civil servant for the central government for about 34 years now. I 

spent more than 20 years at the Treasury, but I was also director-general for environmental 

policies and I held the same position for social security and integration affairs. At present I have a 

free role as advisor. In that capacity, I had the privilege to chair two independent expert 

committees on tax matters. I am not a tax expert myself, more an expert in chairing committees, 

but it was an absolute pleasure to chair these two committees. From the first panel of today, 

Professor Van Der Streek was member of the first committee, while Dr Weyzig was member of the 

second committee. 

The existence of both committees, established on request of Dutch parliament, indicates a 

considerable shift in the orientation of international tax policies in the Netherlands. In earlier days, 

tax policy makers and politicians only felt a responsibility for the well-functioning of the Dutch tax 

system. The external consequences were left to the tax authorities of  other countries. Over the 

last decades, it is more and more realised that corporate tax matters are a common international 

concern. I am glad that my both committees could contribute to that view. 

The second committee, on conduit companies, published its report in October 2021, in Dutch, but 

also with an English version. I will give a very brief overview of its main findings. 

The Dutch corporate tax system has always been guided by facilitating inbound and outbound 

investment. This has led to a corporate tax system that is attractive for: 

- Dutch multinationals doing business and investing abroad; and 

- Foreign multinationals for setting up their European holding companies. 

Therefore, the Dutch tax system featured some tax friendly elements, the most relevant being: 

- the participation exemption on profits from foreign subsidiaries; 

- an extensive tax treaty network with zero or low rates on source taxation; 

- no source taxation on interest and royalty payments; 

- the possibility to obtain certainty in advance from the tax administration, known as the tax 

ruling practice. 

Although these elements were primarily intended to facilitate (real) investments abroad by Dutch 

and foreign multinationals, they have also resulted in a very large number of conduit companies. 

But this was not coincidental. For many years Dutch tax advisors have sold tax optimisation 

schemes featuring conduit companies in the Netherlands. On top of that, the Dutch tax 

administration was rather willing to issue rulings on these schemes. The purpose of these schemes 

is to avoid source taxation in other countries. For this reason, The Netherlands was known as a 

country enabling aggressive tax planning. 

As a result of a changing international climate on tax policy for corporates, and of growing criticism 
from other countries, NGOs and the European Parliament, the Netherlands has taken quite a few 
measures over the past years in order to make it a less attractive place for conduit companies. A 
few recent measures: 

 
- As from 2016: including the Principal Purposes Test in Dutch tax treaties in order to avoid 

treaty abuse. 
- In 2019: the new tax ruling policy. The Dutch tax administration no longer gives certainty 

in advance on tax structures if there is not enough relevant economic nexus in the 
Netherlands, if tax planning is one of the main purposes or if a low-tax jurisdiction is 
involved. So, conduit companies can no longer get a tax ruling. 



- In 2021: the conditional source tax on interest and royalty payments to low-tax 
jurisdictions and in case of abuse. The main objective is to prevent that the Netherlands is 
used as a gateway for channelling funds to low-tax jurisdictions. A conditional source tax 
on dividends is to take effect in 2024.  

 
It was not easy to find a proper and useful definition of conduit companies and the relevant 
financial flows. One of the most striking figures often mentioned in this context is that with regard 
to FDI worldwide USA is first and the Netherlands second. This is often blamed on the huge 
number of conduit companies in the Netherlands. Based on the most reliable definition, in 2019 
there were approximately 12,400 conduit companies in the Netherlands with a balance sheet total 
of approximately EUR 4,500 billion or 550 per cent of the Gross Domestic Product (GDP).  

The interest, royalty and dividend payments that flow through these conduit companies annually 
amounted to an average of EUR 170 billion in the period 2015-2019. 
The most recent figures show a declining path, but not at a spectacular pace.  

A lot is expected from the conditional source tax on interest and royalties. We have to wait until 
next year to see what the impact from 2021 has been.  
 

The Committee on Conduit Companies concluded that the Dutch tax system no longer deviates 
from the tax systems in other Member States. Further measures could be taken to reduce the 
unwanted use of the Dutch jurisdiction, but the Committee warned for a certain ‘policy stacking’. 
The number of options for getting rid of the large group of insubstantial companies is modest from 
a national law perspective given all the internal market regulations. Also, it would not help the 
international corporate tax system if flows were just shifted from the Netherlands to another 
member state of the EU. Therefore as most important measure the Committee recommended a 

pro-active stance of the Dutch authorities in the actual G20/OECD and European discussions on 
corporate taxation. It is therefore very fortunate that the European Commission tabled a proposal 
for a directive to prevent the misuse of shell entities last December. Moreover, the proposed 
framework could be used as a basis for further tightening of the Parent-Subsidiary Directive and 

the Interest and Royalties Directive in order to prevent the use of conduit companies. 
Other recommendations of my Committee for the domestic domain: more transparency, more 
exchange of information in a targeted  manner. 

With regard to non-tax measures Ultimate Beneficial Owner registers could be improved, also to 
combat money laundering. Furthermore, reporting rules could be changed so that conduit 
companies cannot ‘hide behind’ other group companies. Moreover, conduit companies should be 
denied access to Bilateral Investment Treaties. 
 
All these measures do not mean that conduit companies will disappear altogether in the 

Netherlands. Other factors also play a role. The generally favourable business climate in the 
Netherlands, particularly the legal infrastructure and the quality of the judicial system are 
mentioned in this regard. Also, the flexibility of Dutch company law compared to other countries 
appears to be a reason to establish a conduit company in the Netherlands. This requires a prudent 
analysis, also of future numbers on conduit companies.  

Thanks for your attention! 
 


