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INntroduction

The Netherlands is an open economy, carried along by international economic trends. In addition, global warming, the

uncertainties surrounding the war in Ukraine and a volatile energy crisis are also presenting new challenges. However, these
have a relatively limited direct real impact on Dutch exports. It is still difficult to estimate how far Brexit will really affect Dutch
exports and hence the Dutch economy. At the same time we can see that because of Brexit international companies are settling

or expanding their existing operations in the Netherlands in view of their EU interests.

Economy

The Netherlands is an open economy,
carried along by international economic
trends. In addition, global warming,

the uncertainties surrounding the war

in Ukraine and a volatile energy crisis
are also presenting new challenges.
However, these have a relatively limited
direct real impact on Dutch exports.

It is still difficult to estimate how far
Brexit will really affect Dutch exports and
hence the Dutch economy. At the same
time we can see that because of Brexit
international companies are settling or
expanding their existing operations in
the Netherlands in view of their

EU interests.

The Dutch economy is not immune to the
consequences of the conflict in Ukraine
and the knock-on effects of the global
coronavirus pandemic. Supply-chain
problems persist, while the sharp rise
in energy prices, continued inflationary
pressures and associated monetary
measures, such as interest rate rises,
are presenting an obstacle to business
profitability and finance, as well as
investment. At the same time, these
risks are also opening up economic
opportunities for innovation, in the field
of sustainability for example, and for
new business activities. Companies
and knowledge institutions are coming
together to work in these areas. The
Dutch economy generally seems to

be withstanding the above challenges
relatively well.

For many companies and certainly
companies operating internationally

it can also be said that the financial
situation of these companies
(profitability and solvency) is on average
in good health. This underlines the
attractive investment climate in
the Netherlands.

Fiscal climate

For a number of years the Netherlands has
adjusted parts of its fiscal regime in line
with the worldwide attempt to combat tax
avoidance and undesirable use of national
legislation and mismatches in the fiscal
treatment of income and cost deductions
between countries’ fiscal regimes. The
Dutch government has decided as far as
possible to link the fiscal benefits to the
real economic activities from which the
Dutch economy benefits. For example

the Netherlands wants to shake off its
reputation as a fiscal ‘transfer country’, by
reorganising its corporation and dividend
tax regime such that tax avoidance by
involving the Netherlands is discouraged.
Not only by fiscal adjustments, but also by
introducing measures that lead to more
government control and more transparency
regarding the activities of these companies.
By gradually pursuing this more the Dutch
government wants to place a greater
emphasis on the fiscal stimulation of real
activity and maintaining its status as an
attractive host country.

Country and Government

The Netherlands has a total population
of 17.8 million inhabitants (January 2023)
and is governed by a monarchy. The
ministers are the people’s representatjes
with respect to the actions of the
government. The head of state gbe
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part of the Kingdom of the Netherlands.
The islands of Bonaire, Sint-Eustatius and
Saba all have a separate status and belong
to the Caribbean part of the Kingdom.

Location

Most of the major industries in the
Netherlands are situated in the country’s
western regions. The Port of Rotterdam is
one of the biggest ports in the world. The
railway line, the ‘Betuweroute’, ensures fast
and efficient transport from the port to the
European hinterland, including Germany,

Central and Eastern Europe and even
China. Utrecht is a central traffic junction
and Schiphol is also home to the main
Dutch airport, which is also one of the
world’s biggest hub-airports. Eindhoy#n,
in the southern part of the Netherlghds,

is known as a ‘Brainport’ for hjgh-tech
companies. The Netherland# plays an
extremely important rolefh the functioning
of key transport artejés. Amsterdam is
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he u ost important industrial

\ities inélude oil refineries, chemicals,

sty# processing and the development
of g)éctronic products. Germany, Belgium,
éixembourg, China, Great Britain, France,
Russia and the United States are the
country’s main import partners. All the
above-mentioned countries, including
Italy, are also the country’s most influential
export partners. It should be noted,
however, that exports to and imports from
Russia are currently restricted by a number
of international sanctions packages.
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Finances
The Dutch National Bank (De Nederlandsche Bank, DNB) is
responsible for the money flow in the Netherlands. One of the
government’s most important objectives is to keep prices stable
and thereby to contain inflation. Dutch banks offer an extensive
range of financial services: some are specialized, while others offer
an extremely wide range of services. Dutch banks are reliable:
most financial institutions use organizational structures that
prevent the possibility of entanglement of interests. The general
prohibition on commission also contributes to this.

Right to establish a business

Foreign companies wishing to set up shop in the Netherlands
can set up the existing foreign legal entity through a
representative office or establishment in the country without the
need to convert it into a Dutch legal entity. They will however be
required to deal with both international and Dutch law. All foreign
companies with establishments in the Netherlands must be
registered with the Chamber of Commerce.

A most competitive economy

The Netherlands is an attractive base for doing business and for
investment. Its open and international outlook, well-educated
work force and strategic location are contributors. The attractive
fiscal climate and technological infrastructure create favourable
propositions for international business.
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2 Starting business

Under Dutch law, a foreign individual or company may operate in the Netherlands through an incorporated or unincorporated
entity or branch. Dutch corporate law provides a flexible and liberal framework for the organization of subsidiaries or branches.
There are no special restrictions for a foreign entrepreneur to do business in the Netherlands.

The business operations can be set up
in the Netherlands with or without a legal
personality. If a legal entity has legal
personality, the entrepreneur cannot

be held liable for more than the sum it
contributed to the company’s capital.

Dutch law distinguishes two types of
companies both of which possess legal
personality: the private limited liability
company (besloten vennootschap met
beperkte aansprakelijkheid - BV) and the
public limited liability company (naamloze
vennootschap - NV). These forms of

legal entities are most commonly used
for doing business in the Netherlands.
Other commonly used legal entities in

the Netherlands are the cooperative
(cobperatie) and the foundation (stichting).
The foundation is a common form used
within the non-profit and health care sector.

Other common business forms are sole
proprietorship (eenmanszaak), general
partnership (vennootschap onder firma
— VOF), (civil) partnership (maatschap)
and limited partnership (commanditaire
vennootschap — CV). None of the latter

forms possesses legal personality and, as
a consequence thereof, the owner or
owners will be fully liable for the obligations
of the entity.

All entrepreneurs engaged in commercial
business and all legal entities have to
register their business with the Trade
Register (Handelsregister) at the Chamber
of Commerce (Kamer van Koophandel).
This section covers the abovementioned
legal entities for doing business in the
Netherlands from a legal perspective.

After dealing with the distinction between

a subsidiary and a branch, the above
mentioned entities will be described in
greater detail. Finally, this will be followed
by a summary of the status of intellectual
property rights in the Netherlands. Further,
this manual will explain the advantages and
disadvantages of doing business through a
subsidiary or a branch.

Branch, subsidiary

Branch

A branch is not a separate legal entity.
A branch is a permanent establishment
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of a company from which business
operations are carried out. As a result, the
company that establishes a branch in the
Netherlands is liable for claims incurred by
actions carried out by the branch.

Subsidiary

A subsidiary is a separate legal entity
that may be established by one or more
shareholders. The subsidiary is a legal
entity that is controlled by the (parent)
company. Control of a subsidiary is
mostly achieved through the ownership
of more than 50% of the shares in the
subsidiary by the (parent) company.
However, under certain circumstances
it is also possible to obtain control by
special voting rights or diversity of the
other shareholders. These shares or
rights give the (parent) company thg
votes to determine the compositjén of the
board of the subsidiary and tp€reby to
exercise control. Since a gAbsidiary has
limited liability, a sharebélder (the parent
company) is generallf only liable to the
extent of its capijdl contribution.




Private limited liability company (BV)
Incorporation
A BV is incorporated by one or more incorporators pursuant to

the execution of a notarial deed of incorporation before a civil-law
notary. The notarial deed of incorporation must be executed in the
Dutch language and must at least include the company’s articles
of association and the amount of issued share capital.

While the BV is in the process of incorporation, business may
be conducted on its behalf provided that it adds to its name

the letters, ‘i.0.” (for ‘in oprichting’), which means in the process
of being incorporated. The persons acting on behalf of the BV
i.0. are severally liable for damages incurred by third parties

until the BV (after its incorporation) has expressly or implicitly
ratified the actions performed on its behalf during the process of
incorporation. A similar liability arises for the persons responsible
if the BV is not incorporated or if the BV fails to fulfil its obligations
under the ratified actions and the responsible persons knew that
the BV would be unable to do so. In the event of bankruptcy
within 1 year of incorporation, the burden of proof lies with the
persons responsible.

Members of the board of directors are also severally liable to third
parties for legal acts performed after incorporation but preceding
the registration of the BV with the Trade Register.

Share capital

A BV must have a share capital, divided into a number of shares
with a par value expressed in Euro, or a currency other than Euro.
There are no requirements for a minimum share capital for a BV.
It will be sufficient if at least one share with voting rights is held by
a party other than the BV.

Payment for shares can be in cash or in kind. Payments in kind
are contributions of property and/or other non-cash items.
These payments are restricted to items that can be objectively
appraised. If these payments take place upon incorporation of
the BV, the incorporators must describe the contributed assets.

Shares
A BV may only issue registered shares. Besides ordinary shares,

a BV may also issue priority shares, to which certain (usually
voting) rights are allocated in the articles of association, and
preference shares, which entitle the shareholder to fixed dividends
that have preference over any dividends on ordinary shares. Within
a given type of share, the articles of association may also create
different classes of shares (e.g. A, B and C shares) to which
certain specific rights are allocated (e.g. upon liquidation).

The voting right is linked to the nominal value of the share.
However it is possible to attach different voting rights to classe
of shares (even when the nominal values of the various classg
are the same). Moreover, it is possible to create non-votipd shar
and shares without any profit right. Non-voting shares/hust
right to profit.

It is not mandatory to include share transfer rgétrictions in the articles
of association. However, if a BV opts to ingtlide such restrictions in
its articles of association, it will be also J#e able to include detailed
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rules on how the price of the shares will be determined. The articles
of association may also include a lock-up clause prohibiting the
transfer of shares for a specific period. Furthermore, it is possible to
include provisions in the articles of association imposing additional
obligations on shareholders (e.g. the obligation to extend a loan to
the BV or to supply products to it).

Shares in a BV are transferred by a deed of transfer executed
before a civil-law notary.

The board of directors of a BV must keep an up-to-date
shareholders’ register, which lists the names and addresses of all
shareholders, the number of shares, the amount paid-up on each
share and the particulars of any transfer, pledge or usufruct of the
shares.

Management structure

The management structure of a BV consists of the board of
directors and the General Meeting of shareholders. A BV can, in
addition, under certain circumstances have a supervisory board.

Board of directors

The board of directors is responsible for managing the BV.

The members of the board of directors are appointed and
removed by the shareholders (unless the BV is a large BV).
There are no legal requirements relating to the home country of
the director(s). Whether a director is residing in the Netherlands
or abroad is irrelevant. The articles of association generally statg
that each director is solely authorized to represent the compafhy.
However, the articles of association may provide that thedirectors
are only jointly authorized. Such a provision in the artigtes of
association can be invoked against third parties.

The articles of association may provide that £ertain acts of the

board of directors require the prior apprgifal of another corporate
body such as the shareholders’ meetjig g
Such a provision is only valid interp@ally
against a third party, except wj€re the pal
of the provision and did not/ct j

y gén be held
epflire board of

artieg.
directors can h€ h i% smahagement.
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ve& tiopfS. For example, in case of the bankruptcy

BV@Uem €rs of the board of directors are severally
thieefioft if the bankruptcy was caused by negligence

r mpénagement in the preceding 3 years. An individual

e board of directors can exonerate himself by

at he is not responsible for the negligence or improper

apdgement. In order to combat possible bankruptcy fraud more

effectively, through the programme to reassess the bankruptcy law

legislation, legal measures have now been taken with the aim of
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