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Europe, how does it work?
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Tax Optimized Supply Chain

Define your strategy for importation

The Netherlands as port of entry has the following advantages:

» Lowering of customs value
e Dutch VAT Deferment system: cash flow benefits
« Corporate tax ruling to lower effective tax rate

 Attitude of Dutch Customs and tax authorities provides legal certainty

4 © 2010FHHE KLU IMESFIER L RRRAE RE —IRF



KB SEBM BT mIr gD #

MEAEIREA

IBEHERA 1= 5 B AR FE AR A

5 © 2010 K 2T MBS FIAR L2 RRNAE RE —IF




Customs Value — Price Unbundling

Production Corporate
costs Overhead

Overhead:
Warranty

Overhead:
R&D /
Engineering

Overhead:
Amortization
and
Depreciation

Transport,
Handling &
Damage costs
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20 % FRFAS5 % 6.5 %
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25 % 5.5 %
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70 % 23.5 % 7 %

Note: Price structure based on a study of the Argonne National Laboratory, University of Chicago, 2000

KBBE

£ € 10,000

EEEXR - HEIMEFRIATE T
F AT TEXH T HO

XBLEHHE: € 10,000
*xB110%: € 1,000

B O H AT
€ 10,000 + € 1,000 =
€ 11,000
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Customs Value — Without Planning (example)

Customs duties

. Overhead: Overhead:
Production costs : .
40 % Warranty R&D / Engineering
5% 6.5 %
Sales price: € 10,000
Standard situation: all elements
Overhead: of sales price included in
Profit Amortization & customs value
2.5% Deprication
5.5 % Customs value: € 10,000
Customs duties 10%: € 1,000
Transport, Corporate Cost price after importation:
handling & Sales Oveprhead € 10,000 + € 1,000 =
damage costs 23.5% € 11,000
7%
10 %

Note: Price structure based on a study of the Argonne National Laboratory, University of Chicago, 2000
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REEBMNE (RIESEH )

IR EF R
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6.5 %
0%

- ITIBMME A

55 %
il SLGRF
0% 7%

KBBE

E4: € 10,000

WRE 7 EOMETTE % FH T H 015
H, FKBTHOTE L EEER25%-
40%

KB SERNE € 6,000
XxBi10%: € 600

O R R BT
€ 10,000 + € 600 = € 10,600

BWAEATTE .
€ 11,000 - € 10,600 =€ 400
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Customs Value — With Planning (example)

Customs duties
Overhead:

Production costs Warranty Overhe_ad: .
R&D / Engineering
40 % 5% ) _
0 6.5 % Sales price: € 10,000
0 %
Several elements of sales price
can be (partially) excluded from
_ the customs value. The customs
Profit Overhead: value can be lowered by approx.
. Amortl_zatlpn & 2506 - 40%
Deprication
0% 55%
2 70 Customs value: € 6,000
Customs duties 10%: € 600
S
handling & Sales Corporate ’ B ’
damage costs 23-5% Overhead : _
10.9%4 0% 7 o4 Savings for one car:
5 % € 11,000 - € 10,600 = € 400

Note: Price structure based on a study of the Argonne National Laboratory, University of Chicago, 2000
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Benefits of Dutch Customs Authority

For business operations in the Netherlands...

Dutch Customs authorities are “business minded”
and aim at a partnership with companies rather
than a relationship of control

Cooperative attitude of Dutch customs authorities
towards providing legal certainty regarding
customs treatment beforehand will help ensure
customs compliance:

- Valuation ruling
- Classification ruling
High level of expertise of Dutch Customs officials

Due to highly automated customs clearance
procedures, lead times are reduced significantly

... and for future expansion in EU

When you expand your operations in the EU, and
wishes to open distribution centres in other EU
countries, cross-border customs authorisations
can be used for these new locations

The Netherlands can serve as a platform for the
operation of these cross-border authorisations

Dutch Customs authorities remain the point of
contact for you regarding all countries involved

Previous arrangements made with Dutch
Customs authorities (e.g. valuation and
classification rulings, automation) will be
applicable to the cross-border authorisation

Thus, all the benefits of the Netherlands as Port
of Entry will be extended to the other EU
countries involved, allowing for optimisation of
opportunities

12
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VAT Deferral System

VAT deferment in the Netherlands Advantages

In the Netherlands it is possible to defer the . Major cashflow benefits

Import VAT to the periodic Dutch VAT return

by using an import VAT deferment license . Entity or VAT representative can act as
importer

The import VAT due can be recovered in the

same VAT return, so on balance no Dutch . No bank guarantee for entity

VAT is due
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Corporate Tax and TP planning

Corporate Tax and Transfer Pricing

*For potential foreign investors in the Netherlands beneficial overall agreements can be made with

the Dutch Tax Authorities regarding all relevant taxes

eAdvance Pricing Agreements on Transfer Pricing are tailor made. Certainty on the Transfer Pricing

position can normally be obtained for a period of 5 years (with extension)

*Under circumstances and if significant benefits are contributed to the new Netherlands business
operations from abroad, the regular corporate income tax rate of 25,5% can be reduced to
effectively 5-10%. Income generated from new Intellectual Property development can be taxed at
5%

*The Netherlands has an excellent tax treaty network which is favourable for multinationals.

No withholding tax on interest and royalties

*Tax Aligned sales and distribution models offering excellent tax planning opportunities at the
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principat/central entrepreneur established i the Nethertands
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The Netherlands are Facilitators

How did the Netherlands become the gateway to Europe for many foreign companies (like yours)?

e  Why?

- Is it one of the biggest ports in the world?

- Does it have one of the largest airport in Europe?
- Has it become the EU Logistical/distribution headquarters?
- Has it been the #1 Holding company location for so long?

- Have more than 200 Chinese companies gone there before you?

The answer

You must not only go to but must also go through
the Netherlands

18

How do you do that?

The Netherlands created a climate of complete
facilitation
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The Netherlands Facilitates Your Business: Tax

VAT deferment in the Netherlands Advantages

. Dutch tax Authorities
* Dutch tax system

. Communication all takes place in

_ _ English
- Dutch corporate income tax rate is _ _ _
25 5% . You can file all documents in English
- Dutch tax system is based on . Very open atmosphere: You can easily
exempting sit down with the tax

foreign/non-Dutch income

- Netherlands imposes low to no
withhnldina taxec

inspector

. Upfront written confirmation of your tax
position before

investing

. Internationally accepted standards for
Advance Tax Rulings

(ATR) and Advance Pricing

| b LA DAN
-Agreements (APA)

- «  Horizontal Monitoring / Tax Control
Please note that the tax authorities in the Netherlands have an informal approach and are very cQaRgrNSrk
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The Netherlands Facilitates Your Business

The Netherlands facilitates your business: Tax

*S07?
- Set up your European distribution in the Netherlands
- Set up your corporate structure through the Netherlands
- Import your goods into the EU through the Netherlands
- Warehouse and distribute your products from the Netherlands

- Set up your financing and intellectual property

b

*Why?
- Because you have the lowest tax cost
- The largest security and certainty (rulings and TCF)
- The authorities will facilitate your company in doing business
- The authorities will help you determine upfront your tax position

- Tax system combines business model with tax system
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Deloitte is Your #1 Facilitator

Deloitte will help you turn your first step or additional steps outside China
Into a strong and secured footprint.

We have the people and the experience
We will establish a multi country tax center of excellence in Hong Kong
We have the knowledge and done it before
We partner with the Chinese government
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Eddy Hartman
Z

International Tax Partner -Customs & VAT

EfRHFSEMUA - xBEEEK
Hong Kong, China &%
TeleBiFE: +852 2852 1079

CellF#l: +852 93063167
EmailsEB#R: EddyHartman@deloitte.com

Vivian Jiang

2 I

International Tax Partner
ERBSENRA

Managing Partner — Eastern Region
FEELRXBRFIEEGUA

Shanghai, China £
TeltBi%: +86 (21) 6141 1098

CellF#l: +86 13501783438
Email EB#R: Vivjiang@deloitte.com.cn
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