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INTRODUCTION

This pamphlet,! prepared by the staff of the Joint Committee on
Taxation, provides an explanation of the proposed income tax trea-
ty; and the proposed protocol to that treaty, between the United
States and the Kingdom of the Netherlands (“the Netherlands”).
The proposed treaty was signed on December 18, 1992, and ampli-
fied by diplomatic notes signed the same day. The proposed treaty
would replace the existing income tax treaty between the two coun-
tries that was signed in 1948 and modified and supplemented by
a supplementary treaty signed in 1965. The proposed protocol was
signed on October 13, 1993, and was amplified by diplomatic notes
si'ined that dag. The Senate Committee on Foreign Relations has
scheduled a public hearing on the proposed treaty and the proposed
protocol on October 27, 1993. o L

The proposed treaty is similar to other recent U.S. income tax
treaties, the 1981 pr?os‘ed U.S. model income tax treaty (the “U.S.
model”), and the model income tax treaty of the Organization for
Economic Cooperation and Development (the “OECD model”). How-
ever, the proposed treaty contains certain deviations from those
documents. - o L - o

Part I of the pamphlet summarizes the principal provisions of
the proposed treaty. Part II presents a discussion of issues that the
proposed treaty presents. Part III provides an overview of U.S. tax
laws relating to international trade and investment and U.S. tax
treaties in general. This is followed in Part IV by a detailed, arti-
cle-by-article explanation of the proposed treaty.2 Part V is a de-
tailed explanation of the proposed protocol.22 -

1This pamphlet may be cited as follows: Joint Commyii:tee‘bn Taxation, Exiz)lanat;iza'ri':'i

Pro-
posed Income Tax Treaty (and Proposed Protocol) Between the United States and the Kingdom

of the Netherlands (JCS-15-93), October 26, 1993. )
2For a copy of the proposed tredty, see Senate Treaty Doc. 103-6, May 12,1993. = . = ...
2aFor a copy of the proposed protocol, see Senate Treaty Doc. 103-19, October 25, 1993. = ~
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I. SUMMARY
In general

The principal purposes of the proposed income tax treaty be-
tween the United States and the Netherlands are to reduce or
eliminate double taxation of income earned by residents of either
country from sources within the other country, and to prevent
avoidance or evasion of income taxes of the two countries. The pro-
posed treaty is intended to continue to promote close economic co-
operation between the two countries and to eliminate possible bar-
riers to trade caused by overlapping taxing jurisdictions of the two
countries. It is also intended to enable the countries to cooperate
in preventing avoidance and evasion of taxes.

As in other U.S. tax treaties, the objectives of the treaty are
achieved principally by each country agreeing to limit, in certain
specified situations, its right to tax income derived from its terri-
tory by residents of the other. For example, the treaty contains the
standard treaty provisions that neither country will tax business
income derived from sources within that country by residents of the
other unless the business activities in the taxing country are sub-
stantial enough to constitute a permanent establishment or fixed

base (Articles 7 and 15). Similarly, the treaty contains the standard.

“commercial visitor” exemptions under which residents of one coun-
try performing personal services in the other will not be required
to pay tax in the other unless their contact with the other exceeds
specified minimums (Articles 15-18). The proposed treaty provides
that dividends and certain capital gains derived by a resident of ei-
ther country from sources within the other country generally may
be taxed by both countries (Articles 10 and 14). Generally, how-
ever, dividends, interest, and royalties received by a resident of one
country from sources within the other country are to be taxed by
the source country on a restricted basis or not at all (Articles 10,
12, and 13).

In situations where the country of source retains the right under
the proposed treaty to tax income derived by residents of the other
country, the treaty generally provides for the relief from the poten-
tial double taxation by allowing a foreign tax credit in the country
of residence, or, in the case where the Netherlands is the country
of residence, allowing in some cases a proportional exemption of
U.S. source income from Dutch tax (Article 25).

The proposed treaty contains the standard provision (the “saving
clause”) contained in U.S. tax treaties that each country retains the
right to tax its citizens and residents as if the treaty had not come
into effect (Article 24(1)). In addition, the proposed treaty contains
the standard provision that the treaty will not be applied to deny
any taxpayer any benefits he would be entitled to under the domes-
tic law of the country or under any other agreement between the

(2)
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two countries (Article 1(2)); that is, the treaty only w1ll be apphed
to the benefit of taxpayers. -

The proposed treaty differs in certain respects from other U.s.
income tax treaties and from the U.S. model treaty. It also differs
in significant respects from the present treaty with the Nether-
lands. (The present treaty predates the 1981 U. S model treaty)
Some of these differences are as follows: =~

(1) Perhaps most s1gn1ficant1y, the proposed treaty contalns a
limitation on benefits, or “anti-treaty shopping,” article. The
present treaty has no such article. The proposed treaty provision
retains in some respects the outline of the limitation on benefits
provisions contained in recent U.S. treaties and in the branch tax
provisions of the Internal Revenue Code and Treasury Regulatlons
However, to an unprecedented degree the proposed treaty provision
is more detaﬂed and in some respects may be more generous to
foreign persons, than recently negotlated prov1s10ns in other trea-
ties. -~ - e N A,

(2) Because the foregomg prov1sxon of the proposed treaty is be-
lieved to be inadequate to prevent all significant forms of tax treaty
abuse, the treaty provides that either- additional Dutch laws must
be enacted to prevent income tax avoidance or evasion in certain
cases, or the two countries must agree on a provision aimed at such
income tax avoidance or evasion, which agreement must be laid
down in a separate protocol to the proposed treaty. The proposed
treaty may leave open the possibility that a Dutch resident com-
pany with a branch in a third-country tax haven will be entitled
to treaty protection against the imposition of U.S. tax, even though
the company is also availing itself of the internal law provisions of
both the third country and the Netherlands in order to eliminate
all substantial non-U.S. tax on its income. The Dutch law or proto-
col to be adopted must, under the terms of the proposed treaty,
deal with the situation where a Dutch enterprise derives foreign
source interest or royalties attributable to a permanent establish-
ment in a third country, and the permanent establishment is both
exempt from Dutch tax and subject to special or low taxation be-
cause of a “tax haven” regime. On October 13, 1993 a protocol for
this purpose was signed. The protocol would relax the treaty limits
on source country taxation with respect to interest and royalty in-
come that bears less than full taxation in the recipient’s residence
country. The proposed protocol nevertheless requires source coun-
try tax reductions not required under a corresponding anti-abuse
provision in a version of the Limitation on Benefits article that was
proposed in 1981 at the txme that the last U S model treaty was
proposed s

(3) The U.S. excise tax on 1nsurance premmms pa1d to a forelgn
insurer generally is covered; that is, it is treated as a tax that may
be eliminated by the treaty This is a departure from the present
treaty and other older U.S. tax treaties, although this tax is cov-
ered in some more recent treaties, such as the present treaties with
Finland, France, Germany, Hungary, India, Italy, Spain; and the
United ngdom The excise tax on premiums paid to forelgn insur-
ers is covered under the U.S. model treaty.

(4) Like the U.S. model treaty, but unlike the present treaty, the
proposed treaty covers’ the U.S. excise taxes with respect to private
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foundations. The proposed treaty, like the model, does not cover so-
cial security taxes. -

(5) Like the present treaty, but unlike the U.S. model treaty, the
proposed treaty covers the U.S. accumulated earnings tax and the
personal holding company tax. . .

(6) By contrast with the present treaty, the proposed treaty intro-
duces rules for determining when a person is a resident of either
the United States or the Netherlands, and hence is entitled to ben-
efits under the treaty. The proposed treaty, like the U.S. and
OECD model treaties, provides tie-breaker rules for determining
the residence for treaty purposes of “dual residents,” or persons
who, but for the tie-breaker rules, would have resident status in
each of the treaty countries. These rules differ in some respects
from the rules in the U.S. model treaty, but are consistent with
rules in certain recent U.S. treaties. For example, under the pro-
posed treaty, the Netherlands need not treat U.S. citizens or green
card holders as U.S. residents unless they have a substantial pres-
ence, a permanent home, or an habitual abode in the United
States. The U.S. model, by contrast, provides for the other country
to reduce taxes on all U.S. citizens, regardless of where they reside.
The United States frequently has been unable to negotiate cov-
erage for nonresident citizens in its income tax treaties. Exceptions
include treaties with Cyprus, Malta, Hungary, New Zealand, and
Sweden. The proposed treaty, unlike the U.S. model treaty, does
not treat a dual resident company as a resident of the country
under whose laws it was created. Under the proposed treaty, any
dual resident other than an individual will be treated as a resident
of one or the other country only if the competent authorities can
agree; if not, in the case of a company, the proposed treaty (unlike
the U.S. model) expressly provides that the person generally shall
be treated as a resident of neither country for purposes of enjoying
treaty benefits, and hence is entitled to few treaty benefits.

(7) In the case of income derived by a partnership, the U.S.
model treaty and U.S. treaties generally apply only to the extent
that the income is subject to tax in a treaty country as the income
of a resident, either in the partnership’s hands or in the hands of
its partners. The proposed treaty omits this language. The Treas-
ury Department has indicated that this omission does not result in
the application of a different rule, however.

(8) The proposed treaty defines the “United States” and “Nether-
lands” more broadly than the present treaty to include expressly
the U.S. and Dutch portions of the continental shelf. These areas
are now included in those definitions under the present treaty only
because of changes in internal laws since the present treaty was
drafted. Coupled with other treaty provisions, these definitions
generally allow each country to tax certain income earned by resi-
dents of the other from the exploitation of natural resources, such
as oil, found along the first country’s portion of the continental
shelf. Moreover, rights to the resources found there are treated as
real property situated in that country under the proposed treaty.

(9) The business profits article of the proposed treaty omits the
force of attraction rules contained in the present treaty and the
Code, providing instead that the business profits to be attributed
to the permanent establishment shall include only the profits de-
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rived from the assets or activities of the permanent
This is consistent with the U.S. model treaty. = = %
(10) The proposed treaty, like the U.S. model treaty and similar
to the present treaty, provides that profits of an enterprise of one
treaty country from the operation of ships or aircraft in inter-
national traffic are taxable only in that country. However, unlike
the U.S. model treaty, the proposed treaty generally does not in-
clude nonincidental bareboat leasing profits, or profits from the use
or rental of containers and related equipment, in the category of
profits to which this rule applies. Instead, they are covered by the
business profits article. e e——
(11) Like the associated enterprises article of the U.S. model
treaty, the proposed treaty contains a “correlative adjustment”
clause not found in the present treaty. Under the present treaty,
each country may tax an enterprise resident in that country on
profits that were, by virtue of its participation in the management
or the financial structure of an enterprise of the other treaty coun-
try, reduced by non-arm’s-length conditions agreed to or imposed
upon”the second enterprise. Under the correlative adjustment pro-
vision, the proposed treaty generally requires the other country to
adjust any tax Iiability"it"breviousgz imposed on an enterprise for
profits- reallocated to an associated enterprise by the other first
country. . SRR S R TE £ TER L SIS .k 4 ;

that applicable under the model, in light of ¢
tice in the implementation of section 482, "~ " - S
~ (13) Under the proposed treaty, as"under the model treaty, direct
investment dividends (i.e., dividends paid to companiés resident in
the other éountry that own directly at least 10 percent of the voting
shares of the payor) generally will be taxable by the source cotuntry
at a rate no greater than 5 percenit. The present treaty has a simi-
lar rate schedule, but in order to qualify for the direct dividend
withholding rate, a higher ownership threshold must be met (either
25 percent stock ownership by one recipient corporation residing in
the other country, or 25 percent ownership by a group of recipient
corporations resident in that country each of which owns at least
10 percent), and must be met for the period ending on the date the
dividend is paid and beginning at the start of the paying corpora-
tion’s previous taxable year. (Different rules, discussed below, are
provided for dividends from a regulated investment company (RIC),
real estate investment trust (REIT), or Dutch investment organiza-
tion (beleggingsinstelling).) ' co e e
(14) Under the present treaty, the prohibition on source country
tax on direct investment dividends exceeding 5 percent does not
apply in certain cases where more than 25 percent of the gross in-
come of the payor for the prior taxable year consisted of interest
and dividends. The proposed treaty eliminates this rule, replacing
it with rules similar to those adopted in recent treaties and proto-
cols that allow source country tax in excess of 5 percent on direct
investment dividends from a RIC or REIT. The proposed treaty al-
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lows a withholding rate of 15 percent on dividends if those divi-
dends are paid by a RIC or a beleggingsinstelling, regardless of
whether the RIC or beleggingsinstelling dividends are paid to a di-
rect or portfolic investor. The proposed treaty eliminates the
present treaty’s reduction of U.S. withholding tax on dividends if
those dividends are paid by a REIT, unless the dividend is bene-
ficially owned by an individual Dutch resident holding a less than
25-percent interest in the REIT, or by a Dutch company that is a
beleggingsinstelling, in which case the 15-percent rate applies,
Dutch withholding taxes on dividends from a beleggingsinstelling
generally are wunrestricted to a similar extent if the
beleggingsinstelling invests in real estate sufficiently to meet the
Eeéeiyrant requirements for a U.S. corporation to be treated as a
~ (15) Unlike the present treaty as interpreted by the Treasury De-
partment, the proposed treaty expressly permits the United States
to impose the branch profits tax. However, under the proposed
treaty, the branch tax only applies to dividend equivalent amounts
with respect to profits earned after the proposed treaty takes effect;
other recent treaties permit the taxation of dividend equivalent
amounts with respect to all post-1986 profits. The present and pro-
posed treaties also expressly prevent imposition OF any other form
of second-level withholding tax. The U.S. branch profits tax may be
imposed at a rate not exceeding 5 percent under the proposed trea-
ty. sfthaty

(16) Although the proposed treaty, like the present treaty, the
U.S. model, and several U.S. treaties, generally provides for ab-
sence of source country taxation on interest (including the branch
level tax on excess interest deductions), the proposed treaty ex-
pressly allows the United States to impose withholding tax at the
dividend rate on income from any arrangement, including debt obli-
gations, carrying the right to participate in profits. Thus the Unit-
ed States can, consistent with the proposed treaty, impose with-
holding tax on deductible interest paicf under an “equity kicker”
loan. Similarly, the proposed treaty permits the Netherlands to im-
pose withholding tax at the dividend rate on income from a profit-
sharing bond. There is no similar provision in the present treaty
or the U.S. or OECD models. The internal laws of both the Nether-
lands and the United States (under a provision added to the Code
in the Omnibus Budget Reconciliation Act of 1993) impose with-
holding tax in such cases. Moreover, it is understood that under
the present treaty, the Netherlands imposes dividend withholding
tax on payments under a profit-sharing bond.

(17) The interest article in the proposed treaty expressly provides
that it does not interfere with the jurisdiction of the United States
to tax under its internal law an excess inclusion with respect to a
residual interest in a real estate mortgage investment conduit
(REMIC). Currently, internal U.S. law applies regardless of trea-
ties (such as the present treaty) that were in force when the
REMIC provisions were enacted. ‘

(18) Subject to exceptions, the present and proposed treaties ex-
pressly prevent imposition of U.S. tax on certain interest paid by
Dutch corporations. The proposed treaty makes the exemption re-
ciprocal and conforms it more closely to the U.S. model.
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~:(19) Income from the rental or licensing of cinematographic films
and films, tapes, and other means of reproduction for use in radio
or television broadcasting is not treated as royalty income under
the the proposed treaty, and, although not specified in the proposed
treaty, the Treasury Department has indicated that such inconié is
treated as business profits under the proposed treaty (Article .
Under the present treaty, such income generally would be treated
as royalties. Under both treaties, however, a treaty country gen-
erally would not be entitled to tax a reszdent ‘of the other country
on such income, unless the income was attnbutable to a permanent
establishment in the first country. :

(20) Unlike the royalties articles in the present treaty and the
U.S. and OECD model treaties, the royalties article in the proposed
treaty has a general limitation on the taxation of royalties paid by
residents of the other country. The effect of this provision' is' in
some cases to overnde the U.S. rule _sourcing royalties, and there-
fore ﬁxmg primary tax jurisdiction, in the place of use. Except in
cases where an enumerated exception applies, the proposed treaty
generally preveénts the United States from 1m£osmg withholding
tax on royalties paid by Dutch residents to thir country residents,
even if under the Code, such royalties are U.S. source income and,
had the payor been a resident of any other country, would have
been subject to'a U.S. gross-basis tax. One of the exceptions allows
the United States to impose tax on a royalty in the case of back-
to-back licenses, employing a passive Dutch 1ntermed1ary, for the

“use_of intangible property in the United States; this exception al-
lows the United States to tax a royalty paid by a Dutch:licensee
or such rights to a_ thxrd “country resident, if the Dutch licensee has
in turn hcensed 1ts nghts o“ a U S res1dent or permanent estab-
lishment. - : i

(21) The proposed treaty part'alIy retains U. jurisdiction,
under the Foreign Investment in Real Property "Tax Act of 1980
(FIRPTA), over gains of Duto eésidents from the d1spos1tlon of
“U.s. real ‘property “interests,” 'a term that inc s not only Teal
property but also certain stock and other interests '1nd1rect1y rep-
résenting real property Diitch Tesidents have been fully subject to
FIRPTA, which in’ ‘part conflicts ‘with and overrides the present
tréaty, since 1985. However, the proposed treaty would’ give certain
Dutch residents a step-up in basis for purposes of computing” ain
on" disposition” of the interests. This step-up would apply only to
Dutch residents who, since June 18,1980, have owned U.S real
property interests the gains from which would" not have b
able in the United States if the Fresent treaty had not been 3
ridden by FIRPTA. The step-up forgives U.S. tax on such gain at-
tributable to the period prior to the date FIRPTA ‘overrode the
present treaty (January 1, 1985). A similar but more broadly appli-
cable step-up was provxded under the 1983 protocol to the U.S.-
Canada treaty, although that protocol (unlike the proposed treaty)
was negotiated and came into force before the eﬁ'ectlve date of the
FIRPTA treaty override. - L SEER

-(22) Similar to the U.S. Canada treaty, e propo d ‘trea y.
quires each treaty country to coordinate with the other country the
tax rules that apply to a corporate reorganization-or other ‘case
where a resident of the other country qualifies for nonrecognition
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treatment in its country of residence. Under this rule each treaty
country may be required to defer any tax that it would otherwise
impose on_ an alienation by a resident of the other country, to the
extent and for the period that tax would have been deferred if the
alienator had been its own resident (but no longer and in no great-
er amount than in the other country). Deferral is only required to
the extent that the competent authorities are satisfied that the tax
ultimately can be collected. '

(23) The proposed treaty, like the present treaty, permits the
Netherlands to impose its statutory tax on gains from the disposi-
tion by a former Dutch resident, now resident in the United States,
of stock in a Dutch resident company if the U.S. resident and relat.
ed individuals own 25 percent or more of any class of stock in the
Dutch company, and the U.S. resident was a Dutch resident within
the previous 5 years. The Netherlands must allow a foreign tax
credit for U.S. tax in such a case. The treaty gives the United
States reciprocal taxation rights in this respect, although internal
U.S. tax law generally would impose tax in this situation only in
a limited class of cases involving tax avoidance. . v

(24) The proposed treaty provisions relating to independent per-
sonal services generally conform to those of the U.S. model treaty.
Under the present treaty, independent personal services generally
can be taxed in the country where the services are performed, un-
less the person earning the income is present in the source country
less than 184 days during a taxable year. Under the proposed trea-
ty, like the U.S. model treaty, independent personal services per-
formed by a resident of one country in the other country can only
be taxed by the source country if the income is attributable to a
fixed base regularly available to the individual in the source coun-
try for the purpose of performing his or her activities. o

(25) The proposed treaty prohibits source country tax on remu-
neration of a treaty country resident employed as a member of the
regular complement of a ship or aircraft operating in international
traffic. This is the same as the U.S. model provision, but differs
from the present treaty (which provides no special rule for such
employment income) and from the OECD model, which permits
taxation in such case by the country in which the place of effective
management of the employer is situated.

(26) Like some other U.S. treaties, the proposed treaty allows di-
rectors’ fees and similar payments made by a company resident in
one country to a resident of the other country to be taxed in the
first country if the fees are paid for services performed in that
country. The U.S. model treaty and the present treaty, on the other
hand, treat directors’ fees as personal service income. Under the
U.S. model treaty, the country where the recipient resides gen-
erally has primary taxing jurisdiction over personal service income
and the source country tax on directors’ fees is limited. By contrast,
under the OECD model treaty the country where the company is
resident has full taxing jurisdiction over directors’ fees and other
similar payments the company makes to residents of the other
treaty country, regardless of where the services -are performed.
Thus, the proposed treaty represents a compromise between the
U.S. model and the OECD model treaty positions. B '
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(27) The proposed treaty generally allows source country taxation
of an ‘entertainer or athlete who earns more than $10,000 there
during a taxable year, without regard to the existence of a fixed
base or other contacts with the source cotintry. The U.S. model
treaty has a similar rule, but with a $20,000 threshold. The
present treaty has no such provision, but might in some cases per-
mit less source country taxation of entertainers and athletes due
to its 183-day threshold for source country taxation of independent
personal services. T e e R

(28) Like the present treaty and the U.S. model treaty, the pro-
posed treaty generally provides for taxation of privaté pensions and
annuities only by the country where the recipient resides. Unlike
those treaties, however, the proposed treaty allows the taxation by
the other country of deferred compensation for employment in that
country, in limited cases where the income recipient resided in that
other country at some time during the previous five years; the resi-
dence country in such a case must also reduce its tax on such in-
come. N . . - Y - R TN it S el LA

(29) The proposed treaty provides for the treatment of alimony
payments, unlike the present treaty. The proposed treaty is similar
to the U.S. model to the extent that it provides that alimony is tax-
able only by the country in which the recipient resides. Contrary
to the U.S. model, the proposed treaty does not provide for the
treatment of payments for child support. o

(30) The proposed treaty, unlike the present treaty, expressly
provides for the taxation of social security benefits and other public
pensions not arising from government service. Like the U.S. model,
and many existing U.S. treaties, it permits only the source country
to tax such benefits. o o
 (31) The proposed treaty modifies the present treaty’s rule, simi-
lar to the U.S. model rule, that compensation paid by a treaty
country government to its citizen for services rendered to that gov-
ernment in the discharge of governmental functions may only be
taxed by that government’s country. Under the proposed treaty, as
under the OECD model treaty and other U.S. treaties, such com-
pensation generally may only be taxed by the recipient’s country of
residence, provided the recipient is a national of that country, or
(in the case of remuneration other than a pension) the recipient did
not become a resident of that country solely for the purpose of ren-

dering the services.

(32) Unlike the model treaties, but like the present treaty and a
number of existing U.S. treaties with other countries, the proposed
treaty generally prohibits host country tax on the teaching income
of a resident of one country who visits the other (host) country for
two years or less to teach at an educational institution. Also unlike
the models, but like the present and some other existing treaties,
this same rule also applies under the proposed treaty to income re-
ceived as a researcher engaged in research for the public benefit.

(33) The present and proposed treaties, unlike the U.S. and
OECD models, also preclude the host country from taxing certain
amounts received by temporarily visiting students, researchers and
trainees as remittances from abroad, grants, or compensation (not
in excess of $2000 per year) for services they perform.
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(34) The proposed treaty, unlike the present treaty, contains the
standard “other income” article, found in the model U.S. and OECD
treaties and some existing treaties, such as the U.S. treaty with
the United Kingdom, under which income not dealt with in another
treaty article generally may be taxed only by the residence country.

(35) Like all treaties, the proposed treaty is limited by a “saving
clause,” under which the treaty is not to affect (subject to specific
exceptions) the taxation by either treaty country of its residents or
its nationals. Exceptions to the saving clause are similar to those
in the U.S. model and other U.S. treaties, but more extensive than
the exceptions to the saving clause in the present treaty.

(36) The proposed treaty modifies the Internal Revenue Code
rule under which, if any property ceases to be used or held for use
in connection with the conduct of a trade or business within the
United States, and the property is disposed of within 10 years after
the cessation, the determination of whether any income or gain at-
tributable to the disposition of the property is taxable on a net
basis must be made as if the disposition occurred immediately be-
fore the property ceased to be used or held for use in connection
with the conduct of a trade or business in the United States, and
without regard to the requirement that the taxpayer be engaged in
a trade or business within the United States during the taxable
year for which the income or gain is taken into account. Under the
proposed treaty, the gain of a Dutch resident so taxable by the
United States is limited to the gain that accrued during the time
that the property formed part of the business property of a perma-
nent establishment or fixed base in the United States (the same
rule applies to Dutch tax on a U.S. resident in the reverse situa-
tion). Moreover, the tax may not be imposed on such gains at the
time when realized and recognized under the laws of that other -
country if that date is beyond 38 years of the date on which the
property ceases to be part of the business property or the perma-
nent establishment or fixed base. Thus, the proposed treaty sub-
stantially shortens the 10-year window, following removal of the
property from the U.S. business, in which a disposition of the prop-
erty by a Dutch resident remains subject to U.S. tax, as well as
limiting the portion of the gain subject to U.S. tax.

(37) The proposed treaty replaces the double taxation article of
the present treaty with a provision that, like the present treaty as
applied, generally is consistent with the limitations imposed by
U.S. law. In some cases, however, the proposed treaty may provide
a more generous credit to a person claiming the foreign tax credit
against U.S. tax. Notable features are described below:

¢ In contrast to the rule under the present treaty, but
like that in the U.S. model treaty and recent U.S.
treaties, the amount of credit the United States is re-
quired to allow for Dutch tax under the proposed trea-
ty is not limited on a per-country basis; that is, it is
not limited by the proportion of the U.S. tax which
taxable income from Dutch sources bears to worldwide
taxable income. ) :
e Unlike the present treaty,.but like the U.S. model
. treaty and recent U.S. treaties, the proposed treaty ob-
ligates the United States to provide a U.S. company



