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compliance with international standards
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Introduction
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The Curaçao corporate tax legislation has been amended extensively over

the last two years. With the most recent changes of January 1, 2020,

Curaçao is again fully compliant with international standards applied by

the Organisation for Economic Co-operation and Development (OECD)

and the Code of Conduct Group of the European Union (the EU COCG).

The new territorial profit tax system creates opportunities for businesses

using Curaçao as part of their international structure, while introducing

anti-abuse provisions to prevent potential abuse and profit shifting in line

with BEPS standards.

The most important change as of January 1, 2020 is the shift from a

worldwide tax system with exemptions for foreign sourced income to a

territorial tax system where only income from a domestic enterprise will be

subject to corporate income tax in Curaçao. In addition to this, new

requirements with regard to substance have been introduced. The third

important change is the replacement of the e-zone corporate tax rate by a

new reduced corporate tax rate for specific business activities which

Curaçao wants to attract and promote.
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The exemption for foreign sourced income has been replaced by a territorial system which only levies corporate tax on income from a

domestic enterprise. As domestic income the following can be considered:

• Business activities undertaken or exercised in Curaçao, including maintenance and repair work taking place in Curaçao;

• Leasing or renting of property (immovable and otherwise) located in Curaçao or rights used in Curaçao;

• Lending or depositing funds to or with residents and receiving premiums and capital in respect of risks located within Curaçao;

• Passive income, which is always considered to be income from a domestic enterprise. This also applies to passive income from financial

institutions such as banks and insurers;

• Business activities undertaken or exercised in Curaçao by foreign entrepreneurs in case of a local permanent establishment or in case of 

local real estate.

On the other hand, non-domestic income would be:

• Business activities undertaken or exercised abroad, such as e.g. a permanent establishment;

• Lending or depositing funds as part of an enterprise to or with non-residents or non-domestic enterprises and receiving premiums and

capital in respect of risks located outside of Curaçao.

Guidelines for the determination of domestic income are to be published. According to currently available information, the determination will

be based on the ratio between local and foreign direct expenses, excluding the cost of materials for products. This means that in most cases

there will be a combination of foreign and domestic income. Companies that operate from Curaçao will need to have a minimum amount of

substance resulting in local expenses and thus in a certain amount of local income.

The Territorial Tax System
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Based on current available information the following example may illustrate this:

Gross turnover of 1,000

Cost of materials 200 -/-

Net turnover 800

Causal expenses:

local 100

foreign 200 +

Total causal expenses 300 -/-

Gross income 500

Indirect expenses 200 -/-

Calculating the amount of domestic income based on the aforementioned ratio

of local to total causal expenses, results in this example in a domestic income

of (100/300)*300 is 100.
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Materials and causal expenses

For a better understanding it is useful to have a closer look at what may 

be deemed to be cost of materials and causal expenses.

− Cost of materials

These are the price of the goods that are being sold, or the price of the 

raw materials that are used to produce the goods to be sold. This does 

not include indirect cost of materials, such as cleaning supplies used in 

the production process.

− Causal expenses

These are expenses that are directly connected to the activity, transaction 

or service. E.g., the cost of bookkeeping of a company trading in goods 

will in general be deemed to be indirect expenses, as the bookkeeping 

does not directly connect to each sale of goods. However, in case of a 

company providing bookkeeping services, the expenses made to provide 

the bookkeeping service to a specific client are directly related to that 

service.

Please note:

Companies that do not comply with the regular requirements of 

bookkeeping and annual accounting will be deemed to have only 

generated domestic income.

5



© 2020 Deloitte Dutch Caribbean

A reduced corporate income tax rate of 3% has been introduced for the following domestic activities, provided that these activities are 

undertaken by an entity that has real presence in Curaçao:

• the construction or improvement of aircrafts and vessels of at least 10 meters in length and the carrying out of repairs and maintenance 

on these aircrafts and vessels, and machinery, installations and equipment for use on board these aircrafts and vessels;

• call and data centers and other support activities such as providing consulting and administrative services, taking orders, providing after 

sale services, help desk services insofar as they are provided to companies with a turnover of at least ANG 50 million (approx. US$ 28 

million);

• warehousing and accompanying logistic services to third parties;

• fund management and administration services provided to unrelated investment institutions and managers of investment institutions.*

* This does not include services with regard to acting as a director of companies whose registered office or actual management is based in 

Curaçao.

At the same time, the tax rate for large investment projects was increased from 2% to 3% to align its rate with the aforementioned reduced 

corporate tax rates.

Reduced Corporate Tax Rate
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Some practical examples
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To help you understand how the new legislation may affect your business we list some 

examples by activities.

Trading

Importing goods for sale in Curaçao 22%

Warehousing goods in Curaçao 3%

Other (international) trading of goods 0% to 22%*

Permanent establishment abroad 0%

Income from services

Aircraft or ship repair and maintenance 3%

Services provided by call-, service or 

datacenters to clients with sales of > NAf 50 million 3%

Services provided to investment funds 

and managers of these funds 3%

Active intercompany finance 0% to 22%*

Other services provided to foreign customers 0% to 22%*

Other services provided to local customers 22%
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Some practical examples
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Income from intellectual property (IP) and passive income

Qualifying IP income (in general income from 

locally developed IP in accordance with the 

nexus approach of the OECD) (innovation box) 0%

Non-qualifying IP income 22%

Passive income held by a Curaçao Investment 

Company with adequate substance 0%

Other passive income 22%

* The effective tax rate will depend on the aforementioned ratio of local and 
foreign causal expenses

Please note:

These are general examples and results may differ in individual cases the 
actual relevant facts and circumstances. Furthermore in the specific cases 

the specific substance requirements must be met.
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Economic substance requirements

There are different levels of substance requirements, depending on the status or generated income of an entity.

1. Curaçao Investment Companies

As of 2019 these companies need to have sufficient real presence. It is required to have sufficient direct or indirect employees to perform the 

core activities and have expenses commensurate with the type and size of these core activities.

Please note:

In case of outsourcing, the outsourcing entity must be able to demonstrate at all times that it has adequate supervision of the outsourced 

activities.

2. Territorial regime

As of 2020, enterprises that generate non-domestic income must also have sufficient direct or indirect employees to perform the core 

activities and have expenses commensurate with the type and size of these core activities. In addition, the entity must at a minimum have a 

substance that is comparable to what would be deemed a permanent establishment if the entity would have been a non-resident taxpayer.

In case an entity generating non-domestic income fails to comply with this obligation due to intent or gross negligence, a fine of between 

ANG 50,000 and ANG 500,000 may be imposed.

Please note:

In case of outsourcing, this must always take place within Curaçao and the outsourcing entity must be able to demonstrate at all times that it 

has adequate supervision of the outsourced activities and that all services take place in Curaçao.
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3. Reduced corporate tax rate

Enterprises that generate income subject to the reduced corporate tax 

rate of 3% must also have sufficient direct or indirect employees to 

perform the core activities and have expenses commensurate with the 

type and size of these core activities. Contrary to the substance 

requirement mentioned with regard to the territorial regime, only the 

activities of the entity itself will be taken into account here and not 

those of the group of companies.

Please note:

With regard to services provided to investment funds and managers 

of these funds, the substance requirements referred to here cannot be 

met by outsourcing certain activities to companies, within or outside 

the group. Core income generating activities must be performed by 

the entity itself.
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Two new anti-abuse measures have been introduced.

Anti-abuse measures

Limiting the use of a Curaçao Investment 

Company (CIC)

Banks and other regulated credit

institutions are allowed to participate in or

wholly own the shares of an entity that has

the status of a CIC. However, that is limited

to the amount of excess funds of the bank

or credit institution. In case more than only

excess funds are invested in a CIC, that will

result in the losing its CIC status.

Deemed dividend by banks participating 

in CIC or foreign passive investment 

companies

Passive investment companies, both a CIC 

or a foreign entity, are deemed to have 

distributed their income commensurate to 

the participation of a bank or other credit 

institution in that investment company. In 

case of a CIC the dividend distribution is 

deemed to be 50% of the income of the 

CIC, and in case of a foreign passive 

investment company the dividend is 

deemed to be 100%.
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In line with guidelines from the European Union , the e-zone's corporate income tax rate has been abolished as of January 1, 2020.

For taxpayers who qualified for e-zone legislative provisions applicable on December 31, 2019, these provisions are grandfathered until 

December 31, 2022.

E-zone

Miscellaneous

The changes that were introduced in 2018 with the temporary decree regarding changes to the Ordinance Tax Incentives Investments has now 

been made permanent and was incorporated into that ordinance. In addition the time period in which the minimum amount must be invested 

is now expanded from two to three years. On the other hand, the duration of the incentives has been reduced from ten to five years for 

investments of between ANG 5 and 10 million.

Please note:

Tax incentives that have already been granted have been grandfathered and requests for incentives that have been filed with the Tax 

Administration before the January 1, 2020, will be decided based on the legislation that was in force on December 31, 2019.
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Curaçao has made some important changes to its tax legislation. The result

is an internationally competitive regime, which is fully in line with current

international standards and very attractive for international businesses

interested to operate from Curaçao. Together with the very well developed

international financial sector, experienced professionals and reliable

Judicial system, Curaçao can offer very effective and efficient solutions for

international businesses.

If you are interested to learn more about the possibilities of Curaçao for

your business or investments, do not hesitate to contact us.

Conclusion
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Please contact our office at the email addresses mentioned in this newsflash if you have any questions about the profit tax reform or need additional information.

We would be pleased to assist you with your questions.
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