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Tax aspects of 
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in Aruba
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1.
General
In principle, real estate located in Aruba falls under the Aruban tax regime, also if the owner of the real estate does not reside in Aruba. In that case, the owner will be deemed a foreign taxpayer in Aruba, in principle. As regards owners living in the Netherlands, this has even been laid down explicitly in the Kingdom Tax Regulations; these Regulations confer the right to levy to the country in which the real estate is located.
The fiscal processing of real estate In Aruba takes place in several ways, which will be discussed hereinafter.

2.
Possession of real estate
The possession of real estate is not liable to taxation in Aruba. Just like the Netherlands, real estate tax (land tax) has to be paid, however. The real estate tax is an annual tax. The tax is calculated in respect of the market value of the real estate, and amounts to Afl. 4.- per Afl. 1,000.-
No tax has to be paid in respect of the first Afl. 60,000.-.

The assessment is made as follows:

	Value real estate
	
	
300,000
	(variable)
	(P&L)
	
167,598
	
	

	Minus: Exemption
	
	
60,000
	(fixed)
	
	
33,520
	
	

	Tax base
	
	
240,000
	
	
	
134,078
	
	

	Tax rate 0.4%
	
	
0.40%
	
	
	
0.40%
	
	

	Tax
	
	
960
	(Afl.)
	
	
536
	(USD)

	


Real Estate tax is levied over the registered value of real estate which was owned by an individual or entity per January 1 of any year. The registered value is determined once every 5 years by the tax authorities.
3.
Income from real estate
3.1
Income from real estate in the income tax
•
Owner-occupied dwelling

If a private individual owns real estate, serving as this individual's principal residence, there is no question of taxation. Contrary to the tax regime in the Netherlands, no income from homeownership needs to be imputed, whereas the financing costs in connection with this dwelling are deductible.


Selling your own home is not liable to Income tax, in principle. However, property transfer tax is payable by the purchaser at the rate of 3% if the real estate value is under 
Afl. 250.000,- and 6% if the real estate value is above said amount.
•
Real estate other than an owner-occupied dwelling

If, in addition to his/her own home, a private individual (also) owns other real estate located in Aruba, there will only be question of taxation, if and in as far as income is received from it.


The net income is taxed. This means that costs may be deducted. It concerns the following costs:


-
financing costs;


-
expenses in connection with the rental proceeds (real estate agent, civil law notary, advertisement);


-
insurance;


-
rent assessment committee;


-
land tax and ground rent;


-
costs related to the collection of rent;


-
maintenance expenses (repairs, paintwork, garden maintenance) and the like.










Expenses incurred to improve the real estate, such as the installation of a swimming pool and a garden, are not deductible. Within this framework, such expenses also cannot be written off for the depreciation of the real estate. If the costs exceed the income in one year, they can be deducted from the other income subject to income tax in the same year.


The tax is the regular progressive income tax. 

Selling real estate privately is not liable to taxation, in principle.

•
Income from real estate as operating profit in the income tax

Letting (renting) real estate could qualify as an enterprise. This will be the case, if real estate is operated on a larger scale, or if real estate is purchased with some regularity within a short period, with the object to sell it at a profit. There is no unequivocal answer to this question; it concerns a gray area.


If income is received from an enterprise, a balance sheet and a profit & loss statement must be prepared. The real estate will be included in the balance sheet, and the costs relating to the enterprise will be deductible. Furthermore, 'ordinary' depreciations are also permitted.


The tax is the regular progressive income tax. Any losses can be set off during a 5-year period.


In case of sale, the disposal profit will be liable to taxation. This is the difference between the selling price and the book value. The higher the depreciated amount, the higher the disposal profit will be, as the book value will be less because of the depreciation. If, in case of a sale, you expect to buy new real estate within 4 financial years, a replacement reserve can be formed, so that taxation will be postponed.
3.2
Income from real estate in a corporation
If the real estate is operated via a corporation, more or less the same tax rules apply as in case of income from real estate as operating profit.

A balance sheet and a profit & loss statement have to be prepared. The rules regarding depreciation off settable losses and the replacement reserve are also the same. From a fiscal point of view, the only difference is that the tax rate is a flat rate of 28%. In addition, the shareholders personally will have a substantial interest in as far as income tax is concerned. In case of benefits, such as dividend and disposal profit, a 25% tax will be due. In case of a shareholder living in the Netherlands, the right to levy laid down in the Kingdom Tax Regulations will be conferred to the Netherlands, in principle.

The advantage of a corporation is that it offers more possibilities to decrease the taxable profit. Thus, a salary can be granted to the managing director-shareholder, and a pension can be accumulated for his benefit. In case of a Dutch shareholder, use can be made of a salary split.

If employees receive a salary from different operating companies in several countries, there is question of a salary split. A salary split notably is a means to moderate the marginal tax burden somewhat, while making optimal use of the (usually) progressive character of the wage and income tax regimes.

This salary split can also be used, subject to conditions, if a Dutch investor carries out activities in Aruba via an Aruban legal entity or a permanent establishment domiciled in Aruba.

From a legal point of view, it can also be attractive to use a corporation, because the corporation has its own (separate) capital. This will reduce the liability risks.

Of course, it depends on the investor's personal situation which option is best from a tax and legal point of view. If so desired, we can elaborate this in a specific advice.




4.
Turnover Tax (hereinafter: TOT) / Room tax
As of January 1, 2007, TOT is levied over company sales realized by business of entrepreneurs through the delivery of goods and rendering of services in Aruba. 

If letting real estate could qualify as an enterprise for income tax purposes or the real estate is operated via a corporation in principle TOT is due. 

However, the law has a lot of exemptions. No TOT is levied over the delivery of real estate, if in relation to this delivery transfer tax is also due. No TOT is due in case of letting apartments/houses in so far room tax has been paid over the proceeds. In Aruba room tax has to be paid in case of a “holiday home”.  Room tax is a tax payable by the guest at a rate of 6% over the cost of accommodation levied. Furthermore, the letting of dwellings to natural persons is not subject to TOT if the dwelling is to be used by these persons as their principal place of residence.   

If you have any questions or remarks in connection herewith, we would like to be informed thereof. For this purpose, you can contact Henri Rajan (henri@catcaruba.com) or 
Marcel `t Mannetje (marcel@catcaruba.com). 
Of course, you can also reach us by telephone: 00(297)-527 5500. 
The General Terms and Conditions of Caribbean Accounting & Tax Consultants N.V. apply to all services and/or activities supplied. These General Terms and Conditions were filed on the 22nd of March 1999 at the Court of First Instance in Aruba. 
� The USD exchange rate applied is the exchange rate the tax department of Aruba uses (1.79)





