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The obligation to file a tax return with the Internal Revenue Service (IRS) 

imposed upon the United States (US) citizens or so-called Greencard Holders was 

already introduced in our article “Preparing US Federal Tax Returns in the 

Netherlands” published on March 22nd, 2013 on the Expatica website. The 

article gave a general overview of the interaction between the Dutch and the US 

(Federal) tax systems on avoiding double taxation and a short explanation of the 

forms that typically need to be filed with the Federal Tax Return. 

 

In this article we will provide further elaboration on Form 1116 which is used to 

claim tax credits on the US Federal Tax Return to avoid double taxation of the 

same income by both the US and the Netherlands. In addition, this article will 

also give more detailed information on the new Form 8938 which is used to 

report specified foreign financial assets and a reminder for completing Form TD F 

90-22.1 which is due June 30th (commonly known as the FBAR Form). Please 

note that the below only covers US Federal taxation for Individuals and does not 

cover State taxation or tax reporting rules for businesses.    

 

Form 1116  

To avoid double taxation of the same income in the Netherlands and the US, you 

are allowed to claim a deduction in either country depending on provisions from 

the Income Tax Treaty concluded between the Netherlands and the US. This 

amongst others dictates that:  

1) interest and capital gains are subject to taxation in the country where you 

live;  

2) dividends are subject to taxation in the country where you live, however, 

the country from which the dividend is paid from is allowed the first 15% of 

tax;  

3) proceeds from real-estate are taxed in the country where the real estate is 

located;  

4) employment income is taxed in the country of residency (Netherlands) 

unless: a) you spend a significant amount of your time (at least 183 days per 

year) in the other country (US) or; b) you are paid by an employer located in 

the other country (US), then any income allocated to work performed while 

physically in the US is subject to US taxation;  

5) income from self-employment or (freelance) consulting is taxed in the 

country where it originates from. This can be subject to interpretation but in 

practice it is often based on location of your office, where services are 

physically performed or your registered address; 

6) distributions from private and / or employee Pension Funds are taxed in 

the country of residence (Netherlands). Distributions from public pension 



funds or social security plans are subject to taxation in the country where the 

plans are administered. Exceptions apply to early distributions, lumpsum 

payments and rollovers.    

 

If the tax treaty awards taxation to the Netherlands, then Form 1116 is used to 

claim a credit for Dutch tax paid on the income you are also reporting in your US 

Federal Tax return.  

 

Step 1 

Report all your Dutch and US income on the appropriate lines on Form 1040 (for 

instance line 7 for employment income) and the appropriate Forms (for instance 

Form 1040 Schedule B for interest and dividends).  

 

Step 2 

Determine which country has right of taxation based on the directives from the 

Income Tax Treaty. 

 

Step 3 

Separate the various income components allocated to Dutch taxation into 

categories and file a separate Form 1116 for each category of income such as 

income from:  

(a) passive category income: such as interest, dividends and capital gains. 

This category considered to correspond to the Dutch Box-3 asset tax. You are 

therefore only allowed to only claim a credit for the Dutch Box-3 tax on the Form 

1116 passive category. 

(b) general category income: such as employment income, income from self-

employment and retirement distributions. This category relates to the Dutch Box-

1 tax. You are therefore only allowed to only claim a credit for the Dutch Box-1 

tax on the Form 1116 general category. 

(c,d,e) income re-sourced by treaty, Section 901(j) and lump-sum distributions: 

this can be either passive or general category income and require specific review 

on a case-by-case basis and are therefore beyond the purpose of this Article.   

 

Step 4 

List the respective country on Part I line g (Netherlands) and the total of the 

categorized income subject to Dutch taxation on Line 1a. Follow the instructions 

for further completing Part 1 

 

Step 5   

On Part II of Form 1116 report the Dutch tax calculated either on a paid basis or 

an accrued basis. To calculate the tax on the paid basis use the amount you paid 

during the tax year or that was withheld from your income during the year. This 

would be for instance Dutch withholding listed on your Dutch salary statement 

(‘loonbelasting’ or ‘loonheffing’ indicated on your ‘Jaaropgaaf’), the Dutch tax 

withholding from your dividends (‘dividendbelasting’ on the Financial summary 



from your Dutch bank).Calculation of the tax on an accrued basis concern the 

final amount of Dutch tax calculated for the year i.e. accounting for any Dutch 

tax refunds and additional liabilities.  

 

As there are pros and cons to using either method and the choice should be 

determined on a case-by-case basis, we recommend advising an expert.  

 

Step 6 

Complete Part III and keep in mind that Form 1116 is meant to avoid double 

taxation. However, if part of your income is not subject to taxation in the US (for 

example, because you are also claiming the Foreign Earned Income Exclusion on 

Form 2555 - for explanation on Form 2555 please see our article “Preparing US 

Federal Tax Returns in the Netherlands”), then the amount of Dutch tax allowed 

as a credit is reduced relative to the amount of income not subject to US 

taxation.  

 

Step 7 

Complete Part IV after you have completed Forms 1116 for all applicable income 

categories.  

 

Form 8938  

Starting from 2012, US taxpayers need to report their foreign assets in their 

Federal Tax Return on Form 8938. You need to include Form 8938 in your US tax 

return and report your specified foreign financial assets if the total value of all 

such assets in which you have an interest is more than the appropriate reporting 

threshold: 

1. if you are filing as a single 

a)  on the last day of the tax year the threshold is $200,000; or  

b) at any time during the tax year the threshold is $300,000  

2. if you are married and filing jointly  

a) on the last day of the tax year the threshold is $400,000; or  

b) at any time during the tax year the threshold is $600,000. 

 

Financial assets include: Dutch bank accounts, investments held with Dutch 

financial institutions, the value of your Dutch ‘levensloop’ or ‘bankspaar’ account, 

the mortgage linked investment account, the Dutch ‘kapitaalverzekering’, 

interest in a Dutch partnership, etc. Dutch private retirement accounts such as 

‘lijfrenten’ and employee pension plans are also considered financial assets, 

however, these may be subject to special valuation rules and reviewed per 

account.  

 

Financial assets do not include: Dutch real estate, Dutch qualified retirement 

accounts, personal property (collectibles, antiques, etc.), Dutch financial 

accounts managed through a US based entity or branch.  

 



Note that the above also applies to assets in other countries outside the US. If 

you do not have to file an income tax return for the tax year, you do not have to 

file Form 8938, even if the value of your specified foreign financial assets is more 

than the appropriate reporting threshold.  

 

Note: filing the Form 8938 does not relieve you of the requirement to file the 

Form TD F 90-22.1 (or FBAR). 

 

TD F 90-22.1 (FBAR)  

US nationals also need to disclose their foreign bank accounts directly to the US 

Department of the Treasury if the total of all accounts combined exceeded 

$10,000 at any given moment during the year, even if only for a day. If so, then 

all accounts, even the accounts with a nil balance and the accounts during the 

year, need to be reported on the FBAR form. Use the exchange rate as listed on 

www.fms.treas.gov for December 31st of that year to convert the highest EUR 

account value to USD.  

 

Even if you are not required to file the US tax return (low income taxpayer), you 

may still need to file the FBAR form. The FBAR form needs to be received by the 

Department of the Treasury before June 30th. 

 

If you did not file the required FBAR forms in the past or have missed the filling 

deadline, then you may be required to provide a letter of explanation with your 

filing to avoid penalties or participate in a structured compliancy program, such 

as the IRS Offshore Voluntary Disclosure Incentive, to avoid criminal prosecution.  

 

Please remember that you will need to complete Part III of Form 1040 Schedule 

B to indicate whether you will be filing the FBAR Form.  

 

DEADLINES FOR FILING THE US FEDERAL TAX RETURN 

Provided that you are filing on a calendar year basis, the due date to file your 

2012 tax return was April 15th, 2013. However, if you were out of the US at that 

time you are eligible for the automatic extension of time to file which sets the 

deadline to 17 June 2013. If you need more time to file the Federal tax return, 

you can file form 4868 before June 17th 2013 and request an additional extension 

until October 15th, 2013 without any further explanation.  

 
However, be aware that the deadline for the FBAR form is June 30th, 2013.  

 

HELP 

All the information for filing the US tax return and additional forms can be found 

on the IRS website (www.irs.gov).  

 

In case you find it too much time consuming, complicated or even boring to 

prepare your tax forms yourself, there are a number of tax advisors with 

http://www.fms.treas.gov/
http://www.irs.gov/


international experience who can help you to fulfill your obligations. Just make 

sure they are familiar with the Dutch rules as well.  

 

http://www.onestoptaxprep.nl/ 
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