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PREFACE
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ÅThe ground under your home is owned by 
the City of Amsterdam. For the use of it,
you pay an annual rent: the canon.

ÅIn 2019, you are faced with major decisions:
1. Extended buy off for current timeslot?
2. Adopting perpetual leasehold?
3. How to make the switch? Multiple options.

ÅLeasehold is considered complicated,
with both juridical and financial aspects

ÅWe explore the future under various scena-
rios. These offer you a clear insight into your 
options and financial consequences.

ÅThe insights provided in this report should 
be combined with your personal finances. 
These are not part of our analysis.

ÅThis report is independent.
Our leasehold calculations are based on our 
own valuation models. As such, our analysis 
may also be used as a check on the figures 
set by the City of Amsterdam.

ÅThis report is for informational purposes 
only and contains no advice of whatever 
nature
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YOUR CURRENT LEASEHOLD CONTRACT
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Characteristics of 'continued leasehold'

ω Your current leasehold contract started in 2001. Timeslot has a duration of 50 years and ends in 2050.

ωOn your contract, Algemene Bepalingen (General Provisions) 1994 are applicable

ω You currently pay a canon of 3.449 Euro per year. This is (when conditions are met) tax deductible.

ω This canon will be increased once every 5 five years with Dutch CPI (minus 1% setback)

ω You have the option to buy off current timeslot with max 50 yrs extension (not tax deductible)

ω In 2050, canon will be revised. When you buy off including an extension, this moment is deferred.

ω City of Amsterdam sets level of the new canon. You may instead ask for an independent expert taxation.

ω The new timeslot has a duration of 50 years. AB 2000 will be applicable at that moment.

ω Future level of the new canon is unknown. This constitutes a financial risk for you as a homeowner.

ω In order to take away this uncertainty, it is now possible to switch to perpetual leasehold (AB 2016)



MAIN FINDINGS
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ω At the end of the current ω Extended buy off allows for maximum ω An early buy off saves money

timeslot (2050), canon cost saving of 23.523 Euro (at 35 yrs) over time, but expenses are

will be revised advanced to today
ω In order to realize this saving, current

ω The canon will go from timeslot (+ 35 yrs of extension) needs ω Separate choices for current

3.449 to 6.012 Euro per to be bought off for 107.774 Euro in '19 timeslot and perpetual leasehold

year (plus inflation)
ω Subsequently, remaining perpetual ω Income tax effects

ω Locking in 2019 seems timeslot can be bought off for 48.184 Own money or mortgage

favorable, as waiting may Euro (optional) Pricing of buy off amount

increase future expenses Financial risks of canon

ω Slides 8 and 9 ω Slides 11 - 14 ω Slides 18 - 22

Adoption of perpetual leasehold in 2019 seems favorable. This can take place by locking the canon or a buy off.

Paying canon Buy off Canon or buy off?



THE NEW CANON



THE NEW CANON
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We start with an exploration of the canon, basis 
for the leasehold system. Any buy off amount is 
based on a pattern of future canon payments.

On the next slide, we present a development of
the canon, in case of locking in 2019:

ÅIn the current timeslot, this relates to current 
canon with or without a periodic indexation 
(depending on the applicable provisions)

ÅFollowed by perpetual timeslot, in which the 
canon be indexed annually with Dutch CPI. 
Indexation also applies in the waiting period.

For graphical reasons, we show a horizon of 50 
years. Perpetual canon will continue afterwards.

On subsequent slide, we compare 3 scenarios:

1. Shift to perpetual leasehold in 2019
by locking the canon

2. Shift to perpetual leasehold in 2020
by locking the canon

3. No shift to perpetual leasehold.
Level of future canon unknown.
Adoption discount not applicable.

We will take as a perspective the moment at 
which perpetual timeslot starts. We will show 
a split into the locked part and future inflation.



CANON PROJECTION (LOCKING IN 2019)
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Å Future development of 
the canon, based on 2% 
annual price inflation

Å Purchasing power of 
future canon is locked 
at moment of switch

Å This means that the 
canon is indexed with 
CPI each year

Å Indexing takes place in 
waiting period as well
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CANON SCENARIOS (MOMENT OF RENEWAL)
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Å Comparison of canon at the 
moment of renewal, at end
of current timeslot. Start of 
perpetual leasehold.

Å When locking in 2019, level
of new canon is limited to
green bars (locked + inflation)

Å When locking takes place in 2020, 
the new canon will be at the level 
of the red bars (locked + inflation)

Å Canon in case of staying with 
continued leasehold unknown 
until end of current timeslot. 
Indication based on valuation 
policy currently applied by City 
(actual price level + inflation).

Eventual canon may be
lower after expert taxation.

3.449 
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BUY OFF SCENARIOS



FULL BUY OFF
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67.030 67.030 67.030 65.811 

40.745 40.745 

112.451 
48.184 

93.662 

218.589 

179.481 

155.958 

201.437 

284.400 

scenario 1 scenario 2 scenario 3 scenario 4

current timeslot extension perpetual (2019) perpetual (2020)
Complete future leasehold buy off for both 
current timeslot and perpetual. Four scenarios:

1. Direct adoption of perpetual leasehold in 
2019: buy off for current timeslot and 
perpetual.

2. Buy off for current timeslot and extension
in 2019. Subsequently, in 2019, adoption
of perpetual leasehold (buy off).

3. Buy off for current timeslot and extension
in 2019. Subsequently, in 2020, adoption
of perpetual leasehold (buy off).

4. No buy off for current timeslot and 
extension in 2019. Adoption of perpetual 
leasehold in 2020 (buy off).



FULL BUY OFF - EXPLANATION
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67.030 67.030 67.030 65.811 

40.745 40.745 

112.451 
48.184 

93.662 

218.589 

179.481 

155.958 

201.437 

284.400 

scenario 1 scenario 2 scenario 3 scenario 4

current timeslot extension perpetual (2019) perpetual (2020)
1. Buy off is net present value of: (1) current 

timeslot and (2) subsequent perpetual 
timeslot. For (2) favorable transitional 
measures are applicable in 2019.

2. For the extension period of max 50 years, 
the buy off cost is based on the original 
ground value. Most favorable scenario.

3. As in 2, but higher leasehold (canon) after 
expiration of the extension period: based
on recent WOZ-value and neighbourhood 
street quote.

4. Least favorable. Option of extended buy off 
not used and canon after current timeslot 
against recent WOZ-value and 
neighbourhood street quote.



PARTIAL BUY OFF
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On previous slide, we showed the cost based on a full 
buy off of future canon. This is the most expensive 
scenario for the short term. Many homeowners will 
not be able or willing to make that investment.

It is good to know that you can also opt for a partial 
buy off. At right, we show most conceivable options.

1. Only perpetual timeslot
Advantage: at end of current timeslot,
no further canon will be required.
Disadvantage: besides this investment, until end 
of timeslot the current canon will be required.

2. Only current + extension
Advantage: cost saving from extended buy off will 
be realized. No canon required for next decades. 
Disadvantage: canon will revive at some
point in the future (far away though).

3. Full buy off (shown for comparative reasons)

67.030 67.030 

40.745 40.745 

112.451 
48.184 

112.451 

107.774 155.958 

1 2 3

only perpetual only current + extension full buy off

current timeslot extension perpetual (2019)



PERPETUAL LEASEHOLD: POSTPONED BUY OFF
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Å Slide 11 shows that with an extended
buy off, a cost saving can be realized

Å Besides, it would be better to adopt
perpetual leasehold in 2019 instead of
2020 (either buy off or locking canon)

Å Slide 13 shows that it is possible
to opt for a partial buy off as well

Å Alternative for a (partial) buy off in 2019 is 
locking the canon in 2019 and a buy off at
a later moment. This would be more cost 
efficient than making the switch in 2020.

Å This strategy may be applied in combination 
with an extended buy off in 2019 as well

Å Buy off cost increases each year with
4.5% (interest 2.5% + inflation 2.0%)

Å In case of large upward shifts in interest
rates, future buy off cost may be lower!

112.451 118.748 134.031 151.282 170.752 192.729 217.534 241.113 241.113 241.113 
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PAYING CANON
OR A BUY OFF?



PAYING CANON OR A BUY OFF?
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ÅUp to now, we have explored
canon and buy off separately

ÅIn this section an integral approach:
paying canon (locking) or a buy off?

ÅWith a buy off, you advance the expenses.
At some point in future, the sum of canon
payments exceeds initial buy off amount.

ÅWe assume a CPI of 2% per annum, with
which the perpetual canon will be indexed

ÅWe translate future payments into present 
money, by discounting them year-on-year 
against a rate of 3.5%. Present value is be-

low the level of the future payment itself.

ÅWe compare scenarios where the buy off is 
financed with own money and scenarios 
where it is financed with a mortgage

ÅWe assume a 30 year annuity mortgage,
with a mortgage interest rate of 3.5%

ÅTax effects: we reflect outcomes both with 
and without income tax relief. Not everyone 
is entitled to a tax relief. More information on 
this matter can be found on following slide.

ÅSeparate comparison for current and
perpetual timeslot (freedom of choice)



FISCAL ASPECTS
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ÅTax deductibility of leasehold has
strong similarities with a mortgage

ÅThe paid canon is deductible in box 1 (work
and home) when you are the homeowner
and it relates to your main residence

ÅYou should be aware that the maximum tax 
relief in box 1 will decrease to 37% in 2023

ÅBesides, there is the so-called eigenwoning-
forfait. Due to Wet Hillen, this is considered 
taxable income. It is ceiled at the level of your 
tax deductibles (interest on mortgage, canon).

ÅAs such, in case of no or small mortgage, the 
eigenwoningforfait may still be significant due 

to the fact that a canon is paid

ÅA buy off does not qualify as a deductible
for income tax, as amortizations on your 
mortgage are not deductible either

ÅOn following slides, we reflect the leasehold
cost including and excluding tax deduction

ÅWe assume a maximum deduction of 37%

ÅWe have not investigated to what extent this 
applies to you. The tax saving (gross / net) is 
therefore only indicative.

ÅYou can not derive any rights from this

ÅExcluded: any wealth tax effects (box 3)



CURRENT TIMESLOT + EXTENSION: HOW PAYING?
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107.774 

61.473 61.473 

46.302 
29.170 

183.727 

115.748 

107.774 107.774 

90.643 

183.727 

115.748 

 buy off 2019  buy off 2019  buy off 2019  annual payment  annual payment

 own money  mortgage  mortgage

 gross = nett  gross  nett  gross  nett

 own money  amortization  interest cost  canon1st column: the buy off amount set by 
the City is paid with own money. 
Direct cash outflow.

2nd column: buy off is financed with 
mortgage. Amounts relate to net 
present values of amortizations and 
interest payments that take place the 
coming 30 years: how much money 
should be set aside today to be able
to make the required payments, 
assuming an annual return of 3,5%?

3rd column: maximum tax advantage 
of 37% on interest payments

4rd column: how much money should 
be set aside today to pay the canon?

5th column: maximum tax advantage 
of 37% on canon payments



CURRENT TIMESLOT + EXTENSION: WHEN PAYING?
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107.774 

48.734 38.284 30.933 
19.488 

59.040 
52.359 

43.192 

27.211 

109.601 

69.049 

107.774 107.774 

90.643 

183.727 

115.748 

 buy off 2019  buy off 2019  buy off 2019  annual payment  annual payment

 own money  mortgage  mortgage

 gross = nett  gross  nett  gross  nett

 direct  0 - 10 years  10 - 30 years  after 30 years1st column: the buy off amount set by 
the City is paid with own money. 
Direct cash outflow.

2nd column: buy off is financed with 
mortgage. Amounts relate to net 
present values of amortizations and 
interest payments that take place the 
coming 30 years: how much money 
should be set aside today to be able
to make the required payments, 
assuming an annual return of 3,5%?

3rd column: maximum tax advantage 
of 37% on interest payments

4rd column: how much money should 
be set aside today to pay the canon?

5th column: maximum tax advantage 
of 37% on canon payments



PERPETUAL TIMESLOT: HOW PAYING?
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1st column: the buy off amount set by 
the City is paid with own money. 
Direct cash outflow.

2nd column: buy off is financed with 
mortgage. Amounts relate to net 
present values of amortizations and 
interest payments that take place the 
coming 30 years: how much money 
should be set aside today to be able
to make the required payments, 
assuming an annual return of 3,5%?

3rd column: maximum tax advantage 
of 37% on interest payments

4rd column: how much should be set 
aside today to pay perpetual canon?

5th column: maximum tax advantage 
of 37% on canon payments

48.184 
27.483 27.483 

20.700 13.041 

161.475 

101.729 
48.184 48.184 

40.524 

161.475 

101.729 

 buy off 2019  buy off 2019  buy off 2019  lock 2019  lock 2019

 own money  mortgage  mortgage

 gross = nett  gross  nett  gross  nett

 own money  amortization  interest cost  canon



TOTAL: WHEN PAYING?
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1st column: the buy off amount set by 
the City is paid with own money. 
Direct cash outflow.

2nd column: buy off is financed with 
mortgage. Amounts relate to net 
present values of amortizations and 
interest payments that take place the 
coming 30 years: how much money 
should be set aside today to be able
to make the required payments, 
assuming an annual return of 3,5%?

3rd column: maximum tax advantage 
of 37% on interest payments

4rd column: how much money should 
be set aside today to pay the canon?

5th column: maximum tax advantage 
of 37% on canon payments

155.958 

70.522 55.400 
30.933 19.488 

85.436 
75.767 

43.192 
27.211 

271.076 

170.778 

155.958 155.958 
131.167 

345.201 

217.477 

 buy off 2019  buy off 2019  buy off 2019  annual payment  annual payment

 own money  mortgage  mortgage

 gross = nett  gross  nett  gross  nett

 direct  0 - 10 years  10 - 30 years  after 30 years



ARGUMENTATION
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ωClarity on future canon ωReleased from (future) leasehold liabilities
Purchasing power is locked, increase only for price inflation Highest form of certainty

ωFavorable switching regime (in 2019) ωFavorable switching regime (in 2019)
WOZ-value 2015, NSQ 2017, 35% discount WOZ-value 2015, NSQ 2017, 35% discount

ωNo high cash out on short term ωFavorable pricing of buy off cost

Canon will only be payable on long term and step-by-step Discount rate of 4,5% and reference date 1 October 2017

ωCanon is (under constraints) income tax deductible ωVarious tax effects (depending on personal situation)

Depending on personal situation Tax deductible mortgage interest payments, savings on wealth tax

ωFuture buy off cost (after lock in 2019) may turn out to be lower ωCity council investigates desirability of perpetual buy off

Only in case of considerable increase in 10-yr NL interest rate level This may be just a temporary option, that will be taken out in future

ω Inflation risk with leaseholder ωAdvancing payments to short term

See appendix for more information Potential pressure on cash position

ωStrong annual increase in buy off cost ωBuy off cost itself is not tax deductible

Expected annual increase: 4,5% (at 2% price inflation) This may be different for interest payments on mortgage loan

ωRisk that perpetual buy off will no longer be possible ωMarket value of house may not increase 1-on-1

Depending on political decision making Depends on how leasehold will be perceived and priced in future

ωTwo times to notary ωPolitical decision making?

First time at locking in 2019, second time at (later) buy off We cannot exclude the scenario of a more favorable offer in future

ωPosition banks at future requests for mortgage loan ωFuture buy off cost (after lock in 2019) may turn out to be lower

Banks may become more reluctant in case of leasehold liabilities Only in case of considerable increase in 10-yr NL interest rate level

 LOCKING THE CANON (IN 2019)  BUY OFF (IN 2019)
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CLOSING REMARKS


