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The recent decision taken by the Luxembourg Tribunal Administratif on 23 September 2022
(decision 44902), where an interest-free loan was requalified as equity financing for tax purposes,
[1] once again sheds a light on one of the most important dilemmas in corporate finance, at least
from a tax perspective. Should an entity be financed with debt or equity?

Recent international (ie at OECD level), regional (ie at the level of the European Union) and
unilateral initiatives have been launched and implemented to tackle a bias towards debt financing
and therefore limit the risk for aggressive base erosion.

In Luxembourg, there are various legal provisions which mitigate the effects of debt financing on
tax base reduction or withholding tax relief. Here is a non-exhaustive list of some of the situations
covered by these Luxembourg legal provisions applicable to Luxembourg companies financed by
debt (loan, bond, notes etc):



https://www.ogier.com/publications/snapshot-what-are-some-tax-consequences-of-debt-funding-for-luxembourg

For more information, please contact a member of our expert tax team who are ready to help you,
and your clients, navigate the different angles of corporate funding and their tax treatment under
Luxembourg law.

[1] Read our briefing on this decision.

About Ogier

Ogier is a professional services firm with the knowledge and expertise to handle the most
demanding and complex transactions and provide expert, efficient and cost-effective services to
all our clients. We regularly win awards for the quality of our client service, our work and our

people.

Disclaimer

This client briefing has been prepared for clients and professional associates of Ogier. The
information and expressions of opinion which it contains are not intended to be a comprehensive
study or to provide legal advice and should not be treated as a substitute for specific advice
concerning individual situations.

Regulatory information can be found under Legal Notice



https://www.ogier.com/publications/snapshot-what-are-some-tax-consequences-of-debt-funding-for-luxembourg
https://www.ogier.com/publications/the-interest-free-loan-a-financial-instrument-prone-to-recharacterisation-by-the-luxembourg-judge
https://www.ogier.com/legal-notice/

Key Contacts

Bertrand Géradin
Partner

Luxembourg - Legal Services

E: bertrand.geradin@ogier.com
T: +352 2712 2029

“y
Aurélie Clementz

Partner
Luxembourg - Legal Services

E: aurelie.clementz@ogier.com
T: +352 2712 2024

Hadrien Brémon

Counsel


https://www.ogier.com/people/bertrand-geradin/
https://www.ogier.com/locations/luxembourg-legal-services/
mailto:bertrand.geradin@ogier.com
tel:+352%202712%202029
https://www.ogier.com/people/aurelie-clementz/
https://www.ogier.com/locations/luxembourg-legal-services/
mailto:aurelie.clementz@ogier.com
tel:+352%202712%202024
https://www.ogier.com/people/hadrien-bremon/

Luxembourg - Legal Services

E: hadrien.bremon®@ogier.com
T: +35227122071

Arthur Mendegris

Associate

Luxembourg - Legal Services

E: arthur.mendegris@ogier.com
T: +352 2712 2098

Related Services
Corporate

Fund Finance

Tax

Legal


https://www.ogier.com/locations/luxembourg-legal-services/
mailto:hadrien.bremon@ogier.com
tel:+352%2027%2012%2020%2071
https://www.ogier.com/people/arthur-mendegris/
https://www.ogier.com/locations/luxembourg-legal-services/
mailto:arthur.mendegris@ogier.com
tel:+352%202712%202098
https://www.ogier.com/expertise/services/legal/corporate/
https://www.ogier.com/expertise/services/legal/banking-and-finance/fund-finance/
https://www.ogier.com/expertise/services/legal/tax/
https://www.ogier.com/expertise/services/legal/

	Snapshot: what are some tax consequences of debt funding for Luxembourg?
	Insights - 20/10/2022
	About Ogier
	Disclaimer
	Key Contacts
	Related Services


