Preferential loans granted by
employers: new reference interest rate
Luxembourg Tax Alert
As of 1 January 2015, the interest rate to be considered to determine the
potential taxable benefit in kind in the case an employer grants a loan to
its employees is decreased from 2% to 1,5%.

It is common practice for employers, within certain sectors of activity, to grant employees lowinterest or interest-free loans, the so-called preferential loans.

The Luxembourg Income Tax Law provides a standard valuation formula to assess the benefit
resulting from these preferential loans. Over the last couple of years, the rate to determine the
benefit in kind (if any) was set at 2%. The said benefit in kind equals to the difference between the
2% interest rate and the actual interest rate on the loan granted by the employer. This applies
whether the loan is granted directly by the employer or indirectly via a third-party provider.

In the context of the significant decrease of the ECB’s interest reference rate, a parliamentary
question was raised on 26 November 2014 in this respect.

Further to the reply provided by the Minister of Finance on 19 December 2014, a Grand-Ducal
Regulation dated 23 December 2014 decreased the above-mentioned interest rate from 2% to
1.5% as of 1 January 2015.

As a consequence, such a decrease will have a direct impact on the determination of the
employees’ taxable benefit in kind in the following situations:

Grant of an interest-free loan by an employer;
Grant of a loan by an employer with an interest rate below 1.5%.
Moreover, it should be emphasised that current benefits in kind resulting from preferential loans
granted before 1 January 2015 will have to be updated as of that date.

Link to the Grand-Ducal Regulation:
http://www.impotsdirects.public.lu/legislation/legi14/Memorial-A---N_-263-du-29-decembre2014.pdf

Your contacts

Raymond Krawczykowski
Partner | Tax Leader
Tel/Direct: +352 451 452 500
rkrawczykowski@deloitte.lu
Pierre-Jean Estagerie
Partner | Global Employer Services
Tel/Direct: +352 451 454 940
pjestagerie@deloitte.lu
Xavier Martinez-Aldariz
Director | Global Employer Services
Tel/Direct: +352 451 452 132
xmartinezaldariz@deloitte.lu

Deloitte Luxembourg
560, rue de Neudorf
L-2220 Luxembourg
Tel: +352 451 451
Fax: +352 451 452 401
www.deloitte.lu

Deloitte is a multidisciplinary service organisation which is subject to certain regulatory and professional restrictions on the types of services we can
provide to our clients, particularly where an audit relationship exists, as independence issues and other conflicts of interest may arise. Any services we
commit to deliver to you will comply fully with applicable restrictions.
Due to the constant changes and amendments to Luxembourg legislation, Deloitte cannot assume any liability for the content of this leaflet. It shall only
serve as general information and shall not replace the need to consult your Deloitte advisor.
About Deloitte Touche Tohmatsu Limited:
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms,
each of which is a legally separate and independent entity. Please see www.deloitte.com/lu/about for a detailed description of the legal structure of
Deloitte Touche Tohmatsu Limited and its member firms.
Deloitte provides audit, tax, consulting and financial advisory services to public and private clients spanning multiple industries. With a globally
connected network of member firms in more than 150 countries, Deloitte brings world-class capabilities and deep local expertise to help clients
succeed wherever they operate. Deloitte has in the region of 200,000 professionals, all committed to becoming the standard of excellence.
© 2015 Deloitte General Services
Designed and produced by MarCom at Deloitte Luxembourg

