Luxembourg Tax Alert
Clarification of the calculation of company car’s benefit in kinds

Two benefits in kind may arise from a company car:

•

Benefit in kind in relation to the private use of a car, and

•

Capped benefit in kind in relation to the repurchase, if any, of a company car at the
end of the leasing under its market value.

In this respect, the cumulated reportable benefit in kind (BIK1 + BIK2) cannot exceed 100% of the
acquisition price of the car (VAT and options included; discount and employee’s participation(s)
deducted).

Should the employee and the employer disagree on the value of the car upon its repurchase at the
end of the leasing (as determined in accordance with the valuation table now included in the
Circular), the Circular suggests that the employer calls for an independent expertise, in order to
determine the benefit in kind which would have to be reported in the payroll, as the case may be.

This new circular takes into account recent case law (dated 25/09/2014) which resulted from a
change in the practice of the tax authorities since 2011.

Should you have any questions or wish to discuss the implications of the new covenanton your
business, please do not hesitate to contact us.
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