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Luxembourg VAT on directors’ fees

The Luxembourg VAT treatment applicable to directors’ fees has been the subject of
numerous discussions and press articles for the last few weeks.

On 10 February 2016, the Director of the Luxembourg VAT authorities — Romain Heinen —
publicly confirmed that Luxembourg VAT should apply to the supplies rendered by
directors. Mr Heinen also indicated that this position is not new, as the approach had
always been followed by the VAT authorities.

No VAT exemption should therefore a priori apply to directors’ fees. However, Mr. Heinen
did advocate flexibility from the VAT authorities with regards to previous years, up to
2015.

Considering the issues triggered by the inconsistencies in the tax treatment of directors’
fees (between indirect and direct taxes) and the importance of the question, it appears
that the Minister for Finance, Mr Gramegna, confirmed — further to the comments made
by Mr. Heinen — that the necessary clarifications and adjustments should be part of the
upcoming tax reform, and should therefore not become effective before 1 January 2017.

As it is widely expected that the application of VAT on directors’ fees should be confirmed
in the context of the tax reform, directors should start assessing their VAT position now
and consider potential obligations, as and when appropriate.

Considering that the discussions are still ongoing, please contact us for further information
and recent updates.

For further information, please do not hesitate to contact us.

The information contained herein is of a general nature and is not intended to address the circumstances of any
particular individual or entity. Although we endeavour to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the
future. No one should act on such information without appropriate professional advice after a thorough examination of

the particular situation.
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