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||| Tax treatment of companies
carrying out intra-group financing
activities in Luxembourg

On the 8 April 2011, Luxembourg tax authorities issued an administrative Circular
(Circulaire LIR n°164/2bis, hereafter called the "April" Circular) aiming to providing
additional guidance and clarification with respect to companies carrying out intra-group
financing activities in Luxembourg.

A previous Circular (Circulaire LIR n®164/2 issued on 28 January 2011, the "January"
Circular) had already provided for documentation requirements as well as guidelines to be
followed by taxation offices for issuing binding tax clearances to Luxembourg companies
engaged in intra-group financing operations.

As such tax clearances are interpretations of the applicable tax legislation, they are
generally only valid as long as the tax laws or administrative positions remain unchanged.

The April Circular provides for a grand-fathering period until the 31 December 2011,

for companies to regularize their situation and to comply with the transfer pricing
documentation and other requirements of the January Circular. Companies which will
have adapted their situation and do comply with the conditions of the January Circular
may file a new tax clearance on the remuneration derived from their intra-group financing
activities.

We recommend all companies to contact their tax advisors at Ernst & Young in order to
analyze the possible impact of the April Circular on their domestic financing operations
and notably to apply for a new tax clearance in relation to financing activities carried out in
Luxembourg.

Where required, we help our clients also to evaluate the next actions to be undertaken
in order to comply with the requirements of the January Circular, such as adapting their
organizational and economic substance in Luxembourg and supporting the arm's length
character of the remuneration derived from their intra-group financing activities.
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About Ernst & Young

Ernst & Young is a global leader in assurance,
tax, transaction and advisory services.
Worldwide, our 141,000 people are united
by our shared values and an unwavering
commitment to quality. We make a difference
by helping our people, our clients and our
wider communities achieve their potential.

Ernst & Young refers to the global organization
of member firms of Ernst & Young Global
Limited, each of which is a separate legal
entity. Ernst & Young Global Limited, a

UK company limited by guarantee, does

not provide services to clients. For more
information about our organization, please
visit www.ey.com

About Ernst & Young's International Tax
services

Our dedicated international tax professionals
assist our clients with their cross-border tax
structuring, planning, reporting and risk
management. We work with you to build
proactive and truly integrated global tax
strategies that address the tax risks of today's
businesses and achieve sustainable growth.
It's how Ernst & Young makes a difference.
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