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Gifts to foreign charitable
bodies are now deductible
in Luxembourg

Following the judgement rendered by the European Court of Justice (ECJ) in case
C-318/07 Hein Persche vs. Finanzamt Lidenscheid on 27 January 2009, the Luxembourg
tax authorities issued a new tax circular on 20 July 2009 allowing the tax deduction for
gifts made to foreign charitable bodies.

ECJ's decision

The ECJ stated that gifts made to bodies established and recognised as charitable in
another member state fall within the scope of the free movement of capital, even if they
are made in kind in the form of everyday consumer goods. The ECJ further pointed out
that a member state's legislation constitutes a restriction on the free movement of capital
if a deduction for tax purposes is allowed only in respect of gifts made to charitable bodies
established in that member state, without any possibility for the taxpayer to show that

a gift made to a body established in another member state satisfies the requirements
imposed by that legislation.

New tax circular

The Luxembourg tax authorities allow gifts made to charitable bodies established in the
Grand Duchy to benefit from tax relief. Under the new tax circular, in principle, taxpayers
may also claim the tax deduction of gifts made to charitable bodies established in another
European Union member state or in the European Free Trade Association (Iceland,
Liechtenstein, Norway and Switzerland).

To benefit from this tax deduction, taxpayers have to precisely mention on their income
tax return form or their tax refund application form the name of the charitable body,

the payment date as well as the amount paid. The Luxembourg tax authorities may also
request relevant supporting evidence such as a bank transfer or a certificate issued by
the charitable body. In addition, taxpayers have to eventually provide a special declaration
(enclosed in the tax circular in French, English and German) which has to be completed by
the foreign body.

However, this tax deduction is not automatically granted as the Luxembourg tax
authorities may check whether the foreign charitable body satisfies the conditions
required by its national legislation for the grant of tax advantages.
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About Ernst & Young

Ernst & Young is a global leader in assurance,
tax, transaction and advisory services.
Worldwide, our 135,000 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.

For more information, please visit
www.ey.com.

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.

About Ernst & Young's Human Capital
services

In today's market, people make the difference
between success and failure. As your
organization grows, getting the right people

in the right place when you need them is what
gives you competitive advantage. You not only
need to make your people more mobile, you
need to make mobility attractive to them — and
aligned with your business strategy.

Global organizations need to comply with

a complex system of country-specific
regulations. Our global mobility team advises
many of the world's largest global employers
— as well as those just venturing into their first
foreign country. We know that your top talent
is a precious resource, so our performance
and reward professionals help you design
compensation programs and equity incentives
that really engage your key people. And we
can build cost optimization programs that help
you improve your function's performance.

We help you meet your executive tax
compliance obligations, stay on top of
regulatory change, manage your global
talent effectively and improve your function’s
strategic alignment. Let us help your
organization achieve its potential by turning
complexity into competitive advantage. It's
how Ernst & Young makes a difference.
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