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What are my Insurance needs and possibilities as an Expat?

Three main commonly used insurance fields on the market :

q Non-Life Insurances

q Life Insurances

q Health Insurances
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Non-Life Insurances (part 1/2)

Ø The aim is to cover an individual as if nothing happened and restitute the person into its

initial situation

Ø Types of insurances

q Home insurance (rental or owner)

§ Fire – Water – Storm and related damages

§ Theft

§ Home assistance

q Legal protection (lawyer fees)

q Personal liability (strongly recommended)

§ Covers you in case you‘re responsible for a damage to a third party
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Non-Life Insurances – (part 2/2) 

q Car insurance

§ Liability and legal coverage (mandatory!)

§ Damages and total loss

§ Driver insurance

§ Personal belongings

q Cyber insurance

q Holidays and leisure (covered in all my activities)

q Accident (disability/ death)

q Construction insurance

§ All-Risk Construction Insurance

§ Ten-Year Civil Liability insurance
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Life Insurances

q Mortgage (cover a debt)

q Death – accident – invalidity (protecting and preventing) 

q Savings (optimize revenues)

q Pension (optimize your retirement career)
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Health Insurance

q Social security system in Luxembourg covers you well but… 

strongly recommended to be completed by :

q Inpatient treatment

q In case of hospitalization

q Outpatient treatment

q Doctor, dental coverage, eye-glasses, etc.

q Daily benefit in case of loss of income due to sickness
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Focus on pension and

life insurance and

their tax advantages
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Key figures (2018) :

q 422 010: employees

q 191 425: cross boarder workers

q 288 200: number of foreign residents
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3rd pillar

Personal

contracts

2nd pillar: 

Occupational pension scheme

1st pillar:

Social Security

Modified law of 8 June
1999 in force as of      
1 January 2019

Framework 
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Situation of 2nd pillar in Luxembourg

q 2 600 companies in favor of their employees [1999 : 400]

q Weakness of 2nd pillar ><1st pillar generous :

Average pension : 72% average salary [GE, BE, FR: 40%-45%]

1st pillar: 2023 : expenses > incomes

2040 : compensation reserve = 0

2060 : level of debts = 46% PIB

[assumption: residing population x 2]

=> 1st pillar will reach its limits, one does not know when exactly…
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q Tax efficient remuneration package 

q Social security pensions … gaps !

q Enhance loyalty and dedication of the staff

q Employer’s attractiveness  (concept of Employee Benefits)

An occupational pension scheme ?
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q Retirement benefits

§ a defined contribution retirement provision funded by the company, within the 

framework of a Group Insurance scheme

§ investment options

§ an opportunity for employees to make personal contributions through payroll

q Death benefit

§ a lump sum payment 

§ an additional lump sum payment in case of accidental death

q Disability benefits

§ pension (defined benefit) based on a formulaic approach

§ lump sum in case of accidental total and permanent disability

Key features of occupational pension schemes
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q Tax rules

§ During the financing

ü a contribution paid by the employer carries a lump sum tax of 20% + a remunerative

fee of 0,90%

§ Benefits paid out from the scheme

ü not Taxable in Luxembourg

ü non-Luxembourg residents are subject to the home country tax rules (! double tax

treaty)

q Social Security Contributions

§ benefits will be subject to 1.4% dependency contribution due on the benefits

Taxation and social security
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Principles:

q Opportunity to make Personal contributions through payroll

q Monthly contribution of EUR 0 / 25 / 50 / 75 or 100

q You can change the contribution once per year in January  

q As of 1 January 2019, premium can be invested in funds

q Contribution are tax deductible (max.EUR 1,200/year) in
addition to other insurance products (LIR 111, LIR 111bis)

q Benefits are tax free in Luxembourg

q Immediate vesting without conditions

Personal contributions (LIR 110)
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Principles:

q Opportunity to subscribe to an occupational pension scheme

q Maximum deductible premium for retirement : 20% of the net taxable income 

q No limit for the risk cover premiums

q Premiums are deductible as a “dépense spéciale”

q The premium is subject to a lump sum tax of 20% + a remunerative fee of 0,90% 
which are not deductible

As of 1 January 2019, 

a new opportunity for self employed and free lance workers
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Principles:

q Free choice of the retirement premium  

q The premium can be invested in funds or in a traditional

insurance product with a guaranteed interest rate plus a

possible profit sharing

q Free choice of the risk covers and their levels

q Benefits are tax free in Luxembourg (1,4% dependency

contribution)

As of 1 January 2019, 

a new opportunity for self employed and free lance workers
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3rd pillar

Personal

contracts

2nd pillar: 

Occupational pension scheme

1st pillar:

Social security

Framework 
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Old-Age Pension Insurance (1/3)

The essential conditions provided in Article 111bis of the LIR are:

• Maximum 3.200 EUR per year

• minimum contract term of 10 years,

• the benefits (pension and/or capital) may be paid at the earliest at the age of 60 years and

the latest at the age of 75 years,

• at maturity, it is possible to obtain all or some of the accumulated savings as capital, the

balance in that case being transformed into a monthly annuity,
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Old-Age Pension Insurance (2/3)

The essential conditions provided in Article 111bis of the LIR are (cont.):

• since January 2017, the deductible amount has been set at € 3,200 per annum per taxpayer

for all age categories,

• when jointly taxable spouses each subscribe to an old-age pension contract, the deductible

amount is calculated individually for each spouse,

• early repayment of the accumulated savings prior to the age of 60 years for reasons other

than invalidity or serious illness results in a tax adjustment,
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Old-Age Pension Insurance (3/3)

The essential conditions provided in Article 111bis of the LIR are (cont.):

• classic contracts with a minimum guaranteed rate as well as unit-linked types of contract are

admitted. Nevertheless, for the latter, precise rules have been provided by Grand Ducal

Regulation,

• the maximum rate of shares as the underlying assets in an investment fund is limited in

relation to the age of the insured,

• more advantagous taxation:

Ø half of the pension is tax-free, and the other half is taxable as income,

Ø the capital paid is taxed at one half of the global rate.
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Taxation

Ø Cadre légal :

● Durée : 10 ans

● Échéance : âge min : 60 ans / âge max : 75 ans

o Prolongeable

● Investissements : ax 3200 € / an

● Déductibilité fortement intéressante pour tout le monde

● AVANTAGE CGDIS : remboursement par l’état de la moitié

de vos investissements avec plafond à hauteur de 1600 €
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Life Insurance (art. LIR 111)

Other types of life insurance is possible:

• Insurance premiums are deductible as special expenditure :

• If the contract provides for a payment in the case of survival at term, the minimum subscription 

period must be 10 years;

• The capital paid on a life, death or accident insurance is not taxable as income.

Maximum deductible amounts

without spouse with spouse

Taxpayer 672 € 1 344 €

Taxpayer with 1 child 1 344 € 2 016 €

Taxpayer with 2 
children

2 016 € 2 688 €

Taxpayer with 3 
children

2 688 € 3 360 €
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Today’s presentation aim is to:

Provide general information for the 
preparation of your Luxembourg income 
tax return
Cover main items leading to tax 
deductions for individuals



Thank you for the 
opportunity!

1. Tax residency and concepts
2. Tax classes

3. Tax return - Income
4. Tax return – Deductible items

5. Tax rates
6. Filing formalities

Agenda



1 – Tax residence*
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* The information provided is based on art. 4 of the Double Tax Treaty signed by The People’s Republic of China and the Grand Duchy of Luxembourg

Local rules
An individual is considered a resident of Luxembourg if his 

domicile or customary place of abode is in Luxembourg. 

In case of conflict of residence, reference to the below provisions must be 

made:

Criteria to determine tax residence
1. State where permanent home is available;

2. State where the personal and economic relations are closer 

– usually the family - (centre of vital interests);

3. State where the habitual abode is located;

4. Citizenship;

5. Mutual agreement between the competent authorities of 

both states.

Implications:

• Resident in Luxembourg: 
Taxation on worldwide income

• Non-Resident: Taxation on 

Luxembourg source income only



2 – Tax Classes
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Single

• Resident or non-resident in Luxembourg        personal taxation        tax class 1

Married People

• Residents in Luxembourg       by default joint taxation*       tax class 2

• Non-Residents in Luxembourg       by default individual taxation       tax class 1

In the last case there is the opportunity for benefitting from joint taxation under the 
following conditions:
v More than 90% of the taxpayer’s overall income is taxable in Luxembourg. For the purpose of 

determining whether this condition is met, the first 50 days of professional travels are 
considered as if they would have been spent in Luxembourg; 

v The taxpayer’s foreign income does not exceed EUR 13.000.

* As from fiscal year 2018 exists the option for individual taxation with either full individual taxation or individual taxation with reallocation of the income



2 – Tax Classes
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Civil partners 

• By default       individual taxation (tax class 1) but option for joint taxation 
(tax class 2) via the filing of a joint income tax return

Divorced taxpayers (or official separation) 

• By default       individual taxation       tax class 1
tax class 2 during 3 years (as from the year after the divorce/separation)

Single with dependent children 

• By default       tax class 1a

Widowed people 

• Tax class 2 during 3 years and then tax class 1a



3 – Tax return: Types of income

4 April 2019 Are you ready for your tax declaration?Page 33

Self-employment Income

Employment Income

Main types of Income

Movable Income

Rental Income

Miscellaneous Income



4 – Employment income
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Certificate of remuneration
« Certificat de Salaire ou de Pension » Form 100, page 7



4 – Tax return: Deductions      Special Expenses
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4 – Tax return: Deductions      Extraordinary Expenses
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General Rules: 

► Applicable to unusual and unavoidable charges exceeding “normal charge”

► Eligible expenses : 
• Unreimbursed sickness expenses 
• Disability expenses 
• Support of relatives  

► Only expenses effectively borne by the 
taxpayer are taken into consideration

► Determination of the normal charge based 
on level of income and family situation

► The part of expenses exceeding the 
normal charge is deductible as 
extraordinary expenses



4 – Tax return: Deductions      Extraordinary Expenses
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Lump sum deduction:



4 – Tax return: Deductions      Other allowances
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Mobility allowances:



5 – Tax rates
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Taxable Income (EUR) From - To Tax Rate (%)

0 – 11,265 0

11,265 – 13,137 8

13,137 – 15,009 9

15,009 – 16,881 10

16,881 – 18,753 11

18,753 – 20,625 12

20,625 – 22,569 14

22,569 – 24,513 16

24,513 – 26,457 18

26,457 – 28,401 20

28,401 – 30,345 22

30,345 – 32,289 24

32,289 – 34,233 26

34,233 – 36,177 28

36,177 – 38,121 30

38,121 – 40,065 32

40,065 – 42,009 34

42,009 – 43,953 36

43,953 – 45,897 38

45,897 – 100,002 39

100,002 – 150,000 40

150,000 – 200,004 41

200,004 – above 42

► Unemployment fund: additional surcharge 

of 7% or 9%

► Highest tax rate : 45.78%.

► Tax credit of EUR 922.50 per dependent 

child.

► Tax calculation program available on the tax 

authorities website:

https://impotsdirects.public.lu/fr/baremes/per

sonnes-physiques.html



6 – Filing formalities
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► Deadline : 31 March N+1 

► Automatic extension : 30 June N+1 

► Extension upon request : 31 December N+1

► Penalties : Up to EUR 25,000

► Where to find a blank form of the return ?

www.impotsdirects.public.lu/fr/formulaires.html



Thank you
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EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build trust 
and confidence in the capital markets and in economies the world 
over. We develop outstanding leaders who team to deliver on our
promises to all of our stakeholders. In so doing, we play a critical
role in building a better working world for our people, for our
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EY refers to the global organization, and may refer to one or more, 
of the member firms of Ernst & Young Global Limited, each of which
is a separate legal entity. Ernst & Young Global Limited, a UK 
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All Rights Reserved.
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General considerations

■ Why Luxembourg?

■ loi du 29 août 2008 sur la libre circulation des personnes et immigration as amended (the “Immigration
Act”)

■ Nationals of the Member States of the EU, the Swiss Confederation, Iceland and Norway :
□ declaration of arrival

■ Foreign nationals from third country States :
□ obtain a valid temporary residence authorisation
□ long term residence permit

■ Immigration Act provides for different categories of immigration

■ Immigration program for investors (“Golden Visa”) has been added in 2017
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Technical overview

■ The application for the residence authorisation/permit of a non-EU national is divided into 3 different
steps :

□ securing of a temporary residence authorisation
§ various documents to be provided (depending on the immigration category)
§ steps to be completed from country of residence, or
§ via Luxembourg proxy holder

□ registration with the local municipality and medical test
§ immigration to Luxembourg within 90 days

□ application for a subsequent long-term permit
§ steps to be completed on Luxembourg territory

■ What about the duration of the stay and renewals?
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Investor immigration scenarios 

■ EUR 500.000.- investment

§ Invest at least EUR 500.000.- in an existing Luxembourg company
§ commercial, industrial or craft activities
§ maintain the existing jobs for 5 years (except if the company is in difficulties at

the time of purchase)

§ Invest at least EUR 500.000.- in a new Luxembourg company
§ with commercial, industrial or craft activities
§ creatie at least 5 jobs in the next 3 years

§ Immigrating investor needs to be involved in the day-to-day management of the
company

§ Entrepreneurship and business creation is the key requirement
§ 75% of the investment need to result from personal funds, 25% may be subject to a

loan
§ Investment project subject to prior approval of Ministry of Economy
§ Residence permit valid for a period of up to 3 years (renewable)
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Golden visa immigration scenarios 

■ EUR 3.000.000.- investment

§ Invest at least EUR 3.000.000.- in an existing or new investment/management structure

§ requirements regarding investment/management structure:

§ registered office in Luxembourg

§ proven appropriate substance (appreciated with respect to the activity of the structure, the office space

configuration, the financial, human and technical resources needed, the number of jobs and the

contractual relations with the professionals of the financial sector)

§ employ at least 2 persons and have appropriate accounting and governance rules

§ Substance within the investment/management structure is the key requirement

§ Wealth management needs to be handled in Luxembourg

§ Location of the investments’ target is not a key criteria

§ To be verified: does a collective investment/management structure servicing several investors is acceptable or

whether each investor needs a separate (sub-)structure

§ 75% of the investment need to result from personal funds, 25% may be subject to a loan

§ Investment project subject to prior approval of Ministry of Finance

§ Residence permit valid for a period of up to 3 years (renewable)
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Golden visa immigration scenarios 

§ EUR 20.000.000.- investment

§ Deposit at least EUR 20.000.000.- (either in cash or via financial instruments held with one
single financial institution)

§ Deposit with a financial institution established in Luxembourg

§ Maintain this investment for at least 5 years

§ 100% of the investment need to result from personal funds

§ Investment project subject to prior approval of Ministry of Finance

§ Residence permit valid for a period of up to 3 years (renewable)
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What about a stay for private reasons?

■ Granted to third country nationals who do not fulfill the relevant conditions
for another immigration category (e.g. certain investors)

■ Applicants must prove, amongst others:
□ that they have appropriate health insurance (as long as they are not affiliated to
Luxembourg social security system)

□ that they have adequate housing at their disposal in Luxembourg; and
□ that they can prove that they are able to satisfactorily support themselves from their own
financial resources
§ immigration authorities usually request that such financial resources are to be appreciated as

regards their regularity
§ such financial resources must not be below EUR 2.071,10.- gross per month (i.e. at least

equivalent to the Luxembourg social minimum salary)

■ Permit granted is valid for a maximum of 3 years (renewable)
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Practical considerations

■ The Immigration act is favorable to family reunification

□ most immigration categories allow the concerned applicants to be accompanied or followed by their direct
family members

□ conditions applying to family reunification (e.g. potential waiting periods) may differ from one immigration
category to another

■ Timing?

□ in case the applicant has not received a decision regarding his/her application within 3 months, his/her
application is deemed rejected

□ the announced delay for the treatment of an application is of 3 months
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