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Throughout the whole world, the private debt market has experienced rapid growth in recent 
years and has become a mainstream form of financing. 

The Grand-Duchy of Luxembourg is the #1 investment fund center in Europe and second only in 
the world, behind the US. 

A core member of the EU, with a proven track record in cross-border distribution while remaining 
a key domicile for European capital markets, Luxembourg is today the ideal pan-European 
platform to help global debt funds and other hedge funds, willing to diversify their strategies in 
the credit sphere, to structure, launch and market from the Grand-Duchy. Luxembourg is also 
recognized as a hub for distressed debt funds in Europe. 

Luxembourg is widely recognized as a jurisdiction which can successfully foster any type of 
credit strategy, be it origination, participation, secondary, mezzanine, distressed, various debt 
instruments, etc., while addressing the complexity of European financial market rules and 
regulations linked to those strategies. 

Why is Luxembourg a key distribution hub when implementing European private credit structures? 
Here are a few contributing features: 
• A pragmatic legal and regulatory framework that combines rigorous investor protection with 

both a level of flexibility that is second to none and a wide breadth of solutions and tools for 
credit funds. This framework allows structures and products to be specifically tailored to the 
needs of the market or investors, for example, in the form of regulated, semi-regulated or non-
regulated structures, umbrella funds and diverse legal forms.

• A stable government with a solid reputation for creating a favorable environment for investors.
• A tax system that allows funds to effectively manage their tax liabilities in the context of the 

most recent developments in international tax rules, such as BEPS, ATAD, MDR, OECD’s TP 
guidance. 

• Robust know-how of debt funds and structured investment vehicles.

Debt fund managers need strong expertise to help them navigate through a myriad of regulations 
and other operational pitfalls. Over the past years we have built a dedicated team of debt fund 
professionals providing a wide range of audit, advisory, tax and transaction services that can 
support you from the set-up of the structure and throughout the debt fund life-cycle.

1Why Luxembourg is a key location for debt 
funds
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2 Business Consulting Services

Our Alternatives Consulting team can assist you with the following:
• Setting up new AIFs investing in Private Debt, including the selection of asset service providers 

having the appropriate experience with Private Debt
• Updating the Risk Management Process (RMP)
• Drafting the Internal Governance Framework for AIFM servicing Private Debt funds and AIFs 

investing in Private Debt
• Designing and implementing relevant operating models for AIFMs
• Health-check assessments to ensure compliance with key regulatory requirements related to 

Private Debt for AIFMs and alternative asset service providers
• Training and regulatory workshops for AIFMs and alternative asset servicing companies
• Mapping market environment, trends and competitive dynamics
• Defining market positioning and service offering for AIFMs
• Defining organizational and governance structure for AIFMs
• Outsourcing performance of certain AIFM’s activities and functions
• Selecting adequate service providers for outsourced functions
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3TAX Services

When structuring debt funds, our Luxembourg tax dedicated team has the cross-border, in-depth 
tax knowledge and industry skills required to properly set up and run financing structures – in 
particular, but amongst other things, dealing with the new interest restriction and anti-hybrid 
rules that are in place in Luxembourg and throughout the EU. Our tax experts also sit on the main 
representative bodies of the credit-fund space in Luxembourg and abroad, assuring up-to-date 
thought leadership.

1. Structuring and implementation of the Fund and Luxembourg holdings and financing platforms

• Tax advice on the selection of a regulated or unregulated fund vehicle such as RAIF, SIF, 
securitization vehicle or limited partnership

• Set-up of Luxembourg holding and financing platforms or special purpose vehicles
• Tax assistance on legal implementation including review of fund (e.g.,Limited Partnership 

Agreements, Private Placement Memorandums), corporate and financing documents
• Tax advice on cash and invoicing flows, repatriation strategies, withholding taxes
• Advice on Luxembourg employee and governance structuring
• Advice on the tax operational aspects of the Luxembourg fund and holding structures
• VAT advice on flows and payments intra-group and to third parties within the fund structure
• Advice and assistance with compliance of initial tax filing and registration

2. Assistance during the life of the Fund 

• On-call tax teams specifically dedicated to assist asset managers, investors and fund industry 
professionals throughout the lifecycle of the funds

• Tax advice on the acquisition and disposal of assets in domestic and/or cross-border transactions 
from direct and indirect tax perspectives

• On-going monitoring of new tax legislation and performing tax impact and opportunity 
assessments where relevant

• Assistance in navigating the complex tax rules across jurisdictions in coordination with our 
foreign offices

• Assistance in managing your direct and indirect tax obligations and communications with tax 
authorities



7Private Debt Services  |6 |  Private Debt Services

3. Tax risk management

Recent international and EU legislative changes have significantly increased the complexity of the 
tax rules relevant to fund and holding structures and introduced a higher risk of tax controversy 
in the context of the need to provide appropriate evidence of the business purpose behind such 
structures. 

In this context, EY can support you with:
• Assessing the impact of your tax-risk management
• Reviewing the tax-deductibility profile of payments to funds and investors
• Reviewing fund documentation from the specific perspective of tax-risk management
• Preparing an analysis of tax provisions based on planned tax filing
• Advising on how to navigate the new complex tax environment from both operational and 

corporate governance perspectives
• Preparing documentation to support the business rationale of the fund structure, for use in 

discussions with local and foreign tax authorities 

4. Transfer Pricing

Transfer pricing covers all dealings between entities that share ownership, control, or management 
relationships. In the context of the private credit industry, typical transactions include:
• Debt instruments that fund the structures providing private credit
• Intermediation activities provided by Luxembourg entities through a structure holding private 

credit assets
• Oversight activities provided by General partners
• Services provided between related parties

Our specialist team can support you throughout the lifecycle of your transfer pricing to cover all 
your related-party positions, including:
• Transfer-pricing input at structuring stage
• Transfer-pricing policy
• Support to implementation and transfer-pricing documentation
• Interest-rate benchmarking
• Benchmarking of arm’s-length conditions
• Design of a cost allocation and management fee allocation policy
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4Strategy and Transactions Valuation 
Services

Increasingly complex capital structures, together with higher regulatory scrutiny and investor 
requirements, are driving illiquid debt investors to improve their valuation policies, methodologies 
and risk-management procedures.
In an era of low interest rates and high yields on illiquid debt, investors are drawn towards illiquid 
debt that often trades at a premium compared with liquid investments. At the same time, investors 
want transparency and often require a fair value of their illiquid debt investments. Regulators and 
appraisal organisations have responded by further improving guidelines, regulations and general 
valuation requirements. Asset managers need to address those investors’ needs, while responding 
to the increased regulatory and appraisal requirements, and adapt their valuation policies, 
methodology and risk-management procedures.
EY Strategy and Transactions, Private Debt dedicated team, provides a comprehensive range of 
Private Debt services specifically for hard-to-value, Level 3 investments for clients in the AIF area 
that adhere to the Fair Valuation Standards as defined by IFRS 13, IVSC, IPEV Guidelines and 
others.  

Independent Valuation Services

• Valuation oversight (e.g., CSSF 18/698, AIFM law compliant valuation services)
• Financial reporting valuations (e.g., AIFM external valuer)
• Valuation of debt transactions (e.g., NPL, loan restructuring)
• Valuation of different debt rankings in financing structure (e.g., Preferred Equity, Mezzanine 

Finance, Subordinated Debt, Senior Secured Debt, Senior Unsecured Debt) at fair value
• Assistance in determining and reviewing valuation parameters (e.g., discount rate, assessment 

of credit quality, credit spread)
• Assessment of the coverability and the recoverability of the debt investments
• Assessment of exit scenarios based on seniority of the debt and fund strategy
• KPI setting for ESG criteria integration in your illiquid debt investment portfolio
• Valuation litigation services

Capital and Debt Consulting Services

• Financial options - advise on financing structure, debt-capacity evaluation and business 
prospects, with specific consideration of financing mix, flexibility, pricing, dividend/divestment 
limitations

• Credit ratings – offer support with the preparation of debut credit rating and perform shadow 
ratings according to S&P, Moody’s and Fitch methodologies

• Debt fund raising - assistance in bank negotiations, tender bank loans, review and advise on 
term sheets, collateral and financing documentation

• Project finance and Infrastructure - prepare and review feasibility studies, transaction structures 
and provide financial-modelling expertise
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5Financial Accounting Advisory Services

FAAS can assess the accounting impact of specific structures or instruments as this may be 
important in determining which structure will best serve your specific goals. Our FAAS team can 
support you in relation to specific accounting matters such as:
• Accounting for debt investments (amortized cost vs fair value accounting)
• Accounting for finance sources (shares or units of the debt fund)
• Accounting for fees (up-front fees, arrangement fees)
• Advising on Lux GAAP vs IFRS matters ,where these are alternatives

We can also help on the reporting process:
• Daily accounting and periodic reporting and financial statements preparation
• Review of consolidation requirements
• Independent review of IFRS 9 credit-risk modelling for all debt instruments, including validation 

of modelling assumptions and inputs
• Accounting for the purchase of credit-impaired assets
• Review of existing internal rating scoring systems and providing recommendations for 

improvements
• Risk management/identification of early warning signals in deteriorating counterparties
• Design and review of different accounting and risk management policies and procedures
• Accounting for financial instruments
• Assistance with classification of carried interest, measurement, timing of recognition and 

disclosures
• Assistance with GAAP conversion
• Customized training services
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6Audit and Assurance Services

We assist you in all these audit and accounting matters:
• Compliance with legal and/or contractual audits
• Providing a special review report with specific considerations for your investors
• Reviewing contributions-in-kind
• Reviewing interim dividends
• Providing your investors comfort in terms of compliance with your fund’s prospectus or limited 

partnership agreement
• Compliance with other accounting and reporting requirements, such as:

• IFRS 9 requirements on “Financial instruments”, in term of measurement and disclosure
• New/upcoming tax obligations (e.g.,ATAD 1&2, DAC 6, ESMA Guidelines on Performance 

Fees in UCITS and certain types of AIFS, etc.) to align the accounting treatment
• Disclosure requirements resulting from the listing of your investments and/or financing 

sources
• Recognition of the income on a distressed debt portfolio
• Required AIFM disclosure

• Compliance with regulatory requirements relating to consolidation (e.g., IFRS 10 for complying 
with the investment entity definition)
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Contacts

Heads of Private Debt practice

Vincent Remy 
Partner, Tax, Wealth & Asset Management
+352 42 124 7611
vincent.remy@lu.ey.com

Laurent Capolaghi 
Partner, Private Equity Leader
+352 42 124 8855
laurent.capolaghi@lu.ey.com

Tax Advisory 

Vincent Remy 
Partner, Tax, Wealth &  
Asset Management
+352 42 124 7611
vincent.remy@lu.ey.com

Michel Alves De Matos
Senior Manager, International Tax 
and Transfer Services 
+352 42 124 7345
michel.alves-de-matos@lu.ey.com 

Strategy and Transactions

Christophe Vandendorpe 
Partner, Strategy &  
Transactions Leader 
+352 42 124 8049
christophe.vandendorpe@lu.ey.com 

Elena Moisei 
Manager, Strategy  
and Transactions 
+352 42 124 7209
elena.moisei@lu.ey.com

Business Consulting

Norman Finster 
Associate Partner,  
Business Consulting
+352 42 124 8730
norman.finster@lu.ey.com 

Benjamin Accadia 
Senior Manager, Business Consulting
+352 42 124 8886
benjamin.accadia@lu.ey.com

Audit and Assurance

Marie-Laure Mounguia 
Senior Manager, Audit
+352 42 124 8070
marie-laure.mounguia@lu.ey.com 

Laurent Capolaghi 
Partner, Private Equity Leader
+352 42 124 8855
laurent.capolaghi@lu.ey.com

Transfer Pricing

Jean-Bernard Dussert 
Senior Manager, Transfer Pricing 
+352 42 124 8070
jean-bernard.dussert@lu.ey.com

Nicolas Gillet 
Partner, Tax, Transfer Pricing
+352 42 124 8855
nicolas.gillet@lu.ey.com
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EY  |  Assurance | Tax | Strategy and Transactions | Consulting

About EY
EY is a global leader in assurance, tax, strategy, 
transaction and consulting 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 clients and for our communities.

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 company limited 
by guarantee, does not provide services to clients. 
Information about how EY collects and uses personal 
data and a description of the rights individuals have 
under data protection legislation are available via ey.com/
privacy. For more information about our organization, 
please visit ey.com.

© 2020 Ernst & Young S.A.  
All Rights Reserved.

ED None
 
This material has been prepared for general informational 
purposes only and is not intended to be relied upon as 
accounting, tax or other professional advice. Please refer to your 
advisors for specific advice.

ey.com/en_lu




