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THE IMPACT OF DIFFERENT EBITDA-BASED FIXED RATIOS ON THE DEDUCTIBILITY OF INTEREST 

According to paragraph 2 of Article 4 of the Anti-Tax Avoidance Directive (ATAD) on interest deductibility limitations, exceeding borrowing costs are 
deductible up to 30% of the taxpayer's EBITDA or up to an amount of EUR 1 000 000, whichever is higher. Below, the table shows how EBITDA-based fixed 
ratios of 10-20-30 percent impact on the deductibility of net interest costs. The range of ratios examined below follows the so-called 'corridor' of fixed ratios, 
which features in the OECD Report on Action 4. 
 

EBITDA 

6,000K 

6,000K 

6,000K 

 

EBITDA Fixed Ratios (%) 

10 

20 

30 

Maximum Amount of Deductible 

EBITDA Fixed  600K  

1,200K  

1,800K 

 

Interest – whichever is higher of 2  Ratio 

(=10%*6,000K) 

(=20%*6,000K) 

(=30%*6,000K) 

alternatives 

Safe Harbour  1,000K 

1,000K 

1,000K 

 

 

 

Net Interest Cost  

1,500K 

1,500K 

1,500K 

 

("exceeding borrowing costs" – interest cost 

(=2,000K – 500K) 

(=2,000K – 500K) 

(=2,000K – 500K) 

minus interest revenue) 

 

Deductible Interest 

1,000K (up to the safe  1,200K (up to the 

1,500K (fully deductible net 

harbour) 

EBITDA fixed ratio)  

interest cost, as it lies below the 

 

 

EBITDA fixed ratio)  

Unrelieved Interest  

500K 

300K 

N/A 

(to carry forward) 
Unused EBITDA 

N/A 

N/A 

300K 

(to carry forward) 
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CONCLUSIONS 
 
(based on the results of the example above) 
 
1) If there is a fixed ratio of 10%, the net interest cost is deductible only up to the safe harbour (Article 4(2)) and a substantial amount is left unrelieved to be 
carried forward for deductibility in future years (Article 4(5)). 
 
2) If there is a fixed ratio of 20%, the net interest cost is deductible up to the EBITDA fixed ratio entitlement and a lower amount is left unrelieved to be carried 
forward. 
 
3) If there is a fixed ratio of 30%, the net interest cost is deductible fully and in addition, part of its EBITDA entitlement is left unused and may be carried 
forward to future years (Article 4(4)). 
 

 

 




    

  

  
