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The law of 23 July 2024 on the reform of residential leases has been published on the Luxembourg
Official Gazette.

The main purpose of the reform is to remedy the difficult situation on the rental market in the Grand
Duchy of Luxembourg due to existing legal inaccuracies and abuses, particularly regarding the
concept of “luxury housing”.

Initiated by the previous government in 2020, the draft law was taken up by the new government
formed after the October 2023 elections.

Most of the changes proposed in the initial text of the draft law tabled in July 2020 have been
approved, except for the reform of the rent ceiling, which was intended to cap rents to 3.5% of the
capital invested in the property by the owner. The reform will enter into force on 1st August 2024.

The key points of the reform are as follows:

Co-Tenancy contracts

Following the example of neighbouring countries, the Luxembourg legislator has decided to regulate
co-tenancy by means of provisions designed to protect the interests of all parties involved in a shared
accommodation.

e The concept of shared accommodation

Shared accommodation refers to the rental of the same property by several tenants, known as co-
tenants, who opt, with the express agreement of the landlord, to apply the specific rules governing
shared accommodation.

The shared tenancy agreement must be in writing. The rented accommodation must include at least
one living room or shared sanitary facilities.

e Co-tenants solidarity

The co-tenants are jointly and severally liable to the landlord for the obligations arising from the shared
accommodation.

e Joint tenancy agreement

When the shared tenancy agreement is signed, the roommates must establish a written co-tenancy
pact. This pact must set out the specific rules of the shared tenancy and clarify the responsibilities and
joint liability of the roommates. The landlord will need to be informed of the identity of the roommates,
and any changes will require his agreement.

e Termination of the shared lease

If a co-tenant wishes to be released from his obligations before the end of the lease term, he must
give three months' notice to both the landlord and his co-tenants. The landlord must be notified by
registered letter with acknowledgement of receipt. Before the expiry of the notice period, the co-tenant
must look for a replacement co-tenant. The other roommates or the landlord may also propose a
replacement candidate. Failing this, the outgoing tenant must be able to demonstrate that he or she
has made an active and sufficient search for a new roommate.
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Real estate agency fees
Real estate agency fees will now be paid in equal shares by the landlord and the tenant. Tenants will
no longer have to bear the full agency fees.

Rental guarantee
The maximum legal amount of the rental guarantee is reduced from three to two months' rent.

A legal framework for the restitution of the rental guarantee has also been set. From now on, at the
end of the lease, if all the rent and charges due have been paid by the tenant and if no damage has
been noted by the landlord when the keys are handed over, the landlord will return 50% of the rental
deposit within one month. The other 50% must be returned within one month of receipt of the service
charge statements.

Rent ceiling

The total sum of the rents paid by tenants under a lease agreement, co-tenancy contract or multiple
lease agreements may not be greater than the limit of the maximum annual rent, defined by the rule of
5% of the capital invested in the property.

A rent supplement for furniture can be requested by the landlord in case of furnished accommodation.
This supplement will be calculated based on the value of furniture that is no more than 10 years old.
However, the rent supplement for the use of the furniture in the dwelling may not exceed 1.5% of the
total amount of the furniture bills.

Rent adjustment
The rent may only be adjusted every 2 years.

Each time the rent is adjusted, the increase may not exceed 10%.

Written lease obligation
All lease contracts must now be in writing and contain certain mandatory information. An oral contract
will no longer have any legal value if it is entered into after the law comes into force.

Repeal of the concept of “luxury housing“

The concept of “luxury housing”, which allowed the parties to contractually exclude a certain number
of mandatory provisions which protect a tenant (legal rent and rental guarantee ceilings, in particular)
is abolished.
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ABOUT BSP

BSP is an independent full-service law firm based in Luxembourg. We are committed to providing the
very best legal services to our domestic and international clients in all aspects of Luxembourg
business law.

Talented and multilingual, our teams of lawyers work side by side with our clients to help them reach
their objectives and support them with tailor-made legal advice, creating in the process professional
relationships based on mutual trust and respect.

Building on the synergy of our different professional experiences and the richness of our diverse
cultural background, we stand ready to meet our clients’ legal needs, no matter how challenging they
are.

For more information please browse through our site bsp.lu or contact us at mail@bsp.lu.
Our practice areas include:

AML Compliance | Bank Lending, Structured Finance & Securitisation | Banking & Financial Services |
Capital Markets | Corporate and M&A | Data Protection & Privacy | Dispute Resolution | Employment,
Compensations & Benefits | Insolvency & Restructuring | Intellectual Property & General Commercial |
Investment Management | Private Equity | Private Wealth & Business Planning | Real Estate &
Construction | Startup & Fintech | Tax
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