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In this update: 

Latest developments 

What changes after 31 January 2020? 

What will the new EU-UK Free Trade Agreement look like? 

What businesses need to do to prepare 

Belgian Government issues tax contingency measures 

How can you stay tuned? 

 

Latest developments 

 The Withdrawal Agreement Bill passed through the UK 
Parliament last week, with the government not accepting 

any of the five amendments proposed by the House of 
Lords. The Bill has now completed its legislative process and 

has become the Withdrawal Agreement Act. 
   

 The treaty has also been signed by the European 

Commission, and was approved by the European Parliament 
on Wednesday and the Council on Thursday, paving the way 

for the UK to leave the EU with a Withdrawal Agreement this 
Friday, 31 January.  

   

 The EU continues to form its negotiating mandate for the next 
phase of talks. The Commission has published a wide range of 
documents for use in negotiations with the UK about the future 

https://ec.europa.eu/commission/brexit-negotiations/negotiating-documents-article-50-negotiations-united-kingdom_en
https://ec.europa.eu/commission/brexit-negotiations/negotiating-documents-article-50-negotiations-united-kingdom_en


relationship – and the 27 Member States have also agreed 
principles for the way in which they want to see the talks 

managed. These include ensuring the talks proceed through 
one single negotiating channel, with no separate negotiations 
between London and individual EU Member States; and that 

the EU pursues a “comprehensive approach with the possibility 
of trade-offs between chapters”, rather than a piece-by-piece 
approach whereby the EU and UK would seek to agree 

separate issues case by case. The Member States also want 
clarity about how the new relationship will be governed, and 
are seeking clear rules and sanctions that would manage any 

non-respect of the agreed terms. 

 
What changes after 31 January 

2020? 

The UK will legally leave the EU on 31 January and enter a 
Transition Period ending on 31 December 2020. The UK’s 

Withdrawal Agreement Act rules out any extension of the 
Transition Period, but the EU has consistently said that 10-11 
months will be too short to achieve more than a “bare bones” 

agreement focusing on trade in goods and a few other areas. 
The result of this would likely be that the future relationship in 

many important areas would not be settled before the end of 
2020, and would be the subject of future negotiations with the 
UK being treated as a third country from 1 January 2021. 
Whilst the UK leaves the EU on 31 January, the Transition Period 
means the status quo is preserved in almost every regard for 
businesses. 

At the same time, there will be some immediate consequences 

in the relations between the UK and the EU. 
 

The UK will no longer be represented in the EU institutions, 
i.e. the European Council, the Council of Ministers and the 
European Parliament, as well as the EU’s agencies. The UK 

could be invited to take part in Council discussions on a case-
by-case basis, provided its presence is necessary in the 

interests of the Union, or where the discussion concerns acts 
addressed to the UK and its citizens. Exactly how this will be 
defined in practice remains to be seen. While the UK and the 

EU might at times have different interpretations, the EU view 
is expected to prevail given these are EU meetings. Business 

will have to consider how to engage with rule-making bodies 
during this period. 

 
The UK’s exit from the EU will also have implications for 
trading relationships with third countries worldwide. 

During the Transition Period, the UK will no longer 
automatically benefit from EU Free Trade Agreements (FTAs), 

but all major FTA partners have informally indicated they will 
continue to reciprocate and treat the UK as if it were an EU 
member for the purposes of existing trade deals.  The UK has 

also been seeking to secure a temporary “continuity FTA” for 
the future with many trading partners (pending new 

agreements with them after Brexit), and they will need to 
complete such agreements before the end of the Transition 
Period for the current preferential trade terms to continue to 

apply. Japan and Canada are examples of important UK 
trading partners where a continuity FTA has not yet been 

secured. 



 
The UK will then need to negotiate its own trade relationships 

with the rest of the world, including the US, Australia, New 
Zealand and the Pacific Rim. The outcome of these 

negotiations will determine the extent to which the UK could 
become a stronger or weaker competitor to EU businesses in 

trade with these countries. 
 

What will the new EU-UK Free Trade 
Agreement look like?  

During the Transition Period, the UK and EU must negotiate 

and agree the detail of the terms of their future trade 
relationship. 
 

What the terms of the new Free Trade Agreement (FTA) will 
look like is unknown; but one thing is certain - the UK will 

leave both the EU Single Market and Customs Union. 
 

The EU wants the UK to stay in line with its regulations on 
state aid and not to regress from the levels of labour rights 
and environmental protection, in return for a zero tariffs, zero 

quotas trade deal; but the British government has clearly said 
there will be “no alignment” to EU rules post Brexit. However, 

UK ministers have also said they will not diverge for the sake 
of it, though this alone may not be sufficient to secure 
preferential market access. And without an upfront 

commitment to align with EU rules, the UK is likely to be 
treated as a third country for regulatory purposes. The 

European Commission President, Ursula von der Leyen, and 
many EU national leaders have said that the UK’s access to the 
Single Market will be restricted, if the UK chooses to diverge 

from EU rules after Brexit. 
 

 

What businesses need to do to 
prepare 

For most businesses, operations will continue as normal during 
the Transition Period. However, the changes that take effect at 

the end of this Period will undoubtedly have a broad and often 
fundamental business impact on trading and other relations 

with the UK. And there is a very short timeframe to design and 
take action. 
 

Early identification of the “known knowns” – those areas that 
will change irrespective of whether or not an FTA is agreed – is 

an important first step in preparing for the post-Brexit 
landscape. For example, trade in goods with the UK will 

formally become “imports and exports” (because they are 
outside the EU Single Market and Customs Union), the VAT 
reporting and simplifications will change, and new product 

markings will be needed. 
 

And there are the “known unknowns” – those areas where the 
extent of change will be dependent on what is agreed between 
the UK and the EU on the future economic partnership. 

Preparations will require a methodical approach. 
 



Many businesses are likely to have to factor in such changes to 
their financial forecasting. Prioritising the key impacts early 

will also prepare business for engaging with suppliers, 
customers, industry associations and government on business-

critical issues in the months ahead. 
 

Our advice remains to start planning early, identify those 
known areas of change and start acting now. 
 

 

Belgian Government issues tax 
contingency measures 

The 'Law of 3 April 2019 on the withdrawal of the United 
Kingdom from the European Union' was aimed at mitigating 

the direct tax consequences in Belgium of a “hard” Brexit 
taking place in the course of 2019. The Law assimilated the UK 

as an EU Member State until 31 December 2019 for the 
purpose of the application of the Belgian Income Tax Code. 

 
Last week, the Belgian Government introduced a new bill (Dutch | 
French) in Parliament, which extends the general transitory 

regime until 31 December 2020. For a number of items however, 
the bill replaces the general transitory regime with specific 
transitory regimes which all aim at neutralising any adverse direct 

tax effects of Brexit during the Transition Period from 1 February 
to 31 December 2020. 
 

 

How can you stay tuned? 

 Subscribe to Deloitte Belgium’s Brexit Readiness Updates to 

keep up with the latest Brexit developments and their 

impact for businesses.  

 Visit Deloitte Belgium’s Brexit Readiness Centre for insights, 

resources and solutions to help your business prepare for 

Brexit.  

  
 

Brexit Help Centre 

Find the assistance needed for your Brexit 
readiness 

For all your Brexit-related questions, please contact your 
usual consultant at Deloitte in Belgium, or access our Brexit 

Help Centre, which features a directory of expert contacts, and 
many other resources. 
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