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New COVID-19 driven corporate tax 
measures in the pipeline  

 
The Belgian government is working on a new wave of tax 
measures aimed at supporting businesses facing losses during 

the COVID-19 outbreak.  
 

In this context, two income tax measures are under 
development, and aim at reducing current and future tax 
liabilities through the creation of:  

 
 a “loss carry back reserve”, which would allow companies to 

offset taxable profits related to tax year 2019 or 2020 
(relating to financial year closed between 13 March 2019 
and 12 March 2020) with losses expected to be incurred in 

the subsequent tax year, i.e. tax year 2020 or 2021, and 
 a "recovery reserve" to exempt taxable profits, under 

certain conditions, for tax years 2022, 2023 or 2024. 
 
It should be noted that both measures are still in the pre-draft 

stage, meaning that the draft bill must still be finalised by the 
government for the Council of Ministers’ final approval and 

deposit with the federal parliament.  Changes therefore remain 
possible. 
 

Loss carry-back reserve 

As a first measure, companies would be allowed to claim a 
temporary exemption for all or part of the tax year 2019 or 
2020 result, corresponding to estimated tax losses incurred 

during the financial year related to tax year 2020 or 2021. 



 
The measure would lead to companies, depending on their 

situation, paying less or even no income taxes for tax year 
2019 or 2020, as they would be allowed to already deduct the 

subsequent tax year’s losses from the taxable profits of tax 
year 2019 or 2020.  

 
The exemption would be granted through the creation of a 
temporary tax-exempt reserve, to be deducted from the 

taxable results of the financial year closed between 13 March 
2019 and 12 March 2020. The reserve would have to be 

reversed in the financial year in which losses have been 
incurred, i.e. the financial year linked to tax year 2020 or 
2021. 

 
The pre-draft law provides for an additional taxable base 

increase for the year of recapture, in order to neutralise the 
potential impact of differing corporate tax rates in the tax 
years involved (e.g. 29.58% for tax year 2020 vs. 25% for tax 

year 2021). 
 

The tax-free reserve should not exceed the taxable period 
result following the so-called “first operation”, subject to 
adjustments for income benefit from dividend received 

deduction, innovation income deduction and patent income 
deduction. In addition, the exempted amount would in any 

event be capped at a maximum EUR 20 million. 
 
Taxpayers will hence have to estimate potential losses incurred 

in the ongoing financial year. A separate tax assessment would 
sanction excessive differences between expected and actual 

losses incurred in the ongoing financial year. This tax would 
apply if the exempted reserve exceeds actual losses by more 
than 10% and would have to be determined through a specific 

and very technical calculation. 
 

Recovery reserve 

Secondly, the pre-draft law introduces the possibility for 

companies to constitute a tax-exempt “recovery” reserve for 
tax years 2022, 2023 and 2024. 

The recovery reserve should allow companies to maintain 
future profits by exempting these profits from tax, so as to 
restore the company’s pre-COVID-19 equity. 

There would be certain limitations to the amount of this 
recovery reserve. Specifically, the exemption would be limited 

to the amount of book losses recorded in the company’s 
financial statements for 2020 or 2021, with an overall 

maximum amount of EUR 20 million. A company recording no 
book losses for financial year 2020 (if the financial year closed 
between 1 January 2020 and 12 March 2020) or 2021 (if the 

financial year closes between 13 March and 31 December 
2020) would not be eligible for this regime.  

This measure is subject to the company maintaining its equity 
and employment levels. The recovery reserve would have to 
be recaptured and would become (partially) taxable for the 

taxable period during which the company either executes an 
equity distribution or significantly reduces its personnel cost. 

Moreover, the recovery reserve should be booked and 



maintained on a dedicated account of the company’s balance 
sheet. 

 

Exclusions and anti-abuse provisions 

A number of companies subject to a special tax regime would 
be excluded from these measures, such as investment and 

tonnage tax companies. Also excluded are companies 
executing prohibited equity distributions as of 12 March 2020, 

such as repurchase of own shares, dividend distribution or 
capital reduction, as well as companies that have certain links 

with those in tax havens (i.e. companies holding shares in a 
tax haven company or having made payments of at least EUR 
100,000 to such company, without meeting the required 

business purpose test).  
 

Key takeaways 

The pre-draft measures described above could result in an 

important decrease of companies’ cash tax exposure, which 
would be a welcome benefit for companies suffering from the 

financial consequences of the COVID-19 outbreak. The 
monitoring of taxable results and interaction with other Belgian 
tax rules, such as the group contribution rule, will be needed 

to effectively benefit from these rules. 
 
 

Contacts   

 
If you have any questions concerning the items in this alert, 

please contact your usual tax consultant at our Deloitte office 
in Belgium or: 
 
• Marc Bafort, mbafort@deloitte.com, + 32 2 600 66 71 

• Nicolas Engelmann (Deloitte Legal), nengelmann@deloitte.com, 

+32 2 800 70 39 

• Antonio Bozza, anbozza@deloitte.com, + 32 2 301 84 15 
 

For general inquiries, please contact: 
bedeloittetax@deloitte.com, + 32 2 600 60 00 
 

Be sure to visit us on our website: 
http://www.deloitte.com/be/tax 
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