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Recovery reserve measure adopted: 
tax exempt profits to help recover 

pre-COVID-19 liquidity 
 
As announced in the federal government agreement, the 

Belgian parliament approved a new tax law on 12 November 
2020 that aims to support economic recovery following the 
downfall triggered by the COVID-19 pandemic.  

 
For tax years 2022, 2023 or 2024, Belgian companies will 

have the possibility to exempt their profits by allocating the 
financial results to a new tax exempt “recovery reserve”. The 
new measure should allow companies to maintain future 

profits by exempting them from tax, in turn helping restore 
their pre-COVID-19 equity levels faster. 

In order to benefit from the new provision, companies should 
constitute and maintain the new recovery reserve in their 
accounts for as long as the exemption is granted. There would 

be certain limitations to the measure’s application and a 
maximum amount of profit that can be allocated to the 

reserve. 

Specifically, the exemption would be limited to the amount of 
book losses recorded in the company’s financial statements for 

financial year 2020 (or 2021 for companies closing their 
financial years between 1 January 2020 and 31 July 2020), 

with an overall maximum amount of EUR 20 million. 

A company recording no book losses for financial year 2020 or 
2021 would not be eligible for this regime. 



 

Exclusions and anti-abuse provisions 

A number of companies subject to a special tax regime would 

be excluded from this measure, such as investment and 
tonnage tax companies. Also excluded are companies 
executing prohibited equity distributions, such as own shares 

repurchase, dividend distribution or capital reduction, as well 
as companies that have certain links with others 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 passing the required business purpose test). 
 
This measure is also subject to a company maintaining its 

equity and employment levels; the recovery reserve would 
have to be recaptured and would become taxable for the 

taxable period during which the company either executes an 
equity distribution or reduces its personnel cost to below 85% 
of the amount recorded in the 2019 financial year. 

 

Deloitte comment 

This new measure could help reduce companies’ cash tax 
exposure in the next few years, which would be a welcome 

benefit for companies suffering from the financial impact of the 
COVID-19 pandemic. 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 new 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 

 

Deloitte Academy 

Tax Tools and Publications 

 

    
 

 

 

mailto:mbafort@deloitte.com
mailto:nengelmann@deloitte.com
mailto:anbozza@deloitte.com
mailto:bedeloittetax@deloitte.com
http://www.deloitte.com/be/tax
https://www2.deloitte.com/be/en/pages/tax/events/Upcoming-Events-Tax-Deloitte-Academy-Belgium.html
https://www2.deloitte.com/be/en/pages/tax/topics/Tax-tools-and-publications-Deloitte-Belgium-Tax.html
https://www.facebook.com/pages/Deloitte-Belgium-Tax/156133941103930?v=wall
https://twitter.com/deloittebe_tax
https://www.linkedin.com/company/tax-news-by-deloitte-belgium?trk=biz-companies-cym
https://www.youtube.com/channel/UCUC2gNtQgDDdkRoLFt8AQyQ


Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited 

by guarantee (“DTTL”), its network of member firms, and their related entities. DTTL and each of its 

member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte 

Global”) does not provide services to clients. Please see www.deloitte.com/about for a more detailed 

description of DTTL and its member firms. 

 

Deloitte provides audit, tax and legal, consulting, and financial advisory services to public and private 

clients spanning multiple industries. With a globally connected network of member firms in more 
than 150 countries, Deloitte brings world-class capabilities and high-quality service to clients, 

delivering the insights they need to address their most complex business challenges. Deloitte has in 

the region of 225,000 professionals, all committed to becoming the standard of excellence. 

 

This communication contains general information only, and none of Deloitte Touche Tohmatsu 

Limited, its member firms, or their related entities (collectively, the “Deloitte Network”) is, by means 

of this communication, rendering professional advice or services. No entity in the Deloitte network 

shall be responsible for any loss whatsoever sustained by any person who relies on this 

communication. 

 
© 2020. For information, contact Deloitte Belgium. 

 

Subscribe | Unsubscribe 

 

 

http://www2.deloitte.com/be/en/pages/tax/articles/subscription.html
http://www2.deloitte.com/be/en/pages/tax/articles/unsubscribe.html

