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Belgian tax authorities have issued new guidelines1 on calculating tax-free allowances for 
expatriates benefiting from the expatriate tax concessions. The guidelines, in part, entail 
changes to the computation of the tax equalization allowance for some expatriates 
depending on their home countries. 

Why This Matters? 

The new guidelines affect the amount of tax-free allowances that a qualifying expatriate can 
claim.  In many cases, this will end up increasing the taxable basis of the taxpayer.  
Employers will need to reflect this in the monthly payroll and adapt monthly withholding tax. 

Background 

Taxpayers benefiting from the expatriate tax concession (Circular letter of 8 August 1983) 
may exclude expatriate allowances such as cost of living allowances, housing allowances, 
and tax equalization from their taxable basis.  Recurring allowances are exempt to a 
maximum of EUR 11,250 per annum or EUR 29,750 per annum for select categories of 
expatriates, depending on their work situations.  These allowances may also be exempt 
from Belgian social security contributions. 

For expatriates who are not remunerated on a tax equalization or tax protection basis, 
these allowances are calculated based on a formula issued by the Belgian tax authorities.  
This formula is commonly referred to as the “technical note” (the technical note is not 
formally published, but a copy can be obtained from the tax authorities by request). 

New Guidelines on Calculation of Tax Equalization Allowance 

The tax authorities recently issued the technical note for income 2016 and there are 
substantial changes to the computation of the tax equalization allowance for some foreign 
countries.  The tax equalization allowance is calculated by comparing a hypothetical 
Belgian tax computation to a hypothetical home country tax computation.  If the Belgian 
hypothetical tax is higher than the home country hypothetical tax, the difference is 
considered as a tax-free allowance within the above-mentioned maximum limits. 

In the past, the hypothetical home country tax computation only considered federal 
income tax.  This meant, by way of example, that for expatriates having the U.S. as their 
home country, only federal income tax was considered and no state or municipal income 
tax was taken into account.   

The technical note now provides that as of 1 January 2016, sub-federal/national level 
income taxes (i.e., state, provincial, cantonal, county, and/or municipal income taxes 
computed on the taxable employment income) have to be included in the hypothetical 
home country tax computation.  The technical note refers collectively to these taxes      
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as “regional tax.”  The taxpayers that are affected by this change are those having a home country that 
has regional income tax.  This includes amongst others, expatriates from the U.S, Canada, Italy, Spain, 
Switzerland, and the Nordic countries.  For the calculation of the hypothetical regional income tax, 
taxpayers are deemed to be resident in the capital of their home country and regional income taxes 
applicable in the capital have to be considered. 

KPMG Note 

For taxpayers benefiting from the expatriate tax concessions and who have a country that has 
regional personal income taxes, the amount of tax-free allowances that can be claimed could 
decrease.  This could result in increased income tax; therefore, wage withholding may need to be 
adapted accordingly.  For such taxpayers subject to Belgian social security, the social security burden 
could increase as well. 

 

Footnote: 

1  The guidelines appear in the form of a technical note, which is not formally published; but a copy 
can be obtained from the tax authorities by request.   

*     *     *     * 

KPMG Law (Canada) Webinar: Canadian Permanent Residence – 2016 Forecast 

Key Employer Strategies for 2016 

You are invited to a 45-minute webinar which will highlight the key developments in various 
Canadian Permanent Residence programs in 2016 as well as present key strategies for 
employers to take advantage of the new programs.  This seminar will benefit Global Mobility, 
HR, Relocation and Legal Advisors, who are involved in the movement of foreign workers to 
Canada.  

Date:  January 26, 2016 | Time:  9:30a.m. – 10:15a.m. EST (GMT -5)  

Register/RSVP:  Click here to Register for Webinar/Conference details. 

 
The information contained in this newsletter was submitted by the KPMG International member firm in 
the Belgium. 
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