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Directors' report 

The directors of Euroclear Bank SA/NV (the ‘Company’) are pleased to present their report, together with the audited financial 
statements of the company for the year ended 31 December 2017. 

Principal activities  

Euroclear Bank provides settlement and related securities services for cross-border transactions involving domestic and international bonds, 
equities, investment funds and derivatives.  

The Company is based in Brussels and is part of the Euroclear group. The Euroclear group is the world's leading provider of post-trade services. 
The group provides settlement, safekeeping and servicing of domestic and cross-border securities, with asset classes covered including bonds, 
equities and investment funds. The Euroclear group includes the International Central Securities Depositary (ICSD), Euroclear Bank, based in 
Brussels, as well as the domestic Central Securities Depositaries (CSDs) Euroclear Belgium, Euroclear Finland, Euroclear France, Euroclear 
Nederland, Euroclear Sweden and Euroclear UK & Ireland. Euroclear Bank is the only credit institution in the Euroclear group. Euroclear SA/NV 
provides system development and support services to the other companies of the group. Euroclear plc is the holding company which owns, 
directly or indirectly, the entire issued share capital of these companies. 

Euroclear Bank is rated AA+ by Fitch Ratings and AA by Standard & Poor’s, with stable outlook. It operates branches in Hong Kong and Krakow 
and opened Tokyo during the year 2017. 

Euroclear Bank’s branch in Krakow, Euroclear Bank (Spó ka Akcyjna) - Oddzia  w Polsce, officially opened in January 2013. By the end of 2017, 
it had grown to 550 employees who serve our global client base. The Krakow branch provides a dual-office arrangement with Euroclear Bank’s 
existing operations in Belgium.  

With 146 employees, Euroclear Bank (Hong Kong Branch) is an important contributor to client servicing in Asia. Through the Hong Kong office, 
Euroclear Bank is able to provide clients with a global service offering, despite the time zone difference with its headquarters in Europe.  

In November 2017, Euroclear Bank was granted a licence from Japan's Financial Services Agency (FSA) to establish a foreign bank branch 
under the Japan Banking Act. This enabled the Company to strengthen its capabilities in Japan so to provide a more convenient and 
comprehensive service to its clients and help them conduct their business more efficiently. 

In November 2017, Euroclear Bank sold its equity stake in Calar Belgium SA/NV to Euroclear Investments SA. Calar Belgium SA/NV is a real 
estate company of the group which owns 51% of the Euroclear Head Office building in Brussels where one of the 3 Euroclear data centers is 
hosted.  

Business review 

Our strategy for evolving capital markets 

Euroclear’s strategic vision is to remain a leading partner for the global capital markets, by connecting the traditional European core to the 
world’s financial markets and by providing services that improve efficiency, reduce risk and meet specific client needs. 

In the context of evolving financial markets, participants seek to work with a trusted market infrastructure to benefit from operating stability and 
resilience, greater collateral mobility and access to liquidity, and higher levels of process automation.  

The Euroclear group is committed to helping its clients navigate the rapidly changing operating environment and growing need for liquidity, 
including through new opportunities to develop innovative, value-added solutions that ensure our long-term relevance to clients.  

In addition, the group is also investing in initiatives to ensure compliance with regulatory frameworks. Euroclear’s ambition goes beyond 
compliance to fully embrace the spirit of the regulations in making financial markets safer.    

Investing to strengthen our European core 

Europe has been moving towards a single regulated marketplace covering every facet of its financial markets. In line with the European 
Commission’s plans for a Capital Markets Union (CMU), the new Central Securities Depositories Regulation (CSDR) brings a single, pan-
European rulebook to the post-trade sector, while the European Central Bank’s TARGET2-Securities (T2S) platform now provides a central 
settlement environment for the Eurozone. 

Euroclear has a long-standing commitment to Europe, holding 60% of Eurobonds (principally through Euroclear Bank, the group’s ICSD) and 
over 50% of European capital market securities across the group’s seven (I)CSDs across the region. As the operating environment continues to 
evolve, Euroclear Bank continues to intensify investments that support clients in navigating these changes, while enhancing the safety and 
efficiency of Europe’s capital markets. 

CSDR

CSDR is an important step in harmonising European financial markets, by providing a single, pan-European rulebook for CSDs, with an aim to 
improve the safety and efficiency of settlement systems and processes.  
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Overall, the effect of CSDR has been to further strengthen the approach to risk management, internal controls and governance. The changes 
required by CSDR further reinforce Euroclear Banks’s role as a provider of safe and efficient financial market infrastructure,  

A significant development in meeting the new requirements has been to shift the governance structure of the Bank. As well as increasing the 
number of independent directors on the Board, the Company has created a User Committee reinforcing further the open dialogue sought 
between EB and its clients 

Having submitted the initial applications for authorisation of the Euroclear Bank under CSDR in line with the official timelines, the Company 
continues dialogue with its regulators to complete the filings. The Bank continues to implement CSDR programmes working with clients and 
partners to meet compliance with the provisions of the regulation.  

Target2-Securities

Having adapted its link to all CSD’s using the T2S platform Euroclear Bank is making headway in its ambition to become the gateway to 
European markets connected to T2S.   

In tandem with ESES Euroclear Bank partnered closely with a pilot client to develop this solution which went live towards the end of 2017, and 
has already seen several large market participants subscribe to our solution in 2017 and early 2018. 

Growing relevance in global activities 

As an open financial market infrastructure, Euroclear Bank supports the evolving requirements of its clients as they look to benefit from the 
opportunities created by an interconnected global economy. 

Global collateral management

Increasingly, financial market participants require collateral that can be mobilised across borders and time zones. The demand for collateral will 
only continue to accelerate, driven by the end of quantitative easing and the impact of new global regulations which require clients to post 
margin across transactions to reduce counterparty and systemic risk.   

One area of regulatory change is the new regime for margin requirements for non-cleared derivatives. Euroclear Bank has successfully 
supported the market and its clients adapting to this new regulatory environment further reinforcing the relevance of Collateral Highway for its 
customers around the Globe. 
Through the Collateral Highway, Euroclear Bank supports the financial market’s requirement for a neutral, interoperable utility to source, 
mobilise and segregate collateral. It provides a comprehensive solution for managing collateral, offering clients a complete view of exposures 
across the full spectrum of their asset classes.  

In addition to more traditional collateral management functions (typically repos, securities lending, derivatives and access to central bank 
liquidity), Euroclear Bank’s range of collateral management solutions includes dedicated services for corporate treasurers, and a specialised 
equities collateral management service.  

By the end of 2017, the average daily collateralised outstanding on the Collateral Highway reached €0.6 trillion with growth across business 
lines. 

During the course of 2017, Euroclear Bank launched its new EasyWay contract management solution. This provides collateral management 
practitioners with a simple and intuitive online tool to negotiate, create and amend their collateral contracts, with the potential to speed up and 
secure what has traditionally been a long and arduous process. 

Servicing funds

Asset managers are increasingly investing across a global marketplace, and as such are beneficiaries of Euroclear Bank’s expanding 
international reach, including into growth economies (as outlined in International Markets).  Moreover, their objectives as funds promoters are 
similar to that of debt management offices in enabling broad and efficient access to their issuances. Euroclear FundsPlace seeks to meet their 
distribution strategies by developing its range of funds-specific trade and post-trade services.   

The funds industry is embarking on a period of significant evolution driven by pressures to increase transparency and efficiency throughout the 
investment chain, providing choice to investors with new and innovative solutions, and as new business models arise that meet the needs of an 
increasingly global and technologically savvy customer base. Through FundsPlace, Euroclear Bank look to accompany the industry and meet its 
evolving requirements.  

Euroclear Bank’s platform includes account opening, order routing, settlement, transparency, data mining, underlying optimisation and asset 
servicing. It also provides access to a network of over 900 fund administrators, and we routed over 2.5 million funds orders through our 
platforms in 2017. Euroclear Bank is continuing to deliver a more flexible service while allowing clients to leverage its full automation to reduce 
cost, risks and complexity associated to processing fund trades. 

A major trend in the fund management industry in recent years has been the rise of passive management. Euroclear Bank has been at the 
centre of innovation in the Exchange-Traded Fund (ETF) market by developing the international ETF structure.  
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With its simplified issuance structure, the international model is attractive to both ETF issuers and the international investor community. Today 
approximately 40% of the European ETF industry is in the international form. Innovation in the ETF space continues, and Euroclear Bank has 
begun to see traction in using the asset class for collateral management purposes.  

During 2017, the Bank has continued to on-board major ETF issuers to the international model. Important players chose to issue European 
ETFs through Euroclear Bank for the first time last year, using the international model, benefitting from its multicurrency solution and large 
settlement window.   

In early 2017, Euroclear Bank participated to the launch of an international ETF, which would be the first fund product launched by a Europe-
based Chinese asset manager that gives investors access to large and mid-cap equities on the Shanghai and Shenzhen stock exchanges in 
China via the Renminbi Qualified Foreign Institutional Investor (RQFII) scheme. 

International markets

Across the globe, growth economies are seeking to attract foreign investors to help fund long-term development needs. At the same time, 
international investors are seeking opportunities to diversify and increase the profitability of their investments around the world, particularly 
during a period of historically low yields in Europe and North America.  

To this end, Euroclear Bank made further progress in bringing benefits to domestic capital markets that might otherwise have more limited 
access to global participants, with the aim of bringing more efficient capital flows and providing stability to these financial markets. In 2017, 
Euroclear Bank made particularly strong progress in connecting with Latin American markets. 

At the start of 2017, the Chilean government announced a series of reforms to open access to the country’s domestic financial markets to 
international investors. This was a result of close cooperation between the Chilean Ministry of Finance and Euroclear to align post-trade 
processes with international standards and to set up a link with Euroclear Bank. 

In July, Euroclear Bank reached a similarly historic milestone with Peru, as Euroclear Bank and the Peruvian Ministry of Economy and Finance 
launched a domestic link to enable international investors to invest more easily in Peruvian local government bonds. By becoming 
‘Euroclearable’ Peru also aligned its capital market infrastructure to globally recognised standards.  

Euroclear Bank has also continued to collaborate closely with other domestic markets to support them in reaching an international investor base. 

Operating highlights 

Euroclear Bank continued to perform strongly in 2017, while fulfilling its role as an international financial market infrastructure that connects 
investors and issuers around the world. This performance is mainly due to increase of US interests rates and increase of market activity. 

The value of securities held for Euroclear Bank clients at the end of 2017 rose by 1% to €12.8 trillion compared to €12.7 trillion in 2016. 

The turnover, or the value of securities transactions settled, reached €498.2 trillion in 2017, up by 10% compared to €451.7 trillion in 2016.  

The number of netted transactions settled in the Euroclear Bank amounted to 95.4 million in 2017, a 13% increase compared with the 84.1 
million reported in 2016. 

Following Management's efforts to reduce the size of the balance sheet, average overnight cash deposits stood at €17.1 billion, a decrease of 
5% compared to €18.1 billion in 2016. 

Key business parameters 

Euroclear Bank’s financial performance is mainly influenced by the following parameters: 

Net fee and commission income is mainly a function of the value of securities deposited, the number of settlement transactions and the
daily value of collateral provision outstanding. The value of bonds is based on nominal value whilst for equities, their market value is taken
into consideration.
Interest income stems principally from Euroclear Bank’s clients’ cash balances invested partially in short term deposits and in money
market short term securities and from the investment of Euroclear Bank’s capital, together with retained earnings.
Administrative expenses include staff costs, depreciation and amortization as well as other operating expenses. Administrative expenses
are impacted to a certain level by business volume levels as well as by additional Cyber and Regulatory related investments.

Financial performance highlights 

The detailed results for the year are set out on page 15 of the financial statements.  

Net commission income (commissions received less commissions paid) increased by 5% to €618.1 million in 2017 driven by higher performance 
from growth area’s (i.e. Collateral Highway, Global Reach and Funds business lines).  

Net interest income (interest and similar income less interest and similar charges) amounted to €193.9 million, an increase of 29% compared to 
last year due mainly to higher USD interest rates margins and despite lower cash deposits on average during the year. 
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The year on year variance of exceptional income and charges (€154 million in total) was the result of the sale of the equity stake Euroclear Bank 
had in Calar Belgium which generated a €32.8 million capital gain in 2017 while a one-off exceptional charge linked to the compensation 
payment of €121.2 million related to the termination of the license agreement with Euroclear plc was recognised in 2016 accounts. 

General administrative expenses grew to €505.8 million, an 11% increase compared to last year reflecting material Cybersecurity and regulatory 
investments. 

Profit for the year before taxes was €338.9 million, 165% higher compared to last year. Excluding the one-off compensation payment to 
Euroclear plc in 2016 and the gain realised on the sale of Calar Belgium equity stake in 2017 together with the recognition, use and write-back of 
provisions for the early retirement plan in 2016 and 2017, the profit before taxes reached 17% higher compared to previous year, reflecting 
higher Net interest and commission income which more than offsets the increase of General administrative expenses reported end 2017. 

Taxes: The effective tax rate decreased slightly in 2017 to 29% compared to 33% in the prior year. 

Profit for the year: The profit after tax for the year ended 31 December 2017 has reached €241.8 million, compared with a profit of €85.3 million 
in the prior year. 

Balance sheet: Total assets stood at €19.4 billion on 31 December 2017, down by €715 million compared to previous year. It reflects lower 
amounts payables to credit institutions and customers which are at €17.4 billion compared to €18.3 billion last year. Total shareholders’ equity 
increased to €1,606 million compared to €1,532 million in 2016 after appropriation of the profit of the year. 
Share capital remained unchanged at the end of 2017 at €285 million represented by 70,838 shares. 

Key performance indicators 

Net fee income margin (Net fee income minus General administrative expenses compared to Net fee income) has decreased from 22.7% to 
18.2% in 2017 reflecting the increase of General administrative expenses during the year. 

Operating margin (profit before tax compared to operating income) has increased from 17.0% in 2016 to 41.2% in 2017. Excluding the one-off 
compensation payment to Euroclear plc in 2016 and the gain realised on the sale of Calar Belgium equity stake in 2017 together with the 
recognition, use and write-back of provisions for the early retirement plan in 2016 and 2017, the operating margin in 2017 reached about 37% or 
2% above last year. 

Unit cost ratio (General administrative expenses compared to the average value of securities held) has increased from 0.37 bps in 2016 to 0.40 
bps in 2017. 

Return on equity (profit for the year compared to average shareholder’s equity) has increased from 5.7% in 2016 to 14.8% in 2017. After the 
same adjustments as above, Return on Equity reached about 12.5% in 2017 compared to 11.7% in 2016. 

Asset performance (net profit compared to total average assets) increased from 39bps in 2016 (79bps excluding the one-off compensation 
impact) to 113bps in 2017. After exclusion of the exceptional income realised on the sale of Calar Belgium equity stake and the use and write-
back of early retirement provisions, asset performance reached 95bps in 2017. 

Related parties 

Euroclear Bank is controlled by Euroclear SA/NV incorporated in Belgium, which owns more than 99.9% of its shares. The ultimate parent of the 
group is Euroclear plc, incorporated in the United Kingdom. Euroclear Bank enters into several transactions with its parent companies as well as 
with other entities in the Euroclear Group, as described below. All transactions are at arm’s length. 

Bank accounts and term deposits 
The Company provides banking services to other companies in the Euroclear group. Deposits are remunerated at market rates of interest. 

Securities settlement and custody services 
In its normal course of business as an International Central Securities Depository, Euroclear Bank provides banking services to, and provides 
and receives settlement and custody services to and from, the Euroclear group’s Central Securities Depositories. Terms and conditions applying 
to these depository links are the same as those applying to depositories outside the Euroclear group. 

Software development, data centre and support services 
Euroclear Bank has entered into agreements with Euroclear SA/NV and the group’s CSD subsidiaries, whereby Euroclear SA/NV provides 
software development, data centre and a variety of non-operational and administrative support services to the (I)CSDs. In November 2017, the 
Bank sold to Euroclear Investments SA, Calar Belgium SA/NV, a company that leases premises in Brussels to Euroclear SA/NV at market rates. 

License agreements 
Until 2016, through a license agreement, Euroclear plc granted to Euroclear Bank the right to operate the Euroclear System and the right to use 
and sub-license the Euroclear trademark against payment of a royalty fee computed on qualifying revenues.  
Since the termination of the license agreement with Euroclear Plc on 31 December 2016, Euroclear Bank became owner of the intellectual 
property of the Euroclear System and no longer pays royalty fees to Euroclear plc. 
The Euroclear trademark was acquired by Euroclear SA/NV. As a result, Euroclear Bank entered into discussions to agree with Euroclear 
SA/NV to be able to make use of such assets. 
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Convertible senior loan 
In December 2016, in order to strengthen its recovery profile, Euroclear Bank borrowed from Euroclear Investments SA €200 million under the 
form of an internal convertible senior loan with a 10 year maturity. 

Post balance sheet events 

There are no important post-balance events to report for the Company. 

Information on circumstances that might materially influence the development of the consolidated 
perimeter 

No circumstances occurred that might materially influence the development of the Company. 

Research and development 

The Company has continued investing in research and development. These investments are linked to product and services development 
activities as well as performance and resilience of our systems. Euroclear Bank also continues investing in market research in line with its 
mission to provide increasingly commoditised market infrastructure services. 

Risk management in Euroclear Bank 

Enterprise risk management framework and governance 

Euroclear Bank operates within a highly regulated market infrastructure regime and is a wholly owned subsidiary of Euroclear SA/NV, a user 
owned organisation with extensive client participation at Board-level. Euroclear Bank intends to maintain its strong reputation in the financial 
industry for its safety and resilience, and for the quality of its products and post-trade services.  

In this context, the Euroclear Bank Board considers that a comprehensive and effective risk governance framework, underpinned by a sound 
risk culture, is critical to the overall effectiveness of Euroclear’s risk management arrangements. To ensure the organisation’s risk arrangements 
continue to meet Board, market and regulatory expectations, the Euroclear group is progressing with its group-wide risk transformation 
programme across the three lines of defence. The programme aims to reinforce Euroclear’s risk management framework in line with the 
increasing regulatory requirements including further clarification of the roles and responsibilities of the Board and its Committees, Senior 
Management, Line Management, and its independent Control Functions. Focus has also been placed on continuous integration of regulatory 
changes into the overall risk framework. 

The Euroclear Bank Board oversees the effectiveness and independence of the control functions. In particular, it ensures that the Risk 
Management function provides robust, independent oversight of risk-taking activities to help Euroclear Bank achieve its goals and deliver its 
strategy within the Board’s risk appetite. The Risk Management function does this by: aiming to deliver and maintain an appropriate Enterprise 
Risk Management (ERM) framework; providing the Board and Senior Management with high quality, independent risk advice and guidance; and 
helping foster a healthy risk culture throughout the organisation. As part of the risk transformation programme, the Risk Management function 
continues to reinforce its regulatory monitoring and risk management capabilities. 

The ERM framework structures the way Euroclear Bank manages its risks, within the Board’s risk appetite, whilst pursuing its strategy and 
corporate objectives. It also details the roles and responsibilities of the three lines of defence, in line with the Board’s expectations and the 
governance arrangements. 

The first line of defence is the primary source of (non-independent) assurance on the adequacy and effectiveness of the control environment to 
Senior Management and the Board. The first line of defence provides this assurance through, amongst others, regular risk and control self-
assessments, positive assurance reports, semi-annual assurance maps and an annual internal control system report. The assurance maps are 
complemented by independent Risk Management (second line of defence) and Internal Audit (third line of defence) opinions. This regular 
reporting by the three lines of defence provides frequent, effective and comprehensive monitoring of the control environment. Moreover, it, 
contributes to the effective operation of Euroclear Bank’s three lines of defence model whereby the Risk Management function plays its role as 
an independent challenger to the first line of defence and where Internal Audit provides comprehensive assurance based on the highest level of 
independence and objectivity. 

Risks affecting the Company 

Euroclear Bank faces operational risk (the risk of loss resulting from inadequate or failed internal processes, people and systems, or from 
external events). Euroclear Bank has an operational risk framework embedded in the organisation, which in the context of CSDR licensing is 
being refined further. Effective identification, monitoring, management and appropriate reporting are at the centre of our approach. Being a 
market infrastructure, the integrity, confidentiality and availability of our, and our clients’, data and the continuous availability of our services is 
very important.  

Members of Euroclear group are designated as critical national infrastructure in seven countries. Therefore as security and resilience is a key 
aspect of our approach to operational risk, we have developed and tested comprehensive processes in all entities to ensure the security and 
continuous availability of business-critical services, including effective management response to incidents and crises. All locations have 
appropriate security and contingency arrangements for recovery from workplace disruptions; supplemented by three geographically separate 
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data centres to sustain operations in the event of a local and regional- scale disaster. Disaster recovery response capability is proven through 
regular switches of activity between the primary data centres. We also regularly exercise and test our operational and management response 
and provide adequate training at all levels of the organisation. 

Financial risks are borne by Euroclear Bank in its role as single-purpose settlement bank. As a settlement bank, Euroclear Bank mainly faces 
collateralised intra-day credit exposures on its clients. In addition, it runs credit risk resulting from the intra-day use of a high-quality 
correspondent network and from short-term placements, mainly by using reverse repos, of clients’ end-of-day cash positions in the market with 
high-quality counterparties. 

Because liquidity is key for the efficient functioning of Euroclear Bank, it has built a robust liquidity management framework to ensure smooth 
day-to-day operations and maintain a high level of preparedness to cope with unexpected and significant liquidity shocks.  

A very low level of market risk (interest rate and foreign exchange rate risks only) arises as a by-product of the investment of Euroclear Bank’s 
capital (interest rate risk) and future earnings (interest rate and foreign exchange rate risks). There is no trading activity. A hedging strategy is in 
place to mitigate Euroclear Bank’s interest rate risk and foreign exchange risk. 

Euroclear Bank also faces conduct & culture and legal & compliance risks given its position as a leading financial market infrastructure operating 
in a highly regulated environment. These risks are managed through robust application of Euroclear’s compliance risk management framework.  

The ability to anticipate and integrate change in an evolving market is essential for the longer term strategy of the group. Therefore, Euroclear 
has established a framework to increase the robustness of our project and programme management capabilities. 

Compliance 

The group-wide ethical and compliance risk management framework allows Euroclear Bank to adequately identify, monitor and manage the full 
spectrum of legal and compliance risks (including conduct risk). These include, amongst others, fraud, market abuse and money laundering. In 
addition, a specific focus is devoted to assess our controls linked to economic sanctions taken by authorities. This framework is supported by a 
major communication effort (e-learning, case-based compliance tests, etc.) that helps maintain high levels of staff awareness. 

Supervision and regulation 

The National Bank of Belgium and the Financial Services and Markets Authority are the supervisors of Euroclear Bank. 

Recovery plan 

In line with regulatory rules and guidance, recovery plans are in place for Euroclear Bank as part of its overall approach to a recovery, 
restructuring or orderly wind down situation. These plans are actively reviewed and approved by the Board of Directors, upon recommendation 
of the Risk and Audit Committees on a yearly basis. These recovery plans are designed to allow Euroclear Bank to recover its financial health in 
the face of extreme but plausible stress scenarios and thereby avoid going into resolution. To that aim, they identify and analyse a number of 
recovery options that the entity could take in order to restore its capital base, liquidity position or profitability, over a short- to- medium timeframe. 

Detailed information on the risks faced by Euroclear, as well as its risk management strategies, policies and processes can be found in 
Euroclear’s yearly Pillar 3 report on www.euroclear.com as well as in Note IV to the consolidated financial statements of Euroclear PLC.  

Authorised capital 

On 17 January 2017, the Extraordinary General Meeting agreed to increase the authorised capital amount to €500 million for a 5 year period as 
from the date of publication of the amendment to the Articles of Association of the Company in the Belgian State Gazette. 

Dividends 

To be approved by shareholders at the Annual General Meeting, the Board proposes a final dividend of €168 million from which €45 million have 
been paid as interim dividend in December 2017.  

Acquisition of own shares 

During the financial year, neither the Company nor any directly controlled subsidiary or person acting in his own name but on behalf of the 
Company or a directly controlled subsidiary of the Company acquired any shares of the Company.  

Conflict of interests 

Board members 
During 2017, the Board has applied Article 523 of the Companies Code on conflict of interest at its meetings of 11 December 2017. Excerpts of 
the minutes of the Board held on that day are reproduced below: 

“9.3. and 9.4. Entity Performance Review, Proposed 2017 Incentive Compensation Pool & MC members and Heads of Control 
Performance review - bonus and fixed fee (excluding CEO) 
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The Chair noted that Belgian legal requirements required that the Board approved the overall compensation of the Management Committee, as 
reviewed and recommended by the Remuneration Committee. 

The MC members had declared a conflict of interest in line with Article 523 of the Belgian Companies Code, as each had a financial interest in 
the decision and did not participate in the vote. As the MC members (except the CEO) had left the meeting before the discussion on this topic, 
they de facto did not participate in the vote. 

The Chair noted that the Remuneration Committee had met earlier that day and had reviewed the individual 2017 incentive compensation 
amounts and 2018 fixed remuneration for the members of the Management Committee and approved the breakdown, subject to the Board’s 
approval on the overall amount. 

The Chair noted that the proposal for members of the Management Committee had been set in accordance with the applicable remuneration 
policies of the Company and the Group and had been recommended by the Remuneration Committee. The Remuneration Committee also 
concluded that the proposal reflected the individual and collegial commitment and performance of the members of the Management Committee. 

The Board noted that the 2017 incentive compensation and 2018 fixed remuneration for the members of the Management Committee (including 
the CEO) would not exceed 0.24% of the net operating income of the Company in 2017. 

Upon the recommendation of the Remuneration Committee, the Board approved the entity performance review, the total 2017 incentive 
compensation and 2018 fixed remuneration of the Management Committee members (excluding the CEO) and Heads of Control Functions, 
noting that the CEO had been consulted on the proposal. 

The resolution was approved by members of the Board (other than the executive directors who had abstained from the vote, by leaving the 
meeting earlier on). 

The Board thanked Ms Urbain who then left the meeting. 

9.5. Performance review, bonus and Fixed Fee – CEO 

The Board was reminded that Ms Urbain had a conflict of interest in line with Article 523 of the Belgian Companies Code, as she had a financial 
interest in the decision regarding her performance review, bonus and fixed fee. As Ms Urbain had left the meeting before the discussion on this 
topic, she de facto did not participate in the vote. 

The Board noted that the 2017 performance review, bonus pool and 2018 fixed fee for the MC, including the CEO, would not exceed 0.24% of 
the net operating income of the Company.  

The Board reviewed and approved the proposed performance review, 2017 incentive compensation and fixed fee for the CEO, as presented.

Non-audit services 

The amount of fees charged to Euroclear Bank and its subsidiaries for non-audit services amounted to €259,000 (the largest part relating to the 
ISAE 3402 report). Further details of fees for audit and non-audit services are provided in Note XXIX of the financial statements. 

Publicity of external mandates 

Details of the reportable directorship mandates and managerial functions exercised in companies outside the Euroclear group by the members 
of the Board and the management are available on Euroclear’s public website (www.euroclear.com). 

Individual and collective Committee member skills 

All members of the Audit Committee, the Risk Committee, the Nominations and Governance Committee and the Remuneration Committee are 
non-executive directors of the Company. The Audit Committee and the Risk Committee each have two independent members and the 
Nominations and Governance Committee and the Remuneration Committee each have one independent member within the meaning of Article 
526ter of the Belgian Companies Code. The committees have the correct knowledge base and skills among their members and each member 
has the adequate personal attributes in order for each committee to fulfil its role efficiently. 

Board advisory committees 

Audit Committee (‘AC’) 

The AC assists the Board in fulfilling its financial reporting, audit, technology and compliance and ethics oversight responsibilities. The AC is 
comprised of three non-executive directors of the Company (noting that a vacancy was recorded from November 2017) and is supported by an 
observer. All members of the AC collectively have an understanding of the Company’s business as well as collective competence in accounting 
and audit matters. At least one member is competent in accounting and/or audit matters.  
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Risk Committee (‘RC’) 

The RC assists the Board in fulfilling its risk oversight responsibilities. The RC is comprised of three non-executive directors of the Company 
(noting that a vacancy was recorded from November 2017) and is supported by an observer. The RC assists and advises the Board of Directors 
in its oversight of the Company’s risk management governance structure, risk tolerance, appetite and strategy and key risks as well as the 
processes for monitoring and mitigating such risks. The RC members individually have the skills and experience to be able to understand the 
Company’s business and to oversee the risk strategy, risk tolerance, risk capacity and risk profile of the Company. 

Nominations and Governance Committee (‘NGC’) 

The NGC assists and advises the Board of Directors in all matters in relation to the nomination of Board, Management Committee members and 
key function holders (including internal control functions), Board and Committee composition, succession planning, as well as corporate 
governance matters, including the suitability policy, as they apply to the Company. The NGC is comprised of two non-executive directors of the 
Company. Committee members should possess individual and collective appropriate knowledge, skills, expertise and professional experience 
regarding governance, selection process, suitability and control practices and be able to properly and independently advise the Board of 
Directors on the composition and the functioning of the Board and Board Committees of the Company and, in particular, on the ‘fit and proper’ 
character of their members. 

Remuneration Committee (‘RemCo’) 

The RemCo assists and advises the Board of Directors in defining a global compensation policy for the Company and in ensuring that the 
members of the Management Committee (“Executives”), identified staff and the non-executive Board members of the Company are 
compensated as per the principles described in Euroclear’s compensation policy and overseeing management’s implementation of the 
compensation policy. The RemCo is comprised of two non-executive directors of the Company. The RemCo members will exercise relevant and 
independent judgment on the remuneration policies and practices. They collectively have the knowledge, expertise and experience concerning 
remuneration policies and practices, risk management and control activities, namely with regard to the mechanism for aligning the remuneration 
structure to the Company’s risk and capital profiles. The RemCo members collectively have an understanding of the Company’s business and 
shall have competence relevant to the sector in which the Company operates. 

By order of the Board 

Frederic Hannequart 
Chairman of the Board 

26 February 2018 
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Euroclear Bank Board and Committees - composition 
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Notice about additional auditing or adjusting mission 
 
The managing board declares that no assignment neither regarding auditing nor adjusting has been given to a person who was not 
authorised by law, pursuant to art. 34 and 37 of the Law of 22nd April 1999 concerning the auditing and tax professions. 

The annual accounts have not been audited or adjusted by an external accountant or auditor who is not a statutory auditor. 

If YES, mention here after: name, first names, profession, residence-address of each external accountant or auditor, the number of 
membership with the professional Institute ad hoc and the nature of this engagement.  

A. Bookkeeping of the undertaking ** 

B. Preparing the annual accounts ** 

C. Auditing the annual accounts and/or 

D. Adjusting the annual accounts. 

If the assignment mentioned either under A. or B. is performed by authorised accountants or authorised accountants-tax consultants, 
information will be given on: name, first names, profession and residence-address of each authorised accountant or accountant-tax 
consultant, his number of membership with the Professional Institute of Accountants and Tax consultants and the nature of this 
engagement. 

 

 

 

 

 

       
(*) Delete where appropriate. 
(**) Optional mention. 
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Balance sheet 
As at 31 December 2017 

 
The accompanying Notes form part of these financial statements.



Euroclear Bank SA/NV annual report 2017 Financial statements 

13 

 
Balance sheet (continued)  
As at 31 December 2017 

 

The accompanying Notes form part of these financial statements.
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Balance sheet (continued) 
As at 31 December 2017 

 
Under the terms of the Euroclear Securities Lending and Borrowing Programme, Euroclear Bank provides a guarantee to securities lenders 
whereby if a securities borrower is unable to return the securities, Euroclear Bank guarantees the lender to receive replacement securities 
of their cash equivalent. A similar guarantee applies to Euroclear Bank’s GC Access Programme. The guarantee is valued at market value 
of the loan securities plus accrued interest. Euroclear Bank’s policy is that all securities borrowings are covered by collateral pledged by the 
borrowing banks and customers. 
 
The accompanying Notes form part of these financial statements.



Euroclear Bank SA/NV annual report 2017 Financial statements 

15 

 
Profit and loss statement 
As at 31 December 2017 

 

 
The accompanying Notes form part of these financial statements. 
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Profit and loss statement (continued) 
As at 31 December 2017 

 
The accompanying Notes form part of these financial statements.
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Appropriation and transfer 
As at 31 December 2017 

 
The accompanying Notes form part of these financial statements.
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Annexe 
 
I.Statement of amounts receivable from credit institutions 
As at 31 December 2017 
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II. Statement of amounts receivable from customers 
(Heading IV of balance sheet assets) 
As at 31 December 2017 
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III. Statement of bonds and other fixed-income securities  
(Heading V of balances sheet assets) 
As at 31 December 2017 
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III. Statement of bonds and other fixed-income securities 
(Heading V of balance sheet assets) 
As at 31 December 2017 
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IV. Statement of corporate shares and other variable-income securities 
(Heading VI of balance sheet assets) 
As at 31 December 2017 
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IV. Statement of corporate shares and other variable-income securities (continued) 
(Heading VI of balance sheet assets) 
As at 31 December 2017 
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V. Statement of financial fixed assets  
(Heading VII of balance sheet assets) 
As at 31 December 2017 
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V. Statement of financial fixed assets (continued)  
(Heading VII of balance sheet assets) 
As at 31 December 2017 
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V. Statement of financial fixed assets (continued)  
(Heading VII of balance sheet assets) 
As at 31 December 2017 
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VI. Information on financial participations 
As at 31 December 2017 

A. Participating interests and other rights in other enterprises 

Mentioned hereafter are the enterprises in which the credit institution holds a participation as mentioned in the Royal Decree of 23 
September 1992, as well as the other enterprises in which the credit institution holds social rights representing at least 10% of the 
subscribed equity. 
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VI. Information on financial participations (continued)  
As at 31 December 2017 

B. Enterprises to which the enterprise is unlimitedly liable either as a qualified partner or member 

The annual accounts of any enterprise to which the enterprise is unlimitedly liable will be added to the present accounts and published 
jointly. Departure from that requirement will be mentioned in the second column referring to the appropriate code (A, B, or C), explained 
hereafter 

(*) The annual accounts of the enterprise: 

A. will be published through a deposition in the National Bank of Belgium; 
B. will be published effectively in another member state of the EC pursuant to art. 3 of the directive 2009/101/CE; 
C. will be fully or proportionally consolidated  in the consolidated  annual  statements of the  enterprise which is  prepared,  audited  

and  published pursuant to the provision of Company Law on the consolidated annual accounts of enterprises. 
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VII. Statement of formation expenses and intangible fixed assets 
(Heading VIII of balance sheet assets) 
As at 31 December 2017 
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VIII. Statement of tangible fixed assets  
(Heading IX of balance sheet assets) 
As at 31 December 2017 
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IX. Other assets  
(Heading XI of balance sheet assets) 
As at 31 December 2017 

 

 



Euroclear Bank SA/NV annual report 2017 Notes to the standalone financial statements  

32 

 
X. Deferred charges and accrued income   
(Heading XII of balance sheet assets) 
As at 31 December 2017 

 

 

 
 
 
X.bis Re-use of funds of segregated customers   
(Heading XII of balance sheet assets) 
As at 31 December 2017 
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XI. Amounts payable to credit institutions   
(Heading I of balance sheet liabilities) 
As at 31 December 2017 
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XII. Amounts payable to customers   
(Heading II of balance sheet liabilities) 
As at 31 December 2017 

 

 
Amounts payable to credit institutions and customers (headings I and II of balance sheet liabilities) include an amount of 4,120,345,000 €-
equivalent (2016: 4,203,193,000 €-equivalent) of deposits blocked pursuant to applicable international sanctions measures. 
 
On 16 December 2016, A 10-year contingent convertible loan amounting to €200,000,000 (corresponding to one third of the proceeds of the 
senior unsecured debt instrument issued by Euroclear Investments SA) was granted by Euroclear Investments SA to Euroclear Bank 
(principal amount of €198,955,000, net of €1,245,000 of issue costs).  This loan bears interest from and including 16 December 2016 to (but 
excluding) the interest payment date falling on 16 December 2026 at the rate of 4.74% per annum. This internal convertible senior loan is 
intended to strengthen its recovery profile of the Bank. 
.
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XIII. Debt securities in issue   
(Heading III of balance sheet liabilities) 
As at 31 December 2017 
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XIV. Other amounts payable   
(Heading IV of balance sheet lioabilities) 
As at 31 December 2017 
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XV. Accrued charges and deferred income   
(Heading V of balance sheet liabilities) 
As at 31 December 2017 
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XVI. Provisions for other liabilities and charges  
(Heading VI.A.3 of balance sheet liabilities) 
As at 31 December 2017 
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XVII. Statement of subordinated liabilities   
(Heading VIII of balance sheet liabilities) 
As at 31 December 2017 
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XVIII. Statement of capital and shareholding structure  
As at 31 December 2017 

A. Statement of capital 
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B. Structure of the institution's shareholding structure at the closing date of its accounts, as it results from the declarations 
received by the institution
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XIX. Breakdown of total assets and total liabilities in euros and foreign currencies  
As at 31 December 2017 
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XX. Trustee operations referred to in Article 27ter, § 1 paragraph 3  
As at 31 December 2017 
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XXI. Statement of guaranteed liabilites and commitments   
As at 31 December 2017 

Secured guarantees provided or irrevocably promised by the credit institution on its own assets 

 
 
Part of our Investment securities, with a book value of €1,814,632,000 (2016: €1,569,282,000) and €2,476,788,000 of securities (2016: 
€2,195,141,000), coming from the reserve repo activity we do with different counterparts, have been deposited with the National Bank of 
Belgium as potential collateral for TARGET2-related exposures. 
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XXII. Statement of the contingent liabilities and of commitments which can give rise to a 
credit risk  
(Heading I and II of the off)balance sheet) 
As at 31 December 2017 

 

 



Euroclear Bank SA/NV annual report 2017 Notes to the standalone financial statements  

46 

 
XXIII. Operating results  
(Headings I through XV of the profit and loss accounts) 
As at 31 December 2017 
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XXIII. Operating results (continued)  
(Headings I through XV of the profit and loss accounts) 
As at 31 December 2017 
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XXIV. Forward off-balance sheet operations in securities, foreign currencies and other 
financial instruments   
As at 31 December 2017 
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XXIV. Forward off-balance sheet operations in securities, foreign currencies and other 
financial instruments  
As at 31 December 2017 

B. Estimation of the impact on the results of the derogation to the valuation rule defined under Article 36 BIS, § 2, granted 
by the Belgian Banking and Finance Commission, concerning interest-rates derivatives 
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XXV. Exceptional results   
(Heading XVII.E and XVIII.E of the profit and loss accounts) 
As at 31 December 2017 
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XXVI. Income taxes  
(Heading XX of the profit and loss accounts) 
As at 31 December 2017 
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XXVII. Other taxes and taxes at the charges of third parties  
As at 31 December 2017 
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XXVIII. Off-balance sheet rights and commitments and transactions with related parties  
As at 31 December 2017 
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XXVIII. Off-balance sheet rights and commitments and transactions with related parties  
As at 31 December 2017 
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XXIX. Financial relationships with  
As at 31 December 2017 

 
 
4. Notices in application of alinea 133, paragraph 6 of the Belgian Company Code. 
 
Euroclear Bank ensures that the independence of the external auditor is preserved through a specific policy adopted by the board and 
agreed to by PwC. This policy adheres to the highest standards of independence. The engagement of the external auditor for non-core 
services is subject to specific controls, supervised by the Audit Committee.
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XXX. Positions in financial instruments  
As at 31 December 2017 

 

 



Euroclear Bank SA/NV annual report 2017 Notes to the standalone financial statements  

57 

 
XXXI. Information country by country  
As at 31 December 2017 

Information to be completed for the institutions referred to in Article 4 Section 1,  3 of the Regulation (EU) No 575/2013 of 
the European Parliament and of the Council of 26 June 2013 on the prudential requirements for credit institutions and 
investment firms and amending Regulation (EU) No 648/2012 except those who are publishing consolidated accounts in 
accordance with the Royal Decree of 23 September 1992 on the consolidated accounts of credit institutions, investment 
firms and management companies of undertakings for collective investment. 
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XXXII. Derivative financial instruments not estimated at fair value  
As at 31 December 2017 

Estimate of the fair value for each category of derivative financial instruments which are not evaluated on the basis of its economic value 
stating the volume and nature of the instruments concerned 
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XXXIII. Notes relative to affiliated enterprises in Article 12 
As at 31 December 2017 
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Statement relative to the consolidated accounts 
As at 31 December 2017 

Declaration related to consolidated accounts 

A. Information to be completed by all the credit institutions 
 
The credit institution establishes and publishes consolidated accounts and a consolidated management report.
The credit institution does not establish consolidated accounts or a management report for one of the following reasons1:  

 the credit institution does not control, solely or jointly, one or more subsidiaries under Belgian or foreign law 
 the credit institution, however, submitted to the Royal Decree of 23 September 1992, is exempted to establish consolidated 

accounts and a consolidated management report because the credit institution is a subsidiary of a mother company that 
establishes and publishes consolidated accounts (Article 4 of the Royal Decree of 23 September 1992).  

o justification of the respect of the provisions set out Article 4: 
 

o name, complete address of the headquarter company and, if it concerns a Belgian legal entity, the VAT number or the 
national number of the mother company that establishes and publishes the consolidated accounts in the name of which 
the exemption is authorised*:  

 
 
B. Information to be completed by the credit institution of a subsidiary or a joint subsidiary 
 
Name, complete address of the headquarter and, if it concerns a Belgian legal entity, the VAT number or the national number of the mother 
company and mention if this mother company establishes and publishes consolidated accounts in which the credit institution accounts are 
integrated by the consolidation²: 
 

Ultimate parent Immediate parent 
Euroclear plc 
33 Cannon Street 
London EC4M 5SB 
United Kingdom 

Euroclear SA/NV 
1 Boulevard du Roi Albert II 
1210 Brussels 
Belgium 
BE 423.747.369 

 
If the mother company is under foreign law, place where the above-mentioned consolidated accounts can be obtained²: 
 

Euroclear plc  
Baarematte  
6340 Baar  
Switzerland  

Euroclear SA/NV  
1 Boulevard du Roi Albert II  
1210 Brussels  
Belgium  
BE 423.747.369  
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Social report 
As at 31 December 2017 

Numbers of joint industrial committees which are competent for the enterprise: 218 
 

I. Statement of the persons employed 

A. Number of employed persons for whom a DIMONA declaration has been introduced by the company or who are recorded in the 
general personnel register during the financial period 
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Social report (continued) 
As at 31 December 2017 

I. Statement of the persons employed (continued) 

A. Number of employed persons for whom a DIMONA declaration has been introduced by the company or who are recorded in the 
general personnel register during the financial period (continued) 

 
B. Temporary personnel and persons placed at the disposal of the enterprise  
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Social report (continued) 
As at 31 December 2017 

II. List of personnel movements during the financial period 
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Social report (continued) 
As at 31 December 2017 

III. Information on vocational training for personnel during the financial period  
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Complementary Information 
As at 31 December 2017 

I. Pension Plan 

Euroclear Bank has a wide range of defined benefit pension plans covering employees in Belgium and Japan, as well as medical plans and 
termination indemnities. These plans are valued in compliance with IAS 19. 

The most recent full actuarial valuation of the plans, under IFRS (IAS19), was made by independent qualified professional actuaries as of 
31 December 2017. 

Funding levels are monitored on an annual basis and contributions are made to comply with minimum requirements as determined by local 
regulations and internal funding policy. 

The pension cost (service and interest) in 2017, computed in accordance with IAS 19 (taking into account e.g. projected salary increases 
and inflation, etc. up to the time of retirement) amounted to €6,589,000 (2016: €4,931,000) and was fully expensed in the current year. The 
contribution, reflecting employers' contributions for funded plans and benefit disbursements for unfunded plans, amounted to €3,958,000 
(2016: €331,000). The actuarial valuation at 31 December 2017 showed a deficit of €27,391,000 (2016: €25,521,000). It is detailed as 
follows: 
 

The main assumptions used are the following : 

The above percentages are weighted averages of the assumptions used for individual plans. 

The value of assets in the plans and the expected rates of return were: 
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Complementary Information (continued) 
As at 31 December 2017 

II. Additional clarification on staff survey 

In accordance with the applicable regulations, please note that the population reflected in the staff survey does not agree with the figures 
presented in Note of the financial statements. The reason is that the latter present figures related to the legal entity, i.e. including its foreign 
branches, whereas the former exclusively shows figures associated with the headquarters in Belgium.
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Valuation rules 
As at 31 December 2017 

The financial statements of Euroclear Bank SA/NV and its subsidiary undertakings are made up as at, and for the period ending, 31 
December. The valuation rules used to draw up the group’s accounts and the stand-alone accounts of Euroclear Bank have been 
prepared in accordance with the Royal Decree of 23 September 1992 (‘the Royal Decree’), relating to the annual accounts of credit 
institutions. 

This document contains the specification of the valuation rules in a number of areas, where the Royal Decree allows alternative 
treatments, where significant management estimates are required, or which are very significant areas in the financial statements. 

Those areas are: 

a] Income and expenditure recognition 
b] Provisions for bad and doubtful debts 
c] Provisions for liabilities and charges 
d] Leasing 
e] Intangible fixed assets 
f] Tangible fixed assets 
g] Subsidiary undertakings 
h] Debt securities and equity shares 
i] Sale and repurchase transactions 
j] Pensions and other post-retirement benefits 
k] Derivatives and other financial instruments 
l] Foreign currencies 
m] Fund for general banking risks 
 

a] Income and expenditure recognition 

Interest income is recognised in the profit and loss account as it accrues. 

Dividend income is recognised in the profit and loss account when received. 

Fees receivable, which represent a return for services provided, are credited to income when the related service is performed. 

Fees receivable, which represent a return for credit risk borne or which are in the nature of interest, are taken to the profit and loss 
account over the period of the loan, or on a systematic basis over the expected life of the transaction to which they relate. 

Expenditure is accounted for on an accrual basis. 

b] Provisions for bad and doubtful debts 

Specific provisions are made against advances when, in the opinion of the directors, credit risks or economic or political factors 
make recovery doubtful. The need to adjust provisions is reviewed regularly in the light of actual experience. The provisions which 
are made during the year (less amounts released and recoveries of bad debts previously written off) are charged against operating 
profit. Bad debts are written off in part or in whole when a loss has been confirmed. 

c] Provisions for liabilities and charges 

Specific provisions are recognised where there is a present obligation arising from a past event, there is a probable outflow of 
resources, and the outflow can be estimated reliably. 

d] Leasing 

Contracts to lease assets are classified as finance leases where they transfer substantially all the risks and rewards of ownership of 
the asset to the customer. Contracts not deemed to be finance leases are treated as operating leases. 

Rentals payable and receivable under operating leases are accounted for on the straight-line basis over the period of the lease. 

e] Intangible fixed assets 

Intangible fixed assets are amortised in equal instalments over their estimated useful lives. 

f] Tangible fixed assets 

Depreciation of tangible fixed assets is provided on a straight-line basis over their estimated useful lives as follows: 

 Leasehold improvements: shorter of economic life and period of lease 
 Data processing and communications equipment: 2 to 5 years 
 Furniture and fixtures: 7 years 
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g] Subsidiary undertakings 

Investments in Euroclear Bank’s subsidiary undertakings are stated in the parent company’s stand-alone accounts at cost less 
dividends received from pre-acquisition reserves and any impairment in value. 

h] Debt securities and equity shares 

Securities and shares intended for use on a continuing basis in the group’s activities are classified as investment securities and are 
stated at cost less provision for any impairment in value. The carrying value of investment securities is adjusted over the period to 
maturity to allow for the amortisation of premiums or discounts on an actuarial basis. Such amortisation is included in interest 
receivable. 

i] Sale and repurchase transactions 

Securities that have been sold with an agreement to repurchase continue to be shown on the balance sheet and the sale proceeds 
recorded as a deposit. Securities acquired in reverse repurchase transactions are not recognised in the balance sheet and the 
purchase price is treated as a loan. The difference between the sale price and repurchase price is accrued evenly over the life of the 
transaction and charged or credited to the profit and loss account as interest payable or receivable. 

j] Pensions and other post-retirement benefits 

The Company operates a number of post-retirement benefit schemes for its employees, including both defined contribution and 
defined benefit pension plans. 

A defined contribution plan is a pension plan under which the Company pays fixed contributions into a separate entity and has no 
legal or constructive obligation to pay further contributions if the fund does not hold sufficient funds to pay all employees the benefits 
relating to employee service in the current and prior periods. 

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan.  

The liability recognised in the balance sheet in respect of defined benefit plans is the present value of the defined benefit obligation 
at the balance sheet date less the fair value of plan assets. The defined benefit obligation is calculated annually by independent 
actuaries using the projected unit credit method. The present value of the defined benefit obligation is determined by discounting the 
estimated future cash outflows using interest rates of high-quality corporate bonds that are denominated in the currency in which the 
benefits will be paid, and that have terms to maturity approximating the terms of the related pension liability.  

All actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are recognised in the 
income statement in the period in which they occur. 

Past service cost is recognised immediately in the profit and loss account. 

The costs of defined contribution plans are charged to the income statement in the period in which they fall due. 

The Company provides post-retirement healthcare benefits to their retirees. The expected costs of these benefits are accrued over 
the period of employment using an accounting methodology similar to that for defined benefit pension plans. Actuarial gains and 
losses arising from experience adjustments, and changes in actuarial assumptions, are charged or credited to the income 
statement. These obligations are valued annually by independent qualified actuaries. 

k] Derivatives and other financial instruments 

Transactions are undertaken in derivative financial instruments (derivatives) for hedging purposes, which include interest rate 
swaps, futures, options and similar instruments. A derivative is designated as non-trading as there is an offset between the effects of 
potential movements in market rates on the derivative and the designated non-trading asset, liability or position being hedged. Non-
trading derivatives are reviewed regularly for their effectiveness as hedges. 

Under a derogation granted by the Belgian Banking and Finance Commission to Article 36 bis, § 2 of the Royal Decree of 23 
September 1992, derivatives entered into for the purposes of asset and liability management can be accounted for as hedges. 

Non-trading derivatives are accounted for on an accruals basis, consistent with the assets, liabilities or positions being hedged. 
Income and expense on non-trading derivatives are recognised as they accrue over the life of the instruments as an adjustment to 
the income or expense of the hedged item. 

Where a non-trading derivative no longer represents a hedge because either the underlying non-trading asset, liability or position 
has been derecognised, or the effectiveness of the hedge has been undermined, it is restated at fair value and any change in value 
is taken directly to the profit and loss account and reported within ‘Profit from (loss on) financial operations’. Thereafter, the 
derivative is classified as a trading instrument and accounted for accordingly. 
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In other circumstances, where non-trading derivatives are terminated, any resulting gains and losses are amortised over the 
remaining life of the hedged asset, liability or position. Unamortised gains and losses are reported within ‘Other assets’ and ‘Other 
liabilities’ on the balance sheet.  

Derivatives hedging anticipatory transactions are accounted for on a basis consistent with the relevant type of transaction. i.e. gains 
and losses are not recognised until the period the anticipated transactions occur. When anticipatory transactions do not actually 
occur, related derivatives are restated at fair value and changes in value are taken directly to the profit and loss account and 
reported within ‘Profit from (loss on) financial operations’. 

l] Foreign currencies 

Monetary assets and liabilities denominated in foreign currencies are translated into euros at rates prevailing at the balance sheet 
date. Profit and loss amounts in foreign currencies are translated into euros at the rates prevailing on the date of the transaction.  

Non-monetary assets and liabilities denominated in foreign currencies are translated into euros at historical exchange rates. 

Spot foreign exchange contracts are translated into euros at market rates and the resulting gains or losses are taken into the profit 
and loss account. 

The results of branches in foreign currencies are translated at average exchange rates for the year. Exchange differences arising on 
consolidation of the Company’s branches are taken to the profit and loss account. 

m] Fund for general banking risks 

Additions to, and the uses of, a fund for general banking risks are determined by the Board of directors of Euroclear Bank SA/NV. 
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STATUTORY AUDITOR'S REPORT TO THE GENERAL SHAREHOLDERS’ MEETING OF 
EUROCLEAR BANK SA ON THE ANNUAL ACCOUNTS FOR THE YEAR ENDED 31 DECEMBER 
2017 
Report on the statutory financial statements 

We present to you our Statutory Auditors’ report in the context of our statutory audit of Euroclear Bank’s (the 
“Company”) financial statements (hereafter the “Annual Accounts”). This report includes our report on the 
audit of the Annual Accounts, as well as the report on other legal and regulatory requirements. These reports 
are an integrated ensemble and are indivisible. 

We have been appointed as Statutory Auditors by the General Shareholders’ Meeting of 27 April 2017, upon 
proposal of the Board of Directors following the recommendation by the Audit Committee and after approval by 
the Works’ Council.  Our mandate will expire on the date of the General Shareholders’ Meeting which will 
deliberate on the annual accounts as at 31 December 2019. We started the statutory audit of the annual accounts 
of Euroclear Bank SA before 1990. 
 
Report on the audit of the Annual Accounts 
 
Unqualified opinion 

We have audited the Annual Accounts of the Company which comprise the balance sheet as at 31 December 
2017, the profit and loss account for the year then ended and the notes to the annual accounts, which show a 
balance sheet total of ‘000’ EUR 19.412.514 and a profit and loss account showing a profit for the year of ‘000’ 
EUR 241.751. 

In our opinion, the annual accounts give a true and fair view of the Company’s net equity and financial position 
as at 31 December 2017, and of its results for the year then ended, in accordance with the financial-reporting 
framework applicable in Belgium. 

Basis for unqualified opinion 

We conducted our audit in accordance with the International Standards on Auditing (“ISA”). Our 
responsibilities under those standards are further described in the “Auditors’ responsibilities for the audit of the 
Annual Accounts” section of our report. We have fulfilled our ethical responsibilities in accordance with the 
ethical requirements that are relevant to our audit of the Annual Accounts in Belgium, including the 
requirements related to independence. We have obtained from the Board of Directors and company officials the 
explanations and information necessary for performing our audit. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our opinion. 

Key audit matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of 
the Annual Accounts of the current period. These matters were addressed in the context of our audit of the 
Annual Accounts as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on 
these matters.  

Revenue recognition 
 

Key audit matter      The Company’s 31 December 2017 Annual Accounts show “Interests and similar 
income” and “Commissions received” captions amounting to ‘000’ EUR 246.995 and 
‘000’ EUR 1.097.018 respectively, as further disclosed in note XXIII.  The aggregated 
amount of these captions represent the vast majority of the revenues of Euroclear 
Bank.

We identified these revenues as a Key Audit Matter due to (i) the significance of the 
balance and (ii) the dependency on IT systems. 

Our audit approach: We focused our audit effort on: 
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 Assessing the design and operating effectiveness of the internal control framework relating to the 
billing system of Euroclear Bank. We found the process to be appropriate, in the circumstances; 

 Testing the IT Systems and IT General Controls over the fee income system infrastructure. We 
performed specific testing on the appropriateness of the access rights and the system changes brought 
to the IT systems. We found the process to be appropriate, in the circumstances; 

 For the most significant revenue streams, performing substantive analytical procedures on the fee 
income charged by comparing monthly evolution of the volumes to the evolution of the related fee 
income. These procedures did not raise any significant audit findings; 

 Recomputing the settlement and safekeeping fees for two months, on the basis of the volume output of 
the operational systems. These procedures did not raise any significant audit findings; 

 Recomputing the interest income for two months, on the basis of the data output of the operational 
systems. These procedures did not raise any significant audit findings; 

 Assessing the adequacy of a representative sample of manual journals impacting the reported fee 
amount.

 
Responsibilities of the Board of Directors for the Annual Accounts 
 
The Board of Directors is responsible for the preparation of Annual Accounts that give a true and fair view in 
accordance with the financial-reporting framework applicable in Belgium, and for establishing the internal 
controls the Board of Directors determines are necessary to enable the preparation of Annual Accounts that are 
free from material misstatement, whether due to fraud or error.  

In preparing the Annual Accounts, the Board of Directors is responsible for assessing the Company’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless the Board of Directors either intends to liquidate the Company or to cease 
operations, or has no realistic alternative but to do so.  

Statutory Auditors’ responsibilities for the audit of the Annual Accounts 

Our objectives are to obtain reasonable assurance about whether the Annual Accounts as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance 
with the International Standards on Auditing would always detect a material misstatement when it would exist. 
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they 
could reasonably be expected to influence the economic decisions of users taken on the basis of these Annual 
Accounts. 

As part of an audit in accordance with the International Standards on Auditing, we exercise professional 
judgment and maintain professional scepticism throughout the audit. We also:  

• Identify and assess the risks of material misstatement in the Annual Accounts, whether due to fraud or 
error; design and perform audit procedures addressing those risks and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of the internal control.  

• Obtain an understanding of the internal controls relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the Company’s internal controls. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the Board of Directors.  

• Conclude on the appropriateness of the Board of Directors’ use of the going concern basis of 
accounting and, based on the audit evidence obtained, whether a material uncertainty exists related to 
events or conditions that may cast significant doubt on the Company’s ability to continue as a going 
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concern. If we conclude that a material uncertainty exists, we are required to draw the attention, in 
our Statutory Auditors’ report, to the related disclosures in the Annual Accounts or, if such disclosures 
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our statutory auditors’ report. However, future events or conditions may cause the 
Company to cease to continue as a going concern.  

• Evaluate the overall presentation, structure and content of the Annual Accounts, including the 
disclosures, and whether the Annual Accounts represent the underlying transactions and events in a 
manner that achieves fair presentation.  

We communicate with the Audit Committee regarding, amongst other matters, materiality, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal controls 
that we identify during our audit. 

We also provide the Audit Committee with a statement on our compliance with relevant ethical requirements 
regarding independence, and communicate with them all relationships and other matters that may reasonably 
be thought to bear on our independence, and where applicable, related safeguards.  

From the matters discussed with the Audit Committee, we determine those matters that were of most 
significance in the audit of the Annual Accounts of the current period and are therefore the key audit matters. 

 
* 

* * 
Report on other legal and regulatory requirements 
 
Responsibilities of the Board of Directors 
 
The Board of Directors is responsible for the preparation and the content of the directors’ report and the 
documents required to be deposited by virtue of the legal and regulatory requirements.  The Board of Directors 
is also responsible for the Company’s compliance with the legal and regulatory requirements with respect to 
bookkeeping, with the Companies’ Code and with the Company’s articles of association. 
 
Statutory Auditors’ responsibilities 
 
In the context of our mandate and in accordance with the draft Belgian auditing standard which is 
complementary to the International Standards on Auditing, our responsibility is to verify the directors’ report 
and also certain documents which need to be deposited by virtue of legal and regulatory requirements as well as 
to verify compliance, in all material respects, of the directors’ report with certain legal and regulatory 
requirements.   
 
Statement with respect to the directors’ report 
 
In our opinion, after having performed the specific procedures, the directors’ report on the Annual Accounts is 
prepared in accordance with the articles 95 and 96 of the Companies’ Code, is consistent with the Annual 
Accounts, and does not present any material inconsistencies with the information that we became aware of 
during the performance of our mandate. 

We are also responsible for considering, in particular based on the knowledge acquired resulting from the audit, 
whether the directors’ report is materially misstated or contains information which is inadequately disclosed or 
otherwise misleading. 

In the light of the procedures we have performed, there are no material misstatements we have to report to you. 
 
Statement with respect to the social balance sheet 
 
The social balance sheet, to be deposited in accordance with article 100, § 1, 6°/2 of the Companies’ Code, 
includes, both in terms of form and content, the information required by virtue of the Companies’ Code and 
does not present any material inconsistencies with the information we have at our disposition in our audit file. 
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Statement with respect to independence 
 

We did not provide services which are incompatible with the statutory audit of the Annual Accounts and we 
remained independent of the company in the course of our mandate; and 

The fees for additional services which are compatible with the statutory audit of the Annual Accounts referred to 
in article 134 of the Companies’ Code are correctly disclosed and itemized in the notes to the Annual Accounts. 
 

Other statements 

Without prejudice to formal aspects of minor importance, the accounting records were maintained in 
accordance with the legal and regulatory requirements applicable in Belgium; 

There are no transactions undertaken or decisions taken in breach of the Company‘s articles of association or 
the Companies’ Code that we have to report to you; 

The appropriation of results proposed to the general meeting complies with the legal provisions and the 
provisions of the articles of association; 

In accordance with Article 523 of the Companies’ Code, the financial consequences of the decisions of the Board 
of Directors on 11 December 2017 relating to the compensation scheme for the members of the management 
committee have been adequately disclosed in the ‘conflict of interest’ section of the annual report on the 
statutory accounts; 

An interim dividend has been distributed during the year in relation to which we have issued the attached report 
in accordance with legal requirements; 

This report is consistent with the additional report to the audit committee referred to in article 11 of the 
Regulation (EU) N° 537/2014. 
 
 
 
 

Sint-Stevens-Woluwe, 27 February 2018 

The Statutory Auditors 
PwC Bedrijfsrevisoren bcvba 
represented by 
 
 
 
 
 
 
Damien Walgrave      
Accredited auditor 
 
 
 
 
 
 
 
 
 
Appendix : I : Report on the Interim Dividend dated 5 December 2017 
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To the attention of the Board of Directors

STATUTORY AUDITORS’ REPORT TO THE BOARD OF DIRECTORS OF EUROCLEAR BANK SA 
ON THE STATEMENT OF ASSETS AND LIABILITIES IN CONNECTION WITH THE PROPOSED 
DISTRIBUTION OF AN INTERIM DIVIDEND
 
 
Introduction 

We have reviewed the statement of assets and liabilities (hereafter the “Statement”) as of 31 October 2017, 
included in appendix of this report, based on which the Board of Directors of Euroclear Bank SA (hereafter 
“Company”) proposes to distribute an interim dividend of  
‘000 EUR 45.053, as foreseen in Article 35 of the Company’s Articles of Association.

The Board of Directors is responsible for the preparation and fair presentation of this Statement of the 
Company as of 31 October 2017 in accordance with the financial reporting framework applicable to banks in 
Belgium and the Companies’ Code. Our responsibility is to express a conclusion on this Statement based on our 
review, performed in accordance with ISRE 2410 and article 618 of the Companies’ Code.  

Scope of Review

We conducted our review of the Statement as of 31 October 2017 in accordance with International Standard on 
Review Engagements 2410, “Review of Interim Financial Information Performed by the Independent Auditor of 
the Entity” (ISRE 2410). A review consists in making inquiries, primarily of persons responsible for financial 
and accounting matters, and applying analytical and other review procedures. A review is substantially less in 
scope than an audit conducted in accordance with International Standards on Auditing and, consequently, does 
not enable us to obtain assurance that we would become aware of all material matters that might be identified in 
an audit. Accordingly, we do not express an audit opinion. 

Conclusion

Based on our review, we are not aware of any fact that causes us to believe that the Statement does not fairly 
present, in all material respects, the Company’s capital and financial position as of  
31 October 2017, in accordance with the financial reporting framework applicable to banks in Belgium and the 
Companies’ Code.  

Finally, according to the Statement, the proposed distribution would not lead to a decrease in the Company’s 
net assets, as referred to Article 617 of the Companies’ Code, to an amount lower than the sum of the Company’s 
paid-up capital and those reserves that the Companies’ Code or the Company’s Articles of Association do not 
allow to be distributed. 

This report is prepared solely to address the requirements as set by virtue of Article 618 of the Companies’ Code, 
and may not be used for any other purpose.  

Sint-Stevens-Woluwe, 5 December 2017 

The statutory auditor, 

PwC Bedrijfsrevisoren sccrl/bcvba 
Represented by 

Damien Walgrave 
Reviseur d’Entreprises / Bedrijfsrevisor 
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Appendix: Statement of assets and liabilities as of 31 October 2017 

Balance sheet 
For the year ended 31 October 
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