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Foreword

Luc Coene
Governor

In view of the financial crisis which has persisted since 2008, there is clearly a need to improve the
way that the supervision of financial institutions is organised and applied. This has led the authorities
at both European and Belgian level to rethink the subject in depth.

At European level, the European System of Financial Supervisors (ESFS) was created on 1 January 2011.
It comprises the European Systemic Risk Board, the European body responsible for macroprudential
oversight, and three European Supervisory Authorities which are to strengthen microprudential
supervision in Europe in banking, insurance and securities markets respectively.

Drawing inspiration from developments in a number of European Union countries and on the basis
of the recommendations of Belgium’s special commission of inquiry into the financial and banking
crisis and those of the Lamfalussy Committee, the Belgian authorities decided in 2010 to change
the supervision of the financial sector, and more specifically the interaction between the Bank and
the former Banking, Finance and Insurance Commission (CBFA), switching to a “twin peaks” model.

This change was carried out in two stages. Following a transitional stage featuring the creation
of a Committee on Systemic Risks and System-relevant Financial Institutions (CSRSFI) comprising
the members of the Bank’s Board of Directors and the CBFA's Management Committee, the
Royal Decree of 31 March 2011 entrusted to the Bank all the macroprudential oversight and
microprudential supervision functions concerning banks and insurance companies. The CBFA,
renamed the FSMA (Financial Services and Markets Authority), is responsible for supervising financial
markets, investment instruments, financial product marketing, and the code of conduct applicable
to financial sector players, and protection for consumers of financial services. This Decree entered
into force on 1 April 2001, on which date almost 200 staff of the former CBFA were transferred to
the Bank to ensure the continuity of supervision activities.

This date therefore marks a major turning point in the history of our enterprise, since it is
accompanied by the assumption of an entirely new area of activity which is particularly exacting
and of great importance for society as a whole. This was and remains a significant challenge for
the Bank, as we could not just tack on this activity as a straightforward addition to the broad range
of tasks which the Bank already performs. In taking over prudential supervision, we were obliged
to give it new emphasis by using the expertise, competence and data available at the Bank for the
benefit of this work. We therefore had to encourage a transverse perspective, cross-fertilisation, and
the circulation of information, which is a crucial issue here. We organised a joint review exercise for
the purpose of designing the most efficient way of organising this activity in its new environment.

(1) For the time being, the FSMA s still in charge of the microprudential supervision of pensions.
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This Report unveils the principles governing the new organisation and describes how they were
translated into our everyday work and our organisation chart.

However, the challenge was not just conceptual. We had to integrate new staff and give them
the best possible facilities for their work. We also had to incorporate the new workload into the
operation of the company and, in particular, into the functioning of the Board of Directors. To ensure
efficiency in the new configuration, we introduced reforms not least of which was the establishment
of a General Secretariat, which will in future take on a large part of the purely organisational work.
The Secretariat also takes charge of managing the agendas, the minutes, and the circulation of
files for the Board of Directors, monitors the execution of the decisions and deals with external
communication.

[t must be remembered that the Bank had to contend with this reform during a protracted
financial crisis when the sovereign debt crisis was erupting. Throughout Europe, central banks
were constantly stepping in, deploying the whole range of tools at their disposal. All this made
2011 an exceptionally busy year for the Bank, in all sectors of activity. The Report on Economic and
financial developments and the Report on Financial stability and prudential supervision describe the
developments concerning the crisis and their impact on the Bank’s monetary and prudential policies.
In the fluid context which | have described, the first part of this Corporate Report gives an update
on all the Bank’s activities. In accordance with the relevant legislation, the Management Report is
supplemented this year by a Remuneration Report.

The Bank as a whole provides a service for society, and the efficiency of that service is one way of
measuring its value. In the tasks which it has performed since 1850, in those which it has carried
out in the Eurosystem since the creation of the euro, and in those entrusted to it by law, such as the
new financial stability tasks which it took on in 2011, the Bank will continue to aim at the highest
standards of quality and efficiency.
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1. The National Bank as an enterprise

1.1 The principal missions of the
National Bank

1.1.1 Money and monetary policy

It is with good reason that the general public regard
central banks primarily as issuing institutions, as that
was the activity that placed these institutions at the
centre of the banking system and enabled them to per-
form the role of the “bank of banks”. It was also the
issuing of currency that gave them their principal means
of action.

Whereas originally it was the feudal lord or the
monarch who had the power to confer validity on
the currency, in modern times this ‘royal’ prerogative
is regarded as an essential element of the sovereignty
of States which — where banknotes are concerned —
assign that right to specific institutions: the central
banks.

Nowadays, for the seventeen European Union Member
States which have adopted the euro as their currency,
monetary policy is managed by a specific institution: the
Eurosystem. It links the central banks of those seventeen
countries and the European Central Bank (ECB), based in
Frankfurt.

1.1.1.1 CURRENCY, ISSUANCE AND SEIGNIORAGE
Currency production and circulation of currency

The National Bank has been creating and printing bank-
notes and placing them in circulation ever since it was
founded in 1850. The euro coins intended for Belgium are
minted by the Belgian Royal Mint and placed in circulation
via the Bank.

The printing of euro banknotes is shared among secure
printing works of the euro area. The Bank’s Printing
Department specialises in producing € 50 notes which,
with the larger denominations, have the most sophisti-
cated security features in the series. It also conducts a
great deal of research and development in the sphere of
new printing and security techniques, partly with a view
to the next series of banknotes for which the issue date
has yet to be decided.

In the euro area, some 14.9 billion banknotes were in
circulation at the end of 2011, compared to 8.2 billion
at the end of 2002, the year in which the euro notes and
coins were launched. The commonest denominations
are the €50 and € 20 notes. In 2011, they respectively
represented 40.4% and 19.1% of the total circulation.
Next come the € 10 (13.9 %) and the € 100 notes (11 %).

The number of counterfeit notes seized in the euro area
declined from 751 000 in 2010 to 606 000 in 2011
(=19 %), whereas the volume of banknotes in circulation
has continued to rise in the past year. The most commonly
forged denominations are € 20 notes; nevertheless, the
number of counterfeits seized is no more than 0.0096 %
of the circulation of that denomination, followed by the
€50 (0.0034 % of that denomination in circulation) and
the € 100 (0.0058 % of that denomination in circulation).

Every day, credit institutions withdraw and deposit bank-
notes and coins at the National Bank in Brussels and at
the provincial branches via secure transport firms. The
processing of banknotes is currently undergoing radical
reorganisation. The cash centres of the commercial banks
are separate from those of secure carriers, and that
implies higher transport costs and risks. Moreover, the
division of responsibilities has not previously been either
clear or ideal. Secure carriers have developed their recy-
cling centres, and the proportion of banknotes passing
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back through the National Bank has diminished. However,
as the central bank, the National Bank has a duty to keep
watch over the quality of the currency in circulation, as
that is the best safeguard against counterfeiting.

To improve efficiency and reduce the risks, the Bank
offered the carriers the use of some of its premises as
branches at cost price, with — in return — a clear divi-
sion of responsibilities between the latter and the Bank,
which will continue to operate the machines that actu-
ally recycle banknotes. This solution should also ensure
that the Bank maintains a strong presence in its provin-
cial branches, based on its core business. One partner
responded positively to the call for tenders concerning
this project, which will initially be set up at the Mons and
Kortrijk branches. Banks welcomed the project because
it reduces the number of transport operations and
hence the costs, and means that they are credited more
quickly. The police were also in favour, as there will be a
corresponding reduction in their deployment to provide
security for transportation and deposits. The Bank aims to
adapt the buildings so that the whole plan can go ahead
in 2013. Apart from this pilot project, the extension of
the new methodology to central and eastern Belgium will
be considered.

[t must be remembered that it is not the Bank that deter-
mines the quantity of currency in circulation, but public
demand. The main reason for the frequent deposits and
withdrawals by credit institutions at the National Bank is
the desire to minimise their stock of cash, since it does
not bear interest.

Transactions in banknotes are monitored and recorded
via an IT platform developed and housed at the Bank:
the Cash Single Shared Platform (Cash SSP). This IT tool
is also used by the central banks of Cyprus, Finland,
Ireland, Latvia, Luxembourg and the Netherlands. The
Maltese central bank has undertaken to acquire the same
instrument from April 2012. At the request of the ECB
Governing Council, the Bank also created an application
which produces statistics on banknotes and coins. That
application (Currency Information System 2) is operational
throughout the Eurosystem and is linked to Cash SSP in
the countries which have adopted it.

Seigniorage

The terms “seigniorage” and “seigniorage income”
denote the revenue which the issuer obtains from issu-
ing banknotes. Nowadays, that revenue is collected by
the central banks which hand it over to the State after
deducting their costs.
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Where does it come from? To understand that, it is
necessary to remember that banknotes originated from
the debt acknowledgements that bankers gave to their
customers in exchange for deposits of precious metal
from which they made a profit. Today, banknotes are obvi-
ously no longer issued in return for gold or silver deposits.
Nowadays they are abstract monetary tokens, but central
banks still record them as debts, on the liabilities side of
their balance sheet. On the assets side, the corresponding
entries include loans to commercial banks and foreign
exchange reserves, which bear interest. It is the interest
generated by these assets, based on unremunerated
liabilities in the form of banknotes, that constitutes sei-
gniorage income.

In the euro area, it is no longer possible to obtain an
exact estimate of the currency in circulation for each par-
ticipating State. The seigniorage is therefore shared out
according to a fixed formula: the ECB receives 8% and
the balance is shared among the national central banks
in proportion to their paid-up share in the capital of that
institution.

In all central banks, the allocation rules ensure that their
surplus income in excess of their expenses accrues to the
State, which is thus remunerated for conferring the right
of issue. In Belgium, the rules on the allocation of the
seigniorage income between the Bank and the State have
changed over the years. Since 2009, the balance of the
profits for the year — following the formation of the nec-
essary reserves and remuneration of the shareholders — is
allocated to the State.

The right of issue is not only the source of central bank
income, it is also one of the instruments enabling central
banks to perform one of their principal tasks, namely the
implementation of monetary policy. To satisfy their cus-
tomers’ demand for banknotes, credit institutions have to
obtain the notes by borrowing from the central bank. The
interest rate on those borrowings is the main instrument
of monetary policy.

1.1.1.2 MONETARY POLICY: OBJECTIVE AND
INSTITUTIONAL FRAMEWORK

Objective: price stability

When States handed over the right of issue to the central
banks, they also gave them the task of protecting the
value of the national currency. In today’s Europe, that
traditional task is reflected in the price stability objec-
tive assigned to the Eurosystem by the Treaty on the
Functioning of the European Union (EU).



Both a generalised and persistent increase in prices (infla-
tion) and a fall in prices (deflation) are detrimental for the
economy. Prices are in fact the main information available
to the economic agents for estimating the value of goods
and services, but inflation and deflation disrupt that infor-
mation by distorting relative values. They increase uncer-
tainty and ultimately damage investment and growth. By
ensuring price stability, central banks contribute to growth
and employment. Price instability does not only affect
economic efficiency, it also alters the value of contracts
and savings, causing an arbitrary redistribution of incomes
and assets.

In order to provide a stable anchorage point for expec-
tations regarding price movements, and to place the
public in a better position to judge the activities of the
Eurosystem, price stability was defined as a rise in the
harmonised index of consumer prices in the euro area of
less than but close to 2 % per annum, a figure which has
to be maintained in the medium term.

Institutional framework

The euro area’s monetary policy is conducted by the
Eurosystem. Decisions are taken centrally by the ECB
Governing Council, composed of the six members of the
ECB Executive Board and the governors of the euro area
national central banks. The preparation and implementa-
tion of the decisions are largely decentralised.

The entity composed of the ECB and the central banks
of the EU, including those of countries which have not

adopted the euro, is called the European System of
Central Banks (ESCB).

Committees of ECB and NCB experts prepare dossi-
ers which are submitted to the ECB organs for a deci-
sion. There are fifteen such committees covering all the
Eurosystem’s areas of activity, from monetary policy to
human resources and including statistics, market opera-
tions, banknotes, communication and IT. This method of
working enables the national central banks to be closely
involved in the preparation of dossiers submitted to the
Governing Council and in the implementation of the
decisions taken.

The Governing Council generally meets twice a month at
the ECB’s premises in Frankfurt. The first monthly meet-
ing is specifically devoted to detailed analysis of monetary
and economic developments and the resulting monetary
policy decisions; the second generally focuses on the
other tasks and responsibilities of the ECB. In accordance
with the Maastricht Treaty, Governing Council members
do not act as representatives of their country but act en-
tirely independently, taking the decisions dictated by the
interests of the euro area as a whole.

1.1.1.3 PREPARATION AND IMPLEMENTATION OF
MONETARY POLICY DECISIONS

Preparation

To achieve the Eurosystem’s monetary policy objective,
the ECB Governing Council reacts to the risks facing price

European Central Bank (ECB)

National central banks of the euro area countries
17 governors

National central banks of the other EU countries
10 governors

Source : BCE.

Box 1 — Decision-making bodies of the ECB

Executive Board (President, Vice-President and 4 members))

Eurosystem

Governing Council

European System of
Central Banks (ESBC)

General Council
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stability. This pre-emptive action is based on systematic
analysis of the available information, organised in the
form of two complementary pillars.

— Economic analysis identifies the short- and medium-
term risks to price stability. It is based on a wide range
of economic and financial indicators allowing detec-
tion of the shocks confronting the euro area and moni-
toring of the euro area’s response. The macroeconomic
projections produced by the Eurosystem’s staff are also
discussed by the Governing Council.

— Monetary analysis concerns the movement in a set of
monetary and credit aggregates and provides informa-
tion on the medium- and long-term risks to price stabil-
ity. Those risks have to be assessed, in particular, on the
basis of the links seen in the past between the quantity
of money in circulation and the volume of lending, on
the one hand, and prices on the other. It may also play
a role in detecting financial asset price fluctuations
associated with abnormal developments in lending
which could affect financial stability since, although
the monetary policy stance may have a moderating ef-
fect at this level, that cannot under any circumstances
be at the expense of the price stability objective.

The national central banks play a key role in supporting
these two forms of analysis by supplying the Eurosystem
with first-hand economic research and statistics (see
1.1.3.).

Implementation

The primary objective of monetary policy is price stability.
However, the Eurosystem does not exercise direct control
over prices, or even over the money supply. In fact, it is-
sues banknotes in accordance with public demand, and
those banknotes make up only a small proportion of the
volume of cash held by firms and individuals in the euro
area, the bulk consisting of bank deposits.

However, in order to acquire those banknotes, commer-
cial banks have to borrow from the Eurosystem, which
acts as the “bank of banks”. In fact, it has a monopoly
on the issuance of the banknotes which the commercial
banks need to be able to supply to their customers. The
national central banks open accounts for commercial
banks, and the latter settle their mutual debts by means
of central bank deposits. In addition, the ECB stipulates a
minimum amount for those deposits, namely the reserve
requirements.

The Eurosystem’s monetary policy consists in modify-

ing the conditions under which commercial banks can
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obtain the liquidity which it provides. Those modifications
in turn influence the conditions which the banks apply
to the loans which they grant to their customers and
to the deposits which they collect. The ECB Governing
Council's decisions can thus affect the movement in
prices. An increase in the Eurosystem’s interest rates, by
being reflected in the rates applied by the banks, will in
fact encourage consumers and businesses to limit their
borrowing, and that will restrain demand for goods and
services and thus curb the rise in prices. Where there is a
risk of inflation (a generalised and persistent increase in
prices), the Governing Council will therefore take a deci-
sion of that type. Conversely, if there is a risk of deflation
(a generalised and persistent fall in prices), it will cut the
Eurosystem interest rate in order to lower bank rates.
Such a decision in fact encourages demand for goods and
services, counteracting the downward trend in prices. The
interest rate may also be cut if the risks relating to infla-
tion subsequently diminish as a result of a weakening of
the outlook for economic growth, for example.

The Eurosystem has a range of instruments for achieving
its monetary policy objectives. The national central banks
are closely involved in their implementation, it being part
of their role to act as a link between the ECB and credit
institutions in each Member State.

Open market operations play a key role in the manage-
ment of bank liquidity and the monetary policy stance. In
normal times, the bulk of the liquidity is granted to the euro
area commercial banks by a weekly tender for one-week
loans. In the context of the financial crisis which erupted in
2007, however, injections of liquidity in the form of longer-
term refinancing operations became predominant, while
the fine-tuning operations gained importance. In order to
participate in the tenders, commercial banks must first de-
posit collateral with their country’s central bank. Contrary
to normal practice whereby refinancing operations take the
form of competitive tenders, since October 2008 tenders
have been conducted “at fixed rates with full allotment”.
This new procedure was deemed appropriate in the con-
text of a dysfunctional interbank market in the euro area,
since it means that the banks can be sure of receiving all
the liquidity requested from the Eurosystem. In addition to
temporary operations injecting or absorbing liquidity, the
Eurosystem can also conduct outright transactions for the
purchase or sale of securities.

The standing facilities offer the euro area banks the
opportunity to borrow or deposit funds for one day at
pre-announced interest rates. They also perform a role
in the general monetary policy stance, as they determine
overnight money market rates. There is no borrowing or
deposit limit for the use of the standing facilities, which



are managed in a decentralised manner by the national
central banks.

The banks also have to constitute reserves in the form
of deposits with the national central bank. The reserve
requirements increase the banks’ need to obtain refi-
nancing from the Eurosystem, and are intended to sta-
bilise money market interest rates. Since the obligation
only has to be respected on average over periods of one
month, the reserves may in fact vary from one day to the

next and absorb very short-term liquidity fluctuations due,
for example, to variations in demand for banknotes. The
minimum reserves carry interest corresponding to the rate
on the weekly main refinancing operations.

Finally, the Eurosystem can buy or sell foreign currency
against euros. It may thus intervene on the foreign
exchange market or conclude currency swaps with
foreign central banks, e.g. for the purpose of supplying
liquidity in foreign currencies.

Box 2 — Recent developments

In the context of the financial crisis which erupted at the end of 2008 and the crisis in public finances at the
beginning of 2010, the ECB made some fundamental changes to its monetary policy stance and took a series of
exceptional measures to support the financial sector and safeguard the effective transmission of monetary policy.

The monetary policy stance

Between October 2008 and May 2009, the central key interest rate was cut by 325 basis points to the historically
low level of 1%. Up to the beginning of 2011, the Governing Council then considered that this particularly accom-
modating monetary policy remained appropriate. In 2011, two interest rate increases were followed by two cuts,
of 25 basis points each. In the first part of the year, in a context featuring a favourable movement in economic
activity and greater upside risks to price stability, the Governing Council raised the central key interest rate to
1.25% and then to 1.5% at its meetings on 7 April and 7 July. However, in view of the signs of a sharper-than-
expected slowdown in the rate of expansion of economic activity and the adverse effects on financing conditions
and confidence resulting from financial market tension, it cut the interest rate in two stages to 1.25% and then
to 1% at its meetings on 3 November and 8 December.

Non-standard measures

Throughout the crisis and in order to contain it, the ECB took a series of measures which profoundly modified
its monetary policy framework. These “enhanced credit support” measures are intended to support borrowing
conditions and credit flows in the private sector. Without prejudice to the price stability objective, they played a
vital role from the point of view of financial stability by containing and mitigating the systemic consequences of
the liquidity problems on the money market. The main measures include:

The adoption of a fixed-rate full-allotment procedure for all liquidity-providing operations. This measure was
introduced in October 2008 to address the dysfunctioning of the interbank market. It was suspended temporarily
in 2009 for 3-month operations, but was quickly reintroduced in the context of the public debt crisis. This proce-
dure gives the banks access to all the liquidity they want at the rate of the main refinancing operations, so long
as they have the necessary collateral.

(1) More details on these measures may be found in section 2.4 of chapter 2 of the 2011 Report on Economic and financial developments.
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The conduct of longer-term liquidity-providing operations. Whereas, before the crisis, the maximum duration
of the liquidity-providing operations was 3 months, since 2008 a number of 6- and 12-month operations have
been conducted in order to support the banks’ liquidity situation. At its December 2011 meeting, the Governing
Council also decided to conduct operations extending over 36 months and offering the option of repayment after
one year. These operations with a longer maturity are meant to reduce the banks’ uncertainty over financing and
thus support lending to the economy.

The broader range of assets eligible as collateral for liquidity-providing operations. This measure was adopted
to facilitate the counterparties’ access to Eurosystem liquidity. The first step was taken in 2009, while a further
increase in collateral availability was decided in December 2011. The conduct of currency swap operations. These
made it possible to supply liquidity, notably in US dollars, against Eurosystem eligible collateral. In 2011, in ad-
dition to the operations already conducted weekly, three 3-month operations of this type took place in October,
November and December respectively.

The launch of covered bond purchase programmes. This concerned bonds backed by mortgage loans or claims
on public authorities. The aim is to restore the proper functioning of asset markets which are important sources
of funding for banks. A first programme which resulted in the purchase of covered bonds totalling around € 60
billion had taken place in 2009, while in October 2011 the Governing Council decided on a new programme for
purchases amounting to a planned total of € 40 billion.

The reduction in the reserve ratio from 2 to 1% from 18 January 2012. On account of its policy of granting
unlimited liquidity, the Governing Council considered that the reserve requirement system was not needed to the
same extent as under normal circumstances to steer money market conditions. It therefore adopted this measure
in order to release collateral for the banks and support the money market.

Finally, an exceptional measure introduced in May 2010 in the context of the sovereign debt crisis is the Securities
Markets Programme. This aims to purchase public debt securities on the secondary market in order to in-
crease liquidity and depth in dysfunctional market segments and thus preserve the monetary policy transmission
mechanism. While the initial purchases were concentrated in the weeks which followed the establishment of the
programme, it was reactivated at the beginning of August 2011 in the context of very marked contagion of the
sovereign debt crisis spreading to Italy and Spain. On 31 December 2011, the total amount of purchases of public
debt securities came to € 211.5 billion under this programme.

The Bank’s role

Liquidity-injection operations

As a member of the Eurosystem, the Bank intervenes at
multiple levels in the decentralised process of executing
monetary policy decisions, and particularly at the level of
the liquidity-injection operations, the standing facilities
and the reserve requirements.

In addition, it assesses the quality of the collateral lodged
in order to obtain these loans, and arranges custody of
the collateral. Under the common collateral management
platform model, the securities lodged as collateral may be
located in Belgium or abroad, the central banks acting as
correspondents for one another.
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Normal Eurosystem tenders are announced via the fi-
nancial information networks. The Bank may also notify
the banks individually. Bids submitted to the Bank by
the stipulated deadline are forwarded to the ECB. In
each Member State, a credit institution’s bids can only
be submitted by a single establishment (the head office
or a designated branch). The ECB publishes the results,
and credit institutions submitting a valid bid are notified
individually. Once the results have been announced, the
Bank settles the transactions taking account of the col-
lateral lodged.



Standing facilities

Every working day, the Bank makes available to author-
ised banks, against the lodging of collateral, an intraday
credit facility intended to finance, during the day, the
debit position recorded on the euro account opened in its
books in the name of those banks. Following the system’s
daily closure, the banks clear the final balance on their
settlement account, if necessary by using the overnight
lending or deposit facilities. These standing facilities bear
interest at rates set by the ECB Governing Council; under
normal circumstances, those rates define the limits of the
fluctuation margin for overnight interest rates.

Reserve requirements

Credit institutions established in Belgium are subject to
the obligation to constitute and maintain cash reserves
with the Bank. These consist of special reserve accounts
which must never record a debit balance. The Bank en-
sures compliance with these obligations and keeps all
participants regularly informed of movements recorded
on their reserve accounts.

These aspects are described in detail in the General
documentation on Eurosystem monetary policy instru-
ments and procedures and in the Regulations regarding
the National Bank's intraday credits and monetary policy
transactions, updated at the beginning of January 2011
and available on the Bank's website.

Communication

While central banks have long been important centres
for economic and financial information, communica-
tion is nowadays regarded as a strategic issue. All the
Eurosystem partners also regard the need to render ac-
count as the legitimate corollary to the independence
conferred on central banks by the Maastricht Treaty.

Every month, following the Governing Council meeting
on interest rate decisions, the ECB President holds a press
conference to announce the decisions taken and the
reasons for them. The ECB has also published a precise
definition of price stability™, in order to boost the effec-
tiveness of its monetary policy: in view of the credibility
which this institution enjoys, economic agents in fact tend
to expect price movements to stay close to the stated tar-
get; in the event of a shock, that expectation means that
the situation returns to normal more quickly.

(1) Itis defined as an increase in the harmonised index of consumer prices of less than
but close to 2% per annum, to be maintained in the medium term.

In line with this overall aim of openness in relation to
the government, financial markets, businesses, universi-
ties and the general public, the Bank organises press
conferences, presentations and symposia. It develops its
communication tools on paper and via electronic media:
economic research, reports, and statistical information.

1.1.2 Financial stability, prudential supervision
and payment systems

1.1.2.1 FINANCIAL STABILITY AND PRUDENTIAL
SUPERVISION

The year under review brought considerable expansion
in the Bank’s responsibilities for the maintenance of the
financial system’s stability. Historically in charge of the
smooth operation of payment systems, the Bank also
safeguarded the stability of the financial system as a
whole. Since 1 April 2011, it has likewise been the super-
visory authority for individual institutions.

The aim of prudential supervision is to examine whether
financial institutions can meet their commitments, and
hence to verify the adequacy of their organisation and their
soundness. This supervision concerns the rules on organisa-
tion, solvency, profitability and liquidity. While micropru-
dential supervision looks at individual financial institutions,
macroprudential oversight concerns the financial system as
a whole, including the interconnections between financial
institutions. It aims to prevent the emergence of tension
in the system as a whole, notably by keeping watch over
financial stability and supervising systemic financial institu-
tions. The financial crisis proved that the systemic risks had
been underestimated, despite their potentially devastating
impact on the entire financial system and the real economy,
and demonstrated the limits of microprudential supervi-
sion of systemic institutions. The systemic risks need closer
monitoring. Macroprudential oversight is likewise worth
developing to include all sectors.

Moreover, the limits of the traditional distinction between
microprudential supervision and macroprudential over-
sight centred on the maintenance of financial stability also
became apparent during the crisis. The desire to improve
their coordination was therefore one of the main motives
for reforming the method of organising supervision, at
both Belgian and European level. Internationally, there has
been a tendency to strengthen the role of central banks in
the prudential sphere.

Reforms of the European architecture
As a result of the financial crisis which began in 2007,

it was felt necessary to move towards more integrated
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prudential supervision at European level, to match the
increasing integration of the financial markets and ensure
more uniform application of the prudential legislation
across the European Union. In September 2009, follow-
ing the recommendations issued in February 2009 by the
Committee of Experts chaired by Jacques de Larosiére, the
European Commission (EC) presented a set of legislative
proposals aimed at reinforcing the prudential supervision
framework and reducing the likelihood and seriousness of
financial crises in the future, by setting up the European
System of Financial Supervision (ESFS). This was established
on 1 January 2011. It aims to ensure not only better sys-
temic risk prevention but also the necessary harmonisation
of prudential rules and practices at European level, while
reinforcing cooperation between national authorities.

The ESFS comprises the European Systemic Risk Board
(ESRB), the European macroprudential supervision body,
and the European Supervisory Authorities (ESAs), re-
sponsible for strengthening microprudential supervision
in Europe. There are three ESAs: the European Banking
Authority (EBA), the European Insurance and Occupational
Pensions Authority (EIOPA) and the European Securities
and Markets Authority (ESMA).

The Bank is a member of the ESRB, the EBA and the
EIOPA, both as a national central bank and as a national
authority responsible for the prudential supervision of
credit institutions and insurance companies.

Reforms of the Belgian architecture

Following the review of financial sector supervision in
Europe, a similar process was launched in Belgium on
changes to the prudential supervision architecture.

On the basis of the recommendations of the Special com-
mission of inquiry into the financial and banking crisis
and the Lamfalussy Committee, and drawing inspiration
from developments in other EU countries, the Belgian
authorities decided to make changes to the supervision of
the financial sector, and more specifically the interaction
between the Bank and the former Banking Finance and
Insurance Commission (CBFA), switching to a "twin peaks’
model. The foundations of the new architecture were laid
by the Law of 2 July 2010.

In view of the radical impact of this reorganisation (par-
ticularly the need to amend more than 25 current laws), it
was decided to conduct this restructuring in two stages.
The first — transitional — stage saw the establishment of
the Committee for Systemic Risks and System-relevant
Financial Institutions (CSRSFI). Chaired by the Governor
of the Bank, it comprised members of the Bank’s Board
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of Directors and the CBFA's Management Committee.
The CSRSFI was operational from 21 October 2010 to 31
March 2011. It was responsible for the surveillance of sys-
temic risks and the prudential supervision of systemically
important financial institutions (SIFls).

The new supervision model proper was established by
the promulgation of the Royal Decree of 31 March 2011.
Since that date, financial supervision has been based on
two pillars. One pillar is the Bank, which will from now
on perform the various macroprudential and micropru-
dential supervision functions, and the other is the ‘new
CBFA’, renamed the FSMA (Financial Services and Markets
Authority), responsible for supervising financial markets,
investment instruments, financial product marketing, and
the rules of conduct applicable to financial sector players,
and protection for consumers of financial services. This
wide-ranging Decree conferring special powers entered
into force on 1 April 2011.

Reforms of the Bank'’s organisation

The introduction of the ‘twin peaks’ model and the in-
tegration of prudential supervision at the Bank was the
occasion for rethinking the organisation of this area of
activity while taking advantage of all the opportunities for
synergy with the other National Bank entities. One of the
reasons why the lawmaker wanted the central bank to
combine all the activities concerning financial stability and
prudential supervision is that the Bank possesses skills and
data which are particularly useful for the performance of
those tasks. The new-style organisation of prudential su-
pervision at the Bank formed the subject of a joint review
involving the Board of Directors and the managerial staff
concerned, which led to definition of the main principles
and basic organisational structure of the new model.

This model was designed according to the ‘four-eyes’
principle, which is based on a vertical approach combined
with a horizontal approach. The vertical analyses are
conducted by operational supervision teams who assess
the business as a whole and coordinate the supervision
on the basis of a risk analysis and an audit plan for each
institution. At the same time, the horizontal analyses of
the sector as a whole and of each type of risk considered
separately are intended to determine the risks and vulner-
abilities in a transverse perspective. In that way, these
analyses contribute to the assessment of the risk profile
of each individual institution by permitting a better under-
standing of the complexity of the financial business. This
integrated risk assessment process also receives support
from the other Bank entities, which contribute their ex-
pertise in macroeconomic analysis or their knowledge of
financial markets for the benefit of prudential supervision.



In practice, five autonomous services are responsible for
exercising supervision. The Prudential Policy and Financial
Stability Service defines the prudential policy, identifies
vulnerabilities, particularly systemic ones, and conducts
horizontal analyses on the sector and on the various types
of risks and their interactions. This service is responsible
for the horizontal dimension of supervision.

Operational supervision is conducted by the three autono-
mous services entrusted respectively with the supervision
of banks and investment firms, insurance and reinsurance
companies, and market infrastructures. These services are
responsible for the vertical dimension of supervision. A
fifth service is in charge of transverse operational func-
tions for other operational services. This concerns, in
particular, the supervision of the IT systems of financial
institutions and the quantitative validation of the internal
models used by banks and insurers to calculate the capital
requirements.

Finally, integration made it possible to restructure the
work of supervision itself according to a number of key
principles. The crisis highlighted the need for a stronger

presence within firms. From now on, it is therefore nec-
essary to make more comparisons between two ap-
proaches: the one involving continuous analysis of the file
and the reporting, and the other entailing direct on-site
inspection. In order to ensure that the analysis is inde-
pendent and objective, it was decided to create on-site
inspection teams separate from the supervision teams.
This two-pronged approach strengthens the diagnostic
function. The possibility of comparing the point of view
of the operational services on the same file with that of
the more horizontal services may reveal diagnostic differ-
ences. In that case, perfect transparency will prevail: the
Board of Directors must be notified of the points of view
in question and decide for itself. It is therefore essential
to pass on all relevant information to the Board. Finally,
the integration of prudential supervision at the Bank re-
inforces the supervisory authority’s function in giving sig-
nals to the financial sector and fostering a good practice
benchmark via the tradition of communication between
the Bank and the sector. Moreover, the integration of pru-
dential activities at the Bank has considerably increased
team permeability and competence mobility, providing a
service better suited to the needs of a changing economy.

Box 3 — The five prudential services

Prudential Policy and Financial Stability

— supervising structural and cyclical financial stability;
— developing a macroprudential policy;

Using a ‘four-eyes’ approach, this service has the task of helping to identify and analyse risks in the financial sector
and ways of coping with them by developing expertise covering the micro and macro dimensions of financial
stability and prudential supervision. That task is carried out in particular by:

— defining and developing prudential rules and standards at both national and international level;

— implementing the rules and standards in the regulation and supervision instruments;

— identifying and assessing systemic risks and developing specific tools;

— ensuring consistency in the approaches of the ‘vertical’ services.

Prudential Supervision of Banks and Stockbroking Firms

The supervision of banks and investment firms is conducted by two entities, namely the Complex Banking Groups
Unit and the International and Domestic Banks Unit.

The Complex Banking Groups Unit is intended to foster the stability of the Belgian financial system by promoting
the security and good health of systemically important banking groups, and by aiming to reduce the adverse
impact of a bank failure on the Belgian system. The unit supervises the four systemic groups, namely BNP Paribas
Fortis, Dexia, ING and KBC. These groups in turn comprise around twenty Belgian subsidiaries and an even larger

>
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number of foreign subsidiaries and branches. This supervision of international groups is conducted by colleges of
supervisors comprising the supervisory authority of the country of origin of the bank concerned and the authorities
of the countries where that bank is active. In these colleges, the Bank performs the role of either home supervisor
(Dexia and KBC), or host supervisor (BNP Paribas Fortis and ING).

The International and Domestic Banks Unit supervises institutions which vary in size, nature and risk profile. They
range from independent Belgian banking groups with a varied product range to subsidiaries of foreign banking
groups, and include banking groups and institutions focusing on a niche market and various large, medium-sized
and small investment firms. It also supervises a number of bank holding companies.

For each banking group, there is a multi-disciplinary team headed by a coordinator. A special team of inspectors
is responsible for audits.

Prudential Supervision of Insurance and Reinsurance Companies

As at 1 January 2012, the service in question supervises 108 Belgian insurance companies offering non-life
insurance (motor, fire etc.), life insurance and reinsurance. In addition, around fifty subsidiaries of companies based
in the European Economic Area are also active on the Belgian market, and more than a thousand have indicated
their intention to sell insurance products on the Belgian market via freedom to provide services, even if they are
not all actually active on that market.

The purpose of supervision is to protect the interests of the insured persons, i.e. essentially to ensure that
companies respect the statutory obligations and will be able to meet their commitments to policy-holders.

The supervision staff are divided into three groups, responsible respectively for systemically important insurance
companies, foreign group subsidiaries, and purely local firms.

In accordance with the principles set out above, on-site inspections are entrusted to a separate team which applies
the audit methodologies.

The service is also responsible for monitoring international work concerning the insurance sector: participating in
the work and thus contributing to decisions, reviewing the results at national level and assisting colleagues in the
service in order to involve them in the application of supervision.

In this connection, the service is currently focusing on the Solvency Il Directive. It is helping to draw up measures for
implementing the Directive, notably in the EIOPA working groups (see point 1.1.2.1. on reforms of the European
architecture), and to transpose the Directive and the implementing measures into Belgian law. It is also conducting
the dialogue on this subject with the firms which have to prepare to apply the new rules and adapt their prudential
practices. All this work is being done within the supervision service by a dedicated team called the Solvency Il Task
Force. The Solvency Il Directive is based in some respects on a radically different idea of the requirements which
insurance companies must fulfil, which implies a major change not only to the Belgian regulations but also to the
actual philosophy of the prudential supervision of firms.

Prudential Supervision of Market Infrastructures and Oversight

The market infrastructures take charge of organising transfers of funds, securities, derivatives or other financial
transactions between the various participating institutions; they include payment systems, securities systems,

central counterparties and central transaction databases. In addition, there are also some suppliers of services
4
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regarded as critical for the proper execution of the transactions which these systems handle. Numerous
infrastructures of this type, essential for the smooth operation of the financial system, are based in Belgium. The
prudential supervision of those systems consists in verifying whether the institutions concerned respect the laws
and regulations applicable to them, while oversight consists in monitoring the secure and efficient operation of
those systems.

Specific Operational Functions in the field of Prudential Supervision

In the course of the reorganisation of prudential supervision, a range of transverse functions were brought
together within this new service, which engages in four types of activities. It is in charge of supervising IT risks and
their management in firms subject to supervision, by means of on-site inspections. The purpose of the audit of the
risk models is to assess the mathematical and statistical models used by banks, insurance companies and market
infrastructures, inter alia for the purpose of calculating the capital requirements. This service is also in charge of
analysing the Bank’s prudential supervision procedures with a view to optimising efficiency and preparing for
automation. Finally, it centralises a number of operational tasks, such as analysis of the integrity and experience
of the directors of the supervised companies, notifications of activities concerning freedom to provide services by

foreign firms, and the help desk for reporting applications used by the supervised companies.

Three consultation bodies were created within the Bank
to ensure that the new supervision model functions effec-
tively and to optimise the circulation of information. They
illustrate the desire to ensure that the transverse character
of the approaches, the circulation of information and the
guiding “four-eyes’ principle are enshrined in practice.

The Prudential Supervision Coordination and Planning
Committee aims to guarantee the good operational
organisation of prudential supervision by ensuring the
optimum allocation of resources, particularly in terms
of staff and IT, planning, coordination of micro- and
macroprudential activities etc. It is chaired by the Bank’s
Secretary-General and comprises representatives of the
prudential and non-prudential services concerned with
these operational and organisational questions. It ensures
that the four-eyes principle is enshrined in working pro-
cedures and prudential practice. Its ‘inspection’ working
group is intended to standardise and optimise the working
procedures for the entire inspection process in terms of
planning and validation, as well as monitoring, objectivity
and quality, communication and information management.

The Risk Committee, chaired by the Director responsible
for the Prudential Policy and Financial Stability Service,
comprises the heads of the various prudential services;
it therefore fulfils the need to coordinate their activity. It
pilots the risk analyses conducted by the various teams
which specialise in particular types of risk or topics (risk
teams), including by setting their priorities. It ensures that

the lessons learnt by teams on the ground and the results
of the transverse analyses get back to the other Bank
entities and to the Board of Directors, and ensures that
the latter's guidelines and decisions are passed on to the
players on the ground. It therefore acts as an interface
with the Board of Directors, supplying it with a clearly
explained opinion on regulation and supervision issues.
By its work, the Committee guarantees consistent ap-
plication of the regulations and encourages cooperation,
the exchange of experience and the creation of synergies
between the various prudential services. By the same
token, it is one of the bodies which demonstrates the
implementation of the four-eyes principle which governs
the organisation of the Bank’s prudential activity.

Quite naturally, the Committee devoted its initial activities
to monitoring the transverse analyses of the main risk
categories. For instance, at the request of the Board of
Directors, it arranged an in-depth examination of sover-
eign risk, both by monitoring of the exposures of banks
and insurance companies and by analysis of the prudential
treatment (such as the extent of write-downs and capital
requirements, etc.) of sovereign risk exposures.

It also initiated comparative analyses between the large
Belgian banks of the parameters for assessing other credit
risks, particularly corporate credit and mortgage credit.
In addition, it prepared an action plan for defining the
prudential policy on combating money-laundering and for
ensuring the periodic, harmonised monitoring of liquidity
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risk. With regard to systemic risk, it coordinated the work
on a methodology for identifying institutions of systemic
importance for the Belgian financial system, and for es-
tablishing recovery and resolution plans.

For these various items, the issues were analysed by risk
teams; after that, the question was debated by the Risk
Committee, then passed on to the Board of Directors for
a decision and/or modifications.

Finally, the Macrofinancial Committee aims to improve
understanding of the interactions between the real sphere
and the financial sphere by establishing synergies between
the Bank’s prudential and non-prudential entities in regard
to macroprudential surveillance. Its composition, combin-
ing representatives of the Prudential Policy and Financial
Stability Service and those from the Research, Financial
Markets, Statistics, Microeconomic Information and
International Coordination and Eurosystem Departments,
illustrates the desire for a transverse approach making
best use of the data and expertise present in the various
entities of the Bank. It is chaired by a member of the
Board of Directors who is not in charge of any prudential

service, and is a forum for the exchange of information on
macrofinancial developments in Belgium and in countries
where Belgian institutions have exposure, and on struc-
tural developments which could affect financial stability.
It informs the Risk Committee and the Board of Directors
of new macrofinancial risks and suggests new areas for
analysis. It thus provides information for the prudential
services while helping to enrich the analysis conducted by
other departments.

Examples of issues which it examines repeatedly include
the updating of a Risk Dashboard, for the monthly pres-
entation of changes in macroeconomic and financial risks,
research on the economic situation, research on countries
where Belgian banks have exposure, analysis of market re-
actions and sovereign crises, the property sector, etc. The
majority of these analyses give rise to interdepartmental
collaboration. The Macrofinancial Committee also aims to
examine other more ad hoc issues according to current
events or on a structural basis (counter-cyclical reserves
of own funds, degree of competition on the mortgage
market, efficiency of the non-standard monetary policy
measures, etc.).

challenge

be finalised in the first half of 2012.

Box 4 — Integration of prudential supervision: an organisational and logistica

Integration of the prudential supervision activities within the Bank entailed the transfer of 191 staff from the old
CBFA, guaranteeing the continuity of the prudential activity. This presented a major challenge in many areas, such
as human resources management, premises and IT, especially as uncertainty persisted until the final weeks pre-
ceding the actual integration. It must also be pointed out that this large-scale project had to be included on the
Bank’s agenda and required substantial organisational measures in a period when the crisis was raging and making
very heavy demands on the staff. The Bank coordinated the operation from a central point, while an integration
committee comprising the Bank’s Board of Directors and the CBFA's Management Committee piloted the overall
arrangements with the primary aim of ensuring seamless continuity of the activities.

The integration of the new staff prompted the Human Resources Department to set to work without delay on
harmonising the staff working conditions, in consultation with the staff representatives. Initiatives were taken,
e.g. in regard to internal communication, to align the corporate cultures of the entities concerned and enable
the two population groups to get to know one another better. The new staff were offered information sessions
on all aspects relating to their new assignment, while presentations covering the new skills relating to prudential
supervision were arranged for the Bank’s managerial and supervisory staff. Finally, as soon as the new system of
organising prudential supervision was known, work began on translating it into organisation charts; these are to

The necessary transfers of IT applications constituted a difficult challenge, as it was important to minimise any
inconvenience which this operation caused for both internal and external customers. With that in mind, IT experts
from both the institutions concerned worked together openly and efficiently. By the spring of 2010, a schedule of
crucial applications had been drawn up, and an assessment of the necessary resources had been proposed to the

4
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integration committee, after which the latter opted for a two-stage scenario. The first concerned all the applica-
tions necessary for the performance of the new tasks, for which the transition took effect from 1 April 2011. For
everything concerning the activity of the data centre which the Bank provided for the CBFA as part of the closer
links which the authorities had favoured, the deadline for the transfer to an outside firm was set at 30 September
2012. So far, the timetable drawn up by the Bank in regard to IT has been duly respected.

Logistically, the relocation of the new staff was completed in one weekend. The preparations were complicated
by the uncertainty which persisted for a long time about the chosen organisational structure, and even about the
number of staff concerned. Half of them were installed in temporary offices, though they had all the necessary
infrastructure, while the rest were able to move immediately into offices meeting the new standards, with high-
quality sound and heat insulation and new air-conditioning techniques. Archive premises were made available
specially, and mail-recording techniques were adapted.

The integration of prudential supervision had a major impact on the activity of the Bank’s Legal Service, which had
the task of revising the Organic Law and was consulted on a substantial number of issues arising from the integra-
tion of the new activity. From now on, it will also be involved day-to-day in the handling of actual prudential issues,
which have a significant legal dimension; it was necessary for the corresponding management procedures to be
clearly defined. The service was therefore expanded by the addition of a Prudential Law Unit consisting mainly of
lawyers transferred from the former CBFA.

Following the addition of the prudential activity, the number of dossiers which the Board of Directors has to
deal with has increased considerably. It therefore seemed desirable that purely administrative issues which only
concern the Bank as an enterprise should not unnecessarily overload its agenda. In addition, there was felt to be
a need for a body to ensure the efficient management of agendas, minutes and file distribution and to monitor
the implementation of decisions. Finally, it seemed particularly important for all files to be examined closely in
legal terms, to form the subject of detailed consultation with all the entities concerned, and to be communicated
properly and consistently to the outside world. For all these reasons, the post of Secretary-General was created at
the Bank. By adopting this traditional management structure, the Board of Directors is now able to delegate to a
Chief Operations Officer a large part of the purely organisational work.

Supervision of the market in public debt securities

The Bank is responsible for the day-to-day management
of the Securities Regulation Fund. Apart from its activities
aimed at ensuring the liquidity of the government bond
market, this autonomous public institution regulates and
supervises the secondary market in government securities.
It also assists the Debt Agency in the management of the
public debt.

1.1.2.2 MANAGEMENT OF PAYMENT SYSTEMS

There are several factors accounting for the involvement
of central banks in the sphere of payment systems. The
transmission of monetary policy impulses requires secure
and efficient payment systems. Those two qualities are
also necessary for the stability of the financial system as
a whole.

Payments in the European Economic Area

The aim of the SEPA (Single Euro Payments Area)
project is that, in the European Economic Area plus
Switzerland, credit transfers, direct debits and card pay-
ments and withdrawals should be standardised, efficient
and cheap.

In Belgium, the consultation necessary to achieve that
standardisation is organised by the Belgian Financial
Sector Federation (Febelfin), in close collaboration with
the Bank. Decisions on the subject are validated by the
SEPA Forum, chaired by the governor of the Bank and
comprising Febelfin, the big banks, the Post Office and
the manager of the Banksys electronic payment systems,
Atos Worldline. The aim is to ensure the transition to
SEPA while safeguarding or even improving the efficiency
achieved by the current payment systems.
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The share of the European credit transfer in the total num-
ber of credit transfers in Belgium increased from around
33.3% at the end of 2010 to 47.7 % at the end of 2011.
That success is attributable mainly to public authorities
and large companies. European direct debits are also
gradually coming into use.

On the basis of a proposal of the European Commission,
the European Parliament and the Council have approved
a Regulation on technical and commercial requirements
for credit transfers and direct debit transactions in euros.
This Regulation, which was adopted in mid-March 2012,
sets the date of 1 February 2014 for the conversion of all
national credit transfers and direct debits to the European
format.

Eurosystem projects

It was in July 2008 that the ECB decided to develop
TARGET2-Securities (T2S). T2S will be a single IT platform
for the settlement of securities for the euro area and
other interested markets in Europe. This platform will
therefore make a decisive contribution towards eliminat-
ing differences between national and cross-border trans-
actions, and thus towards improving the efficiency of
the settlement of transactions in securities. The project
is being conducted in close collaboration with all parties
concerned: securities trading systems, the banking sec-
tor, national central banks, etc. In the past few years, the
main focus of attention has been the development of the
system’s functional and technical characteristics, its legal
and contractual framework and the project management
framework, user requirements, pricing and planning. At
the end of last year, the framework agreement was ap-
proved and proposed to potential users, who are asked to
sign it in the coming months as final confirmation of their
participation in the system.

T2S is based on the TARGET2 system. Operational
since November 2007, this system settles euro-denom-
inated payment orders in real time in the books of the
Eurosystem central banks. In 2011, credit institutions
based in Belgium exchanged on average 10 041 transac-
tions per day, compared to 9 268 in 2010, for an average
daily value totalling € 85.9 billion, against € 78.2 billion
in 2010.

National payment systems

At national level, the Bank is responsible for the manage-
ment of the NBB-SSS and the CEC.

The NBB-SSS (National Bank of Belgium — Securities

Settlement System) handles the settlement of fixed-income
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securities. The number of transactions settled increased by
over 25% in 2011 to a record 1 195 million transactions.
This large rise was due to the sovereign debt crisis, and to
year-end fiscal measures (taxation of material securities).
Every day, the system settled transactions averaging € 39
billion. The outstanding total was up by € 20 billion. Apart
from the latest State notes which enjoyed considerable
success, a number of mortgage loan securitisation pro-
grammes were placed in December. Those issues account
for the increase in the total.

The CEC (Centre for Exchange and Clearing) handles
virtually all interbank non-cash payments in Belgium. On
average, 4 900 000 transactions per day were effected via
the CEC in 2011, an increase of 5.5 % against 2010. The
average daily amount came to € 3.5 billion.

1.1.2.3 SECTORAL CRISIS MANAGEMENT

The year 2011 marked a turning point in the operational
crisis organisation concerning the main players in the
Belgian financial sector, referred to as systemic critical
players. A new method of organisation and a new sin-
gle crisis procedure were introduced after the abolition
of the Financial Stability Committee (FSC), followed by
the Committee for Systemic Risks and System-Relevant
Financial Institutions (CREFS-CSRSFI), which had suc-
ceeded it in 2010 to deal with these questions concern-
ing sectoral operational risk. The old procedures were
incorporated in a single structure with a single point of
contact, a single decision-maker at the start of a crisis,
and a single crisis unit.

This single crisis unit comprises permanent members
and ad hoc members appointed according to the char-
acteristics of the crisis. It performs all the functions of
assessment, decision-making and communication. This
procedure can be used in any crisis, be it operational or
financial, internal to the Bank or affecting another critical
player in the financial sector.

In 2011, the Bank also decided to pursue the monitoring
of the operational crisis management of critical players in
the sector via a new structure, the OCCO (Operationele
crisis — Crise opérationnelle), which, from 2012, will re-
place the Permanent Structure for the monitoring of FSC
recommendations regarding business continuity.

1.1.3 Research and statistics

Central banks are major research centres; that function
gives them a key position in the study and analysis of eco-
nomic phenomena. Moreover, unlike many of its opposite
numbers, the Bank is an important statistical institute,



giving it access to first-hand data for the performance of
its role in monetary policy and prudential policy. Some of
these statistical tasks were assigned to it directly by the
government.

1.1.3.1 RESEARCH

The Bank contributes to research and analysis work
facilitating a more accurate diagnosis of the economic
situation of the euro area, macroeconomic forecasts and
understanding of the monetary policy transmission mech-
anisms and interactions with other economic policies.
It takes part in the preparation of the macroeconomic
projections for the euro area on the basis of the national
forecasts. The main results of the projection exercise for
Belgium are published in June and September in the
Bank’s Economic Review.

The Bank's economists also participate in a number of
networks comprising research teams from the ESCB
and universities. The Euro Area Business Cycle Network
analyses cyclical developments in the euro area. The Wage
Dynamics Network studies the characteristics and deter-
minants of adjustments to wages and labour costs, and
their monetary policy implications. The Macroprudential
Research Network aims to develop conceptual tools which
could lead to improvements in macroprudential supervi-
sion in the European Union, particularly macrofinancial
models, warning systems and systemic risk indicators,
and the analysis of contagion risks. Finally, the Household
Finance and Consumption Network analyses the link
between the financial situation of households and their
consumption patterns. In that connection, an in-depth
survey was conducted in 2010 on the financial behaviour
of Belgian households. In principle, it will be repeated in
2013.

Moreover, in order to keep constantly informed of the
latest situation regarding research while encouraging
university research projects in the monetary and financial
sphere, the Bank organises joint projects whose find-
ings are presented at twice-yearly international scientific
conferences and specialist seminars on macroeconomics,
on the one hand, and — since October 2011 — on the
analysis of firm-level data, in collaboration with Belgian
universities. Apart from its permanent teams, it takes
on prominent economists for a maximum term of two
years and offers internships lasting from three to six
months for young researchers working within its sphere
of competence.

The desire to stimulate research and economic analysis is
accompanied by a policy of active publication. The Bank
publishes the Research and Document series of Working

Papers, and an Economic Review supplying information
on recent economic, financial and monetary develop-
ments (see 1.4 in regard to the year 2011). This work
regularly leads to publications in international scientific
journals. Finally, it publishes an Annual Report on eco-
nomic and financial developments and on financial stabil-
ity and prudential policy.

1.1.3.2 STATISTICS

The Bank holds a leading position in Belgium’s financial
and economic statistical system. The many statistics
which it produces in these fields help to inform the
national and international authorities about the various
facets of the country’s economic and financial activity,
and are of great interest for monetary policy and the
operation of prudential supervision. For many years now,
the Bank has been the entry point for data used in the
prudential supervision of banks and insurance compa-
nies, verifying those data before passing them on to the
CBFA. The incorporation of this branch of activity in the
Bank has considerably reduced the length of this work
sequence, improved cooperation with the prudential
services and thus enhanced the efficiency of the work
in this area. The prudential services now have direct ac-
cess to the statistical databases compiled by the Bank
and have a more accurate picture of the whole range of
figures available. At their request, and in the context of
the financial crisis, new statistics have been developed
and their sources expanded.

Largely standardised at European level, these statistics
all provide a first-hand source of information which the
Bank uses as the basis for its research activities. They are
also integrated into the statistics of the EU and the euro
area, and contribute to the indicators monitored by the
European Systemic Risk Board.

Efforts made in recent years have improved the qual-
ity of the data collected, increasing the level of detail
and optimising the data circulation while reducing the
administrative burden on enterprises. Over the years,
the Bank has thus developed a single portal for the col-
lection of data via the internet. The latest version, called
One Gate, is simple and flexible. This platform does not
require respondents to make any investment or install
software, and it accepts data in XBRL, the protocol
which is tending to become the international standard
for business data. The Banque de France decided to
join in the development of this platform in 2009. Its
international potential has since been confirmed by the
choice of One Gate as the data collection portal for
the new European Banking Authority, operational since
1 January 2011.
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The statistics compiled by the Bank cover a number of
subjects:

The national accounts, compiled by the Bank on behalf
of the National Accounts Institute, offer a view of the
country’s economic transactions. Apart from the compo-
nents of the main aggregates such as gross domestic prod-
uct (GDP), they supply detailed information by economic
sector and by branch of activity. A regional breakdown
is provided for a growing number of variables. Detailed
accounts are published once a year, but estimates of the
main variables are available quarterly. An estimate of
quarterly GDP is published thirty days after the end of the
reference quarter, followed — two months later — by brief
quarterly accounts which are keenly awaited by the ECB.

The financial accounts are a sub-set of the national ac-
counts. They identify the financial instruments in which
the various sectors of the economy place their surpluses,
and by which they finance their deficits. They are the
principal tool for the macroeconomic monitoring of the
preferences of the various economic players in terms of in-
vestment and financing. The financial accounts, combined
with the national accounts, thus form the basic reference
for prudential analysis. In regard to financial instruments,
the Bank has one of the most complete databases in
Europe. The detailed quarterly financial accounts are sent
to the ECB, which uses them to compile consolidated data
at European level.

The statistics produced in connection with the excessive
deficit procedure focus on the Belgian budget balance
and public debt. They are compiled on the basis of the
financial and non-financial accounts of general govern-
ment, and are forwarded to the European Commission.
In the context of the problems facing public finances
in a number of European countries in recent years, the
Commission keeps a very detailed check on these key
statistics, for both economic policy and the financial
markets. Since the setting of the convergence criteria
which permitted the introduction of the euro, the public
finances of euro area countries have been kept under
close surveillance by the ECB.

The balance of payments statistics are a significant
economic indicator both at national level and for the euro
area, where they form part of the statistics on which ECB
monetary policy is based. They permit the recording of
external factors (goods and services, incomes, transfers
and capital) which contribute to the formation of gross
national product. They incorporate in aggregate form the
net foreign trade statistics, which cover exports and
imports of goods by product and by country, and their re-
gional breakdown. Like the national accounts, the foreign
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trade statistics are compiled by the Bank on behalf of the
National Accounts Institute. Accompanying the balance
of payments, the statistics on direct investment concern
capital transactions and other financial flows between
Belgian enterprises and their foreign associates.

The monetary and financial statistics are forwarded
regularly to the ECB, as they represent vital information
for monetary policy. The demand from prudential services
is also tending to extend the scope of the financial statis-
tics to gradually include the financial sector as a whole.

The statistics concern, on the one hand, monetary fi-
nancial institutions (central bank, credit institutions and
monetary undertakings for collective investment) and
other financial institutions (non-monetary investment
undertakings, pension funds, insurance companies, etc.),
and, on the other hand, the money market and the capital
market (share issues, shareholdings, movements in inter-
est rates, etc.). In this field, there is also the Bank Lending
Survey, which proved particularly useful in the context of
the financial crisis. The data collected by this survey are
compared with those on the same subject obtained from
business surveys covering non-financial corporations.

These business surveys permit monitoring of the opin-
ions of business leaders and consumers on the Belgian
economic situation. Since they anticipate economic ac-
tivity in the euro area, some of these cyclical indicators
attract a great deal of interest, not only in Belgium but
throughout Europe.

The Bank’s statistics and research are available on its web-
site. This site has facilities for arranging subscriptions; it
also offers access to Belgostat, a statistical database with
many functionalities, regularly adjusted in line with user
requirements.

1.1.3.3 OTHER INFORMATION

The Bank also collects a mass of economic and financial
information which supplements the available macroeco-
nomic statistics. High-quality information on the financial
situation of firms can in fact contribute to a good under-
standing of the economic mechanisms. In that regard,
the Bank is particularly well placed since it has been made
responsible by law for managing two central business
databases: the Central Corporate Credit Register and the
Central Balance Sheet Office.

Central Corporate Credit Register

Corporate credit is one of the channels whereby monetary
policy decisions influence the economy. Moreover, the



data on this subject permit a better assessment of credit
risk. It is therefore of particular interest to the Bank, both
in the exercise of monetary policy and in connection with
prudential policy. In the context of the global economic
crisis, the subject requires even closer attention.

The Central Corporate Credit Register records for each
borrower all loans of € 25,000 or more granted for busi-
ness purposes by credit institutions based in Belgium.
For those concerned, that information is a key factor in
the assessment of their credit risk. This Central Register
exchanges its data with its counterparts in six countries:
Germany, Austria, France, Italy, Portugal and Spain

On 1 May 2012, a new legal framework will enter into
force to permit the collection of data intended to enhance
credit risk assessment. In addition, the reporting threshold
of €25 000 will be abolished, doubling the number of
borrowers recorded to more than 800 000. Other types
of financial institutions (leasing and factoring companies)
will also be required to report data to the Central Register.
These significant developments will substantially enrich
the data available to the Bank, data which it will use to
perform the tasks entrusted to it in the field of prudential
supervision and financial stability, and for the compilation
of statistics.

Central Balance Sheet Office

Most enterprises in which the liability of the shareholders
or partners is limited to their contribution — and certain
other enterprises — have to publish their annual accounts
and, if appropriate, their consolidated accounts, filing
them with the Bank’s Central Balance Sheet Office. Large
and very large non-profit associations and private foun-
dations, and foreign legal entities, also have to file their
accounts with the Central Balance Sheet Office. Those
accounts include a social balance sheet giving information
about employment.

On the basis of the information collected, the Bank pro-
duces standardised series for the purpose of economic
analysis. In 2011, 99.5% of accounts were filed via the
internet.

Since the beginning of January 2011, all annual and con-
solidated accounts filed since 1 January 2005 have been
available on the internet free of charge in PDF format.
The number of sets of accounts consulted in that way in-
creased from 414 500 per month in 2010 to 482 400 per
month in 2011. Accounts filed since 2 April 2007 in the
form of XBRL files are also available in that format on the
internet. Those files are intended for users wishing to ana-
lyse the financial situation of the legal entities concerned

without needing to re-enter the basic data filed. The num-
ber of XBRL files consulted via the internet was up from
18 200 per month in 2010 to 23 000 per month in 2011.

Microeconomic analysis

On the basis of the data collected, the Bank conducts sur-
veys which can be grouped into three broad categories:
recurrent surveys of Belgian firms, methodological surveys
and risk analyses, and sectoral surveys.

Each year, the Bank publishes in its Economic Review a
survey of the results of Belgian companies. This will be
supplemented by a survey of corporate financing and a
survey of the trend in the population of firms, both over
time and in geographical terms.

For a number of years, the Bank has also taken part in
the methodological work of various international work-
ing groups™ on risk assessment models. This work is
of particular interest in connection with the Bank’s new
prudential supervision activities. In future, it will also be
based on the use of the new data to be recorded in the
new Central Corporate Credit Register.

Finally, once a year, the Bank publishes a report on the
Belgian ports and an estimate of their economic impor-
tance. There are also sectoral studies on the airports and
on the network industries and the iron and steel sector.

Most of these studies are published in the Working Papers
series (see 1.4.).

1.1.4 Other duties
1.1.4.1 AT INTERNATIONAL LEVEL
International Monetary Fund

In consultation with the government, the Bank takes
part in the preparation of positions adopted by the
Belgian Executive Director of the International Monetary
Fund, who heads a constituency composed of ten coun-
tries (Austria, Belarus, Belgium, Hungary, Kazakhstan,
Luxembourg, Czech Republic, Slovakia, Slovenia and
Turkey). It finances Belgium’s contributions to the Fund’s
capital and conducts financial transactions between
Belgium and the IMF. It assists the IMF in its annual survey
of Belgium’s economic and financial situation.

(1) Including the Working Group on Risk Assessment (WGRA).
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Organisation for Economic Cooperation and
Development

The Bank is active in the Organisation for Economic
Cooperation and Development (OECD), a discussion forum
comprising 34 countries dedicated to democracy and the
market economy. The OECD’s activities concern economic
policy in the broad sense, including the economic aspects
of policies on education, scientific research, transport, the
environment, and social affairs. The Bank takes part in
the work of the Economic Policy Committee, the Financial
Markets Committee and the Investment Committee.

European Union

The Bank helps to devise European legislation on bank-
ing and finance, and takes part in the work of a number
of committees and working groups operating under
the aegis of EU institutions. Thus, it is represented on
the Economic Policy Committee and the Economic and
Financial Committee which contribute to the preparation
of the work of the Economic and Financial Affairs Council
and express opinions. The maintenance of financial stabili-
ty also entails close international cooperation, which takes
place particularly at European level (see 1.1.2.1. — Reforms
of the European architecture).

Technical assistance

Finally, the Bank provides technical assistance for some
of its colleagues. It draws up priorities here, to refine the
targeting of its action and augment its effectiveness. In
recent years, the central banks of the Democratic Republic
of Congo and of Burundi have been top of the list of
priorities. In the Bank’s opinion, it is very important that
its cooperation with these central banks should be in line
with the approach of the Belgian authorities and interna-
tional institutions (IMF, World Bank). For the Central Bank
of Congo, the Bank offers assistance on monetary policy,
statistics, payment systems, trading rooms, banknote and
coin circulation and IT, while for the Bank of the Republic
of Burundi, the assistance concerns monetary policy, pay-
ment systems and financial stability. Several times a year, a
team is sent out to devise or update an action plan, make
recommendations, provide training or give assistance.

Next in order of priority come the countries represented
by the Belgian Executive Director at the IMF, the EU can-
didates or potential candidates, and the partner countries
for Belgian development cooperation.

(1) Article 127 (2) of the Treaty on the Functioning of the EU lists these tasks as follows:
to define and implement the monetary policy of the Union, to conduct foreign
exchange operations, to hold and manage the official foreign exchange reserves of
the Member States, to promote the smooth operation of payment systems.
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1.1.4.2 AT NATIONAL LEVEL
State Cashier

Ever since the Bank was founded, the State has entrusted it
with the role of State Cashier. The content of that role has
changed considerably over the years. Nowadays, it mainly
involves centralising the State’s current revenue and ex-
penditure each day in a single account. Following addition
of the balance of the Post Office transactions and in con-
sultation with the Treasury, surpluses are allocated to invest-
ments, and deficits are covered by short-term borrowings.

The Bank also plays an important role in the issue of State
loans, taking charge of their financial servicing. The Bond
Centre payment agency enables bank branches to submit
redeemable securities and coupons due direct to the Bank
for encashment, without first collecting them centrally at
their head office. Nowadays, securities issued by the State
are dematerialised.

Exchange reserves

In connection with the basic tasks under the ESCB®, the
Bank holds and manages the State's foreign exchange
reserves. The risks associated with this activity are listed in
the management report (see 2.1.2).

In accordance with Article 30 of the Protocol on the
Statutes of the ESCB and the ECB, the Bank has trans-
ferred to the ECB an amount of foreign exchange reserve
assets proportionate to its share in the subscribed capital
of the ECB. It manages those assets on behalf of the ECB
and in accordance with its guidelines.

Information and protection for individuals
Protection against excessive debt

The Central Individual Credit Register is a tool for combat-
ing excessive debt. It records all credit contracts concluded
for private purposes by individuals, and any instances of
default on such loans. Lenders must consult the Register
before granting credit, and borrowers may also consult
their own data on it. The Register can be consulted via the
internet or at the Bank’s counters.

The impact of the crisis is clearly visible in the Central
Register’s figures. Since the end of 2008, the default in-
dicators have risen steadily. In 2011, consumers still faced
increasing payment problems. The number of borrowers
with payment arrears was up by 3.3% at 319 092 persons,
representing a total of € 2.55 billion, a rise of 5.4%. The
number of collective debt settlements is also still rising.



In that context, there are calls for extending the Central
Register to new types of debt. The federal minister re-
sponsible for consumer protection asked the Bank to
examine this possibility.

Deposit and Financial Instrument Protection Fund

Belgium has a number of forms of protection for individu-
als, associations and small and medium-sized firms in the
event of the failure of a credit institution or investment
firm.

There is a guarantee of € 100 000 covering cash deposits
and other similar savings assets. In the case of financial
instruments which these customers have entrusted to the
institutions concerned, protection amounting to € 20 000
applies to such instruments which cannot be returned
despite the customers’ direct right to claim them back.

The Deposit and Financial Instrument Protection Fund
intervenes under these guarantee systems. This public
institution is directed by a Management Committee with
representatives of the government, credit institutions and
investment firms. The Bank is responsible for its day-to-
day management. Its operating procedures and annual
reports can be consulted on its website (www. protec-
tionfund.be).

Educational activities

In 2005, the EU’s Economic and Financial Affairs Council
(Ecofin) asked the Member States to step up their efforts
in the field of financial education. In that same year, the
OECD published the first international study on the sub-
ject, together with a number of guidelines concerning
good practice in that area. This work highlighted the ef-
fectiveness of long-term financial education programmes
so long as they are accompanied by raised awareness
among the general public and in the teaching world.
Since then, the economic crisis — which originated in
financial practices which are often impossible for the gen-
eral public to fathom — has reinforced this need.

At the Bank, publications and other information media
aimed at the general public or schools have proliferated
since 2002. In that year, the Bank’s Museum was remod-
elled to become a popular point of contact with the edu-
cational world. In 2011, it presented an exhibition linked
to the Europalia Brasil festival and devoted to exchange
and value systems in Brazil.

Since 2008, the Bank has also been holding seminars
for secondary teachers of economics. The 2011 seminar,
which concerned a perspective on the Belgian economy
in the crisis, was attended by almost 5 00 participants.
In addition, in order to provide a permanent basis for its
links with the teaching world, the Bank’s Museum has a
specific website (www.nbbmuseum.be), covering all the
available teaching aids.

Finally, the Bank has one of the most comprehensive
economic and financial libraries in Belgium. Its opening
hours have been extended to Saturdays to provide greater
access, especially for students.

1.2 Human Resources

On 1 April 2011, one hundred and ninety-one staff of
the former CBFA were transferred to the Bank. They were
allocated to the new services in charge of prudential
supervision. The preparations for this operation were me-
ticulous, ensuring trouble-free integration. The extension
of the duties created new staffing requirements for which
the Bank launched an internal and external recruitment
campaign. A new code of ethics was also introduced on
this occasion.

Following the reorganisation, the workforce totalled
2 101 full-time equivalents, or 174 units more than at the
end of 2010.

Since the beginning of 2012, the staff IT system which
used to run on mainframe computers has been replaced
by an external application of the social secretariat SD
Worx. A complete databank was constructed, combining
all the information relating to human resources and pay-
ments, taking account of the Bank’s structures.

The new staff promotion system permits promotions on
the basis of job classifications, performance appraisal
and seniority. In addition, development programmes are
defined at job appraisal interviews, to ensure maximum
staff employability.

The 2012 procedure for the election of staff representa-
tives was launched. It is essential to adhere strictly to the
legal timetable. The elected staff members will have a seat
on the various staff consultation bodies at the Bank.
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1.2.1 Staff movements

Number of staff
(full-time equivalents as at 31 December)

2000 2406
2001 2418
2002 2319
2003 2250
2004 2174
2005 2120
2006 2052
2007 2032
2008 2008
2009 1964
2010 1927
2011 2101

1.2.2 Obituaries and retirement

In 2011, the Bank was saddened to hear of the death
of Frans Junius,Hhonorary Director. Mr Junius joined the
Bank in 1955. He was appointed Secretary in 1978 and
Director in 1980.

During the year under review, the Bank was also sad-
dened by the death of Mr Paul Welis.

They will always be remembered.

The Bank would like to express its gratitude to the mem-
bers of its managerial and supervisory staff who reached
the end of their career last year:

S. Bertholomé

C. Glavie

It also thanks a member of the clerical staff whose career
came to an end in the past year: Mr T. Beeckmans.
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1.3 Sustainable management

In 2008, the Bank had submitted an application to the
Brussels Institute of Environmental Management (IBGE/
BIM) for the award of the “Ecodynamic Enterprise” label,
which it achieved with two stars. The candidacy proce-
dure had led to the involvement of a large number of staff
in the Bank’s environmental management; they felt that
they had been given responsibility, and took numerous
initiatives in this area. Painstaking internal communication
has converted this movement into a veritable ‘green wave’
at the Bank, which thus intended to make its contribution
towards raising general environmental awareness.

The award of the third star — the top level — was the
highlight of 2011 in this respect. It represents a new
stage in sustainable management at the Bank. To obtain
this new distinction, the Bank rigorously implemented
the environmental programme launched in 2008. Various
supplementary projects were also carried out, such as the
combined generating project.

Since the Bank had already achieved a good performance
in energy saving, it is the other environmental sectors
relevant to its activities that have been the main focus of
attention since 2008. A study was conducted to review
waste flows and container facilities, while efforts were
made to find ways of separating organic kitchen waste
from other waste. Regarding mobility, and in order to re-
duce the number of journeys by air, teleconferences were
encouraged, together with the use of high-speed trains
for short European trips. On the purchasing side, 40 of the
119 types of products are now sustainable.

Examples of measures included in the new environmental
programme are: constant communication on sustainable
management via a specific intranet site, closer transverse
cooperation between departments, improvements in the
involvement of agencies, and finally, the launch of a num-
ber of environmental projects, such as adiabatic humidifi-
cation in the printing rooms, to reduce the use of steam.



1.4 List of publications in 2011

Economic Review
JUNE

e Economic projections for Belgium - Spring 2011

e Central bank rates, market rates and retail bank rates in the euro area in the context of the recent economic and
financial crisis

® End of the crisis in the housing markets ? An international survey

e Behaviour of Belgian firms in the context of globalisation: lessons from the conference on “International Trade:
Threats and Opportunities in a Globalised World”

e The Belgian labour market during and after the crisis

SEPTEMBER

e Economic impact of the public debt

e The Europe 2020 strategy

e Developments in private consumption over the past three years

e The economic impact of the fight against climate change

e The impact of low interest rates on household financial behaviour

DECEMBER

e Fconomic projections for Belgium - Autumn 2011

* Public sector wages

e The distributive trade sector and its impact on euro area prices
* International trade in services

e Results and financial situation of firms in 2010

e The social balance sheet 20710

Working Papers

e 210. Estimating monetary policy reaction functions: A discrete choice approach

e 211. Firm entry, inflation and the monetary transmission mechanism

e 212. The link between mobile telephony arrears and credit arrears

e 213. Development of a financial health indicator based on companies’ annual accounts

e 214. Wage structure effects of international trade: Evidence from a small open economy

e 215. Economic importance of the Belgian ports: Flemish maritime ports, Liége port complex and the port of
Brussels - Report 2009 216. Verti-zontal differentiation in monopolistic competition

e 217. The evolution of Alexandre Lamfalussy’s thought on the international and European monetary system
(1961-1993)

e 218. Economic importance of air transport and airport activities in Belgium — Report 2009
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Belgian Prime News

This quarterly publication in English is produced jointly by the Bank, the Federal Public Service Finance (FPS Finance) and

a number of Primary Dealers.

¢ 50. Special topic: The Belgian Treasury’s 2011 Funding Plan published, in a context of renewed strains in the bond
market

e 51. Special topic: New architecture for the supervision of the financial system in Belgium

e 52. Special topic: Belgium’'s current robust economic performance should not be taken for granted

e 53. Special topic: The Belgian situation within the context of current turbulences

Statistical publications

The Bank provides a mass of macroeconomic statistics for the public on its website and via its statistical database,
Belgostat. It is possible to subscribe for updates of specific tables. To cut down on the use of paper, the following
publications are available in electronic format; they can also be printed on request:

GENERAL STATISTICS :

e Statistical Bulletin
FOREIGN TRADE:

e Quarterly Bulletin
NATIONAL ACCOUNTS:

* Quarterly sector accounts

e Quarterly accounts

e first estimate of the annual accounts

e Government accounts

¢ Detailed accounts and tables

e Supply and use tables

e Regional accounts

e Satellite accounts of non-profit institutions

MICROECONOMIC DATA
e Statistics. Central Individual Credit Register — 2010

Every quarter, the Bank publishes in electronic format the Central Corporate Credit Register statistics on credit authorised
and used. The Central Balance Sheet Office makes available the data on annual accounts which it collects, providing
them for various target groups in various digital formats. A copy of the CD-ROM Figures from standardised annual
accounts is also available on request.

Other publications

e Corporate Report 2010. Activities, governance and annual accounts

® Report 2010. Economic and financial developments

e Financial Stability Review 2011

e Annual Report of the Securities Regulation Fund 20710

e Of gold and feathers. Exchange and value systems in Brazil, Europalia Brasil exhibition catalogue
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IN COLLABORATION WITH THE FEDERAL PLANNING BUREAU:

* Note for the Formateur. Models and assumptions underlying the macroeconomic projections used in the simulations
for reform of the Special Finance Act (excluding transfers of new powers) (September 2011)

e Reductions in social security contributions and alternative funding arrangements (April 2011)

JOINT REPORT BY THE BANK, THE CENTRAL ECONOMIC COUNCIL AND THE FEDERAL PLANNING BUREAU

e Competitiveness challenges in Belgium
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1.5 Contacts

SERVICES

ESTABLISHMENTS OFFERING SERVICES

OPENING HOURS

Banknotes and coins, State Cashier,
Central Balance Sheet Office, Central
Individual Credit Register

Brussels, Boulevard de Berlaimont 3,
Antwerp, Kortrijk, Hasselt, Liege and
Mons

9.00 to 15.30 hrs,
Monday to Friday

Library Brussels, Rue Montagne aux Herbes 10.00 to 17.00 hrs,
Potagéres 57 daily except Sundays
Museum Brussels, Rue du Bois Sauvage 10 10.00 to 18.00 hrs,
daily except Mondays
INFORMATIONS
Website: www.nbb.be
Inquiries: info@nbb.be

Press officer:

Contact for the financial service
for the Bank's shares:

Tel. +32 2 221 21 11

Kristin Bosman, General Secretariat
Tel. +32 2 221 46 28

Fax +32 2 221 31 60
pressoffice@nbb.be

Luc Janssens, Securities Service
Tel. 432 2 221 45 90

Fax +32 2 221 31 19
securities@nbb.be

ADDRESSES
Brussels: Boulevard de Berlaimont 14,
1000 Brussels Hasselt : Eurostraat 4,
Tel. +32 2 221 21 11 3500 Hasselt
Fax +32 2 221 31 00 Tel. +32 11 29 92 11
info@nbb.be Fax +32 11 29 93 90
hasseltsg@nbb.be
Antwerp: Leopoldplaats 8,
2000 Antwerp Liege : Place St-Paul 12-14-16,
Tel. +32 3222 22 11 4000 Liege
Fax +32 3222 22 69 Tel. +32 423062 11
antwerpensg@nbb.be Fax +32 4 230 63 90
liegesg@nbb.be
Kortrijk : President Kennedypark 43,
8500 Kortrijk Mons : Avenue Frére-Orban 26 7000 Mons

Tel. +32 56 27 52 11
Fax +32 56 27 53 90
kortrijksg@nbb.be

Departments and Services: see website.
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Tel. +32 6539 82 11
Fax +32 65 39 83 90
monssg@nbb.be
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2. Annual accounts and reports on

the financial year

2.1 Annual report

2.1.1 Developments concerning the Bank’s
results and position

2.1.1.1 BALANCE SHEET

After contracting for two years, the balance sheet total
expanded strongly by € 53 billion to € 127.7 billion.

This growth is due to a steep rise in the provision of
liquidity via various channels. In connection with mo-
netary policy, credit institutions made greatly increased use
of the main and longer-term refinancing operations and
the marginal lending facility, for a total of € 40.4 billion.
In that same context, the Securities Markets Programme
(SMP) continued and a Second Covered Bonds Purchase
Programme (CBPP2) was launched. On the balance sheet
date, the Bank’s monetary policy portfolios thus came
to €9.1 billion, €4.3 billion more than at the end of
2010. In addition, and still in relation to the Eurosystem,
the provision of liquidity in USD amounted to € 7.5 bil-
lion. Finally, on the balance sheet date the Bank had
granted Emergency Liquidity Assistance (ELA) totalling
€ 6.4 billion.

The principal counterparts to this substantial liquidity pro-
vision are outgoing payments via the TARGET2 payments
system (€ 52.9 billion) and extensive use of the deposit
facility (€ 10.8 billion).
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SUMMARY OF FIXED-INCOME SECURITIES PORTFOLIOS
AT BOOK VALUE

(in € billion)

31-12-2011 31-12-2010

— fixed-income securities in foreign

currencies (‘outright portfolio’) . . 6.0 5.5
— fixed-income securities in euro

(‘outright portfolio”) ........... 5.0 5.0
— fixed-income securities

in euro held to maturity

("HTM portfolio’) ............. 9.8 9.8
— fixed-income securities in euro

in the statutory portfolio ...... 3.8 3.6
Total portfolios managed
by theBank .................. 24.6 23.9
— securities held for monetary

policy purposes ............... 9.1 4.8
Total portfolios ............... 33.7 28.7

The two ‘outright portfolios’ are valued at market price on
the balance sheet date; the HTM, statutory and monetary
policy portfolios are valued at the (amortised) purchase
price.
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BREAKDOWN OF FIXED-INCOME SECURITIES MANAGED
BY THE BANK, BY ISSUER COUNTRY

(in € million)
Nominal Book Market Revaluation
value value value accounts

Belgium ....... 5889.7 5960.5 6 075.5 18.6
United States .. 39943 4217.2 4217.2 136.6
Germany ...... 27335 2783.7 2890.0 38.2
Spain ......... 2449.0 24345 2 380.0 1.8
France ........ 18134 1843.0 1887.7 15.5
Austria ........ 1139.9 1164.7 1230.7 5.7
Ireland ........ 1010.2 993.8 887.3 0.0
Italy .......... 917.5 899.4 863.3 0.0
Japan ......... 901.1 900.9 900.9 0.1
International

organisations .. 787.1 808.5 840.8 9.3
The Netherlands 581.1 598.7 615.4 11.4
Portugal ....... 568.9 553.7 3854 0.0
Greece ........ 519.5 485.1 127.7 0.0
Switzerland . ... 4711 483.2 483.2 12.8
Other ......... 441.2 452.4 457.8 9.0
Total ......... 24 217.5 24 579.3 242429 259.0

Above is the geographical breakdown of the fixed-income
securities in the own account portfolios.

If the Bank had sold all its own-account portfolios on
the balance sheet date, it would have: (i) realised the
gains currently recorded as unrealised in the revaluation
accounts (€ 259 million), and (i) incurred the negative
difference between the market value and the book value
(€ 336.4 million). On balance, a loss of around € 77.4 mil-
lion would have been charged to the result.

On the basis of the above table, it is also possible to
estimate the impact of a reduction in the own account
portfolios on specific issuers.

In order to determine the Bank's aggregate risk position,
it is obviously necessary to take account of the monetary
policy portfolios as well. However, communication on that
subject is a matter for the ECB.

The net position in USD was unchanged at USD 2.2 bil-
lion. At the end of the financial year, the revalua-
tion accounts recorded positive exchange differences of
€ 173.2 million.
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2.1.1.2 RESULT

The notes to the annual accounts give details of the indi-
vidual profit and loss account items.

The factors behind the € 67 million increase in the profit
can be summarised as follows:

The net interest income was up by €232 million as a
result of the yield on bonds acquired under the Securities
Markets Programme (SMP) and interest received on the
provision of Emergency Liquidity Assistance.

The net result of financial operations was negative owing
to the significant decline in capital gains on securities, in
both foreign currencies and in euro.

The reduction in income from equity shares and partici-
pating interests is due to a decline in income attributable
equally to the income from the ECB and the BIS.

The net result of pooling of monetary income also con-
tracted, solely on account of the write-back on the provi-
sion for monetary policy transactions which was smaller
than in the previous financial year.

Other income increased as a result of the contribu-
tions covering the prudential supervision of financial
institutions.

Staff costs were higher, partly because of the integra-
tion of the former CBFA staff and partly because of the
increase in the provision for medical expenses.

Every year, the Bank assesses whether there are objective
reasons for a special reduction in the value of the securi-
ties which it holds to maturity or in the statutory portfolio.
In this connection, it examined in particular the develop-
ments concerning the Private Sector Involvement (PSI)
initiative which proposes the restructuring of part of the
Greek debt to ensure its long-term sustainability. However,
since the PSI was designed as a voluntary restructuring of
debt instruments held by the private sector, no change is
expected in the future cash flows relating to securities in
the Bank’s portfolios. On 31 December 2011, the view
was therefore that there were not sufficient grounds to
assume that the PSI initiative would fail, and the Bank
did not record any impairment at the end of the year
(see also 2.1.3 Post-balance-sheet events).

No impairment was recorded in respect of the other
securities valued at amortised purchase price.
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GENERAL STRUCTURE OF THE RESULT

(in € million)
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1. Net interest income
2. Net result of financial operations, write-downs and provisions
3. Net income/expense from fees and commissions
4. Income from equity shares and participating interests
5. Net result of pooling of monetary income
6. Other income
7. Staff costs
8. Administrative expenses
9. Depreciation on tangible and intangible fixed assets
12. Corporation tax
Source: NBB.

2.1.1.3 PROFIT DISTRIBUTION

The Bank determines the minimum amount of its reserves
on the basis of an estimate of the calculable risks which
it incurs. The risks on assets which the Bank manages for
its own account are quantified on the basis of the Value
at Risk methodology, in which the Bank uses very prudent
parameters for the probabilities and horizons. In regard to
the risk on its share in the monetary policy transactions
and portfolios, the Bank bases its estimate on the ECB’s
calculations.

Application of these models as at the end of the 2011
financial year, a time of severe market tension, resulted
in a risk figure of around € 5.2 billion. A substantial part
of that amount concerns the risk which the Bank incurs
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on its share of the Eurosystem’s SMP portfolio. That share
stood at € 6.7 billion. The ratio between the risk estimate
and the portfolio volume is high.

To incur an estimated loss of € 5.2 billion, it would be
necessary for several countries to restructure their debt
simultaneously. The positive post-balance-sheet events
concerning Greek government bonds, mentioned below,
and the relative easing of the tension on some securi-
ties markets also attenuate the estimate of the risk; the
resulting reserve target has to be assessed over a period
of several years.

In the light of these considerations, the Bank feels that it

can maintain unchanged its reserve and dividend policy
of July 2009. Consequently, a sum of € 225 million was
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allocated to the available reserve and the gross dividend
for 2011 was set at € 141.76 per share. The balance of the
profit distribution accruing to the State is € 618 million.

The current result is the first buffer for absorbing losses.
Over the past five years, that result has fluctuated
between € 0.8 and € 1.1 billion. Following the 2011 profit
distribution, the Bank’s capital and reserves (excluding
the depreciation accounts) total € 4.0 billion; therefore,
the Bank’s total buffers now should amount to between
€ 4.8 and € 5.1 billion.

2.1.2 Risk management

2.1.2.1 MANAGEMENT OF THE GOLD AND FOREIGN
CURRENCY RESERVES, PORTFOLIOS OF SECURITIES
IN EURO AND MONETARY POLICY OPERATIONS

Management of the gold and foreign currency reserves
and that of the portfolios of securities in euro exposes the
Bank, like any financial institution, to financial risks (such
as market and credit risks), and to operational risks.

The Bank defines a level of risk which it deems appro-
priate according to its risk aversion, the level of which
depends among other things on its ability to take even
exceptional losses. That level is reviewed regularly as the
Bank’s tasks evolve and develop, and in the light of actual
or expected changes in market risks. It then establishes a
policy which aims to limit these risks and keep them at
the pre-selected level. In particular, the Bank determines
the currency mix and the strategic duration (and permit-
ted deviations) of each portfolio by applying the Value at
Risk method to assess market risk (losses which could be
generated by adverse movements in exchange rates and
interest rates). It also conducts stress tests in order to esti-
mate the potential losses in the event of a major market
crisis. The limits set for the risk factors and the portfolio
structure therefore reflect the level of risk which the Bank
considers acceptable, and are adjusted if necessary on the
basis of market developments and implications relating to
the Bank’s tasks, such as the formation of monetary policy
portfolios (Securities Markets Programme, Covered Bonds
Purchase Programmes).

Moreover, in order to limit its credit risk (risk of losses
which could result from payment default — including
debt restructuring — or deterioration in the credit quality
of counterparties or issuers), the Bank gives preference
to sovereign risk instruments which have a high credit
rating or which are collateralised, imposing strict limits
on its other investments, especially bank deposits. It also
demands a high rating for its investment instrument issu-
ers and counterparties, and ensures that its investments
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are well diversified. In order to assess the credit risk of
each issuer or counterparty, the Bank refers to the ratings
accorded by a number of specialist agencies and uses
‘prediction” methods (such as ‘implied ratings’) which
take account of developments on certain markets (credit
default swaps, stock market value, etc.). For overall credit
risk assessment, it uses the Creditmetrics method with
very cautious parameters.

In order to improve the return on its USD assets in the
long term, the Bank invests a very small proportion of
them in corporate bonds. Specific rules have been drawn
up for this type of bond (minimum rating, strict diversi-
fication constraint, etc.) to limit the credit risk and any
losses.

The portfolios of securities in euro consist mainly of euro-
denominated government paper issued by Member States
of the European Union and bonds backed by first-rate
claims (Pfandbriefe type) which augment the expected
yield.

The persistence and intensification of the crisis of con-
fidence in relation to a number of euro area countries
which had begun in 2010, and the resulting widening
of the spreads on a number of sovereign debt markets,
had a significant impact on part of the portfolios in
euro-denominated securities. A deterioration in certain
markets (covered type) also had an impact. However, the
policy which the Bank established many years ago, which
includes active diversification and exposure limits per
country, and the long-term approach underlying certain
investment strategies limited the negative impact on the
results. This long-term policy accompanied by temporary
measures also contained the risks facing the Bank at a
level deemed acceptable. It is important to point out that
the negative impact which the widening spreads had on
the yield was very largely offset by the steep decline in
interest rates on the international markets, which had
a considerable beneficial effect on the Bank’s long-term
portfolios.

The SMP, which aims to remedy the malfunctioning of
the securities markets and which continued in 2011, also
helped to contain the risks on the Bank’s portfolios. To
avoid any conflict of interests, the introduction of this
programme and the CBPPs led to a partial freezing of
investment transactions on certain Bank portfolios.

Finally, the Bank limits the operating risk by dividing the
activities associated with investment transactions into
three separate services: the Front Office, in charge of
operations, the Back Office, which handles the settle-
ment, and the Middle Office, which manages the risks.
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The Eurosystem defines the risk management procedures
applied to the lending transactions effected by the Bank
in implementing the Eurosystem’s monetary policy. Their
application is harmonised so as to ensure that there is no
discrimination in the conditions for the use of all types
of eligible assets throughout the euro area. In regard
to securities, a single list of eligible assets is drawn up
and the same risk control measures are applied, while
for bank loans, the same selection criteria and the same
risk management measures are applied throughout the
Eurosystem. Risk management procedures and eligibility
rules may be adapted according to changing risks and
market developments, as was the case in 2011.

2.1.2.2 INTEREST RATE RISK AND RISKS ASSOCIATED WITH
THE VOLUME OF INTEREST-BEARING ASSETS

By far the most important component of the Bank’s
income is that obtained from issuing banknotes. For
central banks, banknotes are unremunerated liabilities.
As the counterpart, central banks hold interest-bearing
or productive assets. The income from these assets
is called ‘seigniorage income’. It is pooled within the
Eurosystem and redistributed among the central banks of
the Eurosystem on the basis of their respective shares in
the issuance of euro banknotes.

In return for the right of issue which it confers on the
Bank, the State is entitled to the balance of the Bank's
profits after the formation of reserves and payment of
dividends. Thus, the State is the first to bear the conse-
guences of the volatility in seigniorage income.

2.1.2.3 BUSINESS CONTINUITY RISK AND OPERATIONAL RISK

Since 2010, the Operational Risk Management (ORM) has
been carried out by the Operational Risk Committee. This
Committee is chaired by the Internal Audit Service and
comprises the following members: the business continu-
ity manager, the Strategy and Organisation Service, the
IT security coordinator and the legal compliance officer.

In 2011, the ORM Committee focused mainly on con-
ducting three specific risk analyses. The first specific risk
analysis concerned the activities of the printing works in
connection with the ESCB certification for printing bank-
notes. The second aimed to identify the changes in the
operational risks which would occur if the Central Cash
Office and agencies were to apply the common infrastruc-
ture principle, and to list any additional measures needed
to guarantee the security of such a site. The last analysis
formed part of the strategic exercise and concerned the
construction of a high-security building accommodating
all the activities presenting a high physical risk.
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For many years, the Bank has had business continuity
plans (BCPs) for its critical activities, and they are tested
regularly. In December 2011, a full BCP test based on a
crisis scenario was conducted without advance notice of
the date. This exercise tested the emergency solutions and
back-up arrangements for the Bank’s critical services.

At the end of 2011, the business impact analyses (BIAs)
of all the Bank’s critical activities underwent a full review.
In the case of ten activities, the impact level was raised
in the event of non-availability, and they were incorpo-
rated for the first time into the BCM (Business Continuity
Management) system. The BIA analysis will be used to
improve existing BCPs and develop new ones during 2012.

The Financial Stability Committee (FSC) identified the
Bank as one of the systemic infrastructures, owing to its
role as lender of last resort for the Belgian financial system
and co-manager of payment systems (TARGET2 and
the CEC) and the securities settlement system. The Bank
therefore defines the general outline of its BCM system
partly by reference to the FSC's 2004 recommendations.

2.1.3 Post-balance-sheet events

In February 2012, the Bank, like the other Eurosystem
central banks, exchanged all the Greek government
bonds in its various portfolios for new securities issued
by the Hellenic Republic. The newly acquired securities
have the same characteristics as the old ones in terms of
their nominal value, interest rate, coupon and redemption
dates. The new securities were not included in the list of
eligible assets for the purpose of a PSI restructuring.

2.1.4 Circumstances which could have a
significant influence on the Bank'’s
development

There are no circumstances other than those mentioned
above which could have a significant influence on the
Bank’s development.

2.1.5 Research and development

The research and development activities focused mainly
on the provision of services within the Eurosystem con-
cerning, in particular, the circulation of banknotes, the
management of collateral relating to loans, and the use of
information technology for banking applications.

2.1.6 Conflict of interest
During the year under review, no member of the Board

of Directors had, directly or indirectly, any interest relating
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to property conflicting with a decision or transaction for
which the Board of Directors was responsible.

2.1.7 Financial instruments

In implementing monetary policy and managing its
portfolios, the Bank uses financial instruments such as
(reverse) repurchase agreements, currency and interest
rate swaps and futures. The information on this subject
is mentioned in the annual accounts, and in particular in
the accounting principles and valuation rules (1.3 and 1.7)
and in the notes to the accounts (notes 2, 3, 5, 6, 9, 15,
16, 24, 37 and 38).

2.1.8 Expertise and independence of the
Audit Committee

The Board of Censors is the Bank’s Audit Committee.

In accordance with Article 36 of the Statutes, the Censors
are chosen from among persons with special qualifications
in the field of supervisory procedures. They are experts in
accountancy and auditing, in view of their higher educa-
tion qualifications in economics and finance and/or their
acknowledged professional experience in those fields.
Most of them satisfy the independence criteria mentioned
in Article 526ter of the Company Code.

2.1.9 Governance statement

2.1.9.1 BELGIAN CORPORATE GOVERNANCE CODE AND
CORPORATE GOVERNANCE CHARTER

For enterprises listed in Belgium, the Belgian Corporate
Governance Code 2009 (‘the Code’) is the reference text
on governance. The Code, which appears on the website
Www.corporategovernancecommittee.be, is a recommen-
dation and sets out principles, provisions and lines of
conduct in regard to governance which complement the
legislation and cannot be interpreted in a manner contrary
to the law.

Established in the form of a public limited company listed
on the stock market, the Bank is Belgium’s central bank.
It forms an integral part of the Eurosystem whose primary
aim is the maintenance of price stability. It also performs
other tasks in the general interest entrusted to it by law.
Its situation is therefore very different from that of an
ordinary commercial company whose main objective is to
maximise its profits.

In view of the pre-eminence of the Bank’s tasks in the

public interest, the law has given it a special legal frame-
work. The provisions on public limited liability companies
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are applicable to it only additionally, i.e. in regard to mat-
ters not governed by the Treaty on the Functioning of
the European Union, the Protocol on the Statutes of the
ESCB and the ECB annexed to that Treaty, the Organic
Law and the Bank’s Statutes, and provided that the provi-
sions on public limited liability companies do not conflict
with those priority rules. Moreover, as a member of the
Eurosystem, the Bank is subject to special accounting
rules. It also enjoys special status regarding the informa-
tion disclosure obligations. For instance, the rules on the
production and circulation of periodic information do not
apply to the Bank.

The Bank’s tasks in the public interest, which belong to
its role as a central bank, also justify a special governance
structure, laid down by its Organic Law and its Statutes.
The specific provisions concerning the arrangements for
appointing the members of its organs, the composition
and specific role of the Council of Regency, the reduced
powers of the General Meeting of Shareholders and the
special arrangements for the exercise of supervision are
intended to ensure that the Bank can perform the tasks in
the public interest assigned to it with due regard for the
independence requirements imposed by the Treaty.

That explains why certain provisions of the Belgian
Corporate Governance Code, which is based on a
governance model designed for ordinary companies with
a monistic structure, with a board of directors which
renders account to the general meeting of sharehol-
ders and whose members can be dismissed ad nutum,
obviously do not apply to the Bank.

Nevertheless, the Bank considers that the system of
governance imposed on it partly by its own Organic Law
and its Statutes, and partly by EU rules, is just as exac-
ting as the recommendations of the Belgian Corporate
Governance Code, or even more so in some respects, such
as oversight.

In order to provide the public with full information on the
corporate governance rules which it applies, the Bank has
drawn up a Corporate Governance Charter which offers
additional clarification regarding its organisation, gover-
nance and supervision. That Charter is available on the
Bank's website.

2.1.9.2 INTERNAL CONTROL AND RISK MANAGEMENT
SYSTEMS IN CONNECTION WITH THE PROCESS OF
FINANCIAL REPORTING

The financial and operational risks connected with the
Bank's activities and the management of those risks are
discussed in point 2.1.2 of this report.
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The financial reporting process is subject to a series of control
mechanisms, ranging from operational to external controls.

At operational level, the Bank’s employees are placed
under the authority of their superiors and the Board of
Directors, who carry primary responsibility for supervising
their activities.

The Internal Audit service helps the organs and operating
entities to achieve their objectives. It systematically and
methodically assesses the risk management, control and
governance processes, and recommends ways of impro-
ving them. It bases its activities on the internal control
system, and assesses whether that system is adequate
and effective. It complies with the most widely accepted
international auditing standards: the lIA's International
Standards for the Professional Practice of International
Auditing for operational audits, the ISACA (Information
Systems Audit & Controls Association) standards for
IT audits, the IFAC standards for financial audits and
the IIA Code of Ethics. In regard to the ESCB audits,
the Internal Audit Service conforms to the harmonised
auditing approach devised by the ESCB.

In its capacity as the Audit Committee, the Board of
Censors is responsible for monitoring the financial repor-
ting process and ensures that the main risks, including
those relating to compliance with the current legislation
and rules, are correctly identified, managed and brought
to its attention and to that of the Board of Directors. It
also examines the notes on internal control and risk ma-
nagement in the Annual Report.

The Audit Committee discusses important questions rela-
ting to the financial reporting with the Board of Directors
and the auditor. The Board of Directors informs the
Audit Committee of the principles adopted for recording
significant and abnormal transactions in cases where
various accounting approaches are possible. The Audit
Committee assesses the relevance and consistency of
accounting rules drawn up by the Council of Regency,
examines proposed changes to those rules and expresses
an opinion on that subject. It also assesses the accuracy,
exhaustiveness and consistency of the financial informa-
tion and examines the annual accounts drawn up by the
Board of Directors before they are discussed and approved
by the Council of Regency.

The Council of Regency approves the annual accounts,
the Annual Report, the accounting rules and the rules
on the Bank’s internal organisation. It consults the Audit
Committee before approving the annual accounts, and
may ask the Audit Committee to examine specific ques-
tions on that subject and report back to it.
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In accordance with the Protocol on the Statute of the
ESCB and of the ECB annexed to the Treaty on the
Functioning of the European Union, the annual accounts
are audited and certified by an independent auditor. He
reports to the Audit Committee on important questions
which arise in the performance of his statutory auditing
task, particularly on significant weaknesses in the internal
control regarding the financial reporting process. Each
year, he gives the Audit Committee written confirmation
of his independence from the Bank, and examines with
the Audit Committee the potential risks to that indepen-
dence and the safeguard measures taken to attenuate
those risks.

2.1.9.3 SHAREHOLDERSHIP

The Bank’s share capital of € 10 million is represented by
four hundred thousand shares, of which two hundred
thousand, or 50 % of the voting rights, belong to the
Belgian State. The other two hundred thousand shares
are held by the public and listed on Euronext Brussels.
Except for the shares owned by the State, the Bank does
not know of any shareholdings carrying 5% or more of
the voting rights.

There is no current or planned programme for issuing
or redeeming shares. There are no securities conferring
special control rights. There are no legal or statutory
restrictions on the exercise of voting rights. However, the
Bank’s shareholders must take account of the fact that the
powers of the Bank’s General Meeting of Shareholders
are limited. The General Meeting in fact only has power
to elect the regents (from a dual list of candidates) and
censors, to appoint the auditor, to take cognisance of the
annual accounts and the annual report, and to amend
the Statutes on the proposal of the Council of Regency in
cases where the latter does not itself have power to do so.

The Council of Regency amends the Statutes in order to
bring them into line with the Organic Law and the inter-
national obligations which are binding on Belgium. Other
amendments to the Statutes are made by the General
Meeting of Shareholders on the proposal of the Council
of Regency. The General Meeting has to be convened for
that purpose and can only pass valid resolutions if the
proposed amendments are mentioned in the convening
notice and if the shareholders present or represented
hold at least half of the share capital. If that proportion
of the capital is not represented at a first meeting, a new
meeting must be convened which can pass valid resolu-
tions whatever the proportion of the capital held by the
shareholders present or represented. Amendments to the
Statutes must be approved by a three-quarters majority of
the votes attached to all the shares present or represented
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at the General Meeting. They must also be approved by
Royal Decree.

The dividend paid to shareholders is fixed by the Council
of Regency. The latter announced its reserve and divi-
dend policy on 22 July 2009 (see the Bank’s website:
www.nbb.be). In accordance with a decision by the
General Meeting of Shareholders on 30 March 2009, the
dividend is payable from the fifth working day following
the General Meeting.

2.1.9.4 COMPOSITION AND FUNCTIONING OF THE
ORGANS AND OTHER ACTORS

GOVERNOR

The Governor is appointed by the King for a renewable
term of five years. He may be removed from office by
the King only if he has been guilty of serious misconduct
or if he no longer fulfils the conditions required for the
performance of his duties. An appeal may be lodged with
the Court of Justice of the European Union against such
a decision.

By Royal Decree dated 27 February 2011, Mr Luc Coene
was appointed Governor with effect from 1 April 2011, as
the successor to Mr Guy Quaden.

BOARD OF DIRECTORS

The Directors are appointed by the King on the pro-
posal of the Council of Regency for a renewable term
of six years. They may be removed from office by the
King only if they have been guilty of serious misconduct
or if they no longer fulfil the conditions required for the
performance of their duties.

Members:

Mr Luc Coene, Governor

Mrs Francoise Masai, Vice-Governor
Mr Jan Smets, Director

Mrs Marcia De Wachter, Director

Mr Jean Hilgers, Director and Treasurer
Mr Norbert De Batselier, Director

Mr Mathias Dewatripont, Director

Mr Pierre Wunsch, Director

By Royal Decree dated 27 February 2011, the terms
of office of the following members of the Board of
Directors were renewed for six years: Mrs Francoise
Masai, Mr Jan Smets, Mrs Marcia De Wachter and
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Mr Jean Hilgers. On the same date, a Royal Decree
appointed Mrs Francoise Masai as Vice-Governor with
effect from 1 April 2011. That post was previously held
by Mr Luc Coene. By Royal Decree dated 5 April 2011,
Messrs Mathias Dewatripont and Pierre Wunsch were
appointed as Directors with effect from 18 May and
1 June 2011 respectively, to fill vacancies on the Board
of Directors arising from the departure of Messrs Guy
Quaden and Peter Praet.

The curriculum vitae of each of the Directors is available
on the Bank’s website.

The Board of Directors met 50 times in 2011.

SPECIAL REPRESENTATIVES

In connection with the new prudential supervision
architecture, two members of the Board of Directors of
the former CBFA joined the Bank to advise the Board
of Directors on the integration within the Bank of the
competences and staff members which the Bank has
taken over from the former CBFA. They have the title
of special representative and will hold that office for
a period corresponding to the remainder of their term
of office as members of the Board of Directors of the
former CBFA.

Special representatives:

Mr Michel Flamée
Mr Rudi Bonte

SECRETARY

Since 30 May 2011, the function of Secretary has been
performed by Mr Luc Dufresne. It was previously per-
formed by Mr Luc Coene.

COUNCIL OF REGENCY

The Council of Regency is composed of the Governor,
the Directors, and ten Regents. The Regents are elected
by the General Meeting for a renewable term of three
years. Two Regents are chosen on the proposal of the
most representative labour organisations, three on the
proposal of the most representative organisations from
industry and commerce, from agriculture and from small
and medium-sized enterprises and traders, and five on
the proposal of the Minister of Finance. The terms of
office of the Regents end after the Ordinary General
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Meeting. They leave office each year in groups, one of
four members and the other two of three members. The
Regent elected to replace a member who has died or
resigned completes the term of office of the one whom
he replaces.

Regents:

Mr Gérald Frere™

Mr Luc Cortebeeck @
Mrs Martine Durez®
Mr Rudi Thomaes @

Mr Didier Matray

Mr Rudy De Leeuw®
Mr Karel Van Eetvelt™
Mrs Michéle Detaille™
Mr Jean-Francois Cats®
Mrs Sonja De Becker®

(1) Regent elected on the proposal of the Minister of Finance.

(2) Regent elected on the proposal of the most representative organisations from
industry and commerce, from agriculture and from small and medium-sized enter-
prises and traders.

(3) Regent elected on the proposal of the most representative labour organisations.

The Ordinary General Meeting on 30 May 2011 renewed
the terms of office of the Regents Messrs Didier Matray
and Karel Van Eetvelt. Mr Jean-Francois Cats and
Mrs Sonja De Becker were elected as Regents to replace
Mr Jacques Forest and Mr Piet Vanthemsche respectively.
The term of office of Mrs Sonja De Becker, who is com-
pleting her predecessor’s term, expires at the end of the
Ordinary General Meeting in 2012. The other terms of
office expire at the end of the Ordinary General Meeting
in 2014.

The Council of Regency met 29 times in 2011. These
meetings focused in particular on the approval of the
2010 annual accounts and Annual Report, and on the
settlement of the year’s profit distribution. In 2011, the
Council of Regency also laid down the accounting rules
for the year and approved the 2012 budget. It took note
of the report on the activities and auditing work of the
Board of Censors. It also took note of the new prudential
supervision arrangements and, consequently, amended
the Bank’s Statutes, the internal Rules of Procedure and
the code of ethics. Finally, it discussed general questions
relating to the Bank and to the Belgian, European and
global economy (dominated by the sovereign debt crisis
in a number of euro area countries).

BOARD OF CENSORS/AUDIT COMMITTEE

The Board of Censors is composed of ten members.
The censors are elected by the General Meeting of
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Shareholders for a renewable term of three years. They
are chosen from among persons with special qualifica-
tions in the field of supervisory procedures. The terms
of office of the Censors end after the Ordinary General
Meeting. The Censors leave office each year in groups,
one of four members and the other two of three mem-
bers. The Censor elected to replace a member who has
died or resigned completes the term of office of the one
whom he replaces.

Members:

Baron Paul Buysse

Mr Philippe Grulois

Mr Jean-Francois Hoffelt
Mr Bernard Jurion

Mr Luc Carsauw

Mr Michel Moll

Mr Jan Vercamst

Mrs Francine Swiggers
Mr Jean Eylenbosch

Mr David Szafran

The Ordinary General Meeting on 30 May 2011 renewed
the terms of office of the Censors Messrs Michel Moll,
Jan Vercamst and Jean Eylenbosch and Mrs Francine
Swiggers. Their terms of office will expire at the end of
the Ordinary General Meeting in 2014. Mr David Szafran
was elected as Censor to replace Mr Jean-Francois Cats.
He will complete his predecessor’s term of office which
expires at the end of the Ordinary General Meeting
in 2013.

The Board of Censors met eight times in 2011. At these
meetings, the Board of Censors, as the Audit Committee,
examined inter alia the annual accounts and the Annual
Report for the year 2010, took note of the work pro-
gramme and the work of the Internal Audit Service,
and checked the auditor's independence. The Board of
Censors also supervised the preparation of the 2012
budget.

BUDGET COMMITTEE

The Budget Committee is responsible for examining
the Bank’s budget before it is submitted to the Council
of Regency for approval. In the last financial year, the
composition of this committee was expanded. It is now
chaired by a member of the Board of Censors and also
comprises three Regents, two additional Censors, the
representative of the Minister of Finance and — in an
advisory capacity — the member of the Board of Directors
responsible for the Controlling Department.
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In 2011 the Budget Committee was composed as
follows:

Chairman: Baron Paul Buysse, Censor

Mr Pierre Wunsch, Director

Mr Gérald Frere, Regent

Mrs Martine Durez, Regent

Mr Rudi Thomaes, Regent

Mr Philippe Grulois, Censor

Mr Bernard Jurion, Censor

Mr Olivier Henin, representative of the Minister of Finance

This committee met once in 2011. At that meeting,
Director Pierre Wunsch commented on the key facts con-
cerning the budget. Special attention was paid to deve-
lopments concerning general expenses, staff costs and
the workforce, and the plans for reimbursement of past
and current medical expenses. The Budget Committee
considered it important that the 2012 budget should take
account both of the Bank’s general strategy and of the
macroeconomic forecasts for 2012. Following an in-depth
discussion, the Budget Committee approved the budget
proposals for 2012.

REMUNERATION COMMITTEE

The Remuneration Committee’s function is to advise the
Council of Regency on the remuneration of the members
of the Board of Directors, the Regents and Censors. It
comprises two Regents, two Censors and the representa-
tive of the Minister of Finance. The Governor attends the
Remuneration Committee meetings as an adviser when it
is discussing the remuneration of the other members of
the Board of Directors.

In 2011 the Remuneration Committee was composed
as follows:

Chairman: Baron Paul Buysse, Censor

Mrs Martine Durez, Regent

Mr Didier Matray, Regent

Mrs Francine Swiggers, Censor

Mr Olivier Henin, representative of the Minister of Finance

The Remuneration Committee met twice in 2011. At
those meetings, it analysed, assessed and confirmed
the remuneration policy and the current remuneration.
The minutes are included in the remuneration report
(see point 2.1.10 of this Report).
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SPECIAL FUND COMMITTEE

The Special Fund Committee is responsible for examining
the allocation of the Special Fund for sponsorship by the
Bank, prior to its approval by the Council of Regency. It is
chaired by the Governor and also comprises two Regents,
two Censors and one member of the Board of Directors.

In 2011, the Special Fund Committee was composed
as follows:

Chairman: Mr Luc Coene, Governor
Mrs Francoise Masai, Vice-Governor
Mr Luc Cortebeeck, Regent

Mr Didier Matray, Regent

Mr Philippe Grulois, Censor

Mr Jean-Francois Hoffelt, Censor

The Special Fund Committee met once in 2011. On that
occasion, it examined the various proposals for Bank
sponsorship.

REPRESENTATIVE OF THE MINISTER OF FINANCE

In the last financial year, the post of representative of the
Minister of Finance was held by Mr Olivier Henin with effect
from 22 March 2011, as the successor to Mr Pierre Wunsch.

GENERAL MEETING OF SHAREHOLDERS

At the Ordinary General Meeting on 30 May 2011, the
Governor and Director De Wachter reported on the opera-
tions of the financial year 2010. The Governor then read out
the report of the Works Council on the annual information.
The members of the Board of Directors answered numerous
questions. Finally, the shareholders present conducted the
necessary elections to fill the vacant posts of Regent and
Censor and to appoint the auditor. At the Extraordinary
General Meeting on 30 May 2011, the Bank's Statutes
were amended, in particular to bring them into line with
the Law of 20 December 2010 on the exercise of certain
rights of listed company shareholders. The minutes of these
two General Meetings are available on the Bank's website.

AUDITOR

The firm Ernst & Young Bedrijfsrevisoren/Réviseurs
d’entreprises, represented by Mrs Christel Weymeersch,
acts as the Bank’s auditor and was appointed by the
Ordinary General Meeting on 30 March 2011 for a rene-
wable term of three years.
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2.1.10 Remuneration report

2.1.10.1 PROCEDURE FOR DEVELOPING THE
REMUNERATION POLICY AND DETERMINING
REMUNERATION

The Council of Regency is authorised to determine
the remuneration policy and the remuneration of the
members of the Board of Directors, including that of
the Governor, the Council of Regency and the Board
of Censors. The Council of Regency is assisted by the
Remuneration Committee in the exercise of that power.
The role, composition and functioning of the latter are set
out in the Remuneration Committee regulations, available
on the Bank’s website.

On the recommendation of the Remuneration Committee,
the Council of Regency decided to assess at least once a
year the principles underlying the remuneration policy
and the actual remuneration. In other words, the Council
of Regency meets at least once a year to discuss remu-
neration. In addition, the Council of Regency may at any
time decide to hold additional meetings on this subject,
e.g. in response to reports which it receives from the
Remuneration Committee, which meets at least twice a
year.

The remuneration policy and the remuneration paid are
discussed in the remuneration report which is included in
the Management Report each year. The present remune-
ration report relating to the year 2011 was prepared
by the Remuneration Committee at its meetings on
7 December 2011 and 15 February 2012, and approved
by the Council of Regency, in accordance with Article 30.5
of the Statutes, at its meeting on 28 March 2012.

2.1.10.2 DECLARATION ON THE REMUNERATION POLICY
PRINCIPLES UNDERLYING THE REMUNERATION
GOVERNOR, VICE-GOVERNOR AND DIRECTORS

The Council of Regency determines the salaries and
pensions of members of the Board of Directors. The
latter cannot be present during the discussions or the
voting by the Council of Regency concerning their own
remuneration. For many years, the Council of Regency
has pursued a policy of setting the remuneration of
every new Governor, Vice-Governor or Director at the
level of his predecessor. That practice is reviewed peri-
odically, on the recommendation of the Remuneration
Committee and taking account of the principles set
out below.
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The basic principle is that the Governor, Vice-Governor
and other members of the Board of Directors are entitled
to fair remuneration, commensurate with their responsi-
bilities, making it possible to attract and motivate compe-
tent administrators.

Since the Bank, being a central bank, is unlike other
listed companies in that maximising profits is not its
primary objective, the Organic Law stipulates that the
remuneration of the Governor, the Vice-Governor and
the Directors must not include a share in the profits.
Consequently, their remuneration consists solely of a
fixed component, with no variable element. No bonuses
are paid.

The Governor and the other members of the Board of
Directors hand over to the Bank the remuneration that
they receive in respect of any external posts held in con-
nection with their position at the Bank. As the sole excep-
tion to this principle, the Council of Regency decided, on
the proposal of the Remuneration Committee, that the
Governor could keep the fee that he receives as a direc-
tor of the Bank for International Settlements. Conversely,
the Bank no longer pays the cost of accommodation and
furnishings for the Governor.

The salaries of the members of the Board of Directors are
index-linked in line with the health index.

The Bank's code of ethics prohibits the Governor, Vice-
Governor and Directors from acquiring shares in the Bank.
Any shares which they already own at the time of their
appointment cannot be traded until their term of office
has expired, except with the express prior consent of the
Board of Directors.

There is a pension plan for members of the Board of
Directors, offering them a supplementary pension in addi-
tion to the statutory pension. The supplementary pen-
sion plan is a “defined benefits” plan. The total pension
(statutory and extra-statutory rights) of the members of
the Board of Directors is limited in accordance with the
Law of 5 August 1978 on economic and fiscal reforms
(the Wyninckx Law).

REGENTS AND CENSORS

The Regents and Censors receive attendance fees and,
if appropriate, travel expenses. The amount of these
allowances is fixed by the Council of Regency, subject to
the supervision of the Minister of Finance, exercised by
his representative, and on the recommendation of the
Remuneration Committee.
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The amount of the attendance fees comprises only a fixed
component, with no variable element, and is granted
for each meeting actually attended by members of the
Council of Regency and the Board of Censors. The same
attendance fees are paid to the Regents and Censors
for each meeting attended by the members of the
Remuneration Committee, the Budget Committee and
the Special Fund Committee, except if the meeting is held
on the same day as a meeting of the Council of Regency
or the Board of Censors.

The amount of the attendance fees is index-linked annu-
ally according to the movement in the health index, and
is assessed periodically by the Council of Regency, on the
recommendation of the Remuneration Committee.

PROPORTIONS OF THE VARIOUS REMUNERATION
COMPONENTS

As explained above, the remuneration of the Governor,
Directors, Regents and Censors comprises only a fixed
component, and no variable remuneration is paid.

CHARACTERISTICS OF PERFORMANCE BONUSES

No performance bonuses are paid in any form to the
Governor, Directors, Regents and Censors.

INFORMATION ON THE REMUNERATION POLICY
FOR THE NEXT TWO FINANCIAL YEARS

At its meeting on 28 March 2012, the Council of
Regency analysed, assessed and confirmed the remu-
neration policy as described in this report, on the rec-
ommendation of the Remuneration Committee. It did
not propose any major changes for the coming financial
years. However, the Council of Regency, on the reasoned
recommendation of the Remuneration Committee,
decided that, from 1 January 2012, the salaries of the
members of the Board of Directors, the Regents and
Censors would be subject to a scale increase of 0.30 %,
in line with the central agreement for staff members.
Finally, the Council of Regency, on the reasoned recom-
mendation of the Remuneration Committee, decided
that, from 1 January 2012, the calculation method and
rules for granting travel expenses to the Regents and
Censors would be aligned with the rules of tax law (fixed
allowance per kilometre).
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2.1.10.3 ATTENDANCE FEES PAID TO REGENTS AND
CENSORS

The fee for attending the meetings of the Council
of Regency, the Board of Censors, the Remuneration
Committee, the Budget Committee and the Special Fund
Committee stood at € 482 gross per meeting attended
in 2011.

(in €)

Attendance Travel Total 2011

fees allowance

Regent
Gérald Frere ........... 9 640.00 685.00 10 325.00
Jacques Forest®™ ... ... 3374.00 95.55 3469.55
Luc Cortebeeck ........ 9 158.00 9 158.00
Martine Durez ......... 13 496.00 13 496.00
Rudi Thomaes .......... 12 050.00 12 050.00
Didier Matray .......... 13 014.00 1286.55 14 300.55
Rudy De Leeuw ........ 11 568.00 11 568.00
Piet Vanthemsche® .. ... 2410.00 76.25 2 486.25
Karel Van Eetvelt ....... 11 568.00 11 568.00
Michéle Detaille ........ 12 532.00 1701.70 14 233.70
Jean-Francois Cats® .... 6748.00 6 748.00
Sonja De Becker® . ... .. 6 266.00 198.25 6 464.25
Censor
Paul Buysse ............ 4338.00 446.85 4784.85
Philippe Grulois ........ 1928.00 152.20 2080.20
Jean-Francois Hoffelt ....  3856.00 3 856.00
Bernard Jurion ......... 4.338.00 428.85 4766.85
Luc Carsauw ........... 1928.00 1928.00
Michel Moll ............ 2 892.00 2 892.00
Jean-Francois Cats® .... 1446.00 1 446.00
Jan Vercamst ........... 3856.00 237.20 4093.20
Francine Swiggers ...... 2892.00 2 892.00
Jean Eylenbosch ........ 2892.00 2892.00
David Szafran® ... ... ... 2 410.00 2 410.00

Member of the Council of Regency until 31 March 2011.

Member of the Council of Regency until 31 March 2011.

Member of the Council of Regency with effect from 30 May 2011.
Member of the Council of Regency with effect from 30 May 2011.
Member of the Board of Censors until 30 May 2011.

Member of the Board of Censors with effect from 30 May 2011.

(
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2.1.10.4 INFORMATION ON THE AMOUNT OF THE
REMUNERATION PAID TO MEMBERS OF THE
BOARD OF DIRECTORS AS MEMBERS OF THE
COUNCIL OF REGENCY

The Governor, Vice-Governor and Directors do not receive
any payment for the duties which they perform in the
Council of Regency. Neither do they receive any payment
for their positions on the Remuneration Committee, the
Budget Committee and the Special Fund Committee.

2.1.10.5 CRITERIA FOR ASSESSING PERFORMANCE IN
CONNECTION WITH THE PAYMENT OF VARIABLE
REMUNERATION

As already stated, the remuneration of the Governor,
Directors and Censors comprises solely a fixed component
and no variable remuneration is paid.

2.1.10.6 REMUNERATION AND OTHER BENEFITS GRANTED
TO THE GOVERNOR, VICE-GOVERNOR AND
OTHER MEMBERS OF THE BOARD OF DIRECTORS

For the 2011 financial year, the gross salary for the post
of Governor is € 520 117. That amount was paid pro rata
to the honorary Governor Guy Quaden for the period
from 1 January 2011 to 31 March 2011, and to the
Governor Luc Coene for the period from 1 April 2011 to
31 December 2011. These amounts are paid on the basis
of self-employed status.

The gross salary for the post of Vice-Governor is€ 417 788.
For the 2011 financial year, that amount was paid pro
rata to Luc Coene for the period from 1 January 2011
to 31 March 2011 and to Vice-Governor Francoise Masai
for the period from 1 April 2011 to 31 December 2011.
These amounts are paid on the basis of self-employed
status.

The gross salary for the post of Director is € 359 279. For
the 2011 financial year, that amount was paid pro rata to
Francoise Masai for the period from 1 January 2011 to
31 March 2011, to honorary Director Peter Praet for the
period from 1 January 2011 to 31 May 2011, to Director
Mathias Dewatripont for the period from 18 May 2011 to
31 December 2011 and to Director Pierre Wunsch for the
period from 1 June 2011 to 31 December 2011. These
amounts are paid on the basis of self-employed status.

In accordance with the principles of the Organic Law
and the remuneration policy determined by the Council
of Regency, no variable remuneration is paid to the
Governor, Vice-Governor and other members of the
Board of Directors.
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Under the pension plan, the employer’s contribution for
the 2011 financial year is € 1.1 million. This amount
represents both the supplements paid on the individual
contracts of the members of the Board of Directors and
the (non-individualised) amount paid into the financing
fund to spread the contributions evenly over time.

Members of the Board of Directors are provided with a
company car. For the past financial year, the value of this
benefit in kind is assessed as € 2 174.48 for the Governor,
€2 195.21 for the Vice-Governor and € 14 264.16 for
the other Directors taken together.

2.1.10.7 SHARES, SHARE OPTIONS AND OTHER RIGHTS TO
ACQUIRE SHARES IN THE BANK

The Bank does not grant any shares, share options or
other rights to acquire shares in the Bank to the Governor,
Directors, Regents and Censors.

2.1.10.8 PROVISIONS ON SEVERANCE PAY FOR MEMBERS
OF THE BOARD OF DIRECTORS

Pursuant to Article 26 of the Organic Law, the Governor,
Vice-Governor and other members of the Board of
Directors may not hold any office in institutions which are
subject to the Bank’s supervision until one year after lea-
ving office. On the recommendation of the Remuneration
Committee, the Council of Regency therefore decided
that, as a general principle, a payment equivalent to
12 months’ salary can be made to members of the Board
of Directors whose term of office is not renewed, so long
as they do not take up any new professional activities
and have not attained the age of 67 years. The Council
of Regency will always ensure that these conditions are
fulfilled on a case-by-case basis.

2.1.10.9 DECISIONS ON SEVERANCE PAY

No severance pay was granted.

2.1.10.10 RIGHT TO RECLAIM VARIABLE REMUNERATION
As already stated, the remuneration of the Governor,

Directors, Regents and Censors comprises solely a fixed
component and no variable remuneration is paid.
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Council of Regency

Luc Coene, GOVERNOR
Francoise Masai, vICE-GOVERNOR
Jan Smets, DIRECTOR

4 Marcia De Wachter, pirecTor

> Jean Hilgers, DIRECTOR

6 Norbert De Batselier, pirecTor
Mathias Dewatripont, biRecTor

& Pierre Wunsch, DIRECTOR

° Luc Dufresne, secrReTARY

0 Gérald Frére, ReGENT

" Luc Cortebeeck, REGENT

2 Martine Durez, REGENT

3 Rudi Thomaes, REGENT

4 Didier Matray, REGENT

> Rudy De Leeuw, REGENT

'6 Karel Van Eetvelt, recent
7 Micheéle Detaille, regent
'8 Jean-Francois Cats, REGENT
9 Sonja De Becker, REGENT

20 Olivier Henin, REPRESENTATIVE OF THE MINISTER OF FINANCE
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Board of Censors / Audit Committee

Paul Buysse

Philippe Grulois
Jean-Francois Hoffelt
Bernard Jurion

Luc Carsauw

Michel Moll

Jan Vercamst
Francine Swiggers

9 Jean Eylenbosch
10 David Szafran

% \
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2.2 Annual accounts

2.2.1 Balance Sheet

(before distribution of profit)

ASSETS
(in € thousand)

1. Gold and gold receivables ............ ... ... ...

2. Claims on non-euro area residents denominated in foreign currency ..
2.1 Receivables from the IMF . ... ... .
2.2 Balances with banks and security investments, external loans

and other external @ssets . ........... ..

3. Claims on euro area residents denominated in foreign currency ......

4. Claims on non-euro area residents denominated in euro .............

5. Lending to euro area credit institutions related to monetary policy
operations denominated ineuro .................
5.1 Main refinancing operations ............ ...
5.2 Longer-term refinancing operations ................ ... . i
5.3 Fine-tuning reverse operations .............. ...
5.4 Structural reverse Operations . ... ... ..........ii
5.5 Marginal lending facility .............
5.6 Credits related to margin calls ............ ... . ... ... . ... ... ...

6. Other claims on euro area credit institutions denominated in euro

7. Securities of euro area residents denominated ineuro ...............
7.1 Securities held for monetary policy purposes ........................
7.2 Other securities ............. .o i

8. Intra-Eurosystem claims . ........... .. ...
8.1 Participating interest in ECB capital .............. ... ... ... ... ...,
8.2 Claims equivalent to the transfer of foreign currency reserves .........

8.3 Net claims related to the allocation of euro banknotes
within the Eurosystem . ... . . . .

8.4 Other claims within the Eurosystem (net) ...........................

9. Other assets ... ...
9.1 CoiNS Of BUIO @A ...ttt
9.2 Tangible and intangible fixed assets ................................
9.3 Other financial assets ........... ... .. . . . .
9.4 Off-balance-sheet instruments revaluation differences ................
9.5 Accruals and prepaid expenditure ............... .
0.6 SUNAIY .o

Total @ssets .. ... ...

See note 31-12-20M 31-12-2010
below

1 8 898 631 7719706
2 13927 309 12409 314
7814 313 6 623 526
6112 996 5785788
3 7895734 420739
4 772 684 582 177
5 40 420 650 7 215 000
8211000 3100 000
17 965 000 4115 000
14 244 650 -
6 9 234 449 2 299 437
7 23395 730 19 088 255
9113796 4768 180
14 281 934 14 320 075
8 17 972 233 20 051 968
220584 180 157
1397 304 1397 304
16 354 345 18 474 507
9 5197 597 4911 442
9997 13362
394 590 383914
4 084 389 3904 369
627 276 541 293
81345 68 504
127 715017 74 698 038
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LIABILITIES
(in € thousand)

See note 31-12-2011 31-12-2010
below
1. Banknotes in circulation ......... ... ... ... 10 28 342 790 26 849 471
2. Liabilities to euro area credit institutions related to monetary policy
operations denominated ineuro ........... ... . L. 11 22 569 665 12 995 940
2.1 Current accounts (covering the minimum reserve system) ........... 9612 694 11777 570
2.2 Deposit facility ... 10 796 971 718 370
2.3 Fixed-term deposits .. ... ... 2 160 000 500 000
2.4 Fine-tuning reverse operations . ................ ... - -
2.5 Deposits related to margin calls ................ ... . - -
3. Other liabilities to euro area credit institutions denominated in euro 12 - 21906
4. Liabilities to other euro area residents denominated ineuro ......... 13 540 374 131 343
4.1 General governmMENt .. ... ... 65 330 82277
4.2 Other liabilities . ... ... 475 044 49 066
5. Liabilities to non-euro area residents denominated ineuro .......... 14 339 995 268 792
6. Liabilities to euro area residents denominated in foreign currency . . .. 15 1264 394 679 502
7. Liabilities to non-euro area residents denominated in foreign currency 16 1739702 1657312
8. Counterpart of special drawing rights allocated by the IMF ......... 17 5130512 5002 973
9. Intra-Eurosystem liabilities ............. ... ... ... il 18 52 859 185 13 870 537
9.1 Liabilities related to promissory notes backing the issuance
of ECB debt certificates .......... ... - -
9.2 Net liabilities related to the allocation of euro banknotes
within the EUrosystem . ....... ... i - -
9.3 Other liabilities within the Eurosystem (net) ....................... 52 859 185 13870537
10. Other liabilities .......... .. ... . . . . . . 19 895018 742 945
10.1 Off-balance-sheet instruments revaluation differences .............. 303 053 65811
10.2 Accruals and income collected in advance ........................ 20719 21470
10.3 SUNAIY oo 571 246 655 664
T1. Provisions . ... ... . 20 33643 78 240
11.1 For future exchange losses ......... ... ... .. . . . ... - -
11.2 FOr NEW PreMISES . ..o\ttt - -
11.3 FOr contingencies .. .........oiiuiri i - -
11.4 In respect of monetary policy operations ......................... 33643 78 240
12. Revaluation accounts ......... ... .. i 21 9013 808 7 689 840
13. Capital, reserve fund and available reserve ......................... 22 4086 842 3877208
13.1 Capital .. 10 000 10 000
13.2 Reserve fund:
STatUtOry r8SEIVE . ...t 1168 694 1168 694
Extraordinary reServe . ... ... ... 1150 790 1150 790
Amortisation accounts in respect of tangible and intangible
fixed a@ssets ... 342 029 340 402
13.3 Available reserve ... ... .. 1415329 1207 322
14. Profit for the financial year ...... ... ... .. ... ... ... ... ... 23 899 089 832029
Total liabilities ........ .. ... . . . .. . . 127 715 017 74 698 038
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2.2.2 Profit and loss account

(in € thousand)

See note 31-12-2011 31-12-2010
below

1. Netinterest income ..... ... ... . . . . ... 24 1175478 943 380
1.1 Interest income ! L 1654 136 1375 550
1.2 Interest expense @ -478 658 -432 170
2. Net result of financial operations, write-downs and provisions ...... 25 -10 194 43518
2.1 Realised gains/losses arising from financial operations®™@ . ........... 49 967 103 455
2.2 Write-downs on financial assets and positions@ . ................... -60 161 -59 937
2.3 Transfer to/from provisions .......... ... ... .. - -
3. Net income/expense from fees and commissions ................... 26 4172 7033
3.1 Fees and commissions iNCOME . ....... ... iiiiiiieiiiinan 10 904 15024
3.2 Fees and commissSionNs eXPENSE .. ... ...ttt -6 732 -7 991
4. Income from equity shares and participating interests™ ............. 27 44905 91719
5. Net result of pooling of monetary income ......................... 28 29923 49 195
6. Otherincome ... ... . . . . . 29 110 098 70 561
7. Staff costs ... ... 30 -261285 -203 235
8. Administrative eXpenses ... ......... ... 31 -84 200 -79 109
9. Depreciation of tangible and intangible fixed assets ................ 32 -6 011 -3331
10. Banknote production services ............... ... i n. n.
11. Other @Xpenses . . ... ...t - -
12. Corporation tax . ...............uiiiit 35 -103 797 -87 702
Profit for the year ... ... .. .. . . . . . . . . . 899 089 832 029

(1) Of which proceeds from statutory investments:
T Interest iNCOME . . ..o L oL 137 468 127 694
1.2 INerest eXPENSE . . o o o i =24 -194
2.1 Realised gains/losses arising from financial operations . ... ......... ... ... ... . ... ... 66 5912
4. Income from equity shares and participating interests . . . ... .. ... ... L L 16 366 40 768
TOtal . o 153 876 174180

(2) Of which due to () / by (+) the State:

T.2 Interest @XPENSe . . . . . -36 638 -35591
2.1 Realised gains/losses arising from financial operations . . . ... ... ... ... ... ... ... -4 574 -131688
2.2 Write-downs on financial assets and positions . . . ... ... ... ... - 37
TOAl . vttt -41212 -167 242
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2.2.3 Allocation of profit

(in € thousand)

See note 2011 2010
below
Profit for the financial year ..... ... ... .. ... .. . i 36 899 089 832029
The annual profits shall be distributed as follows,
in accordance with Article 32 of the Organic Law:
1. Afirst dividend of 6 % of the capital shall be allocated to the shareholders 600 600
2. From the excess, an amount proposed by the Board of Directors
and established by the Council of Regency, totally independently,
shall be allocated to the reserve fund or to the available reserves ... ... 224772 208 007
3. From the second excess, a second dividend, established by the Council of
Regency, forming a minimum of 50 % of the net proceeds from the assets
forming the counterpart to the reserve fund and available reserves shall be
allocated to the shareholders ......... ... ... . ... .. . . 56 104 65 848
4. The balance shall be allocated to the State; it shall be exempt
from corporation taxX ............. i 617613 557 574
2.2.4 Dividend per share
(in €)
2011 2010
Gross dividend ... ... 141.76 166.12
WiIthholding tax . ... 35.44 41.53
Net dividend .. ... ... 106.32 124.59

In accordance with the decision of the General Meeting of 30 March 2009, the dividend will be payable from the
fifth bank working day following the general meeting namely 5 June 2012, on presentation of coupon No. 210.
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2.2.5 Off-Balance-Sheet Items

(in € thousand)

Forward transactions in foreign currencies and in euro

Forward claims .. ... .. ...

Forward liabilities .. ... ... . . . .

Forward transactions on interest rate and fixed-income securities .............

Liabilities which could lead to a credit risk

Commitments towards international institutions ..........................

Commitments towards other institutions ................. ... ... ... .....

Valuables and claims entrusted to the institution

For encashment ... ... .. ... . . .

Assets managed on behalf of the Treasury ........... ... ... ... .. .. ...

Assets managed on behalf of the ECB .................. ... ... ... .....

Custody deposits ... ...

Capital to be paid up on participations .............. ... ... .. .

See note 31-12-2011 31-12-2010
below

37

12522 762 4366 814

12 832 865 4 429 064

38 51 385 196 602
39

5155 345 5145 020

501 356 1210189
40

63 154

75214 64 828

1542 996 1450 693

756 934 279 707 925 800

41 263 378 298 262
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2.2.6 Social Balance Sheet

1. Statement of persons employed

A. WORKERS ENTERED IN THE STAFF REGISTER

Full-time Part-time Total (T) or total in full-time equivalents (FTE)
2011 2010
1. In the financial year and the previous year
Average number of workers .................... 1481.24 928.67 2213.01 (FTE) 2 079.48 (FTE)
Actual number of hours worked ................ 2213765 1095 905 3309670 (T) 3113475 (M)
Staff costs (in € thousand) ..................... 163813 66 359 230172 (M) 194415  (T)
Value of benefits granted in addition to wages
(in€thousand) .............. ... ... - - 3375 (M 2558 (1)
2. At the end of the financial year
a. Number of workers entered
in the staff register 1498 947 2 244.58 (FTE)
b. By type of employment contract
Permanent contract ............. ... ... .. 1432 942 2 176.78 (FTE)
Fixed-term contract ................ ... ... ..... 66 5 67.80 (FTE)
Contract for a specific project .................. - - -
Substitution contract ......... .. ... . L. - - -
¢. By gender and standard of education
MEN 1149 384 1 474.95 (FTE)
Primary ... 1 5 15.30 (FTE)
Secondary ... 448 219 632.95 (FTE)
Higher non-university .......... ... ... ... ... 264 80 332.20 (FTE)
university ... 426 80 494.50 (FTE)
Women ... 349 563 769.63 (FTE)
Primary ... 11 15 22.43 (FTE)
Secondary ... 175 339 424.25 (FTE)
Higher non-university ............ ... ... ... 60 127 154.45 (FTE)
University ... 103 82 168.50 (FTE)
d. By occupational category
Management personnel ........................ 20 - 20 (FTE)
Non-manual workers . ......................... 1478 947 2 224.58 (FTE)

Manual workers . ... ... ... - - -
Other ... .. - - -
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B. TEMPORARY STAFF AND PERSONS MADE AVAILABLE TO THE FIRM

Temporary staff Persons
made available
to the firm
During the year
Average number of persons employed .......... ... .. 0.85 -
Actual number of hours worked . ......... ... . . ... 1349 -
Costs to the firm (in € thousand) . ......... .. ... . . . . . . . . . . . . .. 40 -
2. Table of staff movements during the year
A. STAFF ENTERING SERVICE
Full-time Part-time Total
in full-time
equivalents
a. Number of workers entered in the staff register
duringtheyear ...... ... . ... ... ... .. 480 67 532.28
b. By type of contract of employment
Permanent contract .......... ... ... ... 162 55 207.38
Fixed-term contract ........... ... ... .. ... ... 318 12 324.90
Contract for a specific project ....................... ... - - -
Substitution contract ............ . - - -
B. STAFF LEAVING
Full-time Part-time Total
in full-time
equivalents
a. Number of workers whose contract
termination date was recorded in the staff register
during theyear ...... ... . ... . .. 335 18 347.40
b. By type of employment contract
Permanent contract ............. ... ... 15 5 19.25
Fixed-term contract ......... .. ... ... ... .. ... ... ... .. .. 320 13 328.15
Contract for a specific project .......................... - - -
Substitution contract ......... . - - -
¢. Reason for termination of contract
Retirement .. ... .. 3 - 3
Early retirement ... . .. - - -
Dismissal ............ .. 7 1 7.80
Other reasons ............... . 325 17 336.60

of which: number of persons continuing to work
for the firm at least half time
on a self-employed basis ................... -
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3. Information on training for workers during the year

Men Women
1. Formal further vocational training at the employer’s expense
Number of workers concerned ......... ... .. .. . ... ... .. 1082 593
Number of hours of training completed .............. ... ... ... ....... 29302 15351
Net cost to the firm (in € thousand) ......... ... ... ... ... ... .......... 4014 2103
of which:
Gross cost directly relating to training (in € thousand) ............... 4014 2103
Contributions and payments to communal funds (in € thousand) ... ... - -
Subsidies and other financial benefits received (to be deducted)
(in€thousand) ......... ... . . . . . ... - -
2. Semi-formal or informal further vocational training
at the employer’s expense
Number of workers concerned ....... .. ... . . . ... 1368 691
Number of hours of training completed ................................ 28725 14512
Net cost to the firm (in € thousand) .......... ... ... ... ... ... ......... 1812 915

3. Basic vocational training at the employer’s expense
Number of workers concerned ........ ... ... ... - -
Number of hours of training completed ................................ - -

Net cost to the firm ... .. .. . . . - -
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2.2.7 Notes to the annual accounts
2.2.7.1 LEGAL FRAMEWORK

The annual accounts are drawn up in accordance with
Article 33 of the Law of 22 February 1998 establishing the
Organic Statute of the National Bank of Belgium, which
provides that:

“The accounts and, if appropriate, the consolidated
accounts of the Bank shall be drawn up:

1. in accordance with this Law and the mandatory rules
drawn up pursuant to Article 26.4 of the Protocol on
the Statute of the European System of Central Banks
and of the European Central Bank,

2. and otherwise in accordance with the rules laid down
by the Council of Regency.

Articles 2 to 4, 6 to 9 and 16 of the Law of 17 July 1975
on business accounting and their implementing decrees
shall apply to the Bank with the exception of the decrees
implementing Articles 4 (6) and 9, § 2.”

The mandatory rules referred to in Article 33 (1) are
defined in the Guideline of the ECB of 11 November 2010
on the legal framework for accounting and financial
reporting in the European System of Central Banks (recast)
(ECB/2010/20), OJ L35 of 09/02/2011, as amended by
the Guideline dated 21 December 2011 (ECB/2011/27),
OJ L 19 of 24/01/2012.

In accordance with Article 20 § 4 of the Organic Law, the
Council of Regency approves the expenditure budget and
the annual accounts presented by the Board of Directors.
It finally determines the distribution of the profits pro-
posed by the Board of Directors.

The accounts for the financial year under review have
been drawn up in accordance with the above-men-
tioned Article 33, adhering to the format and the
accounting rules approved by the Council of Regency on
14 December 2011.

They are presented in thousands of euro unless otherwise
stated.
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2.2.7.2 ACCOUNTING PRINCIPLES AND VALUATION RULES

I. MANDATORY ACCOUNTING RULES UNDER THE
ESCB/ECB STATUTES

The accounts, which are drawn up on the basis of his-
torical cost, are adjusted to reflect the valuation at market
prices of negotiable instruments (other than the statutory
portfolio, the held-to-maturity portfolio and the portfolios
held for monetary policy purposes), of gold and of all the
elements, both on-balance-sheet and off-balance-sheet,
denominated in foreign currencies.

Spot and forward foreign exchange transactions are
recorded off-balance-sheet on the contract date and
shown on the balance sheet on the settlement date.

1. Assets and liabilities in gold and foreign
currencies

The Belgian State’s official foreign exchange reserves,
which are shown on the balance sheet, are held and
managed by the Bank. Assets and liabilities in gold
and foreign currencies are converted into euro at the
exchange rate in force on the balance sheet date.
Foreign currencies are revalued on a currency-by-currency
basis; the revaluation includes both on-balance-sheet and
off-balance-sheet items.

Securities are revalued at market prices separately from
the revaluation of foreign currencies at their market
exchange rates. Gold is revalued on the basis of the price
in euro per fine ounce as derived from the quotation in
USD established at the time of the London fixing on the
last working day of the year.

2. Fixed-income securities

Fixed-income negotiable securities, excluding those in
the statutory portfolio and those held to maturity or for
monetary policy purposes, are valued at the market price
prevailing on the balance sheet date. Securities are reva-
lued individually.

The held-to-maturity portfolio consists exclusively of fixed
or determinable income securities and fixed term securi-
ties which the Bank has the express intention to hold to
maturity. The securities are treated as a separate portfolio
and valued at the amortised purchase price, on the basis
of their actuarial yield. The same applies to securities held
for the purpose of monetary policy.
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3. (Reverse) repurchase agreements

A repurchase agreement is a sale of securities in which
the transferor expressly undertakes to repurchase them
and the transferee expressly agrees to sell them back at
an agreed price and on an agreed date. The transferor
records, on the liabilities side of the balance sheet, the
amount of the liquidity received as a debt to the trans-
feree, and values the securities ceded in accordance with
the accounting rules applicable to the securities portfolio
in which they are held.

The transferee, for his part, records on the assets side of
his balance sheet a claim on the transferor corresponding
to the amount paid out, while the securities acquired are
not recorded in the balance sheet but off-balance-sheet.
The above-mentioned transactions are regarded by the
Bank as repurchase agreements or reverse repurchase
agreements depending on whether it acts as transferor or
transferee of the securities.

Repurchase agreements and reverse repurchase agree-
ments denominated in foreign currencies have no effect
on the position in the currency in question.

4. Share in the capital of the ECB

Pursuant to Article 28 of the Statutes of the ESCB and of
the ECB, the national central banks (NCBs) are the sole
subscribers to the capital of the ECB. Subscriptions depend
on the ECB’s capital subscription key which is determined
in accordance with Article 29 of the ESCB Statute.

5. Banknotes in circulation

The ECB and the NCBs of the countries which have
adopted the euro, and which together comprise the
Eurosystem, issue euro banknotes™. The total value of the
euro banknotes in circulation is allocated on the last wor-
king day of each month in accordance with the banknote
allocation key.

8 % of the total value of the banknotes in circulation is
allocated to the ECB, while the remaining 92 % is allo-
cated to the NCBs according to their weightings in the
capital key of the ECB. The share of banknotes allocated
to each NCB is disclosed under the balance sheet liability
item ‘Banknotes in circulation’.

The difference between the value of the euro banknotes
allocated to each NCB in accordance with the banknote
allocation key and the value of the euro banknotes that
is actually put into circulation by each NCB gives rise
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to intra-Eurosystem balances. These claims or liabilities,
which incur interest, are disclosed under the sub-item
‘Net claims/liabilities related to the allocation of euro
banknotes within the Eurosystem'.

6. Determination of the result

6.1 The result is determined in accordance with the fol-
lowing rules:

— income and expenses are recognised in the finan-
cial year in which they are earned or incurred;

— realised gains and losses are taken to the profit and
loss account;

— at the end of the year, positive revaluation dif-
ferences (on securities and foreign reserves) are
not shown in the profit and loss account but are
recorded in the revaluation accounts on the liabili-
ties side of the balance sheet;

— negative revaluation differences are first of all
deducted from the corresponding revaluation
account, any balance then being taken to the profit
and loss account;

— losses included in the profit and loss account are
not offset during subsequent years by new positive
revaluation differences; negative revaluation diffe-
rences on a security, currency or asset in gold are not
netted either against positive revaluation differences
on other securities, currencies or assets in gold;

— for gold, no distinction is made between the price
and currency revaluation;

— in order to calculate the acquisition cost of securi-
ties or currencies that are sold, the average cost
method is used on a daily basis; at the end of the
year, if any negative revaluation differences are
taken to the profit and loss account, the average
cost of the asset in question (gold, currency or
security) is adjusted downwards to the level of the
current exchange rate or market price value.

6.2 Premiums or discounts arising from the difference
between the average acquisition cost and the
redemption price of securities are presented as part
of interest income and amortised over the remaining
life of the line of securities in question.

6.3 Interest accrued but not yet paid which influences
the foreign exchange positions is recorded daily and
converted at the exchange rate prevailing on the date
of recording.

(1) Decision of the ECB of 13 December 2010 on the issue of euro banknotes (recast)
(ECB/2010/29, OJ L35 of 09/02/2011).
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6.4 The amount of monetary income of each NCB in the
Eurosystem is determined by calculating the effective
annual income resulting from the earmarkable assets
held in counterpart to the liabilities items which serve
as the basis for calculation. This basis comprises the
following items:

— banknotes in circulation;

— liabilities to euro area credit institutions related to
monetary policy operations and denominated in
euro;

— net intra-Eurosystem liabilities resulting from
TARGET?2 transactions;

— net intra-Eurosystem liabilities relating to the allo-
cation of euro banknotes in the Eurosystem.

Any interest paid on liabilities included in the basis
for calculation will be deducted from the monetary
income pooled by each NCB.

The earmarkable assets consist of the following items:

— lending to euro area credit institutions related to
monetary policy operations denominated in euro;

— intra-Eurosystem claims in respect of the transfer of
foreign reserve assets to the ECB;

- netintra-Eurosystem claims resulting from TARGET2
transactions;

— net intra-Eurosystem claims relating to the alloca-
tion of euro banknotes in the Eurosystem;

— euro-denominated securities held for monetary
policy purposes;

— a limited amount of each NCB’s gold holdings, in
proportion to each NCB’s subscribed capital key.
Gold is considered to generate no income.

Where the value of an NCB's earmarkable assets
exceeds or falls short of the value of its liability base,
the difference is remunerated at the latest marginal
interest rate applicable to the main refinancing opera-
tions of the Eurosystem®,

6.5 The whole of the income of the ECB arising from

the 8 % share in euro banknotes allocated to it and
that arising from the Securities Markets Programme
(SMP) portfolio is payable to the NCBs in the financial
year in which it is generated. The ECB distributes that
income to the NCBs in January of the next financial
year. The whole of that income is distributed unless
the ECB’s net profit is less than its income on bank-
notes in circulation and SMP securities.
In addition, the Governing Council may decide,
before the end of the financial year, on the principle
of transferring all or part of that income to a provi-
sion for foreign exchange rate, interest rate, credit
and gold price risks®@.
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7. Off-balance-sheet instruments

Forward foreign exchange transactions, the forward leg
of currency swaps and any other foreign currency instru-
ments involving the exchange of one currency for another
at a future date are included in the net foreign exchange
position for the purpose of calculating the average cost
price and exchange gains and losses.

In the case of foreign exchange swaps, the forward posi-
tion is revalued at the same time as the spot position.
Since spot and forward amounts in foreign currencies
are converted to euro at the same exchange rate, they
do not influence the ‘Revaluation accounts’ item on the
liabilities side.

Interest-rate swaps and futures are revalued individu-
ally and recorded under the off-balance-sheet items. In
the case of futures, daily margin calls are recorded in
the profit and loss account and influence the foreign
exchange position.

Profits and losses arising from off-balance-sheet instru-
ments are recognised and treated in the same manner as
those appearing in the balance sheet.

8. Post-balance-sheet events

The assets and liabilities are adjusted to take account of
information obtained between the balance sheet date
and the date of adoption of the annual accounts by the
Bank’s Board of Directors if that information has a mate-
rial effect on the balance sheet asset and liability items.

Il. RULES PURSUANT TO THE ORGANIC LAWY,
LAWS, STATUTES AND CONVENTIONS

1. Gold and gold receivables

The capital gains realised by the Bank on arbitrage
transactions in gold assets against other external reserve
components are recorded in a special unavailable reserve
account in accordance with Article 30 of the Organic Law
and Article 54 of the Statutes.

(1) Decision of the ECB of 25 November 2010 on the allocation of monetary income
of the national central banks of Member States whose currency is the euro
(recast) (ECB/2010/23, OJ L35 of 09/02/2011) as amended by the Decision dated
3 November 2011 (ECB/2011/18, OJ L319 of 02/12/2011).

(2) Decision of the ECB of 25 November 2010 on the interim distribution of the
income of the ECB on euro banknotes in circulation and arising from securities
purchased under the Securities Markets Programme (recast) (ECB/2010/24, OJ L6
of 11/01/2011).
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2. IMF operations

Under Article 1 of the agreement of 14 January 1999
between the Belgian State and the Bank determining cer-
tain procedures for implementing Article 9 of the Organic
Law, the Bank carries the rights that the State holds as
a member of the IMF in its accounts as its own assets.
Article 9 (2) of the Organic Law goes on to stipulate that
the State shall guarantee the Bank against any loss and
shall guarantee the repayment of any credit granted by
the Bank for the purpose of these operations.

3. Loans granted and other operations
relating to financial stability

Under Article 9 (2) of the Organic Law, the State guar-
antees the Bank the reimbursement of any loan granted
in connection with its contribution to the stability of the
financial system, and guarantees the Bank against any
loss incurred as a result of any operation required in that
regard.

4. Treasury's current account

Pursuant to an agreement of 12 March 1999, the balance
of the Treasury’s current account bears interest, up to a
maximum figure of € 50 million, at the marginal interest
rate applying to the main refinancing operations.

5. Capital, reserve fund and available reserve
5.1 Capital

Under Article 4 of the Organic Law, the share capi-
tal, totalling € 10 million, is represented by 400 000
shares, which do not have any nominal value. The
share capital is fully paid-up.

The Belgian State holds 200 000 registered, non-
transferable shares, or 50 % of the total voting rights.

5.2 Reserve fund

The reserve fund, provided for in Article 31 of the
Organic Law, consists of the statutory reserve, the
extraordinary reserve and the amortisation accounts.

Its purpose is:

1° to make good the losses on the share capital;

2° to supplement the profits for the year up to an
amount equalling a dividend of 6 % of the capital.

Corporate Report |

On expiry of the Bank’s right of issue, the State
has a priority right to one-fifth of the reserve fund.
The remaining four-fifths are divided among all the
shareholders®.

5.3 Available reserve

The available reserve, provided for in Article 32 of
the Organic Law may, by decision of the Council of
Regency, be used to make good losses or to pay out
the dividend.

6. Determination of the result
6.1 Proceeds fully assigned to the State

By virtue of Article 30 of the Organic Law, the net
income from the assets which form the counterpart
to the capital gains realised by the Bank through
arbitrage transactions of gold assets against other
external reserve components, entered in a spe-
cial unavailable reserve account, is assigned to the
State. The implementing procedures relating to these
provisions are governed by an agreement dated
30 June 2005 between the State and the Bank, pub-
lished in the Moniteur belge/Belgisch Staatsblad of
5 August 2005.

In addition, the Bank pays annually to the Treasury,
in accordance with the Law of 2 January 1991 on
the market in public debt securities and monetary
policy instruments, a sum of € 24.4 million to com-
pensate for the additional expenses resulting for the
latter from the conversion, in 1991, of the Treasury’s
consolidated debt to the Bank into freely negotiable
securities.

6.2 Net foreign exchange differences accruing to the State

In accordance with Article 9 of the Organic Law, the
international monetary cooperation agreements or
transactions which the Bank carries out on behalf of
the State or with its express approval are guaranteed
by the State. Foreign exchange gains and losses rea-
lised on these operations accrue entirely to the State.

Pursuant to Article 37 of the Organic Law, capital
gains realised on the sale of gold to the Belgian Royal

(1) Pursuant to Article 141, § 9 of the Law of 2 August 2002 on the supervision
of the financial sector and on financial services, Article 31 (2) of the Law of
22 February 1998 establishing the Organic Statute of the National Bank of Belgium
is interpreted as meaning that the right of issue in question includes that which
the Bank may exercise pursuant to Article 106 (1) of the Treaty establishing the
European Community (Article 128(1) of the Treaty on the Functioning of the
European Union).
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Mint are handed over to the State. Sales of gold to
that Institution with a view to issuance by the State of
numismatic or commemorative coins may not exceed
2.75 % of the weight of gold shown under the assets
of the Bank as at 1 January 1987.

7. Profit distribution

Pursuant to Article 32 of the Organic Law, the profits for
the year are distributed as follows:

1. a first dividend of 6 % of the capital is assigned to the
shareholders;

2. of the remainder, an amount proposed by the Board of
Directors and determined by the Council of Regency,
totally independently, is assigned to the reserve fund or
to the available reserve;

3. from the surplus, a second dividend determined by the
Council of Regency is assigned to the shareholders,
totalling at least 50 % of the net proceeds from the
assets which are the counterpart of the reserve fund
and the available reserve;

4. the balance is assigned to the State; it is exempt from
corporation tax.

ACCOUNTING RULES ESTABLISHED BY THE
COUNCIL OF REGENCY

1. Participations in the statutory portfolio

The participations which the Bank holds in the form of
shares representing the capital of various institutions are
recorded in the balance sheet at their acquisition price, as
recommended by the said ECB Guideline.

2. Fixed-income securities held in the statutory
investment portfolio

These securities constitute a separate portfolio; they are
valued at their purchase price amortised on the basis of
their actuarial yield, as recommended by the said ECB
Guideline.

3. Ceiling on the portfolio of statutory
investments

The ceiling on the statutory investments is determined
annually at the time of the final profit distribution. It is
equal to the sum of the following elements:
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the capital;

— the reserve fund (statutory reserve, extraordinary reserve
and amortisation accounts);

— the available reserve;

— the additions to the reserves.

The valuation of the statutory investments is based on the
principles described in points 1 and 2 above.

4. Transfer of securities between different
portfolios

The transfer of securities between portfolios subject to
different accounting rules is effected at market price.

5. Tangible and intangible fixed assets

Land, buildings, plant, machinery, computer hardware
and software, furniture and vehicles are recorded at their
acquisition value.

Buildings under construction are recorded at the cost
actually paid.

Tangible and intangible fixed assets with a limited eco-
nomic life, acquired from the 2009 financial year onwards,
including ancillary costs, are written off in accordance with
the probable useful economic life accepted under the tax
rules.

Useful economic life of the principal items:

- land: unlimited
— buildings: 34 years
— renovations: 10 years
— furniture: 10 years
— software: 5 years
— machinery: 5 years
— security work: 3 years
— hardware: 3 years
6. Stocks

Supplies intended for the production of orders for third
parties, work in progress and the resulting finished pro-
ducts are valued at the material acquisition cost.

7. Corporation tax
Pursuant to Article 32 of the Organic Law, the balance

of the profits for the financial year assigned to the State
after profit distribution and allocations to the reserves
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is exempt from corporation tax. For the purpose of
calculating the average tax rate, in other words the ratio
between the tax due and the pre-tax profit, the share of
the profits accruing to the State is deducted from the
result for the financial year.

The calculation of the average tax rate takes account of
tax settlements for preceding financial years, regardless of
whether they are positive or negative.

8. Calculation of the second dividend

The net proceeds from the assets as defined in Article 32 (3)
of the Organic Law are equal to the gross proceeds after
deduction of the tax due, calculated at the average tax
rate defined in point 7 above.

The gross proceeds are equal to the proceeds from the

statutory investments, excluding the proceeds generated
by the capital, which is remunerated by the first dividend.

9. Off-balance-sheet items

Category of Valuation principle

off-balance-sheet items

Liabilities Commitments
which could lead towards
to a credit risk international Nominal value,
institutions currencies
converted

at the market
exchange rate

Commitments
towards

other
institutions

Valuables For encashment Nominal value
and claims
entrusted Assets managed

on behalf
of the Treasury

to the institution Nominal value/cost,

currencies converted
at the market

Assets managed exchange rate

on behalf
of the ECB

Nominal amount,
currencies converted
at the market
exchange rate

Custody deposits

Nominal amount,
currencies converted
at the market
exchange rate

Capital
to be paid up
on participations

Corporate Report |

2.2.7.3 NOTES TO THE BALANCE SHEET

Note 1. Gold and gold receivables

GOLD STOCKS

31-12-2011 31-12-2010
In ounces of finegold ........... 7312757.0 73143591
In kg of finegold .............. 227 452.2 227 502.0
At market price (in € million) .. ... 8898.6 7719.7

The reduction in gold stocks is due to the sale of 49.8 kg
of gold at market price to the Belgian Royal Mint.

As at 31 December 2011, 9 tonnes of gold were still avail-
able for the issue of numismatic or commemorative coins
by the State.

On the balance sheet date, gold is valued on the basis of
the euro price per fine ounce, notified by the ECB and
derived from the quotation in USD established at the
London fixing on 30 December 2011.

GOLD PRICE
(in €

31-12-2011 31-12-2010
Ounce of finegold ............. 1216.86 1 055.42
Kgof finegold ................. 39 123.08 33932.47

The Bank lent 84.3 tonnes of its gold assets, on average,
against guarantees covering 104 % of the credit risk.
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Claims on non-euro area residents
denominated in foreign currency

Note 2.

EXCHANGE RATES

(per €)

31-12-2011 31-12-2010
SDR . 0.8427 0.8642
USD ..o 1.2939 1.3362
JPY 100.2000 108.6500
CHF . 1.2156 1.2504

This item is broken down into two sub-items:

— receivables from the International Monetary Fund (IMF);

— balances held on accounts with banks which do not
belong to the euro area as well as loans made to non-
residents of the euro area, securities and other foreign
currency assets issued by the latter.

RECEIVABLES FROM THE IMF

RECEIVABLES FROM THE INTERNATIONAL MONETARY FUND

(in € million)

31-12-2011 31-12-2010
Special drawing rights ........... 5024.3 5101.4
Participation in the IMF .......... 1675.2 1034.0
Lloanstothe IMF ............... 972.6 341.5
Loans to the PRGT .............. 142.2 146.6
Total ......................... 7 814.3 6 623.5

SPECIAL DRAWING RIGHTS (SDR)

SDRs are reserve assets created ex nihilo by the IMF and
allocated by it to its members to supplement their existing
official reserves.

The SDRs allocated to IMF members may be sold in
exchange for convertible currency on the basis of swap
agreements freely concluded between member countries.
The agreement between the Bank and the IMF, which was
revised in October 2009, stipulates that the Bank’s SDR
holdings must total between 65 and 135 % of the net
cumulative allocation.
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As at 31 December 2011, the holding recorded on the
‘Special drawing rights’ account stood at SDR 4 233.9 mil-
lion against SDR 4 408.4 million a year earlier. The net SDR
holding, i.e. the difference between the SDR allocation
and the SDR holdings, stood at SDR 89.5 million on the
balance sheet date.

PARTICIPATION IN THE IMF

This liquid claim of Belgium on the IMF is also called
the reserve tranche position. It is equal to the dif-
ference between Belgium’s quota in the IMF, namely
SDR 4 605.2 million, and the Fund’s holdings of euro with
the Bank. The quota determines Belgium’s voting rights
in the IMF.

Belgium’s participation in the IMF may be called upon
at any time in order to obtain convertible currencies
for financing a balance of payments deficit. Changes in
the participation may also result from a contribution by
Belgium to the granting of credit by the IMF in favour of
member countries faced with the same type of deficit, or
from the repayment of such loans by those countries, as
well as from euro transactions carried out by the Fund
on its own behalf. The rate of interest on such loans is
adjusted weekly. On the balance sheet date, the reserve
tranche position amounted to SDR 1 411.6 million against
SDR 893.5 million a year earlier. This increase is due to net
loans to Fund member countries.

LOANS TO THE IMF

These receivables represent the counter-value of the loans
granted to the IMF by the Bank in its own name and the
claims of the Belgian State on the IMF in the event of
implementation of loan agreements intended to increase
the IMF's resources, namely the General Arrangements to
Borrow and the New Arrangements to Borrow.

In order to provide short-term financial resources for
the IMF, the European Union Member States decided
to supply bilateral financing of € 75 billion. Belgium is
contributing € 4.74 billion in the form of a bilateral loan
by the Bank to the IMF, guaranteed by the Belgian State.

As at 31 December 2011, the Bank's claims under this hea-
ding came to SDR 819.6 million, against SDR 295.2 million
a year earlier.

LOANS TO THE PRGT
The amount shown under this item is the equivalent of the

money which the Bank has lent to the Poverty Reduction
and Growth Trust (PRGT), managed by the IMF. This credit
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facility is intended to support the efforts of low-income
developing countries that commit themselves to macro-
economic and structural adjustment programmes. The
resources lent to this Trust are used by the IMF to fund
the principal of the loans granted to developing countries
under this facility.

Pursuant to the lending agreement, which was concluded
on 2 July 1999, the PRGT has a credit line with the Bank;
since 4 December 2001 this line has totalled SDR 350 mil-
lion. The Bank’s claims under this heading amounted
to SDR 119.8 million on 31 December 2011, against
SDR 126.7 million a year earlier, as the repayments made
during the year more than offset new credit line drawings.

BALANCES WITH BANKS AND SECURITY INVESTMENTS,
EXTERNAL LOANS AND OTHER EXTERNAL ASSETS

BREAKDOWN BY TYPE OF INVESTMENT

(in € million)

31-12-2011 31-12-2010
Sight deposits .................. 446 51.2
Time deposits .................. 202.0 381.4
Reverse repurchase agreements . . . 116.1 112.9
Securities ... .. 5750.3 52403
Total ......... ... ... ... ....... 6113.0 5785.8
BREAKDOWN BY CURRENCY
(in € million)

31-12-2011 31-12-2010
USD ... 5208.8 5147.1
PY 898.0 631.1
CHF ... 1.6 3.1
Other ... ... ... .. ......... 46 45
Total ......................... 6113.0 5785.8
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BREAKDOWN OF FIXED-INCOME SECURITIES
BY THEIR RESIDUAL TERM

(in € million)

31-12-2011 31-12-2010
Shyear ... 2 094.6 17841
> 1yearand <5vyears .......... 27639 2727.0
>5years .. 891.8 729.2
Total ............ . ..., 5750.3 5240.3

VALUE OF FIXED-INCOME FOREIGN CURRENCY SECURITIES
BY ISSUER COUNTRY

(in € million)

Book value =
Market value

United States ....................... 42172
Japan ... 900.9
International organisations ............ 35.1
Switzerland ... 483.2
Other ... 113.9
Total ...... ... ... 5750.3

On the balance sheet date, the unrealised gains and losses
on the value of the securities at market prices came to
€ 152.8 million and € 1.5 million respectively.

Claims on euro area residents
denominated in foreign currency

Note 3.

BREAKDOWN BY TYPE OF INVESTMENT (USD)

(in € million)

31-12-2011 31-12-2010
Time deposits .................. 7 690.7 152.7
Reverse repurchase agreements . . . - 50.5
Securities . ... 205.0 217.5
Total ......................... 7 895.7 420.7

I ANNUAL ACCOUNTS AND REPORTS ON THE FINANCIAL YEAR
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An amount of € 7.5 billion (USD 9.7 billion) relates to
dollar-denominated liquidity-providing operations in a
concerted action by the Eurosystem and the United States
Federal Reserve.

At the end of 2011, these operations enabled euro area
credit institutions to borrow a total of USD 85.4 billion
from their respective central banks against provision of
eligible collateral. The dollars were made available to
the ECB by the Federal Reserve via a temporary mutual
currency exchange (swap agreement) . A similar swap
agreement was then concluded between the ECB and
the NCBs.

These operations increased sub-item 9.3 of the liabili-
ties ‘Other liabilities within the Eurosystem (net)’ (see
note 18).

BREAKDOWN OF FIXED-INCOME FOREIGN CURRENCY SECURITIES
ACCORDING TO THEIR RESIDUAL TERM

(in € million)

31-12-2011 31-12-2010
Shyear oo 49.5 32.9
> 1yearand <5vyears .......... 155.5 181.5
>5vyears .. - 3.1
Total ... ... 205.0 217.5

VALUE OF FIXED-INCOME FOREIGN SECURITIES BY ISSUER COUNTRY

(in € million)

Book value =
Market value

Belgium ......... ... 11.7
Germany ... 31.9
Spain ... 3.1
France ...... ... .. ..ol 90.6
AUStria . 24
ltaly . 4.9
The Netherlands ..................... 60.4
Total ....... ... ... 205.0

On the balance sheet date, the unrealised gains and losses
on the value of the securities at market prices came to
€ 2.6 million and € 1.5 million respectively.
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Note 4. Claims on non-euro area residents
denominated in euro

BREAKDOWN BY TYPE OF INVESTMENT

(in € million)

31-12-2011 31-12-2010
Sight deposits .................. 183.1 38.6
Securities . ... 589.6 543.6
Total ......... ... ... .. ... ..... 772.7 582.2

BREAKDOWN OF FIXED-INCOME SECURITIES, OTHER THAN THOSE
HELD TO MATURITY, ACCORDING TO THEIR RESIDUAL TERM

(in € million)

31-12-2011 31-12-2010
Shyear oo - 39.9
> 1yearand <5vyears .......... 269.7 141.7
>5vyears ..o 34.7 78.6
Total ............. ... ..., 304.4 260.2

VALUE OF FIXED-INCOME SECURITIES OTHER THAN THOSE HELD
TO MATURITY, BY ISSUER COUNTRY

(in € million)

Book value =
Market value

International organisations ............ 260.1
Other ... ... ... ... ... 44.3
Total ........ ... 304.4

On the balance sheet date, the unrealised gains on
the value of the securities at market prices came to
€ 10.6 million.
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BREAKDOWN OF FIXED-INCOME SECURITIES HELD TO MATURITY,
ACCORDING TO THEIR RESIDUAL TERM

(in € million)

31-12-2011 31-12-2010
STyear oo 42.3 29.8
> 1yearand < 5vyears .......... 133.7 117.5
>5vyears ... 109.2 136.1
Total ........... ... ... ........ 285.2 283.4

VALUE OF SECURITIES HELD TO MATURITY, BY ISSUER COUNTRY
(THE MARKET VALUE IS GIVEN FOR INFORMATION)

(in € million)

Book value Market value

International organisations ....... 285.2 302.1

Note 5. Lending to euro area credit
institutions related to monetary policy

operations denominated in euro

This item comes to € 863.6 billion for the Eurosystem as
a whole, of which € 40.4 billion is for the National Bank
of Belgium. In accordance with Article 32.4 of the ESCB/
ECB Statute, the whole of any loss resulting from opera-
tions under this heading, once realised, is shared between
the Eurosystem NCBs in proportion to their shares in the
ECB’s capital key.

The increase from €7.2 to €40.4 billion in the level
of lending via refinancing operations in euro led to an
increase in liabilities towards TARGET2 relating to these
operations (see note 18).

MAIN REFINANCING OPERATIONS

Liquidity granted to credit institutions for a one-week
term via weekly tenders.

On the balance sheet date, the liquidity provided via the
weekly main refinancing operations came to € 144.8 bil-
lion for the euro area as a whole, of which € 8.2 billion
was attributed to credit institutions in Belgium, against
€ 227.9 billion and € 3.1 billion respectively at the end
of 2010.

Corporate Report |

LONGER-TERM REFINANCING OPERATIONS

Credit extended to credit institutions by way of monthly
tenders with a longer term than the main refinancing
operations.

At the end of 2011, the longer-term refinancing opera-
tions of the Belgian banks came to € 18 billion, against
€4.1 billion at the end of 2010, indicating that the
Belgian banks had a greater need to obtain long-term
finance from the Bank. Those operations expanded
sharply in the Eurosystem, from € 298.2 billion in 2010 to
€ 703.9 billion in 2011, notably on account of the success
of the three-year operation organised in December.

MARGINAL LENDING FACILITY

Loans granted via the standing facility enabling credit
institutions to obtain 24-hour loans from the Bank at a
pre-specified interest rate against eligible assets.

The amount of € 14.8 billion at the end of 2011 for the
Eurosystem originated mainly (€ 14.2 billion) in Belgium.
This amount illustrates the banks’ difficulties in raising
finance on the interbank market over the New Year
period, particularly for one Belgian institution.

Other claims on euro area credit
institutions denominated in euro

Note 6.

Claims on credit institutions which do not relate to
monetary policy operations.

BREAKDOWN BY TYPE OF INVESTMENT

(in € million)

31-12-2011 31-12-2010
Current accounts ............... 1.4 0.9
Reverse repurchase agreements . . . 2 868.0 22985
Emergency Liquidity Assistance . .. 6365.0 -
Total ......................... 92344 22994

The reverse repurchase agreement operations are con-
nected with the Bank’s policy of investing in foreign cur-
rencies (see notes 15 and 16).
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This item also includes a sum of €6.4 billion relating
to the supply of Emergency Liquidity Assistance (ELA)
to credit institutions outside the normal framework of
Eurosystem monetary policy operations. These loans are
granted against adequate collateral and covered by the
State guarantee (Law of 15 October 2008).

Securities of euro area residents
denominated in euro

Note 7.

SECURITIES HELD FOR MONETARY POLICY PURPOSES
CBPP1 — FIRST COVERED BONDS PURCHASE PROGRAMME

Following the Governing Council’s decisions (7 May and
4 June 2009) to purchase covered bonds in euro issued
by euro area credit institutions for a planned nominal
total of €60 billion at the level of the Eurosystem, the
Bank held covered bonds amounting to € 1.9 billion on
31 December 2011. This purchase programme expired on
30 June 2010.

BREAKDOWN OF FIRST PROGRAMME COVERED BONDS HELD
TO MATURITY, ACCORDING TO THEIR RESIDUAL TERM

(in € million)

31-12-2011 31-12-2010
Shyear ..o 296.4 61.6
> 1yearand <5vyears .......... 1339.7 1497.1
>5vyears ... 2437 395.6
Total ......................... 1879.8 1954.3

CBPP2 — SECOND COVERED BONDS PURCHASE PROGRAMME

Following the ECB Governing Council’s decision of
6 October 2011, a new programme was launched
for the purchase of euro-denominated covered bonds
issued in the euro area. These purchases for a planned
nominal amount of € 40 billion across the euro area as a
whole were to be effected by the end of October 2012
at the latest. On 31 December 2011, the Bank held
covered bonds amounting to € 228.8 million under this
programme.
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BREAKDOWN OF SECOND PROGRAMME COVERED BONDS HELD
TO MATURITY, ACCORDING TO THEIR RESIDUAL TERM

(in € million)

31-12-2011 31-12-2010
Shyear ..o - -
>1yearand <5vyears .......... 193.5 -
>5vyears ... 353 -
Total ......... ... ... ..., 228.8 -

SMP — SECURITIES MARKETS PROGRAMME

On 9 May 2010, the Governing Council decided to pur-
chase both private and government bonds under the
Securities Markets Programme. As at 31 December 2011,
the total amount of bonds held by the Eurosystem as a
whole comes to € 211.9 billion. The NCBs held SMP secu-
rities totalling € 194.2 billion, of which € 7 billion were
held by the Bank. In accordance with Article 32.4 of the
ESCB/ECB Statute, the whole of any losses incurred by the
NCBs on SMP securities, once realised, is shared between
the Eurosystem NCBs in proportion to their shares in the
ECB's capital key.

BREAKDOWN OF SECURITIES MARKETS PROGRAMME BONDS
HELD TO MATURITY, ACCORDING TO THEIR RESIDUAL TERM

(in € million)

31-12-2011 31-12-2010
STyear ..o 349.1 434.8
>1yearand <5years .......... 3600.0 1292.8
>5uyears ... 3056.1 1086.3
Total ........... ... ... . ... .. 7 005.2 2813.9

OTHER SECURITIES

Portfolio of euro securities held for investment purposes
and consisting mainly of negotiable government bonds
denominated in euro issued by Member States of the
European Union, bonds issued by certain credit institu-
tions in euro area countries and backed by first-rate claims
(Pfandbriefe type), and bonds issued by national public
organisations.
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BREAKDOWN OF FIXED-INCOME SECURITIES, OTHER THAN THOSE
HELD TO MATURITY, ACCORDING TO THEIR RESIDUAL TERM

(in € million)

VALUE OF SECURITIES HELD TO MATURITY, BY ISSUER COUNTRY
(THE MARKET VALUE IS GIVEN FOR INFORMATION)

(in € million)

31-12-2011 31-12-2010
STyear oo 12775 1360.0
>1yearand <5vyears .......... 2657.6 2781.1
>5vyears ... 811.5 642.2
Total ............ . ..., 4746.6 47833

VALUE OF FIXED-INCOME SECURITIES, OTHER THAN THOSE HELD
TO MATURITY, BY ISSUER COUNTRY

(in € million)

Book value =

Market value
Belgium ... ... 1182.8
Germany ... 12785
Spain ... 288.8
France ... .. ... ... 875.9
Austria ... 154.2
Ireland ... .. 97.0
laly ... .. 389.8
The Netherlands ..................... 298.0
Portugal ....... ... ... il 39.4
Greece ... 13.5
Other ... ... ... . 128.7
Total ....... ... ... ... 4746.6

On the balance sheet date, the unrealised gains and losses
on securities at their market price came to € 93 million
and € 57.2 million respectively.

BREAKDOWN OF SECURITIES HELD TO MATURITY,
ACCORDING TO THEIR RESIDUAL TERM

(in € million)

31-12-2011 31-12-2010
Shyear ..o 9221 927.8
> 1yearand <5vyears .......... 38345 3805.7
>5vyears ... 47787 48033
Total ......................... 9535.3 9536.8
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Book value Market value

Belgium ........ ... 3237.0 33246
Germany ... 1020.0 1088.1
Spain ... 1850.7 1817.6
France ...... ... . ... .. ... 458.5 483.1
Austria ... 777.7 828.5
Ireland ... 767.2 677.3
Italy ... 401.0 377.7
The Netherlands ................ 109.9 116.5
Portugal ................ ... ..., 393.0 277.8
Greece ... 393.5 97.3
Other ... ... ... ... ........ 126.8 130.8
Total ......................... 9535.3 9219.3
Note 8. Intra-Eurosystem claims

PARTICIPATING INTEREST IN ECB CAPITAL

Pursuant to the Decision of 13 December 2010 on the
increase in the capital of the European Central Bank
(ECB/2010/26, OJ L11 of 15/01/2011), the ECB increased
its subscribed capital by € 5 billion, from €5 761 million
to € 10 761 million with effect from 29 December 2010.
The Bank’s share in that capital is 2.4256 %, or € 261 mil-
lion. The NCBs of the euro area will pay their share in
the capital increase in three equal annual instalments
in accordance with the Decision of 13 December 2010
(ECB/2010/27, OJ L11 of 15/01/2011). The second pay-
ment was made on 28 December 2011 (€ 40.4 million
for the Bank), and the last one will be made at the end
of 2012. On 31 December 2011, the paid-up share in the
ECB capital stood at € 220.6 million.

CLAIMS EQUIVALENT TO THE TRANSFER OF FOREIGN
CURRENCY RESERVES

Euro-denominated claim amounting to € 1 397.3 million
on the ECB arising from the transfer of foreign reserves.
That claim is remunerated at the latest available marginal
rate for the Eurosystem’s main refinancing operations,
adjusted to reflect a zero return on the gold component.

The reserves transferred at the beginning of 1999 are

managed by the Bank on behalf of the ECB. They are
recorded off-balance-sheet.
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NET CLAIMS RELATED TO THE ALLOCATION OF EURO
BANKNOTES WITHIN THE EUROSYSTEM

Net claims on the Eurosystem relating to the allocation of
euro banknotes in the Eurosystem (see accounting prin-
ciples and valuation rules relating to the item ‘Banknotes
in circulation’). This interest-bearing Eurosystem item
corresponds to the difference between the amount of
the banknotes in circulation allocated to the Bank and
the amount of the banknotes which it has placed in
circulation.

OTHER FINANCIAL ASSETS

In accordance with Article 19 (4) of the Organic Law, the
Board of Directors decides on the statutory investments
after consulting the Council of Regency. The statutory
investments consist primarily of negotiable government
bonds, bonds issued by certain credit institutions in euro
area countries and backed by first-rate claims (Pfandbriefe
type), securities representing the capital of financial insti-
tutions governed by special legal provisions or guaranteed
or controlled by the State, and shares in the BIS.

NET CLAIMS RELATED TO THE ALLOCATION OF
EURO BANKNOTES WITHIN THE EUROSYSTEM

(in € million)

31-12-2011 31-12-2010
Banknotes in circulation ......... 28342.8 26 849.5
Banknotes put into circulation

by the Bank ................... —-11988.5 -8 375.0
Total ........... .. ... 16 354.3 18 474.5

The increase in the amount of banknotes issued by the
Bank exceeded that in the Eurosystem, so that the claim
on the Eurosystem has diminished.

Note 9. Other assets

COINS OF EURO AREA

The Bank’s holding of euro coins. The coins are put into
circulation by the Bank on behalf of the Treasury, and
credited to the latter's account. In accordance with the
ECB Decision of 29 November 2010 on the approval of
the volume of coin issuance (ECB/2010/25), the maximum
amount of the euro coins to issue in 2011 was € 177 mil-
lion for Belgium. Since the net amount issued in 2010 was
€ 1 393.0 million, the total authorised amount for 2011
was € 1 570 million.

TANGIBLE AND INTANGIBLE FIXED ASSETS

In 2011, the Bank’s investment in tangible and intangi-
ble fixed assets totalled € 15.1 million. Apart from that,
an amount corresponding to the acquisition price of
assets disposed of or taken out of use was deducted
from the ‘Tangible and intangible fixed assets’ account
(€ 4.4 million).
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BREAKDOWN BY TYPE OF INVESTMENT

(in € million)

31-12-2011 31-12-2010
Fixed-income securities .......... 37525 35452
Participating interests ........... 3319 3319
Reverse repurchase agreements . .. - 27.3
Total ......................... 4084.4 3904.4
BREAKDOWN OF FIXED-INCOME SECURITIES
ACCORDING TO THEIR RESIDUAL TERM
(in € million)

31-12-2011 31-12-2010
Shyear . .o 408.7 377.4
> 1yearand <5vyears .......... 946.0 1094.8
>5vyears . 23978 2073.0
Total ......... ... ... ... ..., 37525 3545.2
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VALUE OF FIXED-INCOME SECURITIES BY ISSUER COUNTRY
(THE MARKET VALUE IS GIVEN FOR INFORMATION)

(in € million)

Book value Market value
Belgium ... 1529.1 1556.4
Germany ... 453.4 491.5
Spain ... 291.9 270.6
France ....... ... ... ... ... ... 418.0 438.0
Austria ........ ... 230.5 245.6
reland ... ... 129.6 113.1
laly ..o 103.6 90.9
International organisations ....... 228.0 243.4
The Netherlands ................ 130.4 140.5
Portugal ............. ... .. ..., 121.4 68.2
Greece ..., 78.0 16.9
Other ....... ... .. ... ......... 38.6 40.2
Total ......... ... ... ... .. ... 37525 3715.3

BREAKDOWN OF PARTICIPATING INTERESTS
31-12-2011 31-12-2010

Number of In € Number of In €

shares million shares million

BIS ... ............. 50 100 329.8 50 100 329.8

SBl ... 801 2.0 801 2.0
SWIFT ............. 91 0.1 91 0.1

Total ............. 331.9 331.9

ACCRUALS AND PREPAID EXPENDITURE

These are subdivided into:

— Expenses carried forward (€ 3.4 million);

— Income acquired (€ 623.9 million), essentially interest
accrued but not received on securities and other assets.

SUNDRY

Principally:

— Interest receivable on the claim resulting from the
transfer of foreign reserves to the ECB and on the net
claim relating to the allocation of euro banknotes in the
Eurosystem (€ 70.4 million);

— Trade receivables (€ 4.9 million);

— Printing Works stocks (€ 1.1 million).
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Note 10. Banknotes in circulation
The share in the circulation of euro banknotes in the
Eurosystem, allocated to the Bank (see note 8).

Liabilities to euro area credit
institutions related to monetary policy
operations denominated in euro

Note 11

CURRENT ACCOUNTS (COVERING THE MINIMUM RESERVE
SYSTEM)

Euro-denominated accounts of credit institutions, which
mainly serve to meet their minimum reserve requirements.
These requirements have to be respected on average over
the reserve maintenance period in accordance with the
schedule published by the ECB. The minimum reserves
are remunerated at the average of the marginal interest
rates on the latest main refinancing operation in the main-
tenance period.

DEPOSIT FACILITY

Standing facility allowing credit institutions to make
24-hour deposits with the Bank at a pre-specified inte-
rest rate.

At the end of the period under review, as a result of the
illiquidity of the money market and the strong rise in the
amounts granted via monetary policy operations, a sum of
€ 413.9 billion (€ 104.5 billion in 2010) was placed in the
deposit facility for the Eurosystem as a whole, of which
€ 10.8 billion (€ 0.7 billion in 2010) in Belgium.

FIXED-TERM DEPOSITS

Deposits formed with the Bank for the purpose of absor-
bing market liquidity in connection with the Eurosystem’s
fine-tuning operations.

In 2011, the ECB continued to collect fixed-term depo-
sits to neutralise the injection of liquidity resulting from
the purchase of securities under the Securities Market
Programme (SMP).

On the balance sheet date, liquidity amounting to
€211 billion had been removed from the market, of
which €2.2 billion came from credit institutions in
Belgium. At the end of 2010, the corresponding amount
came to € 60.8 billion of which € 0.5 billion came from
credit institutions in Belgium.
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Other liabilities to euro area credit
institutions denominated in euro

Note 12.

Liabilities to credit institutions unconnected with monetary
policy operations. This concerns “repurchase agreement”
operations relating to the management of the securities
portfolio.

Liabilities to other euro area
residents denominated in euro

Note 13.

GENERAL GOVERNMENT

Balances of the current accounts opened in the name of
the State and of general government. On the balance
sheet date, the Treasury’s current account balance stood
at € 0.4 million.

OTHER LIABILITIES
Current account balances held mainly by financial inter-

mediaries which do not have access to standing facilities.

Liabilities to non-euro area residents
denominated in euro

Note 14.

Current accounts held by central banks, other banks,
international and supranational institutions and other
account holders situated outside the euro area.

Liabilities to euro area residents
denominated in foreign currency

Note 15.

(in € million)

31-12-2011 31-12-2010

Repurchase agreements in USD . .. 1264.4 679.5

These repurchase agreements in USD are the counterpart
of the reverse repurchase agreements in euro (see note 6).
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Liabilities to non-euro area residents
denominated in foreign currency

Note 16.

(in € million)

31-12-2011 31-12-2010

Repurchase agreements in USD . .. 1739.7 1657.3

These repurchase agreements in USD are the counterpart
of the reverse repurchase agreements in euro (see note 6).

Note 17. Counterpart of special drawing rights

allocated by the IMF

Countervalue of SDRs, converted to euro at the same
rate as applies to the SDR assets, which must be returned
to the IMF if SDRs are cancelled, if the SDR Department
established by the IMF is closed, or if Belgium decides
to withdraw from it. This liability, of unlimited duration,
amounts to SDR 4 323.3 million.

Note 18. Intra-Eurosystem liabilities

OTHER LIABILITIES WITHIN THE EUROSYSTEM (NET)

The Bank’s net liabilities resulting from all the intra-
Eurosystem liabilities and claims, excluding those recorded
under the balance sheet item “Net claims related to the
allocation of euro banknotes within the Eurosystem” (see
note 8).

These net liabilities vis-a-vis the Eurosystem can be broken

down as follows:

1. the Bank’s liabilities vis-a-vis the ECB resulting from
cross-border transfers effected via TARGET2 with
the other NCBs of the Eurosystem and the ECB
(€52 867.1 million); the increase in the volume of
TARGET2 transfers is due to the rise in the volume of
refinancing operations in euro (see note 5) and the
euro leg of the dollar-denominated liquidity-providing
operations (see note 3);

2. the intra-Eurosystem liability of € 14.7 million, resul-
ting from the mechanism for the pooling and distribu-
tion of monetary income within the Eurosystem (see
note 28);

3. the intra-Eurosystem claim of € 22.6 million relating to
the allocation of the ECB’s income (see note 27).
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Note 19. Other liabilities

OFF-BALANCE-SHEET INSTRUMENTS REVALUATION DIFFERENCES

Net negative revaluation differences on forward foreign
exchange transactions and on interest rates, and on spot
transactions in foreign exchange between the contract
date and the settlement date.

ACCRUALS AND INCOME COLLECTED IN ADVANCE

The costs (€ 20.7 million) attributable to interest accrued
but not yet paid on liabilities.

SUNDRY

In particular:
— unavailable reserve of capital gains on gold
(€ 298.9 million);
— taxes, wages and social contributions due
(€ 173.4 million);
— interest payable by the Bank on its net debt to the ECB
in connection with TARGET2 (€ 43.6 million);
— proceeds accruing entirely to the State (€ 39.6 million);
— trade debts (€ 9.6 million).
Note 20. Provisions
In accordance with Article 32.4 of the ESCB/ECB Statutes,
the provision for counterparty risks resulting from
monetary policy operations is allocated to the NCBs of the
participating Member States in proportion to their paid-
up share in the capital of the ECB as at the time of the
occurrence of the risk. In accordance with the accounting
principle of prudence, the ECB Governing Council reva-
lued the amount of that provision. It decided to reduce it
from a total of € 2 207 million on 31 December 2010 to
€ 949 million on 31 December 2011.
The Bank’s share in that provision is € 33.6 million, com-
pared to € 78.2 million at the end of 2010.
Changes in the provision are shown in the profit and loss
account. For the Bank, the corresponding proceeds come
t0 € 44.6 million in 2011 (see note 28).
Note 21. Revaluation accounts
Positive exchange rate and price revaluation differences
corresponding to the difference between, on the one
hand, the market value of the net foreign reserve and
security positions (other than the statutory portfolio, the
portfolio of held-to-maturity securities and the portfolios
held for monetary policy purposes) and, on the other
hand, their average cost value.
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(in € million)

31-12-2011 31-12-2010

Positive exchange revaluation
differences on:
—gold ... 8581.6 7 402.6
— foreign currencies ............ 173.2 123.1
Positive price
revaluation differences on:
— securities in foreign currencies

other than held to maturity

(items 2 and 3 of the assets) ... 155.4 95.4
— securities in euro

other than held to maturity

(items 4 and 7 of the assets) . .. 103.6 68.7
Total ......... ...l 9013.8 7 689.8
Note 22. Capital, reserve fund and available

reserve

CAPITAL

The Bank has not received any declarations pursuant to
Article 6 § 1 of the Law of 2 May 2007 on the disclosure
of large shareholdings in listed companies, notifying other
shareholdings equal to 5% or more of the voting rights,
other than those held by the State.

REPRESENTATION OF THE CAPITAL

(number of shares)

31-12-2011 31-12-2010
Registered shares ............... 206 110 205610
Dematerialised shares ........... 182 246 177 553
Bearer shares .................. 11 644 16 837
Total ......................... 400 000 400 000

RESERVE FUND

The amortisation accounts in respect of tangible and
intangible fixed assets are up by € 1.6 million, as the
amount written off on investments effected in 2011 was
more than the amount of assets sold or taken out of
service.
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The tax-exempt part of the extraordinary reserve comes
to € 15.7 million.

AVAILABLE RESERVE
An amount of € 208 million relating to the profit distribu-

tion for the previous year was allocated to the available
reserve.

CAPITAL, RESERVE FUND, AVAILABLE RESERVE AND
CORRESPONDING PROFIT DISTRIBUTION

(in € million)

31-12-2011 31-12-2010
Capital .......... ... . ... 10.0 10.0
Reserve fund ................... 26615 2659.9
Available reserve ............... 14153 12073
Profit distribution ............... 224.8 208.0
Total ......................... 4311.6 4085.2

On expiry of the Bank’s right of issue, the State has a pri-
ority right to one-fifth of the reserve fund. That rule does
not apply to the available reserve.
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2.2.7.4 NOTES TO THE PROFIT AND LOSS ACCOUNT

Note 24. Net interest income

INTEREST INCOME

INTEREST INCOME OF ASSETS IN EURO

31-12-2011 31-12-2010
Income Average Average Income Average Average
volume rate volume rate
(in € million) (in %) (in € million) (in %)
Credit transactions relating to monetary policy . . 155.0 11451.3 1.4 2311 227824 1.0
Securities portfolio in euro
(including securities held to maturity) .......... 874.1 207083 42 708.3 17 983.0 3.9
Claims on the ECB equivalent to the transfer of
foreign currency reserves . .......... ... ... 15.0 1397.3 1.1 12.0 13973 0.9
Net claims related to the allocation of
euro banknotes within the Eurosystem ........ 2209 17 496.3 1.3 189.7 18 706.9 1.0
Statutory investments
(fixed-income securities and reverse repos) .. ... 137.5 3703.1 3.7 127.7 3556.0 3.6
Other claims™ . ... ... ... ... .. ... ......... 142.2 6039.6 2.4 8.5 21559 0.4
Total ... ... .. .. 1544.7 60 795.9 2.5 1277.3 66 581.5 1.9

(1) For 2011, the item comprises the interest income from the Emergency Liquidity Assistance (ELA) granted to credit institutions in Belgium and the average of the corresponding
interest-bearing assets.

INTEREST INCOME OF EXTERNAL ASSETS

31-12-2011 31-12-2010
Income Average Average Income Average Average
volume rate volume rate
(in € million) (in %) (in € million) (in %)
Claims related to international cooperation
transactions ........... ... .. 8.3 22238 0.4 4.4 1560.8 0.3
Investments in foreign currencies and in gold® . . 101.1 6199.1 1.6 93.9 5 846.2 1.6
Total ......... ... ... 109.4 8422.9 1.3 98.3 7 407.0 1.3

(1) The average volume includes the amount of the dollar-denominated liquidity-providing operations (2011: € 0.4 billion; 2010: € 0.1 billion). These do not generate income
for the Bank.
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INTEREST EXPENSE

INTEREST EXPENSE ON LIABILITIES IN EURO

31-12-2011 31-12-2010
Expenses Average volume Average rate Expenses Average volume Average rate

(in € million) (in %) (in € million) (in %)
Monetary reserve accounts, deposit
facility and other interest-bearing deposits 160.7 14 439.0 1.1 124.9 16 013.6 0.8
Net liabilities to the ECB related to
TARGET2™ 277.6 21838.0 1.3 266.6 26 440.1 1.0
Statutory investments (repos) .......... 0.0 45 0.5 0.2 70.4 0.3
Other liabilities ...................... - - - 0.1 35.9 0.4
Total .............................. 438.3 36 281.5 1.2 391.8 42 560.0 0.9

(1) The average volume comprises the euro equivalent of the dollar-denominated liquidity-providing operations corresponding to the Bank’s liabilities towards the ECB.
These operations do not generate interest for the Bank. The item also includes the interest expense relating to the “ELA" and the average outstanding amounts
relating thereto.

INTEREST EXPENSE ON EXTERNAL LIABILITIES

31-12-2011 31-12-2010
Expenses Average volume Average rate Expenses Average volume Average rate

(in € million) (in %) (in € million) (in %)
Repurchase agreement transactions
in foreign currencies ................. 3.6 1967.8 0.2 4.7 1950.1 0.2
Net use of assets in SDR .............. 0.1 28.1 0.4 - - -
Total ........ ... ... 3.7 1995.9 0.2 4.7 1950.1 0.2
PROCEEDS ACCRUING ENTIRELY TO THE STATE
(in € million)

Expenses
31-12-2011 31-12-2010

Income earned on the capital gains on gold recorded in a special unavailable
FESEIVE ACCOUNT .ttt et et e e e 12.2 11.2
Annual sum paid to the State in compensation for the additional expenses

due to the conversion of its consolidated debt to the Bank into freely
negotiable securities™ ... .. 24.4 24.4

Total ... 36.6 35.6

(1) The extra cost for the State of this conversion, which took place in 1991, amounts to the difference between the 3 % which accrued to the Bank in accordance with
the allocation rule prevailing at that time, and the 0.1 % fixed allocation due from the State at that time on its consolidated debt to the Bank. That difference applied to
the amount of that debt, namely 34 billion francs, gives a figure of 986 million francs, i.e. 24.4 million euro.
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Note 25. Net result of financial operations,

write-downs and provisions

REALISED GAINS/LOSSES ARISING FROM FINANCIAL OPERATIONS

(in € million)

31-12-2011 31-12-2010
Capital gains/losses
on statutory investments ...... 0.1 5.9
on investments
inUSD .................... 32.1 56.8
inEUR .................... 13.2 27.3
Foreign exchange gains/losses
onUSD ........ ... 4.3 12.7
on other currencies ........... 0.3 0.8
onSDR ........... ... ... ... 3.0 1314
ongold ........ ... ... ... 1.6 0.3
Foreign exchange gains/losses
accruing to the State
(SDRand gold) ................. -4.6 -131.7
Total ... ... ... 50.0 103.5

WRITE-DOWNS ON FINANCIAL ASSETS AND POSITIONS

(in € million)

31-12-2011 31-12-2010
Capital losses on investments
iNUSD ...................... -3.0 -12.1
inEUR ...................... -57.2 -47.7
Foreign exchange losses
onUSD ........ ... ... ..., - -
on other currencies ........... - -0.1
onSDR ... ... ... - -
Foreign exchange losses charged
to the State (SDR) .............. - -
Total ... ... ...l -60.2 -59.9

Following the decline in yields on the American market,
there was an increase in unrealised capital gains on secu-
rities in USD (see note 21). Conversely, the capital gains
realised on these securities were lower than in 2010. In
the case of securities in euro, unrealised capital losses
occurred on some securities, while unrealised gains were
recorded on others (see note 21).
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Compared to 2010, the appreciation of the dollar
exchange rate led to higher positive exchange rate diffe-
rences in foreign currencies (see note 21) at the end of the
year than in 2010.

SDR operations generated foreign exchange gains of
€ 3 million, and sales of gold to the Belgian Royal Mint
generated gains of € 1.6 million. A net amount of
€ 4.6 million was allocated to the State.

Note 26. Net income/expense from fees and

commissions
FEES AND COMMISSIONS INCOME

Commissions received as remuneration for the Bank's
services as financial intermediary: € 10.9 million of which
€10 million related to the collateralisation of securi-
ties and € 0.9 million to transactions with customers.
Recourse by commercial banks to liquidity provided by the
central banks remained considerable in 2011. Guarantees
mobilised by the Bank within the framework of the
Correspondent Central Banking Model (CCBM) fluctuated
throughout 2011. However, their annual average was
below the 2010 figure, a notable factor being the loss of
eligibility of certain assets.

FEES AND COMMISSIONS EXPENSE

Commissions paid by the Bank for financial services ren-
dered to the Bank by third parties (€ 6.7 million).

The slight fall in this item is due both to a decline in assets

deposited and a reduction in the rates charged by some
depositaries.

ANNUAL ACCOUNTS AND REPORTS ON THE FINANCIAL YEAR I

79



80

Note 27. Income from equity shares and

participating interests
(in € million)

31-12-2011 31-12-2010

Dividend on participation in the ECB 5.9 50.9
Income distributed by the ECB ... 226 -
Dividends on participations in the
statutory investment portfolio . ... 16.4 40.8
Total .............. ... .. ..... 449 91.7

In 2011, the Bank received a dividend of €5.9 million
on its share in the capital of the ECB in respect of the
year 2010, against € 50.9 million in 2010.

For the year 2011, the ECB retained part of the income
from its allotted share in the issue of euro banknotes and
the income generated by the securities which it holds
in its Securities Markets Programme (SMP) portfolio,
in accordance with the Governing Council decision of
21 December 2011, in order to replenish the provision for
foreign exchange rate, interest rate, credit and gold price
risks. Of the balance paid out, € 22.6 million accrues to
the Bank.

For the 2010-2011 financial year, the BIS paid a dividend
of SDR 295 per share, or € 16.4 million, compared to
€ 40.8 million last year.

Note 28. Net result of pooling of monetary

income

(in € million)

31-12-2011 31-12-2010
Net monetary income allocated . .. -14.7 -14.8
Provision for monetary policy

operations . ... 44.6 64.0
Total ...... ... ..., 29.9 49.2
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The monetary income pooled within the Eurosystem is
allocated among the NCBs of the euro area in accordance
with the paid-up capital key (3.4666 % for the Bank since
1 January 2011).

CALCULATION OF NET MONETARY INCOME ALLOCATED
TO THE BANK

(in € million)

31-12-2011 31-12-2010
Monetary income pooled
by the Bank in the Eurosystem ... -559.9 -375.7
Monetary income allocated
to the Bank by the Eurosystem ... 545.2 360.9
Net monetary income allocated -14.7 -14.8
Note 29. Other income
(in € million)

31-12-2011 31-12-2010
Amounts recovered from
third parties .............. ..., 109.6 69.7
Other ... 0.5 0.9
Total ......... ... ..., 110.1 70.6

The amounts recovered from third parties concern income
from the supply of goods and rendering of services in vari-
ous spheres, such as:

— the Central Balance Sheet Office, the Central
Individual Credit Register and the Central Corporate
Credit Register (€ 37 million);

— prudential supervision (€ 35.7 million);

— work done by the Printing Works (€ 1.9 million);

— payment systems such as TARGET2 and the CEC
(€ 5.4 million);

— the securities settlement system (€ 6.9 million);

— cooperation with the FSMA (€ 7.1 million);

— the Cash and Bond Centres (€ 3.5 million);

— the internationalisation of IT applications (€ 8.4 million
of which € 6.1 million for CCBM2).

In accordance with the Royal Decree of 3 March 2011
implementing the change in the financial sector supervi-
sion structures, the Bank passes on to the sectors in ques-
tion the costs of the prudential supervision of banks and
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investment companies, on the one hand, and insurance
and reinsurance companies on the other. {in € million)
In addition to the costs relating to the staff concerned,

those costs also include logistics expenses (offices, IT, etc.) 31-12-2011 31-12-2010
and general administrative expenses. . :
] ] Renovation of premises .......... 1.6 0.5
For the nine months concerned in 2011, the costs came to B
€ 21.3 million for banks and investment companies, and Hardware and software ... 2.0 13
€ 13.9 million for insurance and reinsurance companies. Equipment for the Printing Works . . 0.7 0.6
Other institutions subject to supervision, such as clea- Other equipment and furniture ... 17 0.9
ring and settlement institutions and mutual guarantee
. . . Total ... ... ... 6.0 33
schemes, paid a flat charge in accordance with the rules
applicable for the CBFA, namely a total of € 0.5 million for
the part of the 2011 financial year concerned.
During 2012, a final settlement concerning coverage of Note 35. Corporation tax
the Bank’s administrative expenses relating to the supervi-
sion of financial institutions will be determined by Royal
Decree.
TAX DUE
The item ‘Other’ comprises, if applicable, proceeds from (@ €milion)
the sale of property, the disposal of used equipment and
furniture, and miscellaneous other proceeds. 311z2om 31-12:2010
Tax on the result for
the financial year ............... 104.4 87.2
Note 30. Staff costs Tax on the result for
previous financial year ........... -0.6 0.5
These costs comprise the remuneration and social costs of
Total ...................... (1 103.8 87.7

the staff, special representatives, the Board of Directors,
temporary staff and students, and also the pensions of
former members of the Board of Directors and the atten-
dance fees of the members of the Council of Regency and
the Board of Censors.

MAIN DIFFERENCES

The increase in relation to 2010 is mainly due to the inte- (in € million)

gration of the prudential supervision staff and the revision
of the provision for medical expenses following an adjust- 31122011 31-12-2010
ment to the technical parameters.

Profit before tax .............. 1002.9 919,7

Tax-free profit accruing to
Note 31. Administrative expenses the State .................... -617.6 -557.6
Taxable profit .............. (2) 385.3 362.1

This item comprises in particular administrative and IT
expenses (€21.5 million), those relating to the repair

Differences

Provision for medical expenses . . 223 -
and maintenance of premises (€ 11.7 million), printing Risk capital deduction .. ... ... 1024 1071
work (€ 8.8 million) and work done and services rendered Surplus depreciation .......... 6 99
by third parties (€21.5 million). The withholding tax other 30 a4
on income from immovable property and the regional,
provincial and municipal taxes are also included here Taxable profit ................. 300.6 243.7

(€ 4.6 million). Average tax rate

(in %) ... M7@ 26.9 242

Note 32. Depreciation of tangible and
intangible fixed assets

The depreciation covers the following investments:
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2.2.7.5 NOTE ON THE PROFIT DISTRIBUTION FOR THE
FINANCIAL YEAR (NOTE 36)

Pursuant to Article 32 of the Organic Law, the
profits for the year are distributed as follows:

1. a first dividend of 6% of the capital is
assigned to the shareholders 0.6

2. of the remainder, an amount proposed by
the Board of Directors and determined by
the Council of Regency, totally indepen-
dently, is assigned to the reserve fund or
to the available reserve. In accordance
with the reserve and dividend policy of
22/07/2009, the Council of Regency de-
cided to allocate 25% of the profit for

distribution to the available reserve. 224.8

3. from the surplus, a second dividend
determined by the Council of Regency is
assigned to the shareholders, totalling at
least 50 % of the net proceeds from the
assets which are the counterpart of the re-
serve fund and the available reserve.

— Gross proceeds from the
investments

statutory

Income Average Yield

volume

(in € million) (in %)

137.5 3698.6 3.7

Participating interests ... 16.4 3319 4.9

153.9 4030.5 3.8

— Share of the income generated by the
capital in the total proceeds from the
statutory investments:

10 x 153.9/4 0305 =04

— Average tax rate: 26.9%
(see note 35)

— Calculation of the second dividend

[(153.9 - 0.4) x (1 = 0.269) x 0.5] 56.1

4. the balance is assigned to the State;
it is exempt from corporation tax 617.6

Profit for the year 899.1
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2.2.7.6 NOTES TO THE OFF-BALANCE-SHEET ITEMS

Note 37. Forward transactions in foreign

currencies and in euro

(in € million)

31-12-2011 31-12-2010
Forward claims
EUR ... . . 11582.3 37276
USD .o 928.0 639.2
SDR .. 12.5 -
Forward liabilities
EUR ... . . 39.1 26.3
USD .o 92231 2 169.6
JPY o 897.2 630.5
SDR .. 26734 1602.7

The currency swaps were concluded for the major part
against euro. The forward claims and liabilities in foreign
currencies were revalued in euro at the same exchange
rates as those used for spot holdings in foreign currencies.

These transactions include the forward liabilities to the
ECB, an amount equivalent to € 7.5 billion, following the
concerted liquidity-providing operations with the Federal
Reserve (see note 3).

Forward transactions in SDR are intended to limit the net
position on which the foreign exchange risk is borne by
the State.

Forward transactions on interest rate
and fixed-income securities

Note 38.

At the end of the financial year, the Bank holds a net long
position in futures in US and German government securi-
ties for an amount of € 51.4 million.

In 2011, the Bank also effected interest rate swaps in
dollar for a nominal amount of € 7.7 million.

These transactions relate to the management of the
portfolios.
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Liabilities which could lead to a
credit risk

Note 39.

Liabilities towards international institutions include the
commitment signed by the Bank to lend to the IMF
SDR 350 million (€415.3 million) via the PRGT and
€ 4 740 million in the form of a bilateral loan. The amount
still available comes to € 3 767.4 million. These loans are
guaranteed by the Belgian State.

Liabilities towards other bodies comprise the guaran-
tees which the Bank gives in connection with clearing
operations for credit institutions established in Belgium.
In return, the Bank itself received guarantees from those
same institutions.

At the end of 2011, the outstanding amount came to
€ 501.4 million.

Valuables and claims entrusted to the
institution

Note 40.

The custody deposits comprise the nominal amount of
securities (Treasury certificates, linear bonds, securities
resulting from the splitting of linear bonds, Treasury bills,
certificates of deposit and certain classical loans) recorded
under the securities settlement system and held on behalf
of third parties.

The rise in the custody deposits is due mainly to the
increase in the guarantees received by the Bank, and
to the expansion in securities issued by enterprises and
recorded in the securities settlement system.

Note 41. Capital to be paid up on

participations

The BIS shares held by the Bank are paid up to the
extent of 25 %. The amount shown under this item rep-
resents the uncalled capital, totalling SDR 187.9 million
(€ 223 million).

The share in the subscribed capital of the ECB increased
by € 121.3 million. This item also includes the residual
amount to be paid (€40.4 million) at the end of 2012.

2.2.7.7 AUDITOR’S REMUNERATION

The remuneration paid to Ernst & Young Reviseurs
d’Entreprises SCCRL/ Ernst & Young Bedrijfsrevisoren
BCVBA totalled €87 460 for the audit assignment.
That remuneration comprises a sum of €50 000 for
certification of the annual accounts, a sum of €7 760
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for the limited audit of the interim accounts, and a sum
of €29 700 for certification work on behalf of the ECB
auditor.

In addition, the auditor received remuneration charged
to the 2011 financial year totalling € 18 000 for other
assignments, separate from the audit assignment, carried
out for the Bank.

2.2.7.8 LEGAL PROCEEDINGS

On 1 June 2011, the Brussels Court of Appeal issued a
judgment dismissing as unfounded the application by a
group of shareholders claiming that the Bank and the
State should be ordered to pay them a sum of €9 333.67
per share (plus interest) on the grounds that, between
1996 and 2002, the State wrongfully appropriated the
capital gains realised on the sale of gold reserves. In its
judgment, the Court of Appeal confirmed that private
shareholders cannot claim any right to the capital gains
realised on gold. The applicant shareholders accepted this
judgment and have not lodged an appeal in cassation.
The dispute has therefore been finally settled.

On 7 July 2011, a group of shareholders lodged an appeal
in cassation against a judgment by the Brussels Court of
Appeal dated 30 September 2010 confirming that the
Bank does have the right to issue banknotes — the right
of issue — and that it has not lost that right owing to the
advent of Economic and Monetary Union: since then, it
shares the right of issue with the European Central Bank
and the other central banks of the Eurosystem. There is
therefore no reason to liquidate the Bank’s reserve fund.
Since the Bank considers that the appeal in cassation is
unfounded, it has not formed any provision for current
litigation.

Another judgment by the Brussels Court of Appeal, issued
on 30 September 2010, was not followed by an appeal in
cassation. This concerned a judgment in which the Court
dismissed the application by a group of shareholders
seeking cancellation of the decision by the Council of
Regency, at the end of the 2003 financial year, to effect
a write-back on the provision for future exchange losses
and to add the amount concerned to the proceeds to be
shared between the Bank and the State, in accordance
with the rule laid down in the former Article 29 of the
Organic Law and Article 53 of the Bank’s Statutes.
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2.2.8 Comparison over five years

2.2.8.1 BALANCE SHEET

ASSETS
(in € thousand)

1. Gold and gold receivables ...............................
2. Claims on non-euro area residents
denominated in foreign currency ............. ... . ...
2.1 Receivables fromthe IMF ... ... ... ... .............
2.2 Balances with banks and security investments,
external loans and other external assets .................

3. Claims on euro area residents
denominated in foreign currency ............. ... .. ...

4. Claims on non-euro area residents denominated in euro ..

5. Lending to euro area credit institutions
related to monetary policy operations
denominated ineuro ........ ...

5.1 Main refinancing operations ...........................
5.2 Longer-term refinancing operations .....................
5.3 Fine-tuning reverse operations ......................o...
5.4 Structural reverse operations .. ...
5.5 Marginal lending facility .................. ... ... . .....
5.6 Credits related to margincalls .........................
6. Other claims on euro area credit institutions
denominated ineuro ........ ...l
7. Securities of euro area residents denominated in euro .. ..
7.1 Securities held for monetary policy purposes .............
7.2 Other securities ....... ...

8. Intra-Eurosystem claims ........ ... ... ... ...
8.1 Participating interest in ECB capital .....................
8.2 Claims equivalent to the transfer of foreign currency reserves

8.3 Net claims related to the allocation of euro banknotes
within the Eurosystem . ....... ... ... ...

8.4 Other claims within the Eurosystem (net) ................

9. Otherassets .......... ... ... ... ... ... ... ...
9.1 Coinsofeuroarea .............cooviiiiiiiinnanaaa...
9.2 Tangible and intangible fixed assets .....................
9.3 Other financial assets .................................
9.4 Off-balance-sheet instruments revaluation differences .. ...
9.5 Accruals and prepaid expenditure ......................
9.6 SUNAIY oo

Total assets ........... ... ...

2011 2010 2009 2008 2007
8898 631 7719706 5605 644 4546 679 4158 103
13927309 12409314 11080 062 6 663 472 6996 921
7814313 6623 526 5770 551 1208 242 815795
6112996 5785788 5309 511 5455230 6181126
7 895734 420739 245659 36 119658 793 962
772 684 582 177 506 611 344 108 186 819
40 420 650 7215000 41277000 57966948 56311590
8211000 3100 000 5002 000 4185000 51050000
17 965 000 4115000 36275000 52050000 5261590
14 244 650 - - 1731948 -
9 234 449 2299 437 2 387 636 2851076 30 881
23395730 19088255 15305044 15175921 5109 271
9113796 4768 180 984 249 - -
14281934 14320075 14320795 15175921 5109 271
17972233 20051968 20235274 24374279 25502215
220584 180 157 139730 143 548 143 548
1397 304 1397 304 1397 304 1423342 1423342
16354345 18474507 18698240 22807389 23935325
5197 597 4911 442 4817 578 5162371 13266 360
9997 13 362 4788 7 495 7479
394 590 383914 373 657 390579 390 643
4084 389 3904 369 3734720 2434094 11976 665
- - - 1450 628 61914
627 276 541293 629 703 618 595 522 982
81 345 68 504 74710 260 980 306 677
127715017 74698 038 101460508 153204512 112356 122
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LIABILITIES
(in € thousand)

2011 2010 2009 2008 2007
1. Banknotes in circulation ......... ... ... ... ... . ... ... 28342790 26849471 25784992 24877907 22129413
2. Liabilities to euro area credit institutions related
to monetary policy operations denominated in euro .. ... 22569665 12995940 14776795 10804294 17 789308
2.1 Current accounts (covering the minimum reserve system) 9612694 11777570 11881016 9196994 16735366
2.2 Deposit facility ..................................... 10796 971 718 370 2895779 1607 300 3942
2.3 Fixed-term deposits ........... .. L. 2 160 000 500 000 - - 1050000
2.4 Fine-tuning reverse operations ....................... - - - - -
2.5 Deposits related to margincalls ................... ... - - - - -
3. Other liabilities to euro area credit institutions
denominated ineuro .............. .. .. ... - 21906 226 403 130 193 -
4. Liabilities to other euro area residents
denominatedineuro ............. ... ... ... ... ... 540 374 131343 115753 85 307 55 065
4.1 General government ... ... 65 330 82277 107 777 58 396 44 595
4.2 Other liabilities . ........ ... ... . .. ... 475 044 49 066 7976 26 911 10470
5. Liabilities to non-euro area residents denominated in euro 339995 268 792 257 674 273713 412 580
6. Liabilities to euro area residents denominated
in foreigncurrency ... 1264 394 679 502 - - -
7. Liabilities to non-euro area residents denominated
in foreign CUIMTENCY ... e 1739702 1657 312 2 206 790 2529999 1563 587
8. Counterpart of special drawing rights allocated by the IMF 5130512 5002973 4706 392 536 100 521 154
9. Intra-Eurosystem liabilities ........... ... ... ... ... ... .. 52859 185 13870537 42489874 104242930 61659594
9.1 Liabilities related to promissory notes
backing the issuance of ECB debt certificates .......... - - - - -
9.2 Net liabilities related to the allocation of euro banknotes
within the Eurosystem .......... .. ... ... ... ... .. ... - - - - -
9.3  Other liabilities within the Eurosystem (net) ............ 52859185 13870537 42489874 104242930 61659594
10. Other liabilities .......... ... ... ... ... ... ... ... ....... 895018 742 945 654 546 1065 755 848 029
10.1 Off-balance-sheet instruments revaluation differences ... 303 053 65811 52 597 - -
10.2 Accruals and income collected in advance ............. 20719 21470 19 547 58 872 47 344
10.3 Sundry ........................................... 571 246 655 664 582 402 1006 883 800 685
T1. Provisions . ......... ... ... . 33643 78 240 142 194 1156 915 948 068
11.1 For future exchange losses . ......................... - - - 150 020 144519
11.2 FOr NeW Premises ... ...t - - - - -
11.3 FOr contingencies ... .........uiieiiiinaaiinan - - - 803 549 803 549
11.4 In respect of monetary policy operations .............. 33643 78 240 142 194 203 346 -
12. Revaluation accounts ................... . ... ... ... ... 9013808 7689840 5515358 4655322 3930 309
13. Capital, reserve fund and available reserve .............. 4086842 3877208 2671829 2401477 2215797
13.1 Capital ... . 10 000 10 000 10 000 10 000 10 000
13.2 Reserve fund:
Statutory reserve ... 1168 694 1168 694 1168 694 862 429 676 971
Extraordinary reserve ............... ... 1150790 1150790 1150790 1150790 1150543
Amortisation accounts in respect of
tangible and intangible fixed assets ................. 342 029 340 402 342 345 378 258 378 283
13.3 Available reserve . ... ... 1415329 1207 322 - - -
14. Profit for the financial year ............................ 899 089 832029 1911908 444 600 283218
Total liabilities ........ ... ... ... . .. .. 127 715017 74698 038 101460508 153204512 112356 122
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2.2.8.2 PROFIT AND LOSS ACCOUNT®

(in € thousand)

2011 2010 2009 2008
1. Netinterestincome ......... ... ... ... .. ... 1175478 943 380 990 635 912171
1.1 Interest income . ... 1654136 1375550 1829 606 4097 961
1.2 Interest @Xpense ......... .. -478 658 -432 170 -838971 -3185790
2. Net result of financial operations, write-downs
and Provisions .. ... -10 194 43518 1085720 90 644
2.1 Realised gains/losses arising from financial operations . . .. 49 967 103 455 145 958 106 246
2.2 Write-downs on financial assets and positions ........... -60 161 -59 937 -13 806 -10 102
2.3 Transfer to/from provisions ............... ... ... ..., - - 953 568 -5 500
3. Net income/expense from fees and commissions ........ 4172 7033 7 440 4773
3.1 Fees and commissions iNCOME .. .........vviieennnnn. 10 904 15024 15994 12 346
3.2 Fees and cOmMMISSIONS €XPENSE . ..o vvvteiie e -6 732 -7 991 -8 554 -7573
4. Income from equity shares and participating interests ... 44 905 91719 50 193 56 506
5. Net result of pooling of monetary income .............. 29923 49 195 63 821 -255 763
6. Otherincome .............. ... ... .. 110 098 70561 69 403 70993
7. Staffcosts ... -261 285 -203 235 -188 080 -187 155
8. Administrative expenses ................. ... -84 200 -79 109 -74 187 -61748
Depreciation of tangible and intangible fixed assets ... .. 6011 -3331 -918 -13738
10. Banknote production services .......................... n. n. n. n.
11. Other eXpenses .. ... - - - -247
12. Corporation tax ... -103 797 -87 702 -92 119 -171 836
Profit for theyear ....... ... ... ... ... il 899 089 832029 1911908 444 600

(1) In 2009, the Bank adopted a new format for its profit and loss account. In order to ensure comparability of the annual accounts, the 2008 profit and loss account has been
reformatted.
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2.2.8.3 DIVIDEND PER SHARE

(in €

Gross dividend
Withholding tax
Net dividend

2011 2010 2009 2008 2007
141.76 166.12 126.48 75.00 72.00
35.44 41.53 31.62 18.75 18.00
106.32 124.59 94.86 56.25 54.00
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2.3 Auditor’s report to the Council
of Regency

AUDITOR'S REPORT TO THE COUNCIL OF
REGENCY OF THE NATIONAL BANK OF BELGIUM
ON THE FINANCIAL STATEMENTS FOR THE YEAR
ENDED 31 DECEMBER 2011

We report to you on the performance of the audit man-
date. This report contains our opinion on the financial
statements as well as certain additional comments.

UNQUALIFIED OPINION ON THE FINANCIAL
STATEMENTS

In accordance with Article 27.1 of the Protocol on the
Statutes of the European System of Central Banks and of
the European Central Bank, we have audited the finan-
cial statements for the year ended 31 December 2011,
prepared in accordance with the financial reporting
framework applicable to the National Bank of Belgium
(the ‘Bank’), which show a balance sheet total of
€127 715 017 thousands and a profit for the year of
€ 899 089 thousands.

RESPONSIBILITY OF THE BOARD OF DIRECTORS FOR THE
PREPARATION AND FAIR PRESENTATION OF THE FINANCIAL
STATEMENTS

The Board of Directors is responsible for the preparation
and fair presentation of the financial statements. This res-
ponsibility includes: designing, implementing and main-
taining internal control relevant to the preparation and
fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in
the circumstances.

RESPONSIBILITY OF THE AUDITOR

Our responsibility is to express an opinion on these finan-
cial statements based on our audit. We conducted our
audit in accordance with the legal requirements and the
auditing standards applicable in Belgium, as issued by
the Institute of Registered Auditors (Institut des Réviseurs
d’Entreprises/Instituut van de Bedrijfsrevisoren). Those
standards require that we plan and perform the audit to
obtain reasonable assurance whether the financial state-
ments are free from material misstatement.
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In accordance with these standards, we have performed
procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The proce-
dures selected depend on our judgment, including the
assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error.

In making those risk assessments, we have considered
internal control relevant to the Bank’s preparation and
fair presentation of the financial statements 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 Bank’s internal control.
We have evaluated the appropriateness of accounting
policies used, the reasonableness of significant accoun-
ting estimates made by the Bank and the presentation
of the financial statements, taken as a whole. Finally, we
have obtained from the Board of Directors and the Bank’s
officials the explanations and information necessary for
executing our audit procedures. We believe that the audit
evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

OPINION

In our opinion, the financial statements for the year ended
31 December 2011 give a true and fair view of the Bank'’s
financial position and the results of its operations in accor-
dance with the financial reporting framework applicable
to the Bank.

ADDITIONAL COMMENTS

The preparation and the content of the annual report
as well as the Bank’s compliance with the Organic Law,
its bylaws, the applicable requirements of the Company
Code (Wetboek van vennootschappen/Code des sociétés)
and the legal and regulatory requirements applicable to
the accounting records and the financial statements of
the Bank, are the responsibility of the Board of Directors.

Our responsibility is, on the basis of a number of specific
additional audit procedures carried out at the request of
the Bank, to include in our report the following additional
comments, which do not modify the scope of our opinion
on the financial statements:

— The annual report deals with the information required
by law and is consistent with the financial statements.
We are, however, unable to comment on the descrip-
tion of the principal risks and uncertainties which the
Bank is facing, and on its financial situation,
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its foreseeable evolution or the significant influence
of certain facts on its future development. We can
nevertheless confirm that the matters disclosed do not
present any obvious inconsistencies with the informa-
tion that we became aware of during the performance
of our mandate.

Without prejudice to formal aspects of minor impor-
tance, the accounting records were maintained in
accordance with the legal and regulatory requirements
applicable to the accounting records and the financial
statements of the Bank.

We do not have to report any transactions undertaken
or decisions taken in violation of the Organic Law, the
Bank’s bylaws or the requirements of the Company
Code applicable to the Bank.

The appropriation of the results proposed to you com-
plies with the legal and statutory provisions.

Brussels, 15 March 2012
Ernst & Young Réviseurs d’Entreprises sccrl
Auditor

represented by

Christel Weymeersch
Partner

2.4 Approval by the Council of
Regency

Having taken note of the examination by the Audit
Committee, the Council of Regency approved the annual
accounts and the report on the company’s activities in the
year 2011 at its meeting on 28 March 2012, and deter-
mined the final distribution of the profits for that year. In
accordance with Article 44 of the Statutes, the approval
of the accounts implies a discharge for the administration.
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Annex 1

Art. 1. — This Law shall govern a matter referred to in
Article 78 of the Constitution.

Chapter | — Nature and objectives

Art. 2. — The National Bank of Belgium, in Dutch
“Nationale Bank van Belgié”, in French “Banque Nationale
de Belgique”, in German “Belgische Nationalbank”,
established by the Law of 5 May 1850, shall form an
integral part of the European System of Central Banks,
hereinafter referred to as ESCB, whose Statute has been
established by the Protocol relating to it and annexed to
the Treaty establishing the European Community.

Furthermore, the Bank shall be governed by this Law, its
own Statutes and, additionally, by the provisions relating
to limited liability companies by shares [sociétés anonymes
— naamloze vennootschappen]®@.

Art. 3. — The Bank’s registered office shall be in Brussels.

The Bank shall establish outside offices in locations on
Belgian territory where the need for them exists.

Art. 4. — The Bank’s share capital, which shall amount
to ten million euro, shall be represented by four hun-
dred thousand shares, of which two hundred thousand
— registered and non-transferable — shall be subscribed
by the Belgian State and two hundred thousand shall

(1) Law of 22 February 1998 establishing the Organic Statute of the National Bank of
Belgium (unofficial coordinated translation dated 1 September 2011).

(2) The provisions on limited liability companies by shares do not apply to the
National Bank of Belgium except:
1. in regard to matters which are not governed either by the provisions of
Title VIl of Part Three of the Treaty establishing the European Community and
the Protocol on the Statute of the European System of Central Banks and of the
European Central Bank, or by the above-mentioned Law of 22 February 1998 or
the Statutes of the National Bank of Belgium; and
2. insofar as they are not in conflict with the provisions referred to in 1.
(Article 141 § 1 of the Law of 2 August 2002 on the supervision of the financial
sector and on financial services).

Organic Law "

be registered, bearer or dematerialised shares. The share
capital shall be fully paid up.

Bearer shares, which have already been issued and
held on securities accounts as at 1 January 2008, shall
be converted into dematerialised shares on this date.
Other bearer shares shall be automatically converted into
dematerialised shares as they are booked onto securities
accounts from 1 January 2008 onwards.

Except for those belonging to the State, the shares may
be converted into registered or dematerialised shares, free
of charge, as the owner wishes.

Chapter Il — Tasks and transactions

Art. 5. - 1. In order to achieve the objectives of the ESCB
and to carry out its tasks, the Bank may:

— operate in the financial markets, by buying and sell-
ing outright (spot and forward), or under repurchase
agreement or by lending or borrowing claims and mar-
ketable instruments expressed in Community or in non-
Community currencies, as well as precious metals;

— conduct credit operations with credit institutions and
other money market or capital market participants, with
lending being based on adequate collateral.

2. The Bank shall comply with the general principles
defined by the ECB for open market and credit opera-
tions, including those relating to announcement of the
conditions under which such transactions are carried out.
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Art. 6. — Within the limits and in accordance with the
detailed terms and conditions adopted by the ECB, the Bank
may also carry out, inter alia, the following transactions:

1. issue and redeem its own loan instruments;

2. accept deposits of securities and precious metals,
undertake the redemption of securities and act on behalf
of other parties in transactions in securities, other financial
instruments and precious metals;

3. carry out transactions in interest-rate instruments;

4. carry out transactions in foreign currencies, gold or
other precious metals;

5. carry out transactions with a view to the investment
and financial management of its holdings of foreign cur-
rencies and of other external reserve elements;

6. obtain credit from foreign sources and provide guaran-
tees for that purpose;

7. carry out transactions relating to European or interna-
tional monetary cooperation.

Art. 7. — The Bank’s claims arising from credit transactions
shall entail a preferential claim on all securities which the
debtor holds in an account with the Bank or in its securi-
ties clearing system as his own assets.

This preferential claim shall have the same rank as the
preferential claim of the creditor secured with a pledge.
It takes precedence over the rights set out in Article 8,
paragraph 3, of the Law of 2 January 1991 on the market
in public debt securities and monetary policy instru-
ments, Articles 12, paragraph 4, and 13, paragraph 4, of
Royal Decree N° 62 on the deposit of fungible financial
instruments and the settlement of transactions involving
such instruments, as coordinated by the Royal Decree of
27 January 2004, and 471, paragraph 4, of the Company
Code.

In the event of default on payment of the Bank’s claims
referred to in the first paragraph, the Bank may, after
notifying the debtor in writing that he is in default, take
action automatically, without a prior court decision, to
realise the securities on which it has a preferential claim,
notwithstanding the possible bankruptcy of the debtor
or any other situation in which there is concourse as
between his creditors. The Bank must endeavour to con-
vert the securities into cash at the most advantageous
price and as quickly as possible, account being taken of
the volume of the transactions. The proceeds from this
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conversion into cash shall be allocated to the Bank'’s claim
in respect of principal, interest and costs, any balance
remaining after settlement reverting to the debtor.

When the Bank accepts claims as a pledge, as soon as
the pledge agreement has been entered into, it is noted
in a register kept at the National Bank of Belgium or with
a third party appointed for this purpose.

By being recorded in this register, which is not subject to
any specific formalities, the National Bank of Belgium’s
pledge is given a firm date and becomes opposable erga
omnes, with the exception of the debtor of the pledged
claim.

The register may only be consulted by third parties who
are considering acceptance of an in rem (collateral) right
over claims which may be taken as a pledge by the
National Bank of Belgium. Consultation of the register is
governed by terms to be stipulated by the National Bank
of Belgium.

In the event of insolvency proceedings being instituted,
as set out in Article 3, paragraph 5 of the Law of
15 December 2004 relating to financial collateral and vari-
ous tax provisions in relation to in rem collateral arrange-
ments and loans relating to financial instruments, to the
account of a credit institution having pledged claims to
the National Bank of Belgium, the following provisions

will apply:

a) the registered lien of the National Bank of Belgium
on claims takes precedence of all other in rem collateral
subsequently arranged or granted to third parties over the
same claims, irrespective of whether or not the debtor
of the pledged claims has been notified of the above-
mentioned liens and whether or not the above-mentioned
liens have been recognised by the debtor of the pledged
claims; in the event that the National Bank of Belgium
brings the pledge to the attention of the debtor of the
pledged claim, the latter may now only make payment in
full discharge to the National Bank of Belgium.

b) third parties acquiring a lien concurrent with that of the
National Bank of Belgium, as described in the preceding
paragraph, are obliged, in any event, to transfer to the
National Bank of Belgium, without delay, the amounts
which they have received from the debtor of the pledged
claim upon insolvency proceedings being instituted. The
National Bank of Belgium is entitled to demand payment
of these amounts, without prejudice to its right to dam-
ages and interest.



¢) notwithstanding any provisions to the contrary, set-off
that might result in the cancellation of all or part of the
claims pledged to the National Bank of Belgium is not
authorised under any circumstances.

d) Article 8 of the Law of 15 December 2004 relating to
financial collateral and various tax provisions in relation
to in rem collateral arrangements and loans relating to
financial instruments, shall apply by analogy to the taking
of claims as a pledge by the National Bank of Belgium,
the words “financial instruments” being replaced by
“claims”.

e) the combined provisions of Articles 5 and 40 of the
Law relating to mortgages (loi hypothécaire) do not apply.

Art. 8. — The Bank shall ensure that the clearing and pay-
ment systems operate properly and shall make certain
that they are efficient and sound.

It may carry out all transactions or provide facilities for
these purposes.

It shall provide for the enforcement of the regulations
adopted by the ECB in order to ensure the efficiency and
soundness of the clearing and payment systems within
the European Community and with other countries.

Art. 9. — Without prejudice to the powers of the institu-
tions and organs of the European Communities, the Bank
shall implement the international monetary cooperation
agreements by which Belgium is bound in accordance
with the procedures laid down by agreements concluded
between the Minister of Finance and the Bank. It shall
provide and receive the means of payment and credits
required for the implementation of these agreements.

The State shall guarantee the Bank against any loss and
shall guarantee the repayment of any credit granted by
the Bank as a result of the implementation of the agree-
ments referred to in the preceding paragraph or as a
result of its participation in international monetary coop-
eration agreements or transactions to which, subject to
approval by the Council of Ministers, the Bank is a party.
The State shall also guarantee the Bank the repayment of
any credit granted in the context of its contribution to the
stability of the financial system and guarantee the Bank
against any loss incurred as a result of any transaction
necessary in this regard.

Art. 9bis. — Within the framework set by Article 105(2)
of the Treaty establishing the European Community and
Articles 30 and 31 of the Protocol on the Statute of the
European System of Central Banks and of the European

Central Bank, the Bank shall hold and manage the official
foreign reserves of the Belgian State. Those holdings shall
constitute assets allocated to the tasks and transactions
coming under this chapter and the other tasks of public
interest entrusted to the Bank by the State. The Bank shall
record these assets and the income and charges relat-
ing thereto in its accounts in accordance with the rules
referred to in Article 33.

Art. 10. — The Bank may, on the conditions laid down by,
or by virtue of, law, and subject to their compatibility with
the tasks within the domain of the ESCB, be entrusted
with the performance of tasks of public interest.

Art. 11. — The Bank shall act as State Cashier on the con-
ditions determined by law.

In regard to currencies borrowed by the State, it shall be
entrusted, to the exclusion of all other Belgian or foreign
bodies, with the conversion into euro of the currencies of
States not participating in Monetary Union or of States
which are not members of the European Community.

The Bank shall be informed of all plans for the contracting
of foreign currency loans by the State, the Communities
and the Regions. At the request of the Bank, the Minister
of Finance and the Bank shall consult together whenever
the latter considers that these loans are liable to prejudice
the effectiveness of monetary or foreign exchange policy.
The terms and conditions of this giving of information and
this consultation shall be laid down in an agreement to be
concluded between the Minister of Finance and the Bank,
subject to approval of this agreement by the ECB.

Art. 12. — The Bank shall contribute to the stability of the
financial system. For all decisions and transactions made
in the context of its contribution to the stability of the
financial system, the Bank shall enjoy the same degree of
independence as that determined by Article 108 of the
Treaty establishing the European Community.

The Bank may further be charged with the gathering of
statistical information or with the international cooper-
ation relating to any task referred to in Article 10.

Art. 12bis. — § 1. The Bank shall exercise supervision
of financial institutions in accordance with this Law
and specific laws governing the supervision of these
establishments.

§ 2. Within the areas of supervision pertaining to its
competence, the Bank may lay down regulations supple-
menting the legal or regulatory provisions on points of a
technical nature.
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Without prejudice to any consultation provided for in
other laws or regulations, the Bank may, in accordance
with the procedure of open consultation, explain, in a
consultative memorandum, the content of any regula-
tion it is considering adopting, and publish this on its
website with a view to obtaining any comments by those
concerned.

These regulations shall come into force only after their
approval by the King and their publication in the Moniteur
belge/Belgisch Staatsblad (Belgian Official Gazette). The
King may amend those regulations or establish any rules
Himself that He shall determine if the Bank has not laid
down those regulations.

§ 3. The Bank shall carry out its supervisory tasks exclu-
sively in the general interest. The Bank, the members of
its bodies and the members of its staff shall not bear any
civil liability for their decisions, non-intervention, acts or
conduct in the exercise of the legal supervisory tasks of
the Bank, save in the event of fraud or gross negligence.

§ 4. The Bank’s operating costs relating to the supervision
referred to in paragraph 1 are borne by the institutions
subject to its supervision, according to the terms and con-
ditions laid down by the King.

The Bank may make the administration of the Land
Registry, Public Records and Crown Lands Office responsi-
ble for recovery of unpaid taxes.

Art. 13. — The Bank may carry out all transactions and
provide all services which are ancillary to or follow from
the tasks referred to in this Law.

Art. 14. — The Bank may entrust the performance of
tasks not within the domain of the ESCB with which it
is charged or for which it takes the initiative, to one or
more distinct legal entities specially set up for this purpose
and in which the Bank holds a significant interest; one
or more members of the Bank’s Board of Directors shall
participate in directing such entities.

If the task is entrusted by law to the Bank, the prior
consent of the King, on the proposal of the competent
minister, shall be required.

Art. 15. — Repealed.

Art. 16. — The legal entities referred to in Article 14 and
controlled exclusively by the Bank shall be subject to
auditing by the Court of Auditors [Cour des Comptes
— Rekenhof].
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Chapter Ill - Organs — Composition
— Incompatibilities

Art. 17. — The organs of the Bank shall be the Governor,
the Board of Directors, the Council of Regency, the Board
of Censors and the Sanctions Committee.

Art. 18. — 1. The Governor shall direct the Bank and
preside over the Board of Directors and the Council of
Regency.

2. If he is unable to attend, he shall be replaced by the
Vice-Governor without prejudice to the application of
Article 10.2 of the Statute of the ESCB.

Art. 19. — 1. In addition to the Governor, who presides,
the Board of Directors shall be composed of at least five
but not more than seven directors, one of whom shall
bear the title of Vice-Governor, conferred on him by
the King. The Board of Directors shall include an equal
number of French and Dutch speakers, with, possibly, the
exception of the Governor.

2. The Board shall be responsible for the administration
and management of the Bank and shall decide on the
direction of its policy.

3. It shall exercise regulatory power in the cases laid
down by law. In circulars or recommendations, it shall lay
down all measures with a view to clarifying the applica-
tion of the legal or regulatory provisions whose applica-
tion the Bank supervises.

4. It shall decide on the investment of the capital, reserves
and depreciation accounts after consultation with the
Council of Regency and without prejudice to the rules
adopted by the ECB.

5. It shall pronounce upon all matters which are not
expressly reserved for another organ by law, the Statutes
or the Rules of Procedure.

6. It shall provide opinions to the various authorities that
exercise legal or regulatory power on all draft legislative
or regulatory acts relating to the supervisory tasks with
which the Bank is or may be charged.

7. In urgent cases determined by the Governor, except for
adopting regulations, it may take decisions by written pro-
cedure or by using a voice telecommunications system, in
accordance with the specific rules laid down in the Bank’s
Rules of Procedure.



Art. 20. — 1. The Council of Regency shall be composed
of the Governor, the Directors and ten Regents. It shall
include an equal number of French- and Dutch-speaking
Regents.

2. The Council shall exchange views on general issues
relating to the Bank, monetary policy and the economic
situation of the country and the European Community,
supervisory policy with regard to each of the sectors
subject to the Bank’s supervision, Belgian, European and
international developments in the field of supervision,
as well as, in general, any development concerning the
financial system subject to the Bank’s supervision; without
however having any competence to intervene at opera-
tional level or take cognisance of individual dossiers. It
shall take cognisance every month of the situation of the
institution.

On a proposal from the Board of Directors it shall lay
down the Rules of Procedure, containing the basic rules
for the operation of the Bank’s organs and the organisa-
tion of its departments, services and outside offices.

3. The Council shall fix the individual salaries and pen-
sions of the members of the Board of Directors. These
salaries and pensions may not include a share in the
profits and no remuneration whatsoever may be added
thereto by the Bank, either directly or indirectly.

4. The Council shall approve the expenditure budget and
the annual accounts submitted by the Board of Directors.
[t shall finally determine the distribution of profits pro-
posed by the Board.

5. Repealed.

Art. 21. — 1. The Board of Censors shall be composed of
ten members. It shall include an equal number of French
and Dutch speakers. At least one member of the Board of
Censors shall be independent as defined by Article 526ter
of the Company Code.

2. The Board of Censors shall supervise the prepara-
tion and implementation of the budget. It is the Audit
Committee of the Bank and shall exercise in this capacity
the tasks laid down by Article 21bis.

3. The Censors shall receive an allowance, the amount of
which shall be set by the Council of Regency.

Art. 21bis. — 1. Without prejudice to the responsibilities
of the organs of the Bank and without prejudice to the
execution of the tasks and transactions within the domain

of the ESCB and their review by the statutory auditor, the
Audit Committee shall, at least:

a) monitor the financial reporting process;

b) monitor the effectiveness of the internal control and
risk management systems, and of the Bank’s internal
audit;

¢) monitor the statutory audit of the annual accounts,
including the compliance with the questions and recom-
mendations formulated by the statutory auditor;

d) review and monitor the independence of the statu-
tory auditor, and in particular the provision of additional
services to the Bank.

2. Without prejudice to Article 27.1 of the Protocol on
the Statute of the European System of Central Banks and
of the European Central Bank, and without prejudice to
the competence of the Works Council with respect to the
nomination, the proposal of the Board of Directors for
the appointment of the statutory auditor shall be given
on proposal of the Audit Committee. The Works Council
shall be informed of this proposal. The Audit Committee
shall also advise on the tender procedure for the appoint-
ment of the statutory auditor.

3. Without prejudice to any reports and notices of the
statutory auditor to the organs of the Bank, he shall
report to the audit committee on key matters arising
from the statutory audit, and in particular on material
weaknesses in internal control in relation to the financial
reporting process.

4. The statutory auditor shall:

a) confirm annually in writing to the audit committee his
independence from the Bank;

b) disclose annually to the audit committee any additional
services provided to the Bank;

¢) discuss with the audit committee the threats to his
independence and the safeguards applied to mitigate
those threats and that have been documented by him in
the audit working papers.

5. The Rules of Procedure shall specify the Audit
Committee Regulations.

Art. 22. — 1. Except as regards the tasks and transac-
tions within the domain of the ESCB, the Minister of
Finance, through his representative, shall have the right
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to supervise the Bank’s transactions and to oppose the
implementation of any measure which is contrary to the
law, the Statutes or the interests of the State.

2. The representative of the Minister of Finance shall,
ex officio, attend the meetings of the Council of Regency
and the Board of Censors. Except as regards the functions
and transactions within the domain of the ESCB, he shall
supervise the Bank’s transactions and suspend and bring
to the attention of the Minister of Finance any decision
which is contrary to the law, the Statutes or the interests
of the State.

If the Minister of Finance has not given a decision within
eight days on the suspension, the decision may be
implemented.

3. The salary of the representative of the Minister of
Finance shall be fixed by the Minister of Finance in con-
sultation with the management of the Bank and shall be
borne by the latter.

The representative of the Minister shall report to the
Minister of Finance each year on the performance of his
task.

Art. 23. — 1. The Governor shall be appointed by the
King for a renewable term of five years. He may be
relieved from office by the King only if he no longer
fulfils the conditions required for the performance of his
duties or if he has been guilty of serious misconduct. With
regard to this decision, he shall have the right of appeal as
provided in Article 14.2 of the Statute of the ESCB.

2. The other members of the Board of Directors shall be
appointed by the King, on the proposal of the Council
of Regency, for a renewable term of six years. They may
be relieved from office by the King only if they no longer
fulfil the conditions required for the performance of their
duties or if they have been guilty of serious misconduct.

3. The Regents shall be elected for a three-year term by the
General Meeting. Their term may be renewed. Two Regents
shall be chosen on the proposal of the most representative
labour organisations. Three Regents shall be chosen on
the proposal of the most representative organisations from
industry and commerce, from agriculture and from small
firms and traders. Five Regents shall be chosen on the pro-
posal of the Minister of Finance. The methods of proposing
candidates for these appointments shall be laid down by
the King, after deliberation in the Council of Ministers.

4. The Censors shall be elected for a three-year term
by the General Meeting of Shareholders. They shall be
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chosen from among persons with special qualifications
in the field of supervisory procedures. Their term may be
renewed.

Art. 24. — The Regents shall receive attendance fees and,
if appropriate, a travel allowance. The amount of such
remunerations shall be fixed by the Council of Regency.

Art. 25. — Members of the Legislative Chambers, the
European Parliament, the Councils of the Communities
and the Regions, persons who hold the position of minis-
ter or secretary of state or of member of the Government
of a Community or Region and members of the staff
of a member of the Federal Government or of the
Government of a Community or Region may not hold the
office of Governor, Vice-Governor, member of the Board
of Directors, member of the Sanctions Committee, regent
or censor. The last-mentioned functions shall automati-
cally cease when their holder takes the oath of office for
exercise of the above-mentioned offices or performs such
functions.

Art. 26. — § 1. The Governor, the Vice-Governor and the
other members of the Board of Directors may not hold
any office in a commercial company or a company which
is commercial in form or in any public body which carries
on an industrial, commercial or financial activity. Subject
to the approval of the Minister of Finance, they may how-
ever hold office in:

1. international financial institutions established under
agreements to which Belgium is party;

2. the Securities Regulation Fund (Fonds des Rentes
— Rentenfonds), the Protection Fund Deposit and Financial
Instrument (Fonds de protection des dépdts et des instru-
ments financiers — Beschermingsfonds voor deposito’s en
financiéle instrumenten), the Rediscount and Guarantee
Institute (Institut de Réescompte et de Garantie —
Herdiscontering- en Waarborginstituut) and the National
Delcredere Office (Office National du Ducroire — Nationale
Delcrederedienst);

3. the legal entities referred to in Article 14.

For duties and mandates in an institution subject to the
Bank’s supervision pursuant to Articles 8, 12 or 12bis,
the prohibitions referred to in the first paragraph shall
continue to apply for one year after the Governor,
Vice-Governor and other members of the Board of
Directors have relinquished their office.

The Council of Regency shall determine the conditions
relating to the relinquishment of office. It may, on the



recommendation of the Board of Directors, waive the
prohibition laid down for the period concerned after the
relinquishment of office if it finds that the activity envis-
aged has no significant influence on the independence of
the person in question.

§ 2. The Regents and the majority of Censors may not be
a member of the administrative, management or supervi-
sory bodies of an institution subject to the supervision of
the Bank pursuant to Articles 8, or 12bis, nor may they
perform management duties in such an institution.

§ 3. On a proposal from the Board of Directors, the
Council of Regency shall lay down the code of conduct
which must be respected by the members of the Board of
Directors and the staff, as well as the monitoring meas-
ures concerning respect for this code. Persons responsible
for supervising compliance with that code must maintain
professional secrecy as provided for in Article 458 of the
Penal Code.

Art. 27. — The terms of office of the members of the
Board of Directors, the Council of Regency and the Board
of Censors shall expire no later than when they reach the
age of sixty-seven years.

However, subject to authorisation by the Minister of
Finance, they may complete their current term. The terms
of the members of the Board of Directors may after-
while still be extended by one year, which term may be
renewed. In the case of the Governor's term of office, the
authorisation to complete the current term or its exten-
sion shall be granted by Royal Decree deliberated in the
Council of Ministers.

On no account may the office-holders referred to above
remain in office beyond the age of seventy years.

Art. 28. — The Governor shall send to the Chairmen of the
Chamber of Representatives and the Senate the annual
report referred to in Article 109 B(3) of the Treaty estab-
lishing the European Community, as well as a yearly report
on the activities of the Bank in the field of prudential
supervision. The Governor may be heard by the compe-
tent committees of the Chamber of Representatives and
the Senate at the request of these committees or on his
own initiative.

(1) The right of issue shall includes the right which the Bank may exercise pursuant
to Article 106 (1) of the Treaty establishing the European Community (Art. 141
§ 9 of the Law of 2 August 2002 on the supervision of the financial sector and
on financial services).

Chapter IV - Financial provisions
and revision of the statutes

Art. 29. — Repealed.

Art. 30. — Any capital gain realised by the Bank through
arbitrage transactions of gold assets against other exter-
nal reserve components shall be entered in a special
unavailable reserve account. This capital gain shall be
exempt from all taxation. However, where some external
reserve components have been arbitraged against gold,
the difference between the purchase price of that gold
and the average purchase price of the existing gold
stock shall be deducted from the amount of that special
account.

The net income from the assets which form the counter-
part to the capital gain referred to in the first paragraph
shall be allocated to the State.

External reserve components acquired as a result of the
transactions referred to in the first paragraph shall be
covered by the State guarantee as provided in Article 9(2)
of this Law.

The terms and conditions for application of the provi-
sions contained in the preceding paragraphs shall be
fixed by agreements to be concluded between the
State and the Bank. These agreements shall be pub-
lished in the Belgian Gazette (Moniteur belge/Belgisch
Staatsblad)).

Art. 31. — The reserve fund is intended for:
1. compensating for losses in capital stock;

2. supplementing any shortfall in the annual profit up to
a dividend of six per cent of the capital.

Upon expiration of the Bank’s right of issue®, the State
shall have a priority claim to one-fifth of the reserve fund.
The remaining fourfifths shall be distributed among all
the shareholders.

Art. 32. — The annual profits shall be distributed as
follows:

1. a first dividend of 6 % of the capital shall be allocated
to the shareholders;

2. from the excess, an amount proposed by the Board of
Directors and established by the Council of Regency shall
be independently allocated to the reserve fund or to the
available reserves;
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3. from the second excess, a second dividend, established
by the Council of Regency, forming a minimum of 50 % of
the net proceeds from the assets forming the counterpart
to the reserve fund and available reserves shall be allo-
cated to the shareholders;

4. the balance shall be allocated to the State; it shall be
exempt from company tax.

Art. 33. — The accounts and, if appropriate, the consoli-
dated accounts of the Bank shall be drawn up:

1. in accordance with this Law and the mandatory rules
drawn up pursuant to Article 26.4 of the Protocol on the
Statute of the European System of Central Banks and of
the European Central Bank;

2. and otherwise in accordance with the rules laid down
by the Council of Regency.

Articles 2 to 4, 6 to 9 and 16 of the Law of 17 July 1975
on business accounting and their implementing decrees
shall apply to the Bank with the exception of the decrees
implementing Articles 4 (6) and 9, § 2.

Art. 34. — The Bank and its outside offices shall comply
with the statutory provisions on the use of languages in
administrative matters.

Art. 35. — Except when called upon to give evidence
in court in a criminal case, the Bank and members and
former members of its organs and its staff shall be subject
to professional secrecy and may not divulge to any person
or authority whatsoever confidential information of which
they have had knowledge on account of their duties.

Paragraph 1 shall not preclude the communication of con-
fidential information to third parties in cases laid down by
or by virtue of the law.

The Bank, members of its organs and its staff shall be
exempt from the obligation contained in Article 29 of the
Code of Criminal Procedure.

Contraventions of this article shall incur the penalties laid
down by Article 458 of the Penal Code. The provisions
of Book 1 of the Penal Code, including Chapter VIl and
Avrticle 85, shall be applicable to contraventions of this article.

This article does not prevent the observance, by the Bank,
the members of its organs and its staff, of specific legal pro-
visions as to professional secrecy, whether more restrictive
or not, notably when the Bank is charged with collecting
statistical data or information on prudential supervision.
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Art. 36. — The Council of Regency shall amend the
Statutes in order to bring them into conformity with this
Law and with the international obligations which are
binding on Belgium.

Other amendments to the Statutes shall be adopted, on
the proposal of the Council of Regency, by a majority of
three-quarters of the votes pertaining to the total number
of shares present or represented at the General Meeting
of Shareholders.

Amendments to the Statutes shall require the approval
of the King.

Chapter IV/1 - Provisions concerning
the supervision of financial
institutions

Section 1 - General provisions

Art. 36/1. — Definitions: For the purpose of this chapter
and chapter IV/2, the following definitions shall apply:

1° “the Law of 2 August 2002": the Law of 2 August
2002 on the supervision of the financial sector and on
financial services;

2° “financial instrument”: an instrument as defined in
Article 2, 1° of the Law of 2 August;

3° “credit institution”: any institution referred to in
Titles Il to IV of the Law of 22 March 1993 on the legal
status and supervision of credit institutions;

4° "electronic money institution” : any institution referred
to in Title llbis of the Law of 22 March 1993 on the legal
status and supervision of credit institutions;

5e “investment firm with the status of stockbroking
firm” : any investment undertaking referred to in Book I
of the Law of 6 April 1995 on the legal status and super-
vision of investment firms that is recognised as a stock-
broking firm or authorised to provide investment services
which would require authorisation to operate as a stock-
broking firm to be obtained if they were being provided
by a Belgian investment firm;

6° “insurance company”: any undertaking referred to in
the Law of 9 July 1975 on the supervision of insurance
companies;



7° “reinsurance company”: any undertaking referred to
in the Law of 16 February 2009 on reinsurance activities;
8° “mutual insurance association”: any undertaking
referred to in Article 57 of the Programme Law of
10 February 1998 on the promotion of the independent
company;

9° “payment institution” : any undertaking referred to in
the Law of 21 December 2009 on the legal status of pay-
ment institutions, access to the activity of payment service
provider and access to payment systems;

10° “regulated market” : any Belgian or foreign regulated
market;

11° “Belgian regulated market”: a multilateral system,
run and/or managed by a market operator, which ensures
or facilitates the matching — even within the system itself
and according to its non-discretionary rules — of manifold
interest expressed by third parties in buying and selling
financial instruments, in a way that leads to making con-
tracts in financial instruments admitted to trading under
its rules and/or its systems, and that is recognised and
operates regularly in accordance with the provisions of
Chapter Il of the Law of 2 August;

12° “foreign regulated market” : any market for financial
instruments that is organised by a market operator whose
home State is a Member State of the European Economic
Area other than Belgium and that has been recognised
in this Member State as a regulated market pursuant to
Title Il of Directive 2004/39/EC;

13° “clearing institution” : any institution that undertakes
conversion into net debt by means of novation or of the
clearing of mutual claims arising from transactions on
financial instruments or forward exchange transactions;

14° “settlement institution” : any institution that under-
takes the settlement of orders to transfer financial instru-
ments, or rights in respect of those financial instruments
or of forward exchange transactions, whether or not
settlement is in cash;

15° “FSMA" : the Financial Services and Markets Authority
("Autorité des services et marchés financiers"/" Autoriteit
voor Financiéle Diensten en Markten”, in German
" Autoritat Finanzielle Dienste und Maérkte");

16° “competent authority” : the Bank, the FSMA or the
authority indicated by each Member State pursuant to
Article 48 of Directive 2004/39/EC, unless otherwise men-
tioned in the Directive;

17° “Directive 2004/39/EC": Directive 2004/39/EC of
the European Parliament and of the Council of 21 April
2004 on markets in financial instruments, amending
Council Directives 85/611/EEC and 93/6/EEC and Directive
2000/12/EC of the European Parliament and of the
Council and repealing Council Directive 93/22/EEC;

18° "CSRSFI”: the Committee for Systemic Risks and
System-relevant Financial Institutions.

Art. 36/2. — In accordance with Article 12bis, with the
provisions of this chapter and the specific laws govern-
ing the supervision of financial institutions, the Bank’s
mission shall be to undertake prudential supervision of
credit institutions, including electronic money institutions,
investment firms with the status of stockbroking firm,
insurance companies, reinsurance companies, mutual
insurance associations, clearing institutions, settlement
institutions, institutions equivalent to settlement institu-
tions and payment institutions.

By derogation from the preceding paragraph, super-
vision of mutual insurance companies referred to in
Articles 43bis, § 5, and 70, 8§ 6, 7 and 8, of the Law
of 6 August 1990 on mutual insurance companies and
national unions of mutual insurance companies, as well
as their operations, falls within the competence of the
Control Office of mutual health funds and national unions
of mutual health funds.

In carrying out its tasks, the Bank shall take account, in its
capacity as competent prudential authority, of the conver-
gence, in terms of supervision instruments and practices,
of the implementation of the legislative, regulatory and
administrative obligations imposed under the applicable
European Directives.

To this end, it is required to:

a) take part in the work of the European Banking
Authority;

b) comply with the guidelines, recommendations,
standards and other measures agreed by the European
Banking Authority and, if it fails to do so, shall explain
the reasons.

In its capacity as competent prudential authority, when
carrying out its general interest duties, the Bank shall
take due account of the potential impact of its deci-
sions on the stability of the financial system in all the
other Member States concerned and, particularly, in
emergency situations, on the strength of information
available at the time.
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Art. 36/3. — § 1. Without prejudice to Article 36/2, and
in accordance with Articles 12 and 12bis and the specific
laws that govern the supervision of financial institutions,
the Bank’s mission shall also be:

1° to intervene in the detection of any threats to the
stability of the financial system, in particular by following
up and assessing strategic developments in and the risk
profile of systemic financial institutions;

2° to submit recommendations to the federal govern-
ment and federal parliament on measures that are neces-
sary or useful for the stability, the smooth running and the
efficiency of the country’s financial system;

3° to coordinate financial crisis management;

4° to contribute to the missions of the European and
international institutions, organisations and organs in the
areas described in 1° to 3° and to collaborate in particular
with the European Systemic Risk Board.

§ 2. The Bank shall determine, among the financial
institutions referred to in Article 36/2, those that must be
considered as system-relevant and shall inform each one
of these institutions. From this moment onwards, these
institutions are required to send the Bank their proposals
for strategic decisions. Within two months of receipt of a
complete file supporting the strategic decision, the Bank
may oppose these decisions if it feels that they go against
sound and prudent management of the system-relevant
financial institution or are liable to have a significant effect
on the stability of the financial system. It may use all the
powers conferred on it by this Law and the specific laws
governing the supervision of the financial institutions
concerned.

Strategic decisions shall be understood to mean deci-
sions, once they assume a certain degree of importance,
that concern any investment, disinvestment, participation
or strategic cooperation relationship on the part of the
system-relevant financial institution, notably decisions to
acquire or establish another institution, to set up a joint
venture established in another State, to conclude coopera-
tion agreements or agreements on capital investment or
acquisition of a branch of activity, merger or demerger. The
Bank shall specify the decisions that are to be considered
as strategic and of a certain importance for the application
of this article. It shall publish these stipulations.

§ 3. When the Bank considers that a system-relevant
financial institution has an inadequate risk profile or that
its policy is liable to have a negative impact on the stability
of the financial system, it may impose specific measures
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on the institution in question, notably particular require-
ments in respect of solvency, liquidity, risk concentration
and risk positions.

§ 4. To enable the Bank to exercise the competences laid
down by the preceding paragraphs, each system-relevant
financial institution shall send it a report on developments
in its business activities, its risk position and its financial
situation.

The Bank shall determine the content of the information
that must be sent to it as well as the frequency and the
arrangements for this reporting.

§ 5. Failure to respect the provisions of this article may
give rise to the imposition of administrative fines, penal-
ties and penal sanctions provided for by this Law and
the specific laws applicable to the financial institutions in
question.

§ 6. The FSMA shall provide the Bank with the informa-
tion it possesses and which the latter has requested for
the purposes of carrying out the tasks referred to in this
article.

Art. 36/4. — In carrying out its tasks referred to in
Article 12bis, the Bank shall have no competence in
respect of fiscal matters. However, it shall notify the judi-
cial authorities of any special mechanisms set up by an
institution falling within the scope of its prudential supervi-
sion, the aim or result of which mechanisms is to promote
fraud by third parties, where it is aware of the fact that
those special mechanisms constitute a fiscal offence under
the Penal Code, punishable by penal sanctions for the
institutions themselves as author, co-author or accessory.

Art. 36/5. — § 1. In the instances stipulated by the
law regulating the task in question, the Bank may give
prior written consent on an operation. The Bank make
its consent dependent on the conditions that it deems
appropriate.

§ 2. The consent referred to in § 1 shall be binding on
the Bank, save:

1° where it appears that the operations to which it refers
are incompletely or incorrectly described in the request
for consent;

2° where those operations are not performed in the
manner proposed to the Bank;

3° where the effects of those operations are modified
by one or more subsequent operations, with the result



that the operations to which the consent refers no longer
conform to the definition given of them in the request
for consent;

4° where the conditions upon which the consent is
dependent are not or no longer fulfilled.

§ 3. Upon the recommendation of the Bank, the King
determines the terms and conditions for application of
the present article.

Art. 36/6. — The Bank shall organise a website and keep it
up to date. This website shall contain all regulations, pro-
ceedings and resolutions that are required to be published
in the context of its legal tasks pursuant to Article 12bis, as
well as any other information that the Bank deems appro-
priate to disseminate in the interest of these same tasks.

Without prejudice to the means of publication prescribed
by the appropriate legal or regulatory provisions, the Bank
shall specify other possible means of publishing the regu-
lations, resolutions, opinions, reports and other proceed-
ings it makes public.

Art. 36/7. — All notifications that the Bank or the Minister
are required to make by registered letter or recorded deliv-
ery in accordance with the laws and regulations whose
application is supervised by the Bank may be made by
writ of execution or by any other method determined by
the King.

Section 2 - Sanctions Committee

Art. 36/8. — § 1. The Sanctions Committee shall pro-
nounce on the imposition by the Bank of administrative
fines and penalties laid down by the laws applicable to the
institutions that it supervises.

§ 2. The Sanctions Committee shall comprise six mem-
bers appointed by the King:

1° a State counsellor or honorary State counsellor,
appointed on a proposal from the First President of the
Council of State;

2° a counsellor at the Court of Cassation or honorary
counsellor at the Court of Cassation, appointed on a pro-

posal from the First President of the Court of Cassation;

3° two magistrates who are neither members of the
Court of Cassation, nor of the Brussels Court of Appeal;

4° two other members.

§ 3. The chairman is elected by the members of the
Sanctions Committee from among the persons men-
tioned in § 2, 1°, 2° and 3.

§ 4. For the three years preceding their appointment, the
members of the Sanctions Committee may not have been
on either the Board of Directors of the Bank, or a member
of the Bank’s staff, or of the CSRSFI.

During the course of their mandate, members may not
carry out any duties whatsoever or any mandate what-
soever in an institution subject to the supervision of the
Bank or in a professional association representing institu-
tions subject to the supervision of the Bank, nor may they
provide services for a professional association represent-
ing institutions subject to the supervision of the Bank.

§ 5. The mandate of the members of the Sanctions
Committee is six years and renewable. Members may be
removed from office by the King only if they no longer
fulfil the conditions for the performance of their duties or
if they have been guilty of serious misconduct.

Should a member of the Sanctions Committee’s seat
fall vacant, whatever the reason, a replacement for that
member shall be found for the remaining term of office.

§ 6. The Sanctions Committee may take valid decisions
when two of its members and its chairman are present
and in a position to deliberate. If its chairman is unable to
attend, it may take valid decisions when three of its mem-
bers are present and in a position to deliberate.

Members of the Sanctions Committee may not deliberate
in a case in which they have a personal interest that may
influence their opinion.

§ 7. The King shall determine, in consultation with the
management of the Bank, the amount of compensation
allocated to the chairman and to the members of the
Sanctions Committee in accordance with the cases on
which they have deliberated.

§ 8. The Sanctions Committee shall lay down its rules of
procedure and its rules of conduct.

Section 3 - Rules of procedure for the imposition
of administrative fines and penalties

Art. 36/9. — § 1. Where, in carrying out its legal tasks
pursuant to Article 12bis, the Bank determines that there
are serious indications of the existence of a practice
liable to give rise to the imposition of an administrative
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fine or a penalty or where, following a complaint, it is
made aware of such a practice, the Board of Directors
shall decide to open an investigation and entrust the
auditor with it. The auditor shall investigate the charges
and the defence.

The auditor is designated by the Council of Regency from
among the members of staff of the Bank. He shall enjoy
total independence in the performance of his duties as
auditor.

In order to carry out his task, the auditor may exercise
all the powers of investigation vested in the Bank by
the legal and regulatory provisions governing the matter
concerned. He shall be assisted in the conduct of each
inquiry by one or more members of the Bank’s staff that
he chooses from among the members of staff designated
to this end by the Board of Directors.

§ 2. At the end of the investigation, once the persons
concerned have been heard or at least duly summoned,
the auditor shall draw up a report and send it to the Board
of Directors.

Art. 36/10. — § 1. On the basis of the auditor’s report,
the Board of Directors shall decide to close the case, pro-
pose a compromise settlement or refer it to the Sanctions
Committee.

§ 2. If the Board of Directors decides to close a case, it
shall inform the persons concerned of this decision. It may
make the decision public.

§ 3. If the Board of Directors puts forward a proposal for
a compromise settlement, and its proposal is accepted,
the compromise settlement shall be published on the
Bank's website without specifying any names.

The amount of the compromise settlements shall be
recovered in favour of the Treasury by the Land Registry,
Public Records and Crown Lands Office.

§ 4. If the Board of Directors decides to refer the case to
the Sanctions Committee, it shall send a notification of
grievance together with the investigation report to the
persons concerned and the chairman of the Sanctions
Committee. If the Board of Directors considers that the
grievances can lead to the imposition of a penalty, this
shall be expressly mentioned.

§ 5. In the event that one of the grievances is liable to
constitute a criminal offence, the Board of Directors shall
inform the Crown prosecutor. The Board of Directors can
decide to make its decision public.
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When the Crown prosecutor decides to set criminal
proceedings in motion for the charges to which the noti-
fication of grievances refers, he shall immediately inform
the Bank. The Crown prosecutor can give the Bank, auto-
matically or upon request from the latter, a copy of any
material from the procedure relating to the charges that
are the subject of the transmission.

Decisions taken by the Board of Directors pursuant to this
article are not open to appeal.

Art. 36/11. — § 1. Persons to whom a notification of
grievances has been addressed have two months in which
to submit their written observations on the charges to the
chairman of the Sanctions Committee. If the notification
made by the Board of Directors mentions that the charges
could give rise to the imposition of a penalty, this period
shall be reduced to eight calendar days. In exceptional
circumstances, the chairman of the Sanctions Committee
may extend these periods.

§ 2. Persons implicated may obtain copies of case docu-
ments from the Sanctions Committee and may be assisted
or represented by a lawyer of their choice.

They may request an objection to a member of the
Sanctions Committee if they have any doubts about
the independence or impartiality of this member.
The Sanctions Committee shall pronounce on this request
by a reasoned decision.

§ 3. Following an adversary procedure and after the audi-
tor has been heard, the Sanctions Committee may impose
an administrative fine or penalties on the persons in ques-
tion. The Sanctions Committee shall pronounce by a rea-
soned decision. No sanctions may be decided without the
person or his/her representative first having been heard
or at least duly summoned. At the hearing, the Board of
Directors shall be represented by the person of its choice
and may have its observations heard.

§ 4. The amount of the fine or the extent of the penal-
ties shall be set in accordance with the seriousness of
the breaches committed and in relation to any ben-
efits or profits that may have been drawn from these
breaches.

§ 5. The Sanctions Committee’s decision shall be sent by
registered letter to the persons concerned. The letter of
notification shall indicate the legal remedies, the com-
petent authorities in order for cognisance to be taken of
them, as well as the form and terms that are required to
be respected, failing which the period of limitation for
bringing an appeal shall not come into effect.



§ 6. The Sanctions Committee shall publish its decisions
nominatively on the Bank’s website, unless such publica-
tion risks threatening financial stability or being dispropor-
tionately detrimental to the interests of those concerned
or the institutions to which they belong, in which case the
decision shall be published on the Bank’s website non-
nominatively. In the event of an appeal against the sanc-
tion decision, this shall be published non-nominatively
pending the outcome of the legal proceedings.

The Board of Directors shall be notified of the Sanctions
Committee’s decisions before they are published.

Art. 36/12. — The administrative fines and penalties
imposed by the Sanctions Committee and that have
become definitive, as well as the compromise settlements
made before the criminal judge has made a definite pro-
nouncement on the same facts, shall be imputed to the
amount of any penal fine that is imposed for those facts
in respect of the same person.

Section 4. - Professional secrecy, exchange of
information and cooperation with other
authorities

Art. 36/13. — Notwithstanding Article 35, paragraph 1,
the Bank may communicate confidential information:

1° where the communication of such information is stipu-
lated or authorised by or pursuant to this Law and the
laws regulating the tasks entrusted to the Bank;

2° to expose criminal offences to the judicial authorities;

3° within the framework of administrative or judicial
appeal proceedings against acts or decisions of the Bank
and in any other proceedings to which the Bank is a party;

4° in abridged or summary form, in order that individual
natural or legal persons cannot be identified.

The Bank may publish the decision to expose criminal
offences to the judicial authorities.

Art. 36/14. — § 1. By derogation from Article 35, the
Bank may also communicate confidential information:

1° to the European Central Bank and the other central
banks and institutions with a similar mission in their
capacity as monetary authorities when such information
is relevant for carrying out their respective legal duties,
notably conduct of monetary policy and provision of
liquidity connected with it, oversight of payment, clearing

and settlement systems, as well as preserving the stability
of the financial system, and also to other public authorites
in charge of overseeing payment systems.

Whenever an emergency situation arises, including
unfavourable developments on the financial markets,
that is likely to threaten market liquidity and the stability
of the financial system in one of the Member States in
which entities of a group comprising credit institutions
or investment firms have been authorised or in which
branches of significant importance are established within
the meaning of Article 49, §§ 5bis and 5ter, of the Law
of 22 March 1993 on the legal status and supervision of
credit institutions or of Article 95, 8§ 5bis and 5ter, of the
Law of 6 April 1995 on the legal status and supervision
of investment firms, the Bank may pass on information
to the central banks in the European System of Central
Banks when this information is relevant for carrying out
their respective legal duties, notably conduct of monetary
policy and provision of liquidity connected with it, over-
sight of payment, clearing and settlement systems, as well
as preserving the stability of the financial system.

In the event of an emergency situation as referred to
above, the Bank may disclose, in all the Member States
concerned, any information that may be of interest for
central government departments responsible for legis-
lation governing the supervision of credit institutions,
financial institutions, investment services and insurance
companies;

2° within the limits of European Directives, to the com-
petent authorities of the European Union and of other
Member States of the European Economic Area that
exercise one or more competences comparable to those
referred to in Articles 36/2 and 36/3;

3° in compliance with European Directives, to the com-
petent authorities of third countries that exercise one
or more competences comparable to those referred to
in Articles 36/2 and 36/3 and with which the Bank has
concluded a cooperation agreement providing for the
exchange of information;

4° to the FSMA;

5° to Belgian institutions or to institutions of other
Member States of the European Economic Area that
manage a system for the protection of deposits or
investors;

6° to institutions for the clearing or settlement of finan-
cial instruments that are authorised to provide services
for transactions in financial instruments conducted on a
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Belgian organised market, where the Bank deems that
communication of the information concerned is neces-
sary for the orderly operation of those institutions to be
protected against any shortcomings — even potential — of
participants on the market in question;

7° within the limits of European Directives, to market
operators for the orderly operation, control and supervi-
sion of the markets that they organise;

8° during civil or commercial proceedings, to the authori-
ties and legal representatives involved in bankruptcy or
composition proceedings or analogous collective proceed-
ings concerning companies subject to the Bank’s super-
vision, with the exception of confidential information
in respect of the participation of third parties in rescue
attempts prior to such proceedings;

9° to statutory auditors, to company auditors and to
other persons charged with the legal examination of
the accounts of companies subject to the supervision
of the Bank, of the accounts of other Belgian finan-
cial institutions or of the accounts of similar foreign
companies;

10° to sequestrators for the exercise of their task as
envisaged in the laws regulating the tasks entrusted to
the Bank;

11° to the authorities supervising the persons charged
with the legal examination of the annual accounts of
companies subject to the supervision of the Bank;

12° within the limits of European Directives, to rap-
porteurs and to the officers of the Competition Office
charged with the examination as referred to in the Law of
10 June 2006 on the protection of economic competition;

13° within the limits of European Directives, to the stock-
broker approval board as referred to in Article 21 of the
Law of 2 August 2002 ;

14° within the limits of European Directives, to the
Treasury Administration, in accordance with the legal and
regulatory provisions laid down for the implementation of
measures in respect of financial embargos;

15° within the limits of European Directives, to actuaries
independent of enterprises who, by virtue of the law,
carry out an assignment whereby they supervise those
enterprises, and to the bodies in charge of supervising
these actuaries;

16° to the Industrial Accidents Fund.
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§ 2. The Bank may communicate confidential informa-
tion in accordance with § 1 only on condition that the
recipient authorities or institutions use that information to
carry out their tasks and that, as regards that information,
they are subject to an obligation of professional secrecy
equivalent to that referred to in Article 35. Furthermore,
information communicated by an authority of another
Member State of the European Economic Area may be
divulged in the instances as referred to in 7°, 9°, 10°, 12°
and 16° of § 1 and to the authorities or bodies of third
countries as referred to in 4°, 6°, 10° of § 1 only with the
express agreement of that authority and, as the case may
be, only for the purposes for which that authority has
given its consent.

§ 3. Without prejudice to the more stringent provisions of
the specific laws governing them, the Belgian authorities
and bodies referred to in § 1 shall be bound by profes-
sional secrecy as referred to in Article 35 as regards the
confidential information they receive from the Bank in
application of § 1.

Art. 36/15. — Article 35 shall apply to statutory auditors,
to company auditors and to experts as regards the infor-
mation of which they have become cognisant by virtue
of the tasks of the Bank or by virtue of the verifications,
expert appraisals or reports that the Bank, within the
framework of its tasks as referred to in Articles 36/2 and
36/3, has charged them with carrying out or producing.

Paragraph 1 and Article 78 of the Law of 22 July
1953 establishing an Institut des réviseurs d’entreprises/
Instituut der Bedfrijfsrevisoren shall not apply to the com-
munication of information to the Bank that is stipulated
or authorised by the legal or regulatory provisions govern-
ing the tasks of the Bank.

Art. 36/16. — § 1. Without prejudice to Articles 35 and
36/13 to 36/15 and to the provisions of specific laws, the
Bank shall, in matters pertaining to its competence, coop-
erate with foreign competent authorities that exercise one
or more competences comparable to those referred to in
Articles 36/2 and 36/3.

§ 2. Without prejudice to the obligations arising for
Belgium from the law of the European Union, the Bank
may, on the basis of reciprocity, conclude agreements
with competent authorities, as referred to in § 1, with
a view to establishing the terms and conditions of that
cooperation, including the method of any distribution of
supervisory tasks, the designation of a competent author-
ity as supervision coordinator and the method of supervi-
sion through on-the-spot inspections or otherwise, what
cooperation procedures shall apply, as well as the terms



and conditions governing the collection and exchange of
information.

Art. 36/17. — § 1. Without prejudice to the relevant
provisions of Article 36/19, the following provisions shall
apply in the context of the competences referred to in
Articles 36/2 and 36/3 with regard to mutual cooperation
between the Bank and the other competent authorities
referred to in Article 4, paragraph 1, 22) of Directive
2004/39/EC of the European Parliament and of the
Council of 21 April 2004 on markets in financial instru-
ments and in Article 4, 4) of Directive 2006/48/EC of the
European Parliament and of the Council of 14 June 2006
relating to the taking up and pursuit of the business of
credit institutions, for the purposes of meeting the obliga-
tions arising from the said Directive 2004/39/EC :

1° The Bank shall collaborate with the other competent
authorities whenever that is necessary in order to fulfil
their duties, by making use of the powers conferred upon
it either by the above-mentioned Directives, or by national
legislation. To this end, the Bank shall notably have the
powers that are attributed to it by this Law. The Bank
shall offer its assistance to the competent authorities of
the other Member States. In particular, it shall exchange
information and cooperate with the other competent
authorities in enquiries or supervisory activities including
on-the-spot checks, even if the practices that are subject
to an investigation or verification do not constitute a vio-
lation of any rules in Belgium.

2° The Bank shall immediately notify any information
required for the purposes referred to in 1°. To this end,
apart from the appropriate organisational measures for
facilitating the correct execution of the cooperation
referred to in 1°, the Bank shall immediately take the
necessary measures to collect the information requested.
As regards the competences referred to in this paragraph,
when the Bank receives a request for an on-the-spot veri-
fication or for an enquiry, it shall follow this up within the
limits of its powers:

— by inspecting or investigating itself;

— by permitting the authority submitting the request or
auditors or experts to carry out the inspection or inves-
tigation directly.

3° The information exchanged in the context of the coop-
eration is covered by the professional secrecy obligation
referred to in Article 35. When it passes on information
in the framework of such cooperation, the Bank may
specify that this information cannot be disclosed without
its express consent or can only be disclosed for purposes

for which it has given its agreement. Likewise, when it
receives information, the Bank must, by derogation from
Article 36/14, respect any restrictions that may be set out
to it by the foreign authority as to the possibility of pass-
ing on the information thus received.

4° Where the Bank believes that the acts infringing the
provisions of the aforementioned Directives are being or
have been committed on the territory of another Member
State, or that the acts are damaging to financial instru-
ments traded on a regulated market in another Member
State, it shall inform the competent authority of this other
Member State, and also the FSMA, about these acts in
as detailed a manner as possible. If the Bank has been
informed by an authority of another Member State that
such acts have been committed in Belgium, it shall inform
the FSMA about this, take appropriate measures and send
the authority that informed it, as well as the FSMA, the
results of its intervention and notably, in so far as possible,
the main provisional outcome of its action.

§ 2. In the execution of § 1, the Bank may refuse to
follow up a request for information, investigation, on-the-
spot verification or monitoring if:

— following up such a request is liable to threaten
Belgium’s sovereignty, security or public order, or

— legal proceedings have already been initiated for the
same charges against the same persons in Belgium, or

— these persons have already been tried irrevocably for
the same charges in Belgium.

In such cases, it shall inform the competent authority
which presented the request, if necessary, by providing it
with as detailed information as possible on the proceed-
ings or judgment in question.

§ 3. As regards the competences referred to in § 1,
without prejudice to the obligations that rest on it in legal
proceedings of a penal nature, the Bank may only use
the information that it has received from a competent
authority or from the FSMA for the purposes of monitor-
ing respect for the conditions of access to the business
of the institutions subject to its supervision pursuant to
Article 36/2 and in order to facilitate supervision, on an
individual or consolidated basis, of the conditions for car-
rying out this business, impose sanctions, in the context
of an administrative appeal or legal action taken against a
decision by the Bank, in the framework of the extrajudicial
mechanism for settling investors’ complaints. However,
if the competent authority transmitting the information
agrees to this, the Bank may use this information for

Corporate Report | ANNEX 1 ORGANIC LAW |

105



106

other purposes or pass it on to the competent authorities
of other States.

§ 4. Paragraphs 1 and 2 shall also apply, according to the
conditions determined in the cooperation agreements, in
the context of cooperation with the authorities of third
States.

§ 5. The Bank is the authority that acts as point of contact
in charge of receiving requests for exchange of informa-
tion or cooperation in execution of § 1 for matters that
come under its remit.

The Minister shall notify the European Commission as well
as the other Member States of the European Economic
Area of this.

Art. 36/18. — Without prejudice to Articles 35 and 36/13
to 36/15, and to the provisions of specific laws, the Bank
and the FSMA shall conclude cooperation agreements
with the Control Office of mutual health funds and
national unions of mutual health funds on the subject of
supplementary health insurance practised by the mutual
insurance companies referred to in Articles 43bis, § 5, and
70, §8 6, 7 and 8, of the Law of 6 August 1990 on mutual
insurance companies and national unions of mutual
insurance companies. The cooperation agreements shall
govern, inter alia, exchange of information and the uni-
form application of the legislation concerned.

Section 5 - Powers of investigation, penal
provisions and means of appeal

Art. 36/19. — Without prejudice to the powers of investi-
gation conferred upon it by the legal and regulatory provi-
sions governing its tasks, the Bank may, in order to verify
whether an operation or an activity is envisaged by the
laws and regulations whose application it is responsible
for supervising, demand all necessary information from
those carrying out the operation or activity in question
and from all third parties permitting that operation or
activity to take place.

The Bank shall have the same power of investigation in
order to verify whether, within the framework of a coop-
eration agreement concluded with a foreign authority
and in respect of the substantive points indicated in the
written request from that authority, an operation or activ-
ity carried out in Belgium is envisaged by the laws and
regulations whose application that foreign authority is
responsible for supervising.
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The person or institution concerned shall communicate
that information within the deadline and in the form
specified by the Bank.

The Bank may verify or have verified in the books and
documents of interested parties the accuracy of the infor-
mation communicated to it.

If the person or institution in question has not sent the
information requested upon expiry of the deadline set
by the Bank, once the person or institution concerned
have been heard, and without prejudice to the other
measures provided for by law, the Bank may impose the
payment of a fine which may not be less than 250 euro
nor higher than 50 000 euro per calendar day, nor exceed
2 500 000 euro in total.

The penalties and fines imposed in application of this arti-
cle shall be recovered in favour of the Treasury by the Land
Registry, Public Records and Crown Lands Office.

Art. 36/20. — § 1. The following shall be punishable by a
prison term of between one month and one year and by
a fine of between 250 and 2 500 000 euro or by one of
these penalties alone:

— those who hamper the Bank’s investigations pursuant
to the present Chapter or who knowingly provide it with
inaccurate or incomplete information;;

— those who knowingly, through declarations or other-
wise, intimate or allow it to be believed that the opera-
tion or operations that they carry out or intend to carry
out are conducted under the conditions stipulated by the
laws and regulations whose application is supervised by
the Bank, whereas those laws and regulations either do
not apply to them or have not been respected by them.

§ 2. The provisions of Book | of the Penal Code shall,
without the exception of Chapter VIl and Article 85, be
applicable to the infringements referred to in § 1.

Art. 36/21. — § 1. An appeal with the Brussels Court of
Appeal may be lodged against any decision by the Bank
imposing a penalty or an administrative fine.

§ 2. Without prejudice to the special provisions laid down
by or pursuant to the law, the term for appeal shall, on
pain of extinction, be 30 days.

The term for appeal shall commence from notification of
the decision in dispute.



§ 3. On pain of inadmissibility, pronounced officially, the
appeal as referred to in § 1 shall be lodged by signed
petition delivered to the Registry of the Brussels Court of
Appeal in as many copies as there are parties.

On pain of inadmissibility, the petition shall contain:
1° mention of the date, month and year;

2° where the petitioner is a natural person, his or her
name, first names and address; where the petitioner is a
legal entity, its name, legal form, registered office and the
body that is representing it;

3° mention of the decision that is the subject of the
appeal;

4° statement of the arguments;

5 indication of the place, day and hour of the court
appearance fixed by the Registry of the Court of Appeal;

6° inventory of the supporting documents lodged
together with the petition with the Registry.

Notification of the petition shall be given by the Registry
of the Brussels Court of Appeal to all parties summoned
in the suit by the petitioner.

The Brussels Court of Appeal may at any time officially
summon to appear in the suit all other persons whose situ-
ation threatens to be affected by the ruling on the appeal.

The Brussels Court of Appeal shall determine the term
within which the parties are required to exchange their
written comments and to lodge a copy of those com-
ments with the Registry. It shall likewise determine the
date of the hearing.

Each of the parties may lodge their written comments
with the Registry of the Brussels Court of Appeal and
consult the dossier there on the spot.

The Brussels Court of Appeal shall determine the term
within which the comments are required to be produced.
The Registry shall notify the parties of them.

§ 4. Within five days after registration of the petition, the
Registry of the Brussels Court of Appeal shall request the
Bank to forward the procedure dossier. The dossier shall
be forwarded within five days after receipt of the request.

§ 5. The appeal as referred to in § 1 shall serve to suspend
the decision of the Bank.

Art. 36/22. — According to an accelerated procedure
determined by the King, an appeal may be lodged with
the Council of State:

1° by the applicant for an authorisation, against decisions
taken by the Bank in respect of authorisation pursuant to
Articles 10 and 11 of the Law of 22 March 1993 on the
legal status and supervision of credit institutions. A like
appeal may be lodged where the Bank has made no ruling
within the periods laid down in paragraph 1 of the afore-
mentioned Article 10; in the latter case, the appeal shall
be handled as if the request had been rejected;

2° by the credit institution, against decisions taken by the
Bank pursuant to Article 34, paragraph 3, of the afore-
mentioned Law of 22 March 1993;

3° by the credit institution, against decisions taken by the
Bank pursuant to Article 57, 8 1, paragraph 2, 1°, 1°bis,
2°, 3° and 4°, and against similar decisions taken pursuant
to Article 75, § 2, and Article 84 of the aforementioned
Law of 22 March 1993. The appeal shall serve to suspend
the decision and its publication save where the Bank, for
reasons of serious threat to savers, has declared its deci-
sion executory notwithstanding any appeal;

4° by the applicant, against decisions taken by the Bank
regarding authorisation pursuant to Articles 50 and 51 of
the Law of 6 April 1995 on the legal status and supervi-
sion of investment firms. A like appeal may be lodged by
the applicant where the Bank has made no ruling within
the periods laid down in paragraph 1 of the aforemen-
tioned Article 50. In the latter case, the appeal shall be
handled as if the request had been rejected;

5° by the investment firm, against decisions taken by the
Bank pursuant to Article 104, § 1, 1°, 1°bis, 2°, 3° and 4°,
of the aforementioned Law of 6 April 1995 or decrees
referring to it. The appeal shall serve to suspend the deci-
sion and its publication, save where the Bank, for reasons
of serious threat to investors, has declared its decision
executory notwithstanding any appeal;

6° by the applicant for registration and by the com-
pany concerned, against decisions taken by the Bank to
refuse, suspend or withdraw the registration, pursuant to
Article 139 of the aforementioned Law of 6 April 1995
and pursuant to its implementing measures; the appeal
shall serve to suspend the decision, save where the Bank,
for serious reasons, has declared its decision executory
notwithstanding any appeal;

7° by the applicant for an authorisation, against deci-
sions taken by the Bank pursuant to Article 4 of the
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Law of 9 July 1975 on the supervision of insurance
undertakings; a like appeal may be lodged where the
Bank has made no ruling within the periods laid down
in paragraph 4 of the aforementioned Article 4; in the
latter case, the appeal shall be handled as if the request
had been rejected;

8° by the insurance undertaking, against decisions to
extend the request for information taken by the Bank
pursuant to Article 21, § 1ter, of the aforementioned Law
of 9 July 1975;

9° by the insurance undertaking, against decisions to raise
tariffs taken by the Bank pursuant to Article 21octies, § 2,
of the aforementioned Law of 9 July 1975;

10° by the insurance undertaking, against decisions taken
by the Bank pursuant to Article 26, § 1, paragraph 2, 1°,
2°, 3°, and 4°, and §§ 5, 8 and 9 of the aforementioned
Law of 9 July 1975;

11° by the insurance undertaking, against decisions to
withdraw the authorisation taken by the Bank pursuant
to Article 43 of the aforementioned Law of 9 July 1975;

12° by the insurance undertaking, against decisions to
protest taken by the Bank pursuant to Articles 51, 55 and
58 of the aforementioned Law of 9 July 1975, or where
the Bank has not ruled within the period laid down in
Article 51, paragraph 2, of the same Law;

13° by the applicant for authorisation and by the author-
ised institution, against the decision by the Bank to
refuse, suspend or revoke the authorisation pursuant to
Articles 3, 12 and 13 of the Law of 2 January 1991 on
the national debt securities market and monetary policy
instruments, and its implementing decrees. The appeal
shall serve to suspend the decision unless the Bank, for
serious reasons, has declared its decision executory not-
withstanding any appeal;

14° by the applicant for an authorisation, against deci-
sions taken by the Bank pursuant to Articles 9 and 15,
and against similar decisions taken pursuant to Article 59
of the Law of 16 February 2009 on reinsurance. A like
appeal may be lodged where the Bank has made no
ruling within the periods laid down in paragraph 1 of the
aforementioned Article 9 and in paragraph 2 of the afore-
mentioned Article 59. In these cases, the appeal shall be
handled as if the request had been rejected;

15° by the reinsurance undertaking, against decisions to
protest taken by the Bank pursuant to Article 32 of the
aforementioned Law of 16 February 2009;
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16° by the reinsurance undertaking, against decisions
taken by the Bank pursuant to Articles 47, § 1, para-
graph 2, 1°, 2°, 3° and 4°, 48, 8§ 1, 4 and 5, and 50,
paragraph 2, and against similar decisions taken pursuant
to Articles 58, paragraph 2, and 67 of the aforementioned
Law of 16 February 2009;

17° by the reinsurance undertaking, against decisions
revoking the authorisation taken by the Bank pursuant to
Article 53, and against similar decisions taken pursuant
to Article 67 of the aforementioned Law of 16 February
2009;

18° by the reinsurance undertaking, against decisions
taken by the Bank pursuant to Article 72, paragraphs 3
and 4, of the aforementioned Law of 16 February 2009;

19° by the applicant for an authorisation, against deci-
sions taken by the Bank in respect of authorisation
pursuant to Article 8 of the Law of 21 December 2009
on the legal status of payment institutions, access to the
activity of payment service provider and access to pay-
ment systems. A like appeal may be lodged where the
Bank has made no ruling within the periods laid down in
paragraph 3 of the aforementioned Article 8. In the latter
case, the appeal shall be handled as if the request had
been rejected;

20° by the payment institution, against decisions taken
by the Bank pursuant to Article 19, paragraph 3, of the
Law of 21 December 2009 on the legal status of payment
institutions, access to the activity of payment service pro-
vider and access to payment systems;

21° by the payment institution, against decisions taken by
the Bank pursuant to Article 35, § 1, paragraph 2, 1°, 2°,
3° and 4° and against similar decisions taken pursuant to
Article 44 of the Law of 21 December 2009 on the legal
status of payment institutions, access to the activity of
payment service provider and access to payment systems.
The appeal shall serve to suspend the decision and its
publication, save where the Bank, for reasons of serious
threat to users of payment services, the Bank has declared
its decision executory notwithstanding any appeal;

22° by the institution concerned, against decisions taken
by the Bank pursuant to Article 26, § 1, paragraph 4, of
the Law of 9 July 1975 on the supervision of insurance
companies, Article 57, § 4, of the Law of 22 March 1993
on the legal status and supervision of credit institutions,
and Article 104, § 1, last paragraph, of the Law of 6 April
1995 on the legal status and supervision of investment
firms; 18° by the applicant for an authorisation, against
decisions taken by the Bank pursuant to Article 36/25, § 2;



23° by the applicant for an authorisation, against deci-
sions taken by the Bank pursuant to Article 36/25, § 2;

24° by the applicant for an authorisation, against deci-
sions taken by the Bank in respect of authorisation pursu-
ant to Article 4 of the Royal Decree of 26 September 2005
on the legal status of settlement institutions and assimi-
lated institutions. A like appeal may be lodged where the
Bank has made no ruling within the periods laid down in
paragraph 1 of the aforementioned Article 4. In the latter
case, the appeal shall be handled as if the request had
been rejected;

25° by the settlement institution or assimilated insti-
tution, against decisions taken by the Bank pursuant
to Article 17 of the aforementioned Royal Decree of
26 September 2005;

26° by the settlement institution or assimilated institu-
tion, against decisions taken by the Bank pursuant to
Article 33, § 1, paragraph two, 1°, 1°bis, 2° and 3°, of
the aforementioned Royal Decree of 26 September 2005
and against similar decisions taken by the Bank pursu-
ant to Article 36 of the aforementioned Royal Decree of
26 September 2005. The appeal shall serve to suspend
the decision and its publication, save where the Bank, for
reasons of serious threat to clients or financial markets,
has declared its decision executory notwithstanding any
appeal.

Art. 36/23. — With a view to requesting enforcement of
the criminal law, the Bank is authorised to intervene, at
any stage of the proceedings, before the criminal court
to which an infraction punishable by this Law or by a law
charging the Bank with supervision of its provisions has
been referred, without the Bank thereby being required
to demonstrate the existence of any prejudice. The inter-
vention shall be according to the rules applying to the
plaintiff.

Section 6 — Anti-crisis measures

Art. 36/24. — § 1. Upon the recommendation of the
Bank, the King may, in the event of a sudden crisis on the
financial markets or in the event of a serious threat of a
systemic crisis, with a view to limiting the extent or the
consequences of this crisis:

1° determine regulations supplementing or derogating
from the Law of 9 July 1975 on the supervision of insur-
ance companies, the Law of 2 January 1991 on the
national debt securities market and monetary policy instru-
ments, the Law of 22 March 1993 on the legal status

and supervision of credit institutions, the Law of 6 April
1995 on the legal status and supervision of investment
firms, the Law of 2 August 2002 on the supervision of the
financial sector and on financial services, Book VIII, Title Il
chapter I, section Ill, of the Company Code, and Royal
Decree 62 on the deposit of fungible financial instruments
and the settlement of transactions in these instruments,
coordinated by Royal Decree of 27 January 2004

2° put in place a system for granting a State guarantee
for commitments entered into by institutions supervised
pursuant to the aforementioned laws that He shall deter-
mine, or for granting the State guarantee to certain claims
held by these institutions;

3° put in place, if necessary by means of regulations laid
down in accordance with 1°, a system for granting a State
guarantee for the reimbursement of associates who are
natural persons of their share of the capital of cooperative
societies, authorised in accordance with the Royal Decree
of 8 January 1962 on the license requirements for the
national groups of cooperative societies and for coopera-
tive societies, which are institutions supervised pursuant
to the aforementioned laws or at least half of whose
capital is invested in such institutions ;

4° put in place a system for granting State cover for losses
incurred on certain assets or financial instruments by insti-
tutions supervised pursuant to the aforementioned laws;

5° put in place a system for granting a State guarantee
for commitments entered into by entities whose activity
consists of acquiring and managing certain assets held by
institutions supervised pursuant to the aforementioned
laws;

6° as well as grant the State guarantee for commitments
entered into by Holding Communal SA.

The Royal Decrees taken under the terms of paragraph 1,
1°, shall cease to have effect if they have not been con-
firmed by law within twelve months from their date of
entry into force. The confirmation shall be retroactive to
the date of entry into force of the Royal Decrees. The
Royal Decrees taken pursuant to paragraph 1, 2° to 6°,
shall be deliberated in the Council of Ministers.

§ 2. As regards the application of paragraph 1, first
indent, 2° to 5° institutions supervised pursuant to
the laws referred to in paragraph 1, first indent, 1° are
financial companies included on the list referred to in
Article 13, paragraph 4, of the Law of 22 March 1993
on the legal status and supervision of credit institu-
tions, mixed financial companies, credit establishments,
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investment firms and insurance undertakings, as well as
their direct or indirect subsidiaries.

Chapter IV/2 — Provisions concerning
the supervision of clearing institutions
and settlement institutions and
institutions equivalent to settlement
institutions

Art. 36/25. — § 1. As clearing institutions, the following
may provide clearing services in respect of transactions on
a Belgian regulated market or, on Belgian territory, pro-
vide such services in respect of transactions on a foreign
regulated market:

1° institutions with registered office in Belgium that are
authorised as credit institutions;

2° the branches established in Belgium of foreign credit
institutions;

3° institutions not established in Belgium that, in their
home country, are subject to a legal status and supervision
deemed equivalent by the FSMA and the Bank.

§ 2. Clearing institutions with registered office in Belgium
and which are not authorised as credit institutions, and
which desire to provide clearing services in respect of
transactions on a Belgian or foreign regulated market,
are required to be authorised in advance by the Bank.
Branches established in Belgium of a foreign clearing
institution that is not authorised as a credit institution
and which desire to provide clearing services in respect
of transactions on a Belgian or foreign regulated market
are likewise required to be authorised in advance by
the Bank.

§ 3. The initial rules for clearing, applying within the
framework of §§ 1 and 2, as well as amendments to those
rules, shall be subject to prior approval by the Bank, upon
the recommendation of the FSMA. The approval of the
Bank, the initial rules and amendments to those rules shall
be published in the Moniteur belge/Belgisch Staatsblad
(Belgian Official Gazette).

§ 4. The Bank is charged with the prudential supervision
of clearing institutions.

§ 5. Upon the recommendation of the Bank and the
FSMA, each within their field of competence, the King
determines:

| ANNEX 1 ORGANIC LAW | NBB Report 2011

1° the conditions and procedures for the granting of
authorisation and approval as referred to in 8§ 2 and 3,
the cases where that authorisation may be reviewed or
withdrawn and the procedures to apply, as well as the
fate of the authorisation should there be a change in
control, a merger, splitting or other form of restructuring
of the clearing institution;

2° the rules regarding supervision by the Bank of clearing
institutions that are not credit institutions as referred to
in§1, 1°;

3° the minimum requirements in respect of organisation,
operation, financial position, internal control and risk
management applicable to clearing institutions that are
not credit institutions as referred to in § 1, 1°, as well as
the rules regarding incompatibility with other activities;

§ 6. The provisions of the present article and of the
decrees issued implementing them shall not impair the
competence of the Bank as laid down in Article 8 of the
Law of 22 February 1998 establishing the Organic Statute
of the National Bank of Belgium.

§ 7. With the agreement of the Minister, the Bank may
conclude agreements with competent foreign supervisory
authorities, on the basis of reciprocity, on more detailed
rules for cooperation in respect of supervision and the
mutual exchange of information.

§ 8. The King may extend the application of the present
article to the clearing of transactions on other organised
markets.

§ 9. The present article shall not apply to the Eurosystem
central banks, nor to the clearing institutions that they
manage.

Art. 36/26. — § 1. As settlement institutions, the follow-
ing may provide clearing services in respect of transactions
on a Belgian regulated market or, on Belgian territory, pro-
vide such services in respect of transactions on a foreign
regulated market:

1° institutions with registered office in Belgium that are
authorised as credit institutions;

2° the branches established in Belgium of foreign credit
institutions

3° institutions recognised as central depositaries pursuant
to Royal Decree 62 of 10 November 1967 on promotion
of the circulation of securities;



4° institutions designated by the King to provide settle-
ment services for transactions in dematerialised securities
pursuant to Article 468 of the Company Code;

5° institutions not established in Belgium that, in their
home country, are subject to a legal status and supervision
deemed equivalent by the FSMA and the Bank.

§ 2. The Bank is charged with the prudential supervision
of the settlement institution designated in Article 4 of
the Law of 2 January 1991 on the national debt securi-
ties market and monetary policy instruments, and its
implementing decrees, of settlement institutions that are
recognised as central depositaries pursuant to the afore-
mentioned Royal Decree 62 of 10 November 1967 as well
as of those designated by the King to provide settlement
services in respect of transactions in dematerialised securi-
ties pursuant to Article 468 of the Company Code. Upon
recommendation of the Bank, the King may determine:

1° the rules, as well as the corrective measures, regard-
ing prudential supervision by the Bank of institutions as
referred to in § 1 that are not credit institutions estab-
lished in Belgium;

2° the minimum requirements in respect of organisation,
operation, financial position, internal control and risk
management applicable to institutions as referred to in
§ 1 that are not credit institutions established in Belgium.

§ 3. The provisions of the present article and of the
decrees issued implementing them shall not impair the
competence of the Bank as laid down in Article 8. Upon
recommendation of the Bank, the King may determine:

1° the standards regarding the supervision of settlement
systems;

2° the obligation on the settlement institution to disclose
information requested by the Bank;

3° coercive measures where the settlement institution
no longer satisfies the standards laid down or where the
obligation to disclose has not been observed.

§ 4. With the agreement of the Minister, the Bank may
conclude agreements with competent foreign supervisory
authorities, on the basis of reciprocity, on more detailed
rules for cooperation in respect of supervision and the
mutual exchange of information.

§ 5. The King may extend the application of the present
article to the settlement of transactions on other organ-
ised markets.

§ 6. Before any decision is taken on the opening of bank-
ruptcy proceedings or on a provisional removal of a case
within the meaning of Article 8 of the Law of 8 August
on bankruptcies with respect to a settlement institution as
referred toin § 1, 3° or 4°, the president of the Commercial
Court shall submit to the Bank a request for an opinion.
The clerk of the court shall transmit this request immedi-
ately. He shall inform the Crown prosecutor.

The Bank shall submit the case to the court in writing. This
request shall include the items necessary for information.

The Bank shall hand down its opinion with fifteen days
from the date of receipt of the request for an opinion. In
the event of a procedure relating to a settlement institu-
tion that it deems liable to have major systemic implica-
tions or which requires prior coordination with foreign
authorities, the Bank may hand down its opinion within
a longer timeframe, on condition however that the total
period does not exceed thirty days. When it considers
that it must make use of this exceptional period, the Bank
shall inform the court called upon to decide. The period
that the Bank has in which to hand down its opinion shall
serve to suspend the period in which the court must rule.
If the Bank has not responded within the period specified,
the court may decide on the request.

The opinion of the Bank shall be in writing. It shall be
transmitted by any means to the clerk, who shall hand it
over to the president of the Commercial Court and the
Crown prosecutor. The opinion shall be annexed to the
dossier.

§ 7. As regards the application of §§ 2 to 6, shall be
deemed equivalent to settlement institutions any institu-
tions established in Belgium whose business consists in
providing full or partial operational management of ser-
vices provided by settlement institutions as referred to in
§ 1, including when the latter are credit institutions estab-
lished in Belgium. The Bank shall designate the institutions
that fall within the scope of this paragraph.

The institutions referred to in paragraph 1 are required
to be authorised by the Bank. Upon the recommenda-
tion of the Bank and the FSMA, the King shall notably
regulate, both on a consolidated and non-consolidated
basis, the conditions and procedures for the granting of
the authorisation and for maintaining the authorisation
of these institutions by the Bank, including the conditions
that persons who are in charge of the actual management
and persons who hold a major stake, must meet.

Upon the recommendation of the Bank, the King may, in
compliance with Belgium’s international obligations, apply
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totally or partially the rules referred to in paragraphs 1 and
2 to institutions established abroad whose business con-
sists in providing full or partial operational management
of services provided by settlement institutions as referred
toin § 1 which are established in Belgium, including when
the latter are credit institutions established in Belgium.

§ 8. The present article shall not apply to the Eurosystem
central banks, nor to the settlement institutions or to
institutions equivalent to settlement institutions that they
manage.

Art. 36/27. — § 1. When an institution as referred to
in Article 36/26, § 1, 3° or an equivalent institution
as referred to in Article 36/26, § 7, is not operating in
accordance with the provisions of this law and of the
decrees issued implementing them, when its manage-
ment or financial position are of a nature to call into
question the performance of its obligations or do not
offer sufficient guarantees for its solvency, liquidity or
profitability, or when its management structures, its
administrative or accounting organisation or its internal
audit reveal serious shortcomings such that the stability
of the Belgian or international financial system is likely to
be affected, the King may, by Decree deliberated in the
Council of Ministers, either upon the Bank's request, or
on own initiative, after receiving the Bank’s opinion, lay
down any act of disposal, in favour of the State or any
other person, Belgian or foreign, a public or private legal
entity, notably any act of transfer, sale or capital invest-
ment with regard to:

1° assets, liabilities or one or more branches of activity
and, more generally, all or part of the rights and obliga-
tions of the institution concerned, including proceeding
to transfer client assets consisting of financial instruments
governed by coordinated Royal Decree 62 on the deposit
of fungible financial instruments and the settlement of
transactions in these instruments, as well as underlying
securities held with depositories in the name of the insti-
tution concerned, just as proceeding with the transfer of
resources, notably information technology resources, nec-
essary for processing transactions concerning these assets
and the rights and obligations relating to such processing;

2° securities or shares, representative or not of the capi-
tal, with or without voting rights, issued by the institution
concerned.

§ 2. The Royal Decree taken in application of paragraph 1
shall fix the compensation to be paid to the owners of
the property or to the right-holders subject to the transfer
specified by the Decree. If the transferee designated by
the Royal Decree is a person other than the State, the
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price payable by the transferee under the terms of the
contract concluded with the State shall pass to the said
owners or right-holders as compensation, according to
the distribution formula defined by the same Decree.

Part of the compensation may be variable as long as this
part is determinable.

§ 3. The institution concerned shall be notified of
the Royal Decree taken in application of paragraph 1.
Furthermore, the measures provided for in this Decree
shall be announced by publication of a notice in the
Moniteur belge/Belgisch Staatsblad.

As soon as it has received the notification referred to
in paragraph 1, the organisation shall lose the right to
dispose of the assets referred to in the acts of disposal
provided for by the Royal Decree.

§ 4. The acts referred to in paragraph 1 may not be sub-
ject to non-invocability pursuant to Articles 17, 18 or 20
of the Law of 8 August 1997 on bankruptcies.

Notwithstanding any conventional provision to the con-
trary, the measures determined by the King in applica-
tion of the first paragraph may not have the effect of
modifying the terms of a contract concluded between the
institution and one or more third parties, or of terminating
such a contract, nor of giving any of the parties concerned
the right to terminate it unilaterally.

As regards the measures decreed by the King in applica-
tion of paragraph 1, any statutory or contractual authori-
sation clause or pre-emption clause, any option to buy
from a third party, as well as any statutory or contractual
clause preventing a change in the supervision of the insti-
tution concerned, shall be ineffective.

The King has the power to make any other rules that are
necessary for the proper execution of the measures taken
in application of paragraph 1.

§ 5. The civil liability of persons, acting in the name of the
State or upon its request, intervening in the framework of
the measures referred to in this article, incurred as a result of
or in relation to their decisions, acts or conduct in the con-
text of these measures is limited to cases of fraud or gross
negligence concerning them. The existence of gross negli-
gence must be assessed taking account of the concrete cir-
cumstances of the case, and in particular the urgency with
which these persons were confronted, the practices on the
financial markets, the complexity of the case, threats for the
protection of savings and the risk of damage to the national
economy due to the failure of the institution concerned.



§ 6. All disputes that might arise as a result of the
measures referred to in this article, as well as the liability
referred to in paragraph 5, are subject to the exclusive
jurisdiction of the Belgian courts, which only apply Belgian
law.

§ 7. For the purposes of applying collective labour
agreement 32bis concluded on 7 June 1985 within the
National Labour Council, concerning the safeguarding of
employees’ rights in the event of a change of employer
as a result of a conventional company transfer and gov-
erning the rights of employees taken on in the event of
a takeover of assets following bankruptcy, acts commit-
ted pursuant to paragraph 1, 1°, are considered as acts
committed by the settlement institution or equivalent
institution itself.

§ 8. Without prejudice to the general principles of law
that it could invoke, the board of directors of the institu-
tion concerned may derogate from the statutory restric-
tions to its management powers when one of the specific
circumstances laid down in paragraph 1 is liable to affect
the stability of the Belgian or international financial
system. The board of directors shall draw up a special
report justifying the use of this provision and setting out
the decisions taken; this report shall be sent to the gen-
eral meeting within two months.

Art. 36/28. — § 1. For the purposes of this article, the
following definitions shall apply:

1° Royal Decree: the Royal Decree deliberated in the
Council of Ministers that shall apply to the extent of
Article 36/27, § 1;

2° act of disposal: the transfer or other ownership trans-
fer act provided for in the Royal Decree;

3° the court: the Brussels Court of First Instance;

4° the owners: the natural persons or legal entities that,
on the date of the Royal Decree, are the owners, or the
right-holders, of the assets or shares subject to the act of
disposal;

5e the third-party transferee: the natural person or legal
entity other than the Belgian State that, according to the
Royal Decree, is called on to acquire the assets or shares,
or rights, subject to the act of disposal;

6° the compensation: the indemnification that the Royal
Decree fixes in favour of the owners in compensation for
the act of disposal.

§ 2. The Royal Decree shall enter into force on the day of
publication in the Moniteur belge/Belgisch Staatsblad of
the judgment referred to in paragraph 8.

§ 3. The Belgian State shall lodge with the office of the
clerk of the court a petition with the purpose of stating
that the act of disposal is in conformity with the law
and that the compensation is deemed to be fair, taking
account notably of the criteria referred to in paragraph 7,
4t indent.

On pain of extinction, the petition shall contain:

1° the identity of the settlement institution or equiva-
lent institution concerned (hereafter “the institution
concerned”);

2° if necessary, the identity of the third-party transferee;

3° justification for the transfer from the point of view of
the criteria laid down in Article 36/27, § 1;

4° the compensation, the bases on which this has been
determined, notably as regards the variable part from
which it is composed and, if necessary, the key for distri-
bution of the capital between the owners;

5o if necessary, the authorisations required from the
public authorities and all the other suspensive conditions
to which the act of disposal is subject;

6° if necessary, the price agreed with the third-party
transferee for the assets or shares subject to the act of
disposal and the mechanisms for revising or adjusting
this price;

7° indication of the day, month and year;

8° the signature of the person representing the Belgian
State or the State’s lawyer.

A copy of the Royal Decree shall be attached to the
petition.

The provisions of Part IV, Book II, Title Vbis of the Legal
Code, including Articles 1034bis to 1034sexies are not
applicable to the petition.

§ 4. The proceedings introduced by the petition referred
to in paragraph 3 exclude all other simultaneous or future
appeals or actions against the Royal Decree or against the
transfer, with the exception of the request referred to in
paragraph 11. By virtue of the filing of the petition, there
shall be no grounds for any other proceedings, directed
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against the Royal Decree or the act of disposal, that may
have been previously introduced and still pending before
another legal or administrative jurisdiction.

§ 5. Within seventy-two hours of the filing of the peti-
tion referred to in paragraph 3, the president of the court
shall fix, by court order, the day and time for the hearing
referred to in paragraph 7, which must take place within
seven days following the filing of the petition. This order
shall reproduce the entire wording specified in para-
graph 3, second indent.

The order shall be notified by the clerk’s office by judicial
letter to the Belgian State, the institution concerned as
well as the third-party transferee, as the case may be. It
shall be published simultaneously in the Moniteur belge/
Belgisch Staatsblad. This publication shall qualify as noti-
fication to any possible owners other than the institution
concerned.

Within twenty-four hours of the notification, the institu-
tion concerned shall also publish the order on its website.

§ 6. Until the pronouncement of the judgment referred
to in paragraph 8, the persons referred to in paragraph 5,
second indent, may consult the petition referred to in
paragraph 3 as well as its appendices, free of charge, at
the clerk’s office.

§ 7. During the hearing set by the president of the court
and at any later hearings that the court may deem useful
to arrange, the court shall hear the Belgian State, the
institution concerned, as the case may be, the third-party
transferee as well as the owners who intervene voluntarily
in the proceedings.

By derogation from the provisions of Chapter Il of Title Il
of Book Il of the fourth Part of the Legal Code, no person
other than those referred to in the previous paragraph
may intervene in the proceedings.

After having heard the observations of the parties, the
court shall verify whether the act of disposal is in con-
formity with the law and whether the compensation is
deemed to be fair.

The court shall take account of the actual situation of the
institution concerned at the time of the act of disposal
and notably of its financial situation such as it was or
would have been had the public aid from which it ben-
efited, either directly or indirectly, not been granted. For
the purposes of application of this paragraph, advances
of emergency liquidity and guarantees granted by a statu-
tory corporate body shall be deemed similar to public aid.
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The court shall pronounce by one and the same judgment
that shall be handed down within twenty days following
the hearing fixed by the president of the court.

§ 8. The judgment with which the court rules that the act
of disposal is in conformity with the law and that the com-
pensation is deemed to be fair, shall convey ownership of
the assets or shares that are subject to the act of disposal,
albeit subject to the suspensive conditions referred to in
paragraph 3, second indent, 5°.

§ 9. The judgment referred to in paragraph 8 is neither
susceptible of appeal nor opposition nor third-party
opposition.

It shall be notified by judicial letter to the Belgian State,
the institution concerned as well as the third-party
transferee, as the case may be, and shall be published
simultaneously by extract in the Moniteur belge/Belgisch
Staatsblad.

This publication shall qualify as notification to any possible
owners other than the institution concerned, and makes
the act of disposal valid with regard to third parties, with-
out further formalities.

Within twenty-four hours of the notification, the institu-
tion concerned shall also publish the judgment on its
website.

§ 10. Following notification of the judgment referred to
in paragraph 8, the Belgian State or, as the case may be,
the third-party transferee shall deposit the compensation
at the Caisse des dépdts et consignations/Deposito- en
Consignatiekas (Deposit and Consignment Office), with-
out any formalities being required in this respect.

The Belgian State shall take steps to have a notice
confirming the fulfilment of the suspensive conditions
referred to in paragraph 3, second indent, 5°, published
in the Moniteur belge/Belgisch Staatsblad.

As soon as the notice referred to in paragraph 2 has
been published, the Deposit and Consignment Office is
required to hand over to the owners, according to the
terms and conditions laid down by the King, the amount
of compensation consigned, without prejudice to any
possible distraints or oppositions regularly made on the
sum consigned.

§ 11. On pain of extinction, the owners may lodge with
the court a request for review of the compensation,
within a period of two months from the publication in
the Moniteur belge/Belgisch Staatsblad of the judgment



referred to in paragraph 8. This request shall have no
effect on the transfer of ownership of the assets or shares
that are subject to the act of disposal.

For the rest, the request for review is provided for by the
Legal Code. Paragraph 7, fourth indent, shall apply.

Art. 36/29. — With regard to clearing or settlement
institutions or equivalent institutions, the Bank shall have
the following powers of investigation for the execution
of its task of supervision, as referred to in Articles 36/25
and 36/26 or for responding to requests for coopera-
tion from competent authorities within the meaning of
Article 36/14, § 1, 2° and 3°:

a) it may have forwarded to it all information and docu-
ments, in any form whatsoever;

b) it may undertake on-the-spot investigations and expert
appraisals, take cognisance of and copy, on the spot, any
document, file, and recording, and have access to any IT
system;

) it may demand the statutory auditors or persons in
charge of supervising the financial statements of these
entities, to send it special reports, at these entities’
expense, on subjects that it shall determine;

d) when these entities are established in Belgium, it may
require them to forward to it all useful information and
documentation regarding the companies that form part of
the same group and are established abroad.

Art. 36/30. — § 1. The Bank may order any clearing or
settlement institution or equivalent institution to comply
with the provisions of Articles 36/25 and 36/26 or with
the implementing decrees thereof, within a period the
Bank specifies.

Without prejudice to the other measures provided for by
law, if the clearing or settlement institution or equivalent
institution to which it has addressed an order in applica-
tion of paragraph 1 remains in default at the end of the
period specified, and provided that that person has been
heard, the Bank may:

1° make public its opinion with regard to the infringe-
ment or shortcoming concerned;

2° impose the payment of a fine which may not be less
than 250 euro nor higher than 50 000 euro per calendar
day, nor exceed 2 500 000 euro in total;

3° appoint a special auditor to a clearing or settle-
ment institution or equivalent institution with registered
office established in Belgium whose authorisation shall
be required for the acts and decisions that the Bank
determines.

In urgent cases, the Bank may take the measures as
referred to in paragraph 2, 1° and 3°, without prior order
in application of paragraph 1, provided that the institution
has been heard.

§ 2. Without prejudice to other measures laid down by
law, the Bank may, where, pursuant to Articles 36/9 to
36/11, it establishes an infringement of the provisions of
Articles 36/25 and 36/26 or the implementing decrees
thereof, impose an administrative fine on the offender
that, for the same offence or same totality of offences,
shall not be less than 2 500 euro and not more than
2 500 000 euro. Where the infringement has resulted in
the offender obtaining a capital gain, that maximum shall
be raised to twice the capital gain and, in the event of a
repeat offence, to three times the capital gain.

§ 3. The penalties and fines imposed in application of
§8 1 or 2, shall be recovered in favour of the Treasury by
the Land Registry, Public Records and Crown Lands Office.

Art. 36/31. - § 1. The following shall be punishable by a
prison term of between one month and one year and by
a fine of between 50 and 10 000 euro or by one of these
penalties alone:

1° those that, in Belgium, carry out clearing or settlement
activities in respect of financial instruments, without being
authorised to do so pursuant to Articles 36/25 and 36/26
or where that authorisation has been withdrawn;

2° those that contravene the provisions laid down in
application of Articles 36/25 and 36/26, and indicated by
the King in the relevant decrees;

3° those that hamper the investigations and expert
appraisals of the FSMA pursuant to the present chapter,
or knowingly provide it with incorrect or incomplete
information.

§ 2. The provisions of Book | of the Penal Code shall,
without the exception of Chapter VIl and Article 85, be
applicable to the infringements referred to in § 1.
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Chapter V — Transitional and repealing
provisions — entry into force

Art. 37. — The capital gain made from the transfer of
assets in gold with regard to the issuing by the State
of numismatic or commemorative coins, shall be allot-
ted to the State to the extent of the unused balance of
the 2.75 % of the weight of gold which appeared in the
Bank’s assets on 1 January 1987, and which could be
used by the State, particularly for issuing coins, by virtue
of Article 20bis (2) of the Law of 24 August 1939 on the
National Bank of Belgium.

Art. 38. —p.m.
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Annex 2 Statutes®

Chapter | — Constitution

Section | - Name, rules applicable and
establishments.

Art. 1. — The National Bank of Belgium, hereinafter
referred to as the Bank, in Dutch “Nationale Bank van
Belgié”, in French “Banque Nationale de Belgique”, in
German “Belgische Nationalbank”, established by the
Law of 5 May 1850, shall form an integral part of the
European System of Central Banks, hereinafter referred
to as ESCB, whose Statute has been established by the
Protocol relating to it and annexed to the Treaty establish-
ing the European Community.

Furthermore, the Bank shall be governed by the Law of
22 February 1998 establishing the Organic Statute of
the National Bank of Belgium, by these Statutes and,
additionally, by the provisions relating to public lim-
ited liability companies [sociétés anonymes — naamloze
vennootschappen].

Pursuant to Article 141 § 1 of the Law of 2 August 2002
on the supervision of the financial sector and on financial
services, the words “and, additionally, by the provisions
relating to public limited liability companies” are to be
interpreted as meaning that the provisions on public lim-
ited liability companies do apply to the National Bank of
Belgium only:

1° as regards matters which are not governed either
by the provisions of Title VII of Part Three of the Treaty

(1) Statutes of the National Bank of Belgium adopted by the General Council on
23 December 1998 and amended for the last time by the Council of Regency on
7 September 2011.

establishing the European Community and the Protocol on
the Statute of the European System of Central Banks and
of the European Central Bank, or by the abovementioned
Law of 22 February 1998 or the present Statutes; and

2° in so far as they are not in conflict with the provisions
referred to in 1°.

Notwithstanding the first and second paragraphs, the
Bank is a public limited liability company which arranges
or has arranged issues for general subscription.

Art. 2. — The Bank’s registered office shall be in Brussels,
boulevard de Berlaimont, number 14.

The Bank shall establish outside offices in locations on
Belgian territory where the need for them exists.

Section Il — Share capital and rights relating to
shares.

Art. 3. — The Bank's share capital, which shall amount to
ten million euro, shall be represented by four hundred
thousand shares, of which two hundred thousand — reg-
istered and non-transferable — shall be subscribed by the
Belgian State and two hundred thousand shall be regis-
tered, bearer or dematerialised shares. The share capital
shall be fully paid up.

Bearer shares, which have already been issued and
held on securities accounts as at 1 January 2008, shall
be converted into dematerialised shares on this date.
Other bearer shares shall be automatically converted into
dematerialised shares as they are booked onto securities
accounts from 1 January 2008 onwards.

The shares shall have no nominal value.
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Art. 4. — Each share shall confer the right to a propor-
tional and equal part in the ownership of the Bank’s assets
and in the sharing out of the profits.

Art. 5. — The rights and obligations attached to a share
shall follow the title of ownership, into whatever hands
it may pass.

The share shall be indivisible vis-a-vis the Bank; the Bank
shall recognise only one owner for each share.

Owners in joint ownership, usufructuaries and naked
owners, and all other persons who are jointly entitled
under a same share, should be represented by one and
the same person. So long as this requirement is not met,
the Bank may suspend the exercise of the rights pertain-
ing to these shares. This right of suspension shall be exer-
cised by the chairman of the General Meeting.

Art. 6. — Possession of a share shall signify acceptance of
the Bank’s statutes and of the decisions regularly taken by
the General Meeting.

Art. 7. — The shareholders, their heirs or creditors may
neither cause the Bank’s assets and valuables to be put
under seal nor request apportionment or sale by auction
or interfere in the Bank’s administration.

They must rely, for the exercise of their rights, on the
inventory of the Bank's assets and on the resolutions of
the General Meeting.

Art. 8. — Except for those belonging to the State, the
shares may be converted into registered or dematerialised

shares, free of charge, as the owner wishes.

Art. 9. — Ownership of a registered share shall be estab-
lished by entry in the Bank’s registers.

The registered owner shall receive a certificate which does
not constitute a transferable title.

The register of nominative shareholders can be kept in
electronic form.

Art. 10. — Shareholders shall be liable for losses only to
the extent of their interest in the Bank.
Section Il — Dissolution.

Art. 11. - The dissolution may not take place other than
by means of a law.

| ANNEX 2 STATUTES | NBB Report 2011

Chapter Il — Objectives, tasks and
operations

Section | — Objectives and prohibition of monetary
financing.

Art. 12. — The Bank shall participate in achieving the
objectives of the ESCB, which shall be:

— primarily, to maintain price stability;

— without prejudice to the objective of price stability to
support the general economic policies in the European
Community with a view to contributing to the achieve-
ment of the objectives of the Community as laid down
in Article 2 of the Treaty establishing the European
Community.

In order to achieve these objectives, the Bank shall act in
accordance with the principles laid down in Article 3a of
the Treaty establishing the European Community.

Art. 13. — The Bank shall be prohibited from granting
overdrafts or any other type of credit facility to European
Community institutions or bodies, central governments,
regional, local or other public authorities, other bodies
governed by public law or public undertakings of Member
States of the European Community, and also from pur-
chasing their debt instruments directly from them.

The first paragraph shall not apply to publicly owned
credit institutions which, in the context of the provision of
liquidity by the Bank, receive from it the same treatment
as private credit institutions.

Section Il — Tasks and transactions.

Art. 14. — The Bank shall participate in the basic tasks to
be carried out through the ESCB, which shall be:

— to define and implement the monetary policy of the
European Community;

— to conduct foreign exchange operations consistent
with Article 109 of the Treaty establishing the European
Community;

- to hold and manage the official foreign exchange
reserves of the Member States;

— to promote the smooth operation of the payment
systems.



Art. 15. — When carrying out the tasks and duties
referred to in this section, neither the Bank nor any
members of its decision-making bodies shall seek or take
instructions from institutions or bodies of the European
Community, from any government of a Member State of
the Community or from any other body.

Art. 16. — 1. In order to achieve the objectives of the
ESCB and to carry out its tasks, the Bank may:

— operate in the financial markets, outright by buying
and selling (spot and forward), or under repurchase
agreement or by lending or borrowing claims and mar-
ketable instruments expressed in Community or in non-
Community currencies, as well as precious metals;

— conduct credit operations with credit institutions and
other money market or capital market participants, with
lending being based on adequate collateral.

2. The Bank shall comply with the general principles
defined by the European Central Bank, hereinafter
referred to as the ECB, for open market and credit
operations, including those relating to announcement
of the conditions under which such transactions are
carried out.

Art. 17. — Within the limits and in accordance with
the detailed terms and conditions adopted by the ECB,
the Bank may also carry out, inter alia, the following
transactions:

1° issue and redeem its own loan instruments;

2° accept deposits of securities and precious metals,
undertake the redemption of securities and act on behalf
of other parties in transactions in securities, other financial
instruments and precious metals;

3° carry out transactions in interest-rate instruments;

4° carry out transactions in foreign currencies, gold or
other precious metals;

5° carry out transactions with a view to the investment
and financial management of its holdings of foreign cur-
rencies and of other external reserve elements;

6° obtain credit from foreign sources and provide guaran-
tees for that purpose;

7° carry out transactions relating to European or interna-
tional monetary cooperation.

Art. 18. — On being authorised to do so by the ECB, the
Bank shall issue banknotes in euro intended to circulate
as means of payment constituting legal tender in the terri-
tory of the States participating in Stage Three of Monetary
Union.

The Bank shall comply, with regard to the issuance and
design of the banknotes, with the rules laid down by the
ECB.

Art. 19. — The Bank shall ensure that the clearing and
payment systems operate properly and shall make certain
that they are efficient and sound.

It may carry out all transactions or provide facilities for
these purposes.

It shall provide for the enforcement of the regulations
adopted by the ECB in order to ensure the efficiency and
soundness of the clearing and payment systems within
the European Community and with other countries.

Art. 20. — Without prejudice to the powers of the institu-
tions and organs of the European Communities, the Bank
shall implement the international monetary cooperation
agreements by which Belgium is bound in accordance
with the procedures laid down by agreements concluded
between the Minister of Finance and the Bank. It shall
provide and receive the means of payment and credits
required for the implementation of these agreements.

The State shall guarantee the Bank against any loss and
shall guarantee the repayment of any credit granted by
the Bank as a result of the implementation of the agree-
ments referred to in the preceding paragraph or as a
result of its participation in international monetary coop-
eration agreements or transactions to which, subject to
approval by the Council of Ministers, the Bank is a party.
The State shall also guarantee the Bank the repayment of
any credit granted in the context of its contribution to the
stability of the financial system and guarantee the Bank
against any loss incurred as a result of any transaction
necessary in this regard.

Art. 20bis. — Within the framework set by Article 105 (2)
of the Treaty establishing the European Community and
Articles 30 and 31 of the Protocol on the Statute of the
European System of Central Banks and of the European
Central Bank, the Bank shall hold and manage the official
foreign reserves of the Belgian State. Those holdings shall
constitute assets allocated to the tasks and transactions
coming under this section and the other tasks of public
interest entrusted to the Bank by the State. The Bank
shall record these assets and the income and charges
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relating thereto in its accounts in accordance with the
rules referred to in Article 52.

Art. 21. — The Bank may, on the conditions laid down by,
or by virtue of, law, and subject to their compatibility with
the tasks within the domain of the ESCB, be entrusted
with the performance of tasks of public interest.

Art. 22. — The Bank shall act as State Cashier on the con-
ditions determined by law.

It shall be entrusted, to the exclusion of all other Belgian
or foreign bodies, with the conversion into euros of the
currencies of States not participating in Monetary Union
or of States which are not members of the European
Community borrowed by the State.

The Bank shall be informed of all plans for the contracting
of foreign currency loans by the State, the Communities
and the Regions. At the request of the Bank, the Minister
of Finance and the Bank shall consult together whenever
the latter considers that these loans are liable to prejudice
the effectiveness of monetary or foreign exchange policy.
The terms and conditions of this giving of information and
this consultation shall be laid down in an agreement to be
concluded between the Minister of Finance and the Bank,
subject to approval of this agreement by the ECB.

Art. 23. — The Bank shall contribute to the stability of the
financial system. For all decisions and transactions made
in the context of its contribution to the stability of the
financial system, the Bank shall enjoy the same degree of
independence as that determined by Article 108 of the
Treaty establishing the European Community.

The Bank may further be charged with the gathering of
statistical information or with the international coopera-
tion relating to any task referred to in Article 21.

Art. 23bis. — § 1. The Bank shall exercise supervision
of financial institutions in accordance with the Law of
22 February 1998 establishing the Organic Statute of the
National Bank of Belgium and specific laws governing the
supervision of these establishments.

§ 2. Within the areas of supervision pertaining to its
competence, the Bank may lay down regulations supple-
menting the legal or regulatory provisions on points of a
technical nature.

Without prejudice to any consultation provided for in
other laws or regulations, the Bank may, in accordance
with the procedure of open consultation, explain, in a
consultative memorandum, the content of any regulation
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it is considering adopting, and publish this on its web-
site with a view to obtaining any comments by those
concerned.

These regulations shall come into force only after their
approval by the King and their publication in the Moniteur
belge/Belgisch Staatsblad (Belgian Official Gazette). The
King may amend those regulations or establish any rules
Himself that He shall determine if the Bank has not laid
down those regulations.

§ 3. The Bank shall carry out its supervisory tasks exclu-
sively in the general interest. The Bank, the members of
its bodies and the members of its staff shall not bear any
civil liability for their decisions, non-intervention, acts or
conduct in the exercise of the legal supervisory tasks of
the Bank, save in the event of fraud or gross negligence.

§ 4. The Bank’s operating costs relating to the supervision
referred to in paragraph 1 are borne by the institutions
subject to its supervision, according to the terms and con-
ditions laid down by the King.

The Bank may make the administration of the Land
Registry, Public Records and Crown Lands Office responsi-
ble for recovery of unpaid taxes.

Art. 24. — The Bank may carry out all transactions and
provide all services which are ancillary to or follow from
the tasks referred to in the Law of 22 February 1998
establishing the Organic Statute of the National Bank of
Belgium.

Art. 25. — The Bank may entrust the performance of
tasks not within the domain of the ESCB with which it
is charged or for which it takes the initiative, to one or
more distinct legal entities specially set up for this purpose
and in which the Bank holds a significant interest; one
or more members of the Bank’s Board of Directors shall
participate in directing such entities.

If the task is entrusted by law to the Bank, the prior
consent of the King, on the proposal of the competent
minister, shall be required.

Art. 26. — The legal entities referred to in Article 25
and controlled exclusively by the Bank shall be sub-
ject to auditing by the Court of Auditors [Cour des
Comptes — Rekenhof].



Chapter Ill - Organs

Section | - Composition and powers.

Art. 27. — The organs of the Bank shall be the Governor,
the Board of Directors, the Council of Regency, the Board
of Censors and the Sanctions Committee, without preju-
dice to Chapter VIII.

Art. 28. — 1. The Governor shall direct the Bank; he
shall preside over the Board of Directors and the Council
of Regency. He shall have their decisions implemented.

2. If he is unable to attend, he shall be replaced by the
Vice-Governor without prejudice to the application of
Article 10.2 of the Statute of the ESCB.

3. He shall present to the General Meeting the annual
accounts and the Annual Report which have been
approved by the Council of Regency.

4. He shall represent the Bank in legal proceedings.

5. The Governor shall send to the Chairmen of the
Chamber of Representatives and the Senate the annual
report referred to in Article 109 b (3) of the Treaty estab-
lishing the European Community, as well as a yearly
report on the activities of the Bank in the field of pruden-
tial supervision. The Governor may be heard by the com-
petent committees of the Chamber of Representatives
and the Senate at the request of these committees or on
his own initiative.

6. The Governor may not, during his term of office,
receive any pension payable by the State.

Art. 29. — 1. In addition to the Governor, who presides,
the Board of Directors shall be composed of at least
five but not more than seven Directors, one of whom
shall bear the title of Vice-Governor, conferred on him by
the King. The Board of Directors shall include an equal
number of French and Dutch speakers, with, possibly, the
exception of the Governor.

The members of the Board of Directors must be Belgian.
2. The Board shall be responsible for the administration
and management of the Bank and shall decide on the

direction of its policy.

It shall appoint and dismiss members of staff and fix
their salaries.

[t shall have the right to make settlements and
compromises.

3. It shall exercise regulatory power in the cases laid
down by law. In circulars or recommendations, it shall lay
down all measures with a view to clarifying the applica-
tion of the legal or regulatory provisions whose applica-
tion the Bank supervises.

4. It shall decide on the investment of the capital, reserves
and depreciation accounts after consultation with the
Council of Regency and without prejudice to the rules
adopted by the ECB.

5. It shall pronounce upon all matters which are not
expressly reserved for another organ by law, the Statutes
or the Rules of Procedure.

6. It shall provide opinions to the various authorities that
exercise legal or regulatory power on all draft legislative
or regulatory acts relating to the supervisory tasks with
which the Bank is or may be charged.

7. In urgent cases determined by the Governor, except for
adopting regulations, it may take decisions by written pro-
cedure or by using a voice telecommunications system, in
accordance with the specific rules laid down in the Bank’s
Rules of Procedure.

Art. 30. — 1. The Council of Regency shall be composed
of the Governor, the Directors and ten Regents. It shall
include an equal number of French- and Dutch-speaking
Regents.

The members of the Council must be Belgian.

2. The Council shall exchange views on general ques-
tions concerning the Bank, monetary policy and the
economic situation of the country and the European
Community, supervisory policy with regard to each of
the sectors subject to the Bank’s supervision, Belgian,
European and international developments in the field
of supervision, as well as, in general, any development
concerning the financial system subject to the Bank’s
supervision ; without however having any competence to
intervene at operational level or take note of individual
dossiers. It shall take note every month of the situation
of the institution.

3. On a proposal from the Board of Directors, it shall
lay down the Rules of Procedure, containing the basic
rules for the operation of the Bank’s organs and the
organisation of its departments, services and outside
offices.
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4. Repealed.

5. It shall approve the Annual Report to be presented by
the Governor to the General Meeting.

6. Repealed.

7. The Council shall fix the individual salaries and pensions
of the members of the Board of Directors. These salaries
and pensions may not include a share in the profits, and
no remuneration whatsoever may be added thereto by the
Bank, either directly or indirectly. The Bank shall, however,
meet the Governor's housing and furniture expenses.

8. The Council shall approve the expenditure budget and
the annual accounts submitted by the Board of Directors.
It shall finally determine the distribution of profits pro-
posed by the Board.

9. The Regents shall receive attendance fees and, if
appropriate, a travel allowance. The amount of such
remunerations shall be fixed by the Council of Regency.

Art. 31. — 1. The Council of Regency shall meet at least
twenty times per year.

The Council may not deliberate unless the majority of its
members is present.

Decisions shall be adopted by a majority of votes.

In the event of a tie, the chairman shall have the casting
vote.

2. Minutes shall be kept of the deliberations of the
Council of Regency.

They shall mention the nature of the deliberations, their
object and, briefly, the grounds for the decisions.

The minutes shall be signed by all the members present
and by the Secretary.

3. In urgent cases, determined by the Governor, the
Council of Regency may decide by written procedure or
via a voice telecommunications system, in accordance
with the specific rules laid down in the Bank’s Rules of
Procedure.

Art. 32. — 1. The Board of Censors shall be composed of
ten members. It shall include an equal number of French
and Dutch speakers. At least one member of the Board of
Censors shall be independent as defined by Article 526ter
of the Company Code.
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The members of the Board of Censors must be Belgian.

The Board shall choose its chairman and its secretary from
among its members.

2. The Board of Censors shall supervise the preparation
and implementation of the budget. It is the audit commit-
tee of the Bank and shall exercise in this capacity the tasks
laid down by Article 32bis.

The Censors shall receive an allowance, the amount of
which shall be set by the Council of Regency.

Art. 32bis. — 1. Without prejudice to the responsibilities
of the organs of the Bank and without prejudice to the
execution of the tasks and transactions within the domain
of the ESCB and their review by the statutory auditor, the
Audit Committee shall, at least:

a) monitor the financial reporting process;

b) monitor the effectiveness of the internal control and
risk management systems, and of the Bank’s internal audit;

¢) monitor the statutory audit of the annual accounts,
including the compliance with the questions and recom-
mendations formulated by the statutory auditor;

d) review and monitor the independence of the statu-
tory auditor, and in particular the provision of additional
services to the Bank.

2. Without prejudice to Article 27.1 of the Protocol on
the Statute of the European System of Central Banks and
of the European Central Bank, and without prejudice to
the competence of the Works Council with respect to the
nomination, the proposal of the Board of Directors for
the appointment of the statutory auditor shall be given
on proposal of the Audit Committee. The Works Council
shall be informed of this proposal. The audit committee
shall also advise on the tender procedure for the appoint-
ment of the statutory auditor.

3. Without prejudice to any reports and notices of the
statutory auditor to the organs of the Bank, he shall
report to the Audit Committee on key matters arising
from the statutory audit, and in particular on material
weaknesses in internal control in relation to the financial
reporting process.

4. The statutory auditor shall:

a) confirm annually in writing to the Audit Committee his
independence from the Bank;



b) disclose annually to the audit committee any additional
services provided to the Bank;

c) discuss with the audit committee the threats to his
independence and the safeguards applied to mitigate
those threats and that have been documented by him in
the audit working papers.

5. The Rules of Procedure shall specify the Audit
Committee Regulations.

Art. 33. — The Board of Censors shall meet at least eight
times per year.

It may not take decisions unless the majority of its mem-
bers is present.

Decisions shall be adopted by a majority of the votes
cast.

Section Il - Method of designation of the members
of the organs.

Art. 34. — 1. The Governor shall be appointed by the
King for a renewable term of five years. He may be
relieved from office by the King only if he no longer
fulfils the conditions required for the performance of
his duties or if he has been guilty of serious misconduct.
With regard to this decision, he shall have the right of
appeal as provided in Article 14.2 of the Statute of the
ESCB.

2. The other members of the Board of Directors
shall be appointed by the King, on the proposal of the
Council of Regency, for a renewable term of six years.
They may be relieved from office by the King only if
they no longer fulfil the conditions required for the per-
formance of their duties or if they have been guilty of
serious misconduct.

Art. 35. — 1. The Regents shall be elected for a three-
year term by the General Meeting. Their term may be
renewed.

Two Regents shall be chosen on the proposal of the most
representative labour organisations.

Three Regents shall be chosen on the proposal of the
most representative organisations from industry and com-
merce, from agriculture and from small firms and traders.

Five Regents shall be chosen on the proposal of the
Minister of Finance.

The methods of proposing candidates for these appoint-
ments shall be laid down by the King, after deliberation in
the Council of Ministers.

2. The terms of office of the Regents shall end after the
Ordinary General Meeting. They may be re-elected.

They shall leave office each year in groups, one of four
members and the other two of three members. The order
in which they leave office shall be initially determined by
the drawing of lots.

The Regent elected to replace a member who has died
or resigned shall complete the term of the one whom
he replaces.

3. If a Regent’s mandate becomes vacant, then, without
prejudice to Article 62, second paragraph, 2°, this shall
remain vacant until the next General Meeting.

Art. 36. — 1. The Censors shall be elected for a three-
year term by the General Meeting of Shareholders. They
shall be chosen from among persons with special qualifi-
cations in the field of supervisory procedures. Their term
may be renewed.

2. The terms of office of the Censors shall end after the
Ordinary General Meeting. They may be re-elected.

They shall leave office each year in groups, one of four
members and the other two of three members. The order
in which they leave office shall be initially determined by
the drawing of lots.

The Censor elected to replace a member who has died
or resigned shall complete the term of the one whom he
replaces.

3. If a Censor’s mandate becomes vacant, then, without
prejudice to Article 62, second paragraph, 2°, this shall
remain vacant until the next General Meeting.

Section lll - Incompatibilities.

Art. 37. — Members of the Legislative Chambers, the
European Parliament, the Councils of the Communities
and the Regions, persons who hold the position of minis-
ter or secretary of state or of member of the Government
of a Community or Region and members of the staff
of a member of the Federal Government or of the
Government of a Community or Region may not hold
the office of Governor, Vice-Governor, member of the
Board of Directors, Regent or Censor. The last-mentioned
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functions shall automatically cease when their holder
takes the oath of office for exercise of the abovemen-
tioned offices or performs such functions.

Art. 38. — 1. The Governor, the Vice-Governor and the
other members of the Board of Directors may not hold
any office in a commercial company or a company which
is commercial in form or in any public body which carries
on an industrial, commercial or financial activity. Subject
to the approval of the Minister of Finance, they may how-
ever hold office in :

1° international financial institutions established under
agreements to which Belgium is party;

2° the Securities Regulation Fund (Fonds des Rentes
— Rentenfonds), the Deposit and Financial Instrument
Protection Fund (Fonds de protection des dépots et
des instruments financiers — Beschermingsfonds voor
deposito’s en financiéle instrumenten instrumenten), the
Rediscount and Guarantee Institute (/nstitut de Réescompte
et de Garantie — Herdiscontering- en Waarborginstituut)
and the National Delcredere Office (Office National du
Ducroire — Nationale Delcrederedienst);

3° the legal entities referred to in Article 25.

For duties and mandates in an institution subject to the
Bank’s supervision pursuant to Articles 19, 23 or 23bis,
the prohibitions referred to in the first paragraph shall
continue to apply for one year after the Governor, Vice-
Governor and other members of the Board of Directors
have relinquished their office.

The Council of Regency shall determine the conditions
relating to the relinquishment of office. It may, on the
recommendation of the Board of Directors, waive the
prohibition laid down for the period concerned after the
relinquishment of office if it finds that the activity envis-
aged has no significant influence on the independence of
the person in question.

2. The Regents and the majority of Censors may not be
a member of the administrative, management or supervi-
sory bodies of an institution subject to the supervision of
the Bank pursuant to Articles 19, or 23bis, nor may they
perform management duties in such an institution.

3. On a proposal from the Board of Directors, the Council
of Regency shall lay down the code of conduct which
must be respected by the members of the Board of
Directors and the staff, as well as the monitoring meas-
ures concerning respect for this code. Persons responsible
for supervising compliance with that code must maintain
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professional secrecy as provided for in Article 458 of the
Penal Code.

Section IV - Responsibility of the members of the
organs.

Art. 39. — The Governor, the Directors, the Regents and
the Censors shall not contract any personal obligation by
reason of the Bank’s liabilities; they shall be responsible
only for the performance of the duties of their office.

Section V — Expiry of terms of office.

Art. 40. — The terms of the members of the Board of
Directors, the Council of Regency and the Board of
Censors shall expire no later than when they reach the
age of sixty-seven years.

However, subject to authorisation by the Minister of
Finance, they may complete their current term. The terms
of the members of the Board of Directors may after-
while still be extended by one year, which term may be
renewed. In the case of the Governor’s term of office, the
authorisation to complete the current term or its exten-
sion shall be granted by Royal Decree deliberated in the
Council of Ministers.

On no account may the office-holders referred to in this
article remain in office beyond the age of seventy years.

Chapter IV — Supervision by the
Minister of Finance

Art. 41. — 1. Except as regards the tasks and transactions
within the domain of the ESCB, the Minister of Finance,
through his representative, shall have the right to super-
vise the Bank’s transactions and to oppose the implemen-
tation of any measure which is contrary to the law, the
Statutes or the interests of the State.

2. The representative of the Minister of Finance shall,
ex officio, attend the meetings of the Council of Regency
and the Board of Censors. He shall attend in an advisory
capacity. Except as regards the tasks and transactions
within the domain of the ESCB, he shall supervise the
Bank’s transactions and suspend and bring to the atten-
tion of the Minister of Finance any decision which is con-
trary to the law, the Statutes or the interests of the State.

If the Minister of Finance has not given a decision within eight
days of the suspension, the decision may be implemented.



3. The salary of the representative of the Minister of
Finance shall be fixed by the Minister of Finance in con-
sultation with the management of the Bank and shall be
borne by the latter.

The representative of the Minister shall report to the
Minister of Finance each year on the performance of his
task.

Art. 42. — Except as regards the transactions within the
domain of the ESCB, the representative of the Minister
of Finance shall have the right to take cognisance at any
time of the state of business and to check the accounts
and the cash holdings.

The Bank’s administration shall be required to provide
him, whenever he so requests, with a certified true copy

of the Bank’s financial statement.

He shall attend the General Meetings when he deems fit.

Chapter V - Statutory functions
Art. 43. — The Secretary and the Treasurer shall be
appointed by the Council of Regency, which may dismiss

them.

The Rules of Procedure shall define the duties inherent in
their functions.

Their functions may be performed by one of the Directors.
Chapter VI - Financial provisions
Section | — Annual accounts, reserve funds and
distribution.

Art. 44. — The annual accounts shall be drawn up as
of 31 December each year. They shall be prepared by
the Board of Directors and submitted to the Council of
Regency for approval.

The approval of the annual accounts by the Council of
Regency gives discharge to the members of the Board of
Directors.

Art. 45. — Repealed.

Art. 46. — The reserve fund is intended for :

1° compensating for losses in capital stock;

2° supplementing any shortfall in the annual profit up to
a dividend of six per cent of the capital.

Upon expiry of the Bank’s right of issue, the State shall
have a priority claim to one-fifth of the reserve fund. The
remaining four-fifths shall be distributed among all the
shareholders.

In accordance with Art. 141 § 9 of the Law of 2 August
2002 on the supervision of the financial sector and on
financial services, the words “the Bank’s right of issue”
shall be construed as meaning that the right of issue in
guestion includes the right of issue which the Bank may
exercise pursuant to Article 106 (1) of the Treaty establish-
ing the European Community.

Art. 47. — Repealed.
Art. 48. — Repealed.

Art. 49. — The annual profit shall be distributed as
follows:

1. a first dividend of six per cent (6 %) of the capital shall
be allocated to the shareholders;

2. from the excess, an amount proposed by the Board of
Directors and established by the Council of Regency shall
be independently allocated to the reserve fund or to the
available reserves;

3° from the second excess, a second dividend, established
by the Council of Regency, forming a minimum of fifty per
cent (50 %) of the net proceeds from the assets forming
the counterpart to the reserve fund and available reserves
shall be allocated to the shareholders;

4° the balance shall be allocated to the State; it shall be
exempt from corporation tax.

Art. 50. — The profit established for allocation to the share-
holders for the financial year ended 31 December of each
year shall be distributed in a oner within the month fol-
lowing the General Meeting, on a date fixed by the latter.

If the profit for distribution among the shareholders is less
than 6 % per annum, it shall be supplemented by drawing
on the reserve fund.

This drawing shall be refunded to the reserve if, the next
year, this refund can be made without reducing the profit

for distribution to below 6 %.

Art. 51. — Repealed.
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Art. 52. — The accounts and, if appropriate, the consoli-
dated accounts of the Bank shall be drawn up :

1° in accordance with the Law of 22 February 1998
establishing the Organic Statute of the National Bank
of Belgium and the mandatory rules drawn up pursu-
ant to Article 26.4 of the Protocol on the Statute of the
European System of Central Banks and of the European
Central Bank;

2° and otherwise in accordance with the rules laid down
by the Council of Regency.

Articles 2 to 4, 6 to 9 and 16 of the Law of 17 July 1975
on business accounting and their implementing decrees
shall apply to the Bank with the exception of the decrees
implementing Articles 4 (6) and 9, § 2.

Section Il - Allocations to the State.
Art. 53. — Repealed.

Art. 54. — Any capital gain realised by the Bank through
arbitrage transactions of gold assets against other exter-
nal reserve components shall be entered in a special
unavailable reserve account. This capital gain shall be
exempt from all taxation. However, where some external
reserve components have been arbitraged against gold,
the difference between the purchase price of that gold
and the average purchase price of the existing gold
stock shall be deducted from the amount of that special
account.

The net income from the assets which form the counter-
part to the capital gain referred to in the first paragraph
shall be allocated to the State.

External reserve components acquired as a result of the
transactions referred to in the first paragraph shall be
covered by the State guarantee as provided in Article 9(2)
of the Law of 22 February 1998 establishing the Organic
Statute of the National Bank of Belgium.

The terms and conditions for application of the provisions
contained in the preceding paragraphs shall be fixed
by agreements to be concluded between the State and
the Bank. These agreements shall be published in the
Moniteur belge/Belgisch Staatsblad.

Art. 55. — Notwithstanding Article 54, the capital gain
made from the transfer of assets in gold with regard to
the issuing by the State of numismatic or commemora-
tive coins, shall be allotted to the State to the extent of
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the unused balance of the 2.75 % of the weight of gold
which appeared in the

Bank’s assets on 1 January 1987, and which could be
used by the State, particularly for issuing coins, by virtue
of Article 20bis (2) of the Law of 24 August 1939 on the
National Bank of Belgium.

Chapter VIl — Professional secrecy
and exchange of information

Art. 56. — Except when called upon to give evidence
in court in a criminal case, the Bank and members and
former members of its organs and its staff shall be subject
to professional secrecy and may not divulge to any person
or authority whatsoever confidential information of which
they have had knowledge on account of their duties.

Paragraph 1 shall not preclude the communication of con-
fidential information to third parties in cases laid down by
or by virtue of the law.

The Bank, members of its organs and its staff shall be
exempt from the obligation contained in Article 29 of the
Code of Criminal Procedure.

Contraventions of this article shall incur the penalties laid
down by Article 458 of the Penal Code. The provisions
of Book 1 of the Penal Code, including Chapter VIl and
Article 85, shall be applicable to contraventions of this
article.

This article does not prevent the observance, by the
Bank, the members of its organs and its staff, of specific
legal provisions as to professional secrecy, whether more
restrictive or not, notably when the Bank is charged with
collecting statistical data or information on prudential
supervision.

Chapter VIII - General meeting

Art. 57. - The General Meeting shall represent the total-
ity of the shareholders. It shall be presided over by the
Governor.

Its decisions, taken in a regular manner, shall be binding,
even on those absent or dissenting.

Art. 58. — The right to take part in the General Meeting
is granted to shareholders who have fulfilled the legal
formalities to be admitted to the General Meeting of a
listed company.



Art. 59. — Before the session is opened, the shareholders
shall sign the attendance list.

Art. 60. — Each share shall confer the right to one vote.

Art. 61. — The Ordinary General Meeting shall be held in
Brussels on the last Monday of the month of May and, if
that day falls on a public holiday, on the first following
bank working day, at 2 p.m.

It shall hear the Annual Report on the past year's
operations.

It shall elect the Regents and Censors whose terms of
office expire and shall take steps to fill the vacancies
which have arisen owing to death, resignation or for
other reasons.

Art. 62. — An Extraordinary General Meeting may be con-
vened whenever the Council of Regency deems fit.

[t must be convened:

1° if the meeting is requested by either the Board of
Censors or by shareholders representing one-tenth of the
capital stock;

2° if the number of Regents or of Censors falls below the
absolute majority.

Art. 63. — Repealed.

Art. 64. — The function of scrutineers shall be performed
by the two shareholders present who own the largest
number of shares, who do not form part of the adminis-
tration and who accept this duty.

They shall sign the minutes with the chairman and the
other members of the bureau.

The copies and extracts to be supplied to third parties
shall be signed by the Secretary.

Art. 65. — The General Meeting shall deliberate:

1° concerning the matters mentioned in the convening
notices and concerning those submitted to it either by
the Council of Regency or by the Board of Censors;

2° concerning proposals, signed by one or more share-
holders who together own at least 3 % of the company’s
capital, which have been brought to the attention of the
Council of Regency at least twenty-two days before the
meeting for inclusion in the agenda.

If the meeting acknowledges the urgency of other pro-
posals made by the Council of Regency, these shall be
included in the deliberations.

Art. 66. — All resolutions shall be adopted by an absolute
majority of the votes.

In the event of a tie, the proposal shall be rejected.

Art. 67. — Voting will take place either electronically, by
roll call, by show of hands, or by ballot.

Elections or dismissals shall take place by secret ballot.
Art. 68. — Repealed.

Art. 69. — Regents or Censors may be dismissed only by a
majority of three-quarters of the votes of the shareholders
present owning at least three-fifths of the shares.

Chapter IX - Amending the Statutes

Art. 70. — The Council of Regency shall amend the
Statutes in order to bring them into conformity with the
Law of 22 February 1998 establishing the Organic Statute
of the National Bank of Belgium and with the interna-
tional obligations which are binding on Belgium.

Other amendments to the Statutes shall be adopted, on
the proposal of the Council of Regency, by a majority of
three-quarters of the votes pertaining to the total number
of shares present or represented at the General Meeting
of Shareholders.

The General Meeting of Shareholders referred to in the
second paragraph shall be specially convened and its pro-
ceedings shall only be valid if the purpose of the proposed
amendments was specially stated in the convening notice
and if those attending the meeting represent at least half
of the capital stock.

If a first meeting does not represent the proportion of
the capital stipulated above, a new meeting shall be
convened, whose proceedings shall be valid irrespective
of the proportion of the capital present or represented.

Amendments to the Statutes shall require the approval
of the King.
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Chapter X - Signing of acts

Art. 71. — All acts that are binding on the Bank may be
signed:

a) either by the Governor;
b) or by a majority of members of the Board of Directors;
) or by a Director together with the Secretary;

without being required to furnish proof of any power
whatsoever vis-a-vis third parties.

They may also be signed by one or two representatives
authorised either by the Governor, or by a majority of
members of the Board of Directors or by a Director

together with the secretary.

Furthermore, acts of day-to-day management may be
signed:

a) either by the Vice-Governor or a Director;
b) or by the Secretary or the Treasurer;
) or by one or two members of staff authorised to act as

proxy by the Board of Directors for this purpose.

Chapter XI — General and
transitional provisions

Section | — Use of languages.

Art. 72. — The Bank and its outside offices shall comply
with the statutory provisions on the use of languages in
administrative matters.

Art. 73. — Repealed.

Art. 74. — Repealed.

Art. 75. — Repealed.

Art. 76. — Repealed.
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Annex 3 Corporate Governance

Charter®

1. Introduction

The National Bank of Belgium, established by the Law
of 5 May 1850 to take on tasks in the public interest,
has always had a special governance structure, deviat-
ing from ordinary law. Designed from the start to enable
the Bank to perform its tasks in the public interest, this
special system of governance has evolved in line with the
role and objectives assigned to the Bank as the country’s
central bank.

Today, as the central bank of the Kingdom of Belgium,
the Bank - together with the European Central Bank
(ECB) and the central banks of the other European
Union Member States — is one of the components of
the European System of Central Banks (ESCB), set up
by the Treaty on the Functioning of the European Union
(the Treaty).

By that token, it is governed first of all by the relevant
provisions of the Treaty (Title VIIl of Part Three) and by
the Protocol on the Statute of the ESCB and of the ECB
which is annexed to the Treaty, and then by the Law of
22 February 1998 establishing the Organic Statute of the
National Bank of Belgium (Organic Law), and its own
Statutes, approved by Royal Decree.

The provisions relating to public limited liability companies
are applicable only additionally, i.e. in respect of subjects
not governed by the Treaty, the Protocol annexed to it,
the Organic Law and the Bank’s Statutes, and provided
the provisions on public limited liability companies do not
clash with those higher level rules.

(1) Latest amendments: 8 February 2012.
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As a central bank, it shares the main objective which the
Treaty assigns to the ESCB, namely maintaining price sta-
bility. It contributes towards the performance of the basic
tasks of the ESCB which consist in defining and imple-
menting the monetary policy of the European Union, con-
ducting foreign exchange operations in accordance with
Article 219 of the Treaty, holding and managing the offi-
cial foreign exchange reserves of the Member States, and
promoting the smooth operation of payment systems.

In addition, it exercises prudential supervision of financial
institutions and it is entrusted with the performance of
other tasks in the public interest, on conditions laid down
by the law or its implementing regulations, subject to
compatibility with the tasks which come under the ESCB.

The pre-eminence of its tasks in the public interest, pre-
sent from the start and now anchored in the Treaty on
the Functioning of the European Union, is reflected in a
system of governance whose very objectives are different
from those of the governance of a company incorporated
under ordinary law.

First, in accordance with the Treaty, it has to ensure that
the rules which govern it are compatible with those of
the Treaty itself, and with the Statute of the ESCB, includ-
ing the requirement concerning the independence of the
Bank and of the members of its decision-making bodies in
the exercise of their powers and the performance of their
tasks, assigned to them by the Treaty and the Statute of
the ESCB, in respect of the institutions and bodies of the
European Union, governments and all other bodies.

Next, in its governance, the Bank has to reserve a

dominant position for the expression of the interests of
Belgian society as a whole. That explains, in particular,
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the arrangements for appointing members of its organs,
the specific composition and role of the Council of
Regency, the limited powers of the General Meeting of
Shareholders, the special arrangements for the exercise
of supervision, including the powers of the representa-
tive of the Finance Minister and those of the Board of
Censors, and the way in which the Bank reports on the
performance of its tasks. That also explains the provisions
governing the financial aspects of its activities, intended
to give it a sound financial basis and to allocate to the
State, as a sovereign State, any surplus seigniorage rev-
enue, after covering costs, including the constitution of
required reserves and return on capital.

The Bank’s special tasks and its specific, unique role in
Belgium caused the legislator to give this institution its
own particular legal framework and a special form of
governance.

This explains that a number of provisions in the Belgian
corporate governance code, which is based on the man-
agement model of a common-law partnership with a
monistic board of directors, accountable to the general
meeting of shareholders and whose members may be
dismissed ad nutum, obviously do not apply to the Bank.

Nevertheless, the Bank considers that the system of
governance imposed on it partly by its own Organic Law
and Statutes, and partly by EU rules, is just as exacting as
the recommendations of the Belgian corporate govern-
ance code, or even more so in various respects, such as
oversight.

It believes that, even though the Belgian corporate gov-
ernance code is inappropriate to the Bank, it is its duty,
in view of its dual status as a central bank and a listed
company, to accept an obligation to provide extensive
information and report on its activities to the public in
general. That is the spirit in which it has drawn up this
Corporate Governance Charter.

2. Organisation, governance and
supervision of the Bank

2.1 Comparison of the allocation of
powers at the Bank and in limited
liability companies governed by
ordinary law

The table on the next page shows the atypical character
of the Bank’s organisation.
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2.2 Presentation of the Bank’s organs
and other institutions

The Bank’s organs are the Governor, the Board of
Directors, the Council of Regency, the Board of Censors
and the Sanctions Committee (cf. Article 17 of the
Organic Law).

Other institutions of the Bank are the General Meeting,
the representative of the Minister of Finance, the auditor
and the Works Council.

The Bank’s organs and their respective powers are fun-
damentally different from those of conventional public
limited liability companies (see table).

23 Organs of the Bank

2.3.1 Governor
POWERS

The Governor exercises the powers conferred on him by
the Statute of the ESCB, the Organic Law, and the Bank’s
Statutes and Rules of Procedure.

He directs the Bank and its staff with the assistance of the
Directors. He presides over the Board of Directors and the
Council of Regency, arranging the implementation of their
decisions, and chairs the General Meeting. He exercises
direct authority over the members of staff, whatever their
grade and their function.

At the General Meeting, he presents the annual accounts
and the Annual Report which have been approved by the
Council of Regency. He submits to the Chairmen of the
Chamber of Representatives and the Senate the Annual
Report referred to in Article 284.3 of the Treaty on the
Functioning of the European Union, as well as a yearly
report on the activities of the Bank in the field of pru-
dential supervision. He may be heard by the competent
committees of the Chamber of Representatives and of
the Senate, at the request of those committees or on his
own initiative.

He represents the Bank in legal proceedings.

He submits proposals to the Board of Directors on the
allocation of the departments and services among the
Board’s members, and on the representation of the
Bank in national and international organisations and
institutions.



ALLOCATION OF POWERS AT THE BANK AND IN PUBLIC LIMITED LIABILITY COMPANIES GOVERNED BY ORDINARY LAW

The Bank Public limited liability companies governed by ordinary law
King Appointment of the Governor Appointment of the directors General
Appointment of the Directors FuEdrg
(on the proposal of the Council of Regency)
General Election of the Regents
Meeting (from a dual list of candidates)
Election of the Censors
Appointment of the auditor Appointment of the auditors
(on the proposal of the Works Council
and with the approval of the EU Council
of Ministers, on the recommendation
of the ECB Governing Council)
Hearing of the Annual Report Hearing of the annual report, auditors’ report
and discharge of the auditors
Amendment of the Statutes Amendment of the articles of association
except for Council of Regency prerogatives
Discussion and approval of the annual accounts
Appropriation of the profits
Discharge of the directors
Setting the remuneration
of the Board of Directors
Approval of the budget Board
of Directors

Board Supervision of the preparation
of Censors and implementation of the budget
Audit Committee
Representative Monitoring of the Bank’s operations
of the Minister (right to oppose any measure
of Finance which is contrary to the law,

the Statutes or the interests of the State),
except for those which come under the ESCB

Definition of company policy
Administration and management
Drawing up of the annual accounts

Drawing up of the annual report

Corporate Report | ANNEX 3 CORPORATE GOVERNANCE CHARTER | 131



132

He also has a seat on the ECB Governing Council, which
decides inter alia on the monetary policy for the euro area.

APPOINTMENT

The Governor is appointed by the King for a renewable
term of five years. He may be removed from office by the
King only if he has been guilty of serious misconduct or if
he no longer fulfils the conditions required for the perfor-
mance of his duties. An appeal may be lodged with the
Court of Justice against such a decision, on the initiative
of the Governor or of the ECB Governing Council.

Thus, the EU and Belgian legislation ensures the personal
independence of the Governor, both by the length of his
term of office and by the restrictions on his removal from
office.

2.3.2 Board of Directors
POWERS

The Governor and the Directors jointly exercise their
powers as members of the Board of Directors.

The Board of Directors is a collegiate body, responsible for
the administration and management of the Bank in accord-
ance with the Organic Law, the Statutes and the Rules of
Procedure, and is in charge of the direction of its policy.

The Governor and the Directors each have authority over
one or more of the Bank’s departments and services. They
ensure that the latter implement, within the framework of
their respective duties, the decisions taken by the organs.

The Board of Directors appoints and dismisses the mem-
bers of staff and determines their salaries.

It has the right to make settlements and compromises.
It exercises regulatory power in the cases laid down
by law.

In circulars or recommendations, it lays down all measures
with a view to clarifying the application of the legal or
regulatory provisions whose application the Bank super-
vises. It provides opinions to the various authorities that
exercise legal or regulatory power on all draft legislative
or regulatory acts relating to the supervisory tasks with
which the Bank is or may be charged.

It pronounces on all matters which are not expressly

reserved for another organ by law, the Bank’s Statutes or
Rules of Procedure.
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It draws up the budget and prepares the Annual Report
and the annual accounts, which it submits to the Council
of Regency for approval.

It decides on the investment of the capital, the reserves
and the amortisation accounts after consultation with the
Council of Regency and without prejudice to the regula-
tions adopted by the ECB.

It proposes the Bank's Rules of Procedure for the approval
of the Council of Regency.

The Bank's Board of Directors therefore exercises the
powers of administration, management and strategic direc-
tion of the enterprise which are delegated to the adminis-
trative board in public limited liability companies governed
by ordinary law, as well as the actual management powers.

It is not accountable for its activities to the General
Meeting, which has no power to give it a discharge;
instead, it is accountable to the Council of Regency
to which it submits the Annual Report and the annual
accounts. The approval of the annual accounts by the
Council of Regency constitutes a discharge for the mem-
bers of the Board of Directors.

COMPOSITION

The Board of Directors is composed of the Governor and
five to seven Directors. It includes an equal number of
French and Dutch speakers, with the possible exception
of the Governor. The members of the Board of Directors
must be Belgians.

The Directors are appointed by the King, on a proposal
of the Council of Regency. The method of nominating
the Directors was specifically designed by law in 1948 to
emphasise the character of the Bank’s activities as tasks
performed in the public interest.

The Directors are appointed for a renewable term of six
years.

The King confers the title of Vice-Governor on one of the
Directors. The Vice-Governor replaces the Governor if the
latter is unable to perform his duties, without prejudice to
Article 10.2. of the Statute of the ESCB.

In order to avoid any conflict of interests, the Organic Law
stipulates that, except in a limited number of specified
instances, the members of the Board of Directors may not
perform duties in commercial companies or companies
which are commercial in form, or in public institutions
engaged in industrial, commercial or financial activities.



They are also prohibited from taking on certain political
posts (as members of a parliament, government or min-
isterial cabinet).

The members of the Board of Directors may be removed
from office by the King only if they have been guilty of
serious misconduct or if they no longer fulfil the condi-
tions required for the performance of their duties.

Thus, the Organic Law ensures the personal independ-
ence of the members of the Board of Directors, both by
the length of their term of office and by the restrictions
on their removal from office.

FUNCTIONING

The functioning of the Board of Directors is governed by
the Organic Law, the Statutes and the Rules of Procedure.

The Board of Directors meets whenever circumstances dic-
tate, and at least once a week. In urgent cases determined
by the Governor, except for adopting regulations, it may
take decisions by written procedure or by using a voice
telecommunications system.

If a member of the Board of Directors has, directly or
indirectly, an interest relating to proprietary rights which
conflicts with a decision or transaction within the sphere
of competence of the Board of Directors, he informs the
other members before the Board deliberates. He does not
attend discussions concerning that transaction or decision
and does not take part in the voting. His declaration and
he reasons underlying the conflicting interest are entered
in the minutes of the meeting. The Board of Directors
describes in the minutes the nature of the decision or
transaction, justifies the decision taken and specifies the
implications in terms of proprietary rights of that decision
for the Bank. Those minutes are included in the Annual
Report for the year in question.

The Director concerned also informs the auditor of his
conflicting interest. The auditor's report must contain a
separate description of the implications in terms of propri-
etary rights for the Bank resulting from Board of Directors
decisions involving a conflicting interest within the mean-
ing of the previous paragraph.

233 Council of Regency

POWERS

The Council of Regency exchanges views on general issues
relating to the Bank, monetary policy and the economic
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situation of the country and the European Union, super-
visory policy with regard to each of the sectors subject
to the Bank’s supervision, Belgian, European and inter-
national developments in the field of supervision, as well
as, in general, any development concerning the financial
system subject to the Bank’s supervision; without however
having any competence to intervene at operational level
or take note of individual dossiers. Once a month, it takes
note of the Bank’s financial situation.

It has power to lay down the accounting rules for all
aspects of the annual accounts which are not covered
by the provisions of the Bank’s Organic Law and are not
mandatory for the compilation of the consolidated bal-
ance sheet of the Eurosystem. It approves the expenditure
budget and the annual accounts. It has the power, as an
independent body, to set the Bank’s reserve and dividend
policy. It determines the final distribution of the profits
proposed by the Board of Directors and ensures that the
financial interests of the Bank, its shareholders and the
State, as a sovereign State, are taken into account in a
balanced manner.

It approves the Annual Report.

It amends the Statutes of the Bank in order to bring them
into line with the Organic Law and the international obli-
gations which are binding on Belgium.

On a proposal from the Board of Directors, it lays down
the Rules of Procedure, containing the basic rules for the
operation of the Bank’s organs and the organisation of its
departments, services and outside offices, and the code of
conduct which must be respected by the members of the
Board of Directors and the staff.

The Council of Regency has the power to set remu-
neration policy and fix the salaries of the members of the
Board of Directors, including the Governor, of the Council
of Regency and the Board of Censors. More detailed
information about the remuneration policy and salaries is
provided on an annual basis in the remuneration report
which forms part of the Governance Statement included
in the Annual Report.

The Council of Regency therefore exercises certain powers
which, in companies governed by ordinary law, are
reserved for the board of directors, and others reserved
for the General Meeting of Shareholders. This is a very
special organ which introduces an element of duality into
the Bank’s governance structure. Composed predomi-
nantly of non-executive members, the Council of Regency
plays a key role in the appointment of Directors, remuner-
ation and supervision, and does so on a more continuous
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basis than the special committees of ordinary companies,
in view of the frequency of its meetings.

In regard to the budget, including the patronage funds, the
Council of Regency is assisted by the Budget Committee
and the Special Fund Committee.

The Budget Committee has power to examine the Bank’s
budget before it is approved by the Council of Regency.
It is chaired by a member of the Board of Censors and
otherwise comprises three Regents, two other Censors,
the representative of the Minister of Finance, and, in
an advisory capacity, the Director responsible for the
Controlling Department. This committee meets on a
yearly basis. It may call on the General Secretariat to pro-
vide its secretariat.

The Special Fund Committee has the competence to
examine the allocation of the Bank’s Special Patronage
Fund before it is approved by the Council of Regency. It
is chaired by the governor and otherwise comprises two
regents, two censors and one member of the Board of
Directors. This committee meets on a yearly basis. It may
call on the General Secretariat to provide its secretariat.

In regard to remuneration, the Council of Regency
is assisted by the Remuneration Committee. The
Remuneration Committee has to make recommenda-
tions to the Council of Regency on the remuneration of
the members of the Board of Directors, the Regents and
the Censors. It is composed of two Regents, two Censors
and the representative of the Minister of Finance. With
an advisory vote, the Governor takes part in meetings of
the Remuneration Committee whenever it is dealing with
remuneration for members of the Board of Directors, with
the exception of the Governor himself. The Remuneration
Committee’s powers, composition and functioning are
further specified in its Regulations, annexed to this
Charter.

COMPOSITION

The Council of Regency is composed of the Governor, the
Directors and ten Regents. It includes an equal number of
French- and Dutch-speaking Regents.

The Regents are elected by the General Meeting for a
renewable term of three years, on the basis of dual lists
of candidates. Two Regents are chosen on the proposal of
the most representative labour organisations, three on the
proposal of the most representative organisations from
industry and commerce, from agriculture and from small
and medium-sized enterprises and traders, and five on the
proposal of the Minister of Finance.
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The method of appointing the Regents has been organ-
ised in a special way. In the preparations for the Law
of 28 July 1948 which amended the Organic Law and
reorganised the Bank, the legislator expressed its desire
that the method of appointing the Directors and Regents
should ensure both the Bank’s total independence vis-a-vis
individual interests and the technical competence of the
candidates. The procedure for proposing the Regents
was designed to ensure that the various Belgian socio-
economic interests were fairly represented.

In order to avoid any conflict of interests, the Organic Law
stipulates that the Regents may not be members of the
administrative, management or supervisory bodies of an
institution subject to the supervision of the Bank pursuant
to Articles 8, or 12bis, nor may they perform manage-
ment duties in such an institution or take on certain
political posts (as members of a parliament, government
or ministerial cabinet).

The Regents may be dismissed by the General Meeting
of Shareholders deciding by a majority of three-quarters
of the votes of the shareholders present, holding at least
three-fifths of the shares.

FUNCTIONING

The functioning of the Council of Regency is governed by
the Organic Law, the Statutes and the Rules of Procedure.

The Council of Regency meets at least twenty times a
year and passes its decisions by a majority of the votes.
In urgent cases determined by the Governor, the Council
of Regency may take decisions by written procedure or by
using a voice telecommunications system.

If a member of the Council of Regency has, directly or
indirectly, an interest relating to proprietary rights which
conflicts with a decision within the sphere of competence
of the Council of Regency, he informs the other members
before the Council deliberates. He must not attend discus-
sions concerning that decision, or take part in the voting.
In particular, the Governor and the Directors are not
permitted to attend the discussions and take part in the
voting concerning the approval of the annual accounts.

234 Board of Censors
POWERS
The Board of Censors' task is to supervise the preparation

and implementation of the Bank’s budget. In that con-
text, it reqgularly takes cognisance of the activities of the



Internal Audit Service. Its chairman informs the Council
of Regency of those activities each year and answers its
questions on the subject.

The Board of Censors is also the Bank’s Audit Committee.
By that token, the tasks assigned to the Board of Censors
include taking charge, in an advisory capacity, of the
monitoring of the process of preparing the financial
information, the monitoring of the effectiveness of the
internal control and risk management systems, the moni-
toring of the statutory audit of the annual accounts and
the examination and the monitoring of the independence
of the auditor.

Once a year, the Audit Committee reports to the Council
of Regency on the performance of its duties. It also
reports to the Council of Regency on all matters arising
from the performance of its duties which are relevant
for the approval of the annual accounts and the Annual
Report, and for the drafting of the accounting rules by the
Council of Regency. The Audit Committee reports to the
Board of Directors on all aspects relevant to the reliability
of the financial information, the proper operation of inter-
nal control, risk management and the internal audit, and
the independence of the auditor.

COMPOSITION

The Board of Censors is composed of ten members. It
includes an equal number of French and Dutch speak-
ers. The Censors are elected by the General Meeting of
Shareholders for a renewable term of three years. They
are chosen from among persons with particular expertise
in auditing. In order to avoid any conflict of interests,
they may not take on certain political and parliamentary
duties. The majority of Censors may not be members of
the administrative, management or supervisory bodies
of an institution subject to the supervision of the Bank
pursuant to Articles 8, or 12bis, nor may they perform
management duties in such an institution.

The Censors may be dismissed by the General Meeting
of Shareholders deciding by a majority of three-quarters
of the votes of the shareholders present, holding at least
three-fifths of the shares.

FUNCTIONING

The functioning of the Board of Censors is governed by
the Organic Law, the Statutes and the Rules of Procedure.
The rules on its functioning as an Audit Committee are
also set out in the Audit Committee Regulations. The
Rules of Procedure and the Audit Committee Regulations
are annexed to this Charter.

Corporate Report |

The Board of Censors meets at least eight times a year. Its
resolutions are adopted by a majority of the votes.

2.3.5 Sanctions Committee
POWERS

The Sanctions Committee pronounces on the imposi-
tion by the Bank of administrative fines and penalties
laid down by the laws applicable to the institutions that
it supervises. The rules of procedure for the imposition
of administrative fines and penalties are set out in the
Organic Act.

COMPOSITION

The Sanctions Committee is composed of six members
appointed by the King:

1° a State counsellor or honorary State counsellor,
appointed on a proposal from the First President of the
Council of State;

2° a counsellor at the Court of Cassation or honorary
counsellor at the Court of Cassation, appointed on a pro-
posal from the First President of the Court of Cassation;

3° two magistrates who are neither members of the
Court of Cassation, nor of the Brussels Court of Appeal;

4° two other members.

The chairman is elected by the members of the Sanctions
Committee from among the persons mentioned in 1°, 2°
and 3°.

For the three years preceding their appointment, the
members of the Sanctions Committee may not have been
on either the Board of Directors of the Bank, or a member
of the Bank’s staff.

During the course of their mandate, members may
not carry out any duties whatsoever or any mandate
whatsoever in an institution subject to the supervision
of the Bank or in a professional association representing
institutions subject to the supervision of the Bank, nor
may they provide services for a professional association
representing institutions subject to the supervision of
the Bank.

They are also prohibited from taking on certain political

posts (as members of a parliament, government or min-
isterial cabinet).
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The mandate of the members of the Sanctions Committee
is six years and renewable. Members may be removed
from office by the King only if they no longer fulfil the
conditions for the performance of their duties or if they
have been guilty of serious misconduct.

FUNCTIONING

The Sanctions Committee may take valid decisions when
two of its members and its chairman are present and in a
position to deliberate. If its chairman is unable to attend,
it may take valid decisions when three of its members are
present and in a position to deliberate.

Members of the Sanctions Committee may not deliberate
in a case in which they have a personal interest that may
influence their opinion.

2.4 Other institutions of the Bank

241 General Meeting
POWERS

The Ordinary General Meeting hears the Annual Report
on the past year and elects the Regents and the Censors
for the offices which have become vacant, in accordance
with the stipulations of the Organic Law. It appoints the
external auditor. It amends the Statutes in cases where
that power is not reserved for the Council of Regency.

The General Meeting deliberates concerning the matters
mentioned in the convening notice and those submitted

to it by the Council of Regency or by the Board of Censors.

The Organic Law does not confer organ status on the
General Meeting, whose powers are limited.

COMPOSITION
The General Meeting is composed of the shareholders
who have fulfilled the legal formalities for admission to

the general meeting of a listed company.

The General Meeting represents the totality of the
shareholders.

FUNCTIONING
The General Meeting is chaired by the Governor. The

Ordinary General Meeting is held on the last Monday
in May or, if that is a public holiday, on the next bank
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working day. An Extraordinary General Meeting may be
convened whenever the Council of Regency deems fit.
A meeting must be convened if the number of Regents
or of Censors falls below the absolute majority, or if it is
requested either by the Board of Censors or by sharehold-
ers representing one-tenth of the capital stock.

Before the meeting is opened, the shareholders sign the
attendance register.

The function of scrutineers shall be performed by the two
shareholders present who own the largest number of
shares, who do not form part of the administration and
who accept this duty.

Each share confers entitlement to one vote.

All resolutions are passed by an absolute majority of the
votes. If the votes are equally divided, the proposal is
rejected. Voting will take place either electronically, by roll
call, by a show of hands, or by ballot papers. Elections or
dismissals take place by secret ballot.

Decisions passed in accordance with the rules are binding
on all the shareholders.

Minutes are drawn up in respect of each meeting. They
are signed by the tellers, the chairman and the other
members of the bureau. They are published on the Bank’s
website. Exemplified copies and extracts to be issued to
third parties are signed by the Secretary.

242 Representative of the Minister of Finance

Except as regards the tasks and operations within the
domain of the ESCB, the representative of the Minister of
Finance supervises the Bank’s operations, and suspends
and brings to the attention of the Minister of Finance any
decision which is contrary to the law, the Statutes or the
interests of the State. If the Minister of Finance has not
given a decision within one week of the suspension, the
decision may be implemented.

The representative of the Minister of Finance attends,
ex officio, in an advisory capacity, the meetings of the
Council of Regency and the Board of Censors.

Except as regards operations within the domain of the
ESCB, the representative of the Minister of Finance has
the right to take note at any time of the state of busi-
ness and to check the accounts and cash holdings. He
attends the General Meetings when he deems fit. The
Board of Directors is required to provide him, whenever



he so requests, with a certified copy of the Bank’s financial
statement.

He reports to the Minister of Finance each year on the
performance of his duties.

Via his representative, the Minister of Finance thus exer-
cises, on behalf of the sovereign State, supervision over
the Bank’s activities in regard to tasks in the national
interest.

The salary of the representative of the Minister of Finance
is set by the said Minister in consultation with the man-
agement of the Bank, and is paid by the Bank.

2.43 Auditor

The auditor performs the auditing functions prescribed by
Article 27.1 of the Protocol on the Statute of the ESCB
and of the ECB, and reports to the Council of Regency
on those activities. He certifies the annual accounts. He
also performs certification functions for the attention of
the ECB auditor.

He reports to the Works Council once a year on the
annual accounts and the Annual Report. He certifies the
accuracy and completeness of the information supplied by
the Board of Directors. He analyses and explains, particu-
larly for the members of the Works Council appointed by
the employees, the economic and financial information
submitted to this Council, in terms of its significance in
relation to the financial structure and the assessment of
the Bank’s financial position.

The auditor is appointed on the basis of a procedure in
accordance with the public procurement legislation to
which the Bank is subject. He is then appointed by the
General Meeting of the Bank on the proposal of the
Works Council. He must be approved by the EU Council
of Ministers, on the recommendation of the ECB.

2.4.4 Works Council

Pursuant to the Law of 20 September 1948 on the organi-
sation of the economy, the Bank has a Works Council, a
joint consultation body composed of representatives of
the employer and representatives of the staff, elected
every four years.

The main function of the Works Council is to give its
opinion and formulate any suggestions or objections in
regard to all measures which could change the working
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arrangements, working conditions and efficiency of the
enterprise.

Specific economic and financial information is made avail-
able by the Board of Directors, in accordance with the law.

25 Mechanisms for controlling the
activities

A series of control mechanisms ranging from operational
to external controls govern the Bank’s activities and
operations, ensuring that they proceed smoothly with
due regard for the set objectives and in accordance with
the dual concern for security and the economical use of
resources.

The control requirements applicable to the Bank on
account of its tasks as the country’s central bank and its
membership of the ESCB differ from, and extend beyond,
those laid down in the Belgian corporate governance
code recommended for public limited liability companies
governed by ordinary law.

From the point of view of the general management of
the enterprise, the Board of Directors is responsible for
establishing an internal control system.

The persons in charge within the hierarchy and their staff
take on primary responsibility for the actual operation of
the internal control system.

The Internal Audit Service takes on secondary responsi-
bility for assessing the internal control system, with the
following specific objectives:

— in all operating units, to raise awareness of the risks
of the enterprise and improve risk identification and
measurement;

- to formulate an independent appraisal of these risks
and the control measures, checking their application;

— to issue the Board of Directors and the heads of depart-
ments and services with opinions and to propose meas-
ures for improving the internal control system;

— to provide assistance where necessary in the implemen-
tation of these measures.

In order to guarantee its independence vis-a-vis the depart-
ments and services, the Internal Audit Service comes directly
under the Governor, and does not carry any direct opera-
tional responsibility. It reports to the Board of Directors.
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The head of the Internal Audit Service is a member of
the Internal Auditors Committee (IAC) of the ESCB. The
Internal Audit Service conforms to the methodology,
objectives, responsibilities and reporting procedure laid
down within the ESCB, including the ESCB Audit Policy
approved by the ECB Governing Council.

Certain control functions are performed by specific
administrative entities (e.g. the management of access
to computer systems), while structural conflicts of inter-
est are resolved by segregating the activities concerned
(system of Chinese walls): thus, for example, the opera-
tion and oversight of the payment systems are entrusted
to two different departments.

The Board of Censors supervises the preparation and
implementation of the budget and takes note of the activ-
ities of the Internal Audit Service. Every year, its chairman
informs the Council of Regency and answers its questions.

As the Bank's Audit Committee, the Board of Censors is
responsible, in an advisory capacity, for the monitoring of
the effectiveness of the internal control and risk manage-
ment systems and the monitoring of the Bank’s internal
audit.

To that end, the Audit Committee periodically examines,
in accordance with a plan which it draws up, the inter-
nal control and risk management systems set up by the
various departments and services. It ensures that the main
risks, including the risks relating to compliance with the
current legislation and rules, are correctly identified, man-
aged and drawn to its own attention and to that of the
Board of Directors. The Audit Committee also examines
the notes contained in the Annual Report concerning
internal control and risk management.

The Audit Committee examines the effectiveness of
the internal audit. It examines the internal audit char-
ter and verifies whether the Internal Audit Service has
the resources and expertise appropriate to the nature,
size and complexity of the Bank. Where appropriate, it
makes recommendations on this subject to the Board
of Directors. Before the internal audit’s programme of
work is approved by the Board of Directors, the Audit
Committee examines that programme, taking account
of the complementarity with the work of the statutory
auditor.

The Audit Committee receives the internal audit reports
or a summary thereof, and the quarterly report of the
internal audit. It examines the extent to which the depart-
ments and services take account of the internal audit’s
findings and recommendations. At the request of the
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Board of Directors, the Audit Committee gives its opinion
concerning the profile of the internal audit officer.

The Audit Committee also assesses the relevance and con-
sistency of the accounting rules drawn up by the Council
of Regency.

The Council of Regency approves the annual accounts,
the annual budget, the accounting rules and the rules
on the Bank’s internal organisation. It consults the Audit
Committee before approving the annual accounts, and
may ask this committee to examine specific questions on
that subject and report back to it. The Bank is also subject
to various external controls.

The first form of control is provided by the auditor, who
verifies and certifies the Bank's accounts.

Except as regards the tasks and operations within the
domain of the ESCB, the representative of the Minister
of Finance supervises the Bank’s operations on the behalf
of the Minister. The latter in fact has the right to moni-
tor those operations and to oppose the implementation
of any measure which would be contrary to the law, the
Statutes or the interests of the State.

In addition, the Governor may be heard by the competent
committees of the Chamber of Representatives and of
the Senate, at the request of those committees or on his
own initiative.

Finally, pursuant to the Statute of the ESCB and of the
ECB, the Bank acts in accordance with the directions and
instructions of the ECB. The Governing Council takes
the necessary measures to ensure compliance with those
directions and instructions, and requires all necessary
information to be supplied to it.

2.6 Rules of conduct

A code of conduct imposes strict rules of behaviour on
the members of the Board of Directors and on the Bank’s
employees.

The members of the Board of Directors maintain the high-
est standards of professional ethics.

The members of the Bank’s organs and staff are subject
to strict professional secrecy pursuant to Article 35 of the
Organic Law. They are also subject to the rules on insider
trading and market manipulation, based on Articles 25
and 25bis of the Law of 2 August 2002 on the supervision
of the financial sector and on financial services.



The Law of 2 May 1995 sets out an obligation for the
members of the Council of Regency — namely, the
Directors and the Regents — and the members of the
Board of Censors to disclose an annual list of their man-
dates, duties and occupations to the Court of Auditors.
In addition, they are bound to make an annual wealth
declaration, unless there have been no appointments,
terminations or renewals in the past year with regard to
the mandates, duties and occupations that they have to
declare.

The Bank’s code of conduct lays down rules for members
of the Board of Directors and of its staff on the holding of
and transactions in the Bank’s shares and shares or parts
issued by enterprises subject to supervision by the Bank.

The Regents and Censors do not effect any transactions
in shares of the Bank or financial instruments relating to
those shares during the fixed closed periods each year
which start from the point in time when the annual
accounts are drawn up by the Board of Directors and end
when the said accounts are published. Outside of those
fixed closed periods, they exercise prudence in trading
in the Bank’s shares and refrain at all times from any
speculative transaction in those shares. They also respect
the closed periods fixed ad hoc by the Board of Directors.
They must ensure that their close associates within the
meaning of Article 2 (23) of the Law of 2 August 2002
on the supervision of the financial sector and on financial
services respect the same rules. The legal compliance
officer shall inform the Regents and Censors about the
closed periods.

3. Shareholders

3.1 Capital and shares

The Bank's share capital totals ten million euro. It is repre-
sented by four hundred thousand shares of no face value.
Two hundred thousand registered, non-transferable shares
are held by the Belgian State. The two hundred thousand
other registered, bearer or dematerialised shares are held
by the public and listed on Euronext Brussels.

The share capital is fully paid up.
Except for those belonging to the State, the shares can be
converted to registered or dematerialised shares, free of

charge, at the owner’s request.

Ownership of the registered shares is established by
entry in the Bank’s shareholders register. The registered
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shareholder receives a certificate which does not con-
stitute a transferable instrument. Dematerialised shares
are represented by an account entry in the name of their
owner or holder with an authorised intermediary or with
the settlement institution, S.A. Euroclear Belgium.

3.2 Shareholder structure

Since 1948, and pursuant to the Organic Law, the Belgian
State has held two hundred thousand of the Bank’s
shares, or 50 % of the total voting rights.

The Bank has no knowledge of other holdings of 5% or
more of the voting rights.

3.3 Dividends

The setting of the dividends is organised by the Organic
Law. A first dividend of 6 % of the capital is guaranteed by
all reserves. The second dividend corresponds to 50 % of
the net proceeds from the portfolio which the Bank holds
as a counterpart to its total reserves. The second dividend
is guaranteed by the available reserve, unless the level of
the reserves were to fall too low as a result.

In view of the special nature of the Bank and its tasks
in the public interest, including the primary objective of
maintaining price stability, the dividend is largely dissoci-
ated from profit or loss. In this way, the shareholder is
protected against the volatility of the Bank’s results, which
are influenced by the monetary policy of the Eurosystem
and exogenous factors such as demand for banknotes or
exchange rate movements.

4, Communication with
shareholders and the public

4.1 Principles

As the country’s central bank, the Bank performs special
tasks in the public interest, on which it has to render
account to the democratic institutions and to the public in
general, and not only to its shareholders and employees.
42 Reports

Every year, the Bank publishes a Report providing the

public with extensive information on recent economic
and financial developments in Belgium and abroad.
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The summary presented by the Governor on behalf of
the Council of Regency focuses on key events in the past
year and delivers the Bank’s main messages concerning
economic policy.

Each year, the Bank also publishes a report on its activi-
ties in the field of prudential supervision, as well as a
Corporate Report presenting for the shareholders’ and
the public's attention the Annual Report and the annual
accounts for the preceding year and explaining the organ-
isation and governance of the Bank.

These Reports are made available in printed form to the
shareholders and the public. They are also published on
the Bank’s website, which offers all the Annual Reports
issued since 1998.

The Bank is not subject to the rules governing the draw-
ing up and issuing of periodical information (Royal Decree
of 14 November 2007 on the obligations of issuers of
financial instruments admitted to trading on a regulated
market).

43 Relations with Parliament

Pursuant to the Organic Law and the Statutes, the
Governor may be heard by the competent committees
of the Chamber of Representatives and of the Senate,
at their request or on his own initiative. He shall send to
the Chairmen of the Chamber of Representatives and the
Senate the Annual Report on the activities of the Bank in
the field of prudential supervision.

44 General Meetings

The Bank’s Ordinary General Meeting provides an oppor-
tunity for shareholders and the Bank’s management to
meet. Every year at the meeting, the Board of Directors
presents the Annual Report and the annual accounts for
the past financial year.

45 Website

On its website, the Bank offers the public and the share-
holders a large quantity of regularly updated information
on its activities and operations, available at all times.
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5. Representation of the Bank and
signing of acts

5.1 Representation of the Bank
The Governor represents the Bank in legal proceedings.

The Governor and the Board of Directors may expressly or
tacitly grant special authority to represent the Bank.

5.2 Signing of acts

All acts which are binding upon the Bank may be signed
either by the Governor, or, in the absence of the latter, by
the Vice-Governor, either by a majority of the members of
the Board of Directors or by a Director together with the
Secretary, without any need to substantiate their authority
to third parties. They may also be signed by one or two
persons mandated either by the Governor or by a majority
of the members of the Board of Directors or by a Director
together with the Secretary.

Moreover, routine administrative acts may be signed
either by the Vice-Governor or a Director, or by the
Secretary or the Treasurer or by one or two members of
the staff mandated by the Board of Directors.

6. The Bank’s specific responsibility

The Bank issues and abides by its own mission state-
ment. In addition, as a member of the Eurosystem, it has
adopted that system’s mission statement.

6.1 The Bank’s mission statement

“The National Bank intends to be an independent,
competent and accessible institution which carries out
tasks in the public interest, providing added value for the
economy and for Belgian society. It aims to be a valued
partner of the Eurosystem, to which it contributes at
multiple levels.”

6.2 Eurosystem mission statement

“The Eurosystem, which comprises the European Central
Bank and the national central banks of the Member States
of the European Union whose currency is the euro, is the
monetary authority of the euro area. We in the Eurosystem
have as our primary objective the maintenance of price



stability for the common good. Acting also as a leading
financial authority, we aim to safeguard financial stability
and promote European financial integration.

In pursuing our objectives, we attach utmost importance
to credibility, trust, transparency and accountability. We
aim for effective communication with the citizens of
Europe and the media. We are committed to conducting
our relations with European and national authorities in full
accordance with the Treaty provisions and with due regard
for the principle of independence.

We jointly contribute, strategically and operationally, to
attaining our common goals with due respect to the prin-
ciple of decentralisation. We are committed to good gov-
ernance and to performing our tasks effectively and effi-
ciently, in a spirit of cooperation and teamwork. Drawing
on the breadth and depth of our experiences as well as
on the exchange of know-how, we aim to strengthen
our shared identity, speak with a single voice and exploit
synergies, within a framework of clearly defined roles and
responsibilities for all members of the Eurosystem.”
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Annex 4 Rules of Procedure®™

Chapter | — Activities of the organs

Art. 1. — The Bank’s organs are the Governor, the Board
of Directors, the Council of Regency, the Board of Censors
and the Sanctions Committee.

Art. 2. — The Governor exercises his powers in accord-
ance with the Organic Law, the Statutes and these Rules
of Procedure.

He directs the Bank and its staff with the assistance of
the Directors.

He submits proposals to the Board of Directors on the
allocation among its members of authority over the
departments, services and units, and on the representa-
tion of the Bank in national and international organisa-
tions and institutions.

Without prejudice to the preceding paragraphs and
Article 4, the Governor exercises direct authority over the
members of staff, whatever their grade or function.

Art. 3. — The King confers the title of Vice-Governor on
one of the Directors. The Vice-Governor replaces the
Governor if the latter is unable to perform his duties, with-
out prejudice to Article 10.2 of the Statute of the ESCB.

Art. 4. — § 1. The Governor and the Directors jointly exer-
cise their powers as members of the Board of Directors.
The Board of Directors is responsible for the administration

(1) Approved by the Council of Regency on 20 February 2008.
Latest amendments: 23 November 2011.

and management of the Bank in accordance with the
Organic Law, the Statutes and these Rules of Procedure.

The Board of Directors is chaired by the Governor. In his
absence, the Vice-Governor takes his place.

On the proposal of one of its members, the Board of
Directors may invite one or more members of the Bank’s
staff, as well as the special representatives integrated into
the Bank in accordance with Article 337, § 1 of the Royal
Decree of 3 March 2011 on the evolution of the supervi-
sory structure for the financial sector, to attend all or part
of a meeting. If an invited member of staff or special rep-
resentative has, directly or indirectly, an interest relating
to proprietary rights which conflicts with a decision within
the sphere of competence of the Board of Directors, he or
she shall inform the Board of Directors before the board
takes a decision.

Unless it is unable to do so, the Board of Directors meets
at least once a week. It also meets whenever deemed
necessary by the Governor, the Vice-Governor or two
Directors.

Taking account of the requests made by members of the
Board of Directors, the items for discussion at a meeting
are entered on the agenda by the Secretary at least two
calendar days before the meeting. The Governor approves
the agenda and inserts amendments with the agreement
of the Directors concerned, by no later than the day
before the meeting. After that deadline, no further items
may be added to the agenda except with the approval of
the Governor.

All documents intended to form the basis of decisions of
the Board of Directors, and in particular notes from the
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services and departments concerning the items for discus-
sion, are circulated to the Directors at least two calendar
days before the meeting, except in urgent cases.

The Board of Directors may not deliberate unless the
majority of its members are present. Except in urgent
cases, no decision may be taken on items which are
not entered on the agenda. Resolutions are passed by a
majority of the votes cast. If the votes are evenly divided,
the Governor has the casting vote. If, in the Governor's
absence, the votes are evenly divided, the proposal is
rejected.

The minutes of the meetings of the Board of Directors
contain a brief mention of the matters discussed and the
decisions taken. In cases of dissent, the Directors may
ask for the minutes to record their vote, with supporting
reasons, or their opinion. Once the minutes have been
approved, they are signed by the members present at
the meeting to which the minutes relate. The Secretary is
responsible for keeping the minutes.

When drafting the minutes concerning prudential mat-
ters, the Secretary is assisted by a member of the Legal
Service who, for that purpose, attends meetings of the
Board of Directors dealing with prudential matters.

§ 2. In duly reasoned urgent cases confirmed by the
Governor, the Board of Directors may, except when
adopting regulations, decide by the written procedure or
by using a system of voice telecommunication.

In order to take a decision by voice telecommunication,
all members must be called by the Governor or, in his
absence, by the Vice-Governor. The decision is adopted by
the majority of the votes, provided the voice telecommu-
nication procedure enables the majority of the members
of the Board of Directors to communicate in real time and
to hold a collective discussion. Each member contacted
may request the convening of a meeting of the Board
of Directors or the application of the written procedure
referred to in the following subsection.

In the case of the written procedure, the Governor or, in
his absence, the Vice-Governor submits the text of the
draft decision by post with acknowledgement of receipt.
The text may also be submitted by fax, electronic mail or
any other written process. When these communication
facilities are used, the technical confirmation of sending
counts as proof of receipt. Moreover, each member is
notified personally, preferably by telephone, of the send-
ing of the communication. The communication mentions
the time available to the members for submitting their
written agreement to the proposal. During that period,
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each member may request an oral discussion of the draft
decision via a voice telecommunication procedure, or
may request the convening of a meeting of the Board
of Directors. The proposal is approved by the Board of
Directors if, within the period stated in the communica-
tion, all members have unanimously given their written
approval.

Minutes are produced on all decisions taken by the proce-
dures described in this paragraph.

§ 3. If a member of the Board of Directors has, directly or
indirectly, an interest relating to proprietary rights which
conflicts with a decision or transaction within the sphere
of competence of the Board of Directors, he informs the
other members before the Board deliberates. He does not
attend discussions concerning that transaction or decision
and does not take part in the voting. His declaration and
the reasons underlying the conflicting interest are entered
in the minutes of the meeting. The Board of Directors
describes in the minutes the nature of the decision or
transaction, justifies the decision taken and specifies the
implications in terms of proprietary rights of that decision
for the Bank. Those minutes are included in the manage-
ment report for the year in question.

The Director concerned also informs the auditor of his
conflicting interest. The auditor’s report must contain a
separate description of the implications in terms of propri-
etary rights for the Bank resulting from Board of Directors
decisions involving a conflicting interest within the mean-
ing of the previous paragraph.

Art. 5. - § 1. The Council of Regency discusses questions
within its sphere of competence under the Organic Law,
the Statutes and these Rules of Procedure.

It meets at least twenty times per year. In urgent cases,
it holds an extraordinary meeting which is convened by
the Governor.

Council of Regency resolutions are passed in accordance
with Article 31.1 of the Statutes. Any discussion may
be postponed to the next meeting at the request of the
majority of the members present. In that case, the author
is nonetheless permitted to submit the proposal without
waiting.

Minutes of the discussions of the Council of Regency are
kept in accordance with Article 31.2 of the Statutes.

§ 2. In urgent cases confirmed by the Governor, the
Council of Regency may decide by the written procedure
or by using a system of voice telecommunication.



In order to take a decision by voice telecommunication,
all members must be called by the Governor or, in his
absence, by the Vice-Governor. The decision is adopted
by the majority of the votes, provided the voice telecom-
munication procedure enables the majority of the mem-
bers of the Council of Regency to communicate in real
time and to hold a collective discussion. Each member
contacted may request the convening of a meeting of
the Council of Regency or the application of the written
procedure referred to in the following sub-section.

In the case of the written procedure, the Governor or, in
his absence, the Vice-Governor submits the text of the
draft decision by post with acknowledgement of receipt.
The text may also be submitted by fax, electronic mail or
any other written process. When these communication
facilities are used, the technical confirmation of sending
counts as proof of receipt. Moreover, each member is
notified personally, preferably by telephone, of the send-
ing of the communication. The communication mentions
the time available to the members for submitting their
written agreement to the proposal. During that period,
each member may request an oral discussion of the draft
decision via a voice telecommunication procedure, or
may request the convening of a meeting of the Council
of Regency. The proposal is approved by the Council of
Regency if, within the period stated in the communica-
tion, all members have unanimously given their written
approval.

Minutes are produced on all decisions taken by the proce-
dures described in this paragraph.

§ 3. In regard to the budget, including the patronage
funds, the Council of Regency is assisted by the Budget
Committee and the Special Fund Committee.

The Budget Committee has power to examine the Bank's
budget before it is approved by the Council of Regency.
It is chaired by a member of the Board of Censors and
otherwise comprises three Regents, two other Censors,
the representative of the Minister of Finance, and, in
an advisory capacity, the Director responsible for the
Controlling Department. This committee meets on a
yearly basis. It may call on the General Secretariat to pro-
vide its secretariat.

The Special Fund Committee has the competence to
examine the allocation of the Bank’s Special Patronage
Fund before it is approved by the Council of Regency. It
is chaired by the Governor and otherwise comprises two
Regents, two Censors and one member of the Board of
Directors. This committee meets on a yearly basis. It may
call on the General Secretariat to provide its secretariat.

§ 4. In regard to the remuneration, the Council of
Regency is assisted by the Remuneration Committee.

The Remuneration Committee is responsible for advis-
ing the Council of Regency on the remuneration of the
members of the Board of Directors, the Regents and
Censors. It comprises two Regents, two Censors and the
representative of the Minister of Finance. Its powers, com-
position and functioning are set out in the Remuneration
Committee Regulations.

§ 5. If a member of the Council of Regency has, directly
or indirectly, an interest relating to proprietary rights
which conflicts with a decision within the sphere of com-
petence of the Council of Regency, he informs the other
members before the Council deliberates. He must not
attend discussions concerning that decision, or take part
in the voting.

§ 6. The Regents do not effect any transactions in shares
of the Bank or financial instruments relating to those
shares during the fixed closed periods which run each year
from the moment that the Board of Directors decides on
the annual accounts until the moment when that infor-
mation is published. Outside those fixed closed periods,
they exercise prudence in trading in the Bank’s shares
and refrain at all times from any speculative transaction in
those shares. They also respect the closed periods fixed ad
hoc by the Board of Directors. They must ensure that their
close associates within the meaning of Article 2 (23) of
the Law of 2 August 2002 on the supervision of the finan-
cial sector and on financial services respect the same rules.
The legal compliance officer shall inform the Regents of
any closed period.

Art. 6. — § 1. The Board of Censors exercises its duties as
an Audit Committee and its supervisory duties in regard
to the preparation and implementation of the budget in
accordance with the provisions of the Organic Law, the
Statutes and these Rules of Procedure, and ensures that
there are no conflicts between these duties that hinder
their proper execution. The additional rules of operation
regarding the Audit Committee are set out in the Audit
Committee Regulations.

The Board of Censors meets at least eight times per year
and whenever necessary, in which case it is convened by
the Chairman. The Board passes its resolutions in accord-
ance with the provisions of Article 33 of the Statutes.

Minutes are kept of the deliberations of the Board of
Censors. Once these have been approved, they are signed
by the members present at the meeting to which the
minutes relate. The minutes are forwarded to the Bank’s
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Secretary, either as a whole or in part, and communicated
to the Board of Directors.

§ 2. The members of the Board of Censors do not effect
any transactions in shares of the Bank or financial instru-
ments relating to those shares during the fixed closed
periods which run each year from the moment that the
Board of Directors decides on the annual accounts until
the moment when that information is published. Outside
those fixed closed periods, they exercise prudence in trad-
ing in the Bank’s shares and refrain at all times from any
speculative transaction in those shares. They also respect
the closed periods fixed ad hoc by the Board of Directors.
They must ensure that their close associates within the
meaning of Article 2 (23) of the Law of 2 August 2002 on
the supervision of the financial sector and on financial ser-
vices respect the same rules. The legal compliance officer
shall inform the Censors of any closed period.

Art. 7. — The Sanctions Committee exercises its powers in
accordance with the provisions of the law and the regula-
tion which it adopts.

The chairman of the Sanctions Committee also exercises
the powers of supervision over compliance with the
Bank's code of conduct as described in that code.

Chapter Il — The Secretary and the
Treasurer

Art. 8. — The Secretary, appointed by the Council of
Regency in accordance with Article 43 of the Statutes,
draws up the minutes and the records of the meetings
of the Board of Directors and of the Council of Regency.
He draws up the minutes of the General Meeting of
Shareholders and has them signed by the chairman of the
General Meeting, the scrutineers and the other members of
the bureau. He certifies copies conforming to the original.
He deals with changes to the Bank’s Rules of Procedure.

Art. 9. - The Treasurer, appointed by the Council of Regency
in accordance with Article 43 of the Statutes, is responsible
for the design and coordination of the physical safety or
security measures intended to protect persons, valuables,
documents and buildings, except for data security measures
which are the responsibility of the Director responsible for
the IT Department. In the performance of his duties, the
Treasurer may call on any member of the staff. He is assisted
in particular by the Security and Surveillance Service. He
is kept informed of the internal audit reports on security
measures and may instruct the Internal Audit Service to
conduct any audit. He approves budget proposals and
expenditure commitments relating to security measures.
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Chapter Il - Organisation of the
departments, services and offices

Art. 10. — The Board of Directors organises the head
office in departments, services and units, specifying their
functions. The resulting organisation chart is updated and
published on the Bank’s website.

On a proposal of the Governor, the Board of Directors
allocates authority over the departments, services and
units among the Directors. The Directors arrange for the
departments, services and units under their authority to
execute the decisions taken by the organs within their
respective spheres.

The departments comprise services, units and/or groups.
The departments, services, units and groups are run
respectively by their head of department, head of service,
head of unit or head of group. These are responsible for
the management of their department, service, unit or
group and the implementation of the decisions taken by
the organs.

The Board of Directors may set up standing interdepart-
mental working groups, deciding their terms of office,
appointing their members and designating their chairman.

Art. 11. — The outside offices (provincial branches) per-
form the tasks for which they have been given responsibil-
ity by the Board of Directors. These concern in particular
decentralised operations coming under other depart-
ments or services, and local representation duties.

The office managers ensure the implementation of oper-
ating and security instructions and the maintenance of the
building, equipment and furniture provided for the office.
They inform the head office services without delay of any
important facts concerning them.

The Board of Directors authorises one member of the
staff of each office to replace the person in charge as his
deputy. It also designates the persons whom the office
manager may delegate to sign for him, in compliance
with the rules.

Chapter IV - The auditor

Art. 12. — The auditor exercises his powers in accord-
ance with the provisions of the law. He also exercises the
powers of authorisation and supervision laid down by the
Bank's code of conduct.



Annex 5 Audit Committee Regulations "

1. General

1.1 General duties

The Audit Committee performs an advisory function. Its
duties are defined by Article 21bis of the Organic Law.
Titles 2 to 5 below describe those duties in detail, and
more particularly what is meant by the monitoring of the
processes and systems mentioned.

1.2 Reporting

Once a year, the Audit Committee shall report to the
Council of Regency on the performance of its duties.

The Audit Committee shall also report to the Council of
Regency on all points arising from the performance of its
duties which are of relevance for the approval of the annual
accounts and the Annual Report of the Bank, and for the
drafting of the accounting rules by the Council of Regency.

The Council of Regency shall consult the Audit Committee
before approving the annual accounts. It may request the
Audit Committee to examine specific questions on this
subject and report back to it.

The Audit Committee shall report to the Board of Directors
on all aspects relevant to the reliability of the financial
information, the proper operation of internal control, risk
management and the internal audit, the effectiveness of
the external audit, and the independence of the auditor.

The Audit Committee shall draw the attention of the
competent organ to aspects which it considers require
action or improvement. It shall also make recommenda-
tions on the measures to be taken.

2. Monitoring of the process
of preparing the financial
information

2.1 Standards and rules

The Audit Committee shall assess the relevance and con-
sistency of the accounting rules drawn up by the Council
of Regency.

It shall examine the modifications which the Council of
Regency proposes to make to the accounting rules, and
express its opinion on that subject.

The Audit Committee shall discuss with the Board of
Directors and the auditor any significant questions con-
cerning the preparation of the financial information.

2.2 Significant and abnormal
transactions

The Board of Directors shall inform the Audit Committee of
the principles adopted for recording significant or abnor-
mal transactions where various accounting approaches
are possible.

2.3 Financial information

The Audit Committee shall assess the accuracy, exhaus-
tiveness and consistency of the financial information.

(1) Approved by the Council of Regency on 8 October 2008.
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In particular, it shall examine the annual accounts drawn
up by the Board of Directors before they are discussed and
approved by the Council of Regency.

This examination shall be based on a programme set by
the Audit Committee and taking account of the activities
of the Accounting Service, the Internal Audit Service and
the auditor.

3. Monitoring of the effectiveness
of internal control and risk
management

3.1 Periodic examinations

The Audit Committee shall examine periodically, in accord-
ance with a plan which it draws up, the internal control
and risk management systems set up by the various
departments and services.

It shall ensure that the main risks, including the risks relat-
ing to compliance with the current legislation and rules,
are correctly identified, managed and drawn to its own
attention and to that of the Board of Directors.

3.2 Application to the Annual Report

The Audit Committee shall examine the comments con-
tained in the Annual Report concerning internal control
and risk management.

3.3 Financial or other irregularities

The Audit Committee shall examine the opportunities
available to the Bank’s staff for confidential reporting of
any concerns about possible irregularities, particularly in
regard to the preparation of the financial information.
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4. Monitoring of the effectiveness
of the internal audit process

41 Internal Audit Service

The Bank shall have its own independent Internal Audit
Service.

The Audit Committee shall examine the internal audit
charter and verify whether the Internal Audit Service has
the resources and expertise appropriate to the nature, size
and complexity of the Bank.

Where appropriate, it shall make recommendations to the
Board of Directors on that subject.

42 Programme of work

Before the internal audit’s programme of work is approved
by the Board of Directors, the Audit Committee shall
examine that programme, taking account of the comple-
mentarity with the work of the auditor.

43 Audit reports and recommendations

The Audit Committee shall examine the effectiveness of
the internal audit. It shall receive the internal audit reports
or a summary thereof.

It shall receive the quarterly report of the internal audit at
the same time as the Board of Directors.

It shall examine the extent to which the departments and
services take account of the internal audit’s findings and
recommendations.

44 Internal audit officer

At the request of the Board of Directors, the audit com-
mittee shall give its opinion concerning the profile of the
internal audit officer.



5. Monitoring of the external audit
process

5.1 The Bank’s auditor

The Audit Committee shall make recommendations to
the Board of Directors on the proposal for the selection,
appointment and re-appointment of the auditor. It shall
be informed of the tendering procedure, and in particular
the selection criteria. If necessary, it shall make recom-
mendations on this subject.

Where appropriate, the Audit Committee shall investigate
guestions leading to the dismissal of the auditor and
make recommendations on the measures consequently
required.

5.2 Programme of work

The auditor’s programme of work shall be notified to the
Audit Committee. The latter shall be informed in good
time of any significant points revealed by the external
audit process.

5.3 External audit reports and
recommendations

The Audit Committee shall examine the effectiveness of
the external audit process and ascertain to what extent
the Board of Directors takes account of the recommen-
dations made to it by the auditor in its recommendation
letter.

5.4 Independence

The Audit Committee shall monitor the independence of
the auditor in accordance with Article 21bis, § 4, of the
Organic Law.

It shall, in particular, monitor the nature and extent of the
services other than auditing which could be assigned to
the auditor.

6. Functioning of the Audit
Committee

6.1 General contacts

The Audit Committee may invite the governor, another
member of the Board of Directors, a senior manager, the
internal audit officer or the auditor to attend its meetings
in whole or in part.

The Audit Committee is authorised to meet any person
which it deems appropriate, without any need for a
member of the Board of Directors or the Bank’s senior
management to be present.

6.2 Contact with the internal audit

The Audit Committee shall meet the internal audit officer
at least twice a year.

The internal audit officer may contact the chairman of the
audit committee direct and without restriction.

6.3 Contact with the auditor

The Audit Committee shall also meet the auditor and the
internal audit officer at least twice a year to exchange
opinions with them on any questions relevant to its duties,
including the provisions of Article 21bis, § 3 and § 4 of
the Organic Law, and on any other problem revealed by
the audit process.

The auditor may contact the chairman of the Audit
Committee direct and without restriction.

6.4 Assessment of the Audit
Committee Regulations

The Audit Committee shall assess its own effectiveness
once a year, and if appropriate shall propose the necessary
adjustments to these Regulations.
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6.5 Support

The Audit Committee may call on:

— the Secretariat Service, the entity dealing with meetings
of the management organs, for administrative tasks and

secretariat;

— the Internal Audit Service to facilitate contact with the
Bank’s departments and services.
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Annex 6 Remuneration Committee
Regulations "

1. Powers

1.1 General duties

The Remuneration Committee has an advisory role. It
assists the Council of Regency in the performance of its
duties in relation to remuneration.

1.2 Proposals on remuneration policy

The Remuneration Committee submits proposals to the
Council of Regency on the remuneration policy in rela-
tion to the Governor, the other members of the Board of
Directors, the members of the Council of Regency and the
members of the Board of Censors.

1.3 Proposals on remuneration

The Remuneration Committee submits proposals to the
Council of Regency on the remuneration of the Governor,
the other members of the Board of Directors, the mem-
bers of the Council of Regency and the members of the
Board of Censors.

1.4 Preparation of the remuneration
report

Each year, the Remuneration Committee prepares the
remuneration report which is included in the Governance
Statement and approved by the Council of Regency.

Corporate Report |

2. Composition

The Remuneration Committee is composed of two
regents, two Censors and the representative of the
Minister of Finance. The Remuneration Committee mem-
bers appoint one of the Regents or Censors as chairman.

At least three members fulfil the independence criteria
stated in Article 526b of the Company Code.

At least one member has the necessary expertise relat-
ing to remuneration policy which, according to the law,
means that this member must hold a higher education
diploma and must have at least three years’ experience in
personnel management or in regard to the remuneration
of company directors and board members.

The Governor takes part in the Remuneration Committee
meetings in an advisory capacity when it is dealing with
the remuneration of the other members of the Board of
Directors.

3. Functioning

The Remuneration Committee meets at least twice a year
and whenever it considers that necessary for the perfor-
mance of its duties.

Decisions of the Remuneration Committee are valid only

if the majority of its members are present.

(1) Approved by the Council of Regency on 22 December 2010.
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Decisions are taken by a majority of the votes cast. If the
votes are evenly divided, the chairman has the casting
vote. If the chairman is absent and the votes are evenly
divided, the proposal is rejected.

A report is submitted to the Council of Regency on each
meeting of the Remuneration Committee.

At least every two years, the Remuneration Committee
assesses its own efficiency and proposes the necessary

adjustments to these regulations.

The Remuneration Committee can call on the Bank’s
Secretariat service to provide its secretariat.
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