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1. General notes in relation to the evolution of the balance sheet and 
income statement. 

 

1.1. General notes in relation to the evolution of the balance sheet. 
 
As was the case last year, the total assets of the Group increased by 5.67%.1 The financial assets measured 
at amortised cost continue to be the most important component with 82.42% of the total assets even though 
they decreased by -0.33% when compared to 2019. Within the financial assets measured at an amortised 
cost price, various evolutions can be spotted depending on the product type: the loans and receivables 
related to customers have increased by EUR +0.70% while 4.7% without taking the application of the IAS 
32 standard into account (see 4.16 "Offsetting of financial assets and liabilities") while the security portfolio 
has decreased by -16.27%. Despite the coronavirus pandemic and the related economic crisis, the 
production of new loans in relation to customers has maintained itself well with even a strong growth of 
the housing loans and corporate loans. The decrease in the "Financial assets and liabilities held for 
commercial purposes" and "Derivatives used for hedging" items can be explained by the application of IAS 
32 halfway through 2020 (see 4.16 "Offsetting of financial assets and liabilities"). 
 
A second important balance sheet item consists of cash and current accounts at central banks that represent 
for 13.64% of the balance sheet (2019: 8,.7%). The decrease of the other balance sheet items was mainly 
coupled with a strong increase of cash (2020: EUR +65.9%). This increase can be ascribed to: (1) The large 
increase in savings during the coronavirus crisis, (2) the accumulation of liquidities in relation to the 
transaction with AXA Bank Belgium and (3) the participation by Crelan in the TLTRO III programme. 
 
For the analysis of assets held for the sale and terminated corporate activities, refer to explanatory note 1.3. 
 
99.0% of liabilities consist of products valued at amortised cost. Most of them are related to customer 
deposits (89.5% of the balance sheet total). The explanations are the same as for the increase of cash and 
cash and cash equivalents. Uncertainty about the future and employment have incentivised many 
households to save during the coronavirus crisis and therefore deposits have reached record levels. On the 
other hand, the deposits of credit institutions have strongly increased (EUR +1,597.6%) thanks to the 
TLTRO III programme. A third element that explains this increase of the deposits is the continuing 
downwards trend in "debt securities" and "subordinated debts" (-24.7% and -56.6%, respectively) that is 
expressed in a transfer of these resources to deposits. Due to the low interest rates, customers are not 
choosing to invest their resources long term. 
 
For the analysis of the obligations held for the sale and terminated corporate activities, refer to Explanatory 
note 1.3. 
 
The increase of the equity, at a capital level was less spectacular than last year (EUR +24.8 million). This 
can be ascribed to the fact that, on the one hand, the production of 2019 was exceptional and, on the other 
hand, the Group suspended its issues during a short period to include the takeover of AXA Bank Belgium 
in its prospectus. The reserves increased by EUR +45.8 million (appropriation of the 2019 result after 
deducting the distribution of dividends for 2019). Under the reservation of the recommendations of the 
ECB and the NBB within the framework of the coronavirus, the dividend paid to shareholders should be 
EUR 26.2 million.  
 
The CAD ratio amounts to 22.02% at the end of 2020 compared to 21.85% at the end of 2019. The tier I 
ratio amounts to 21.72% at the end of 2020 and 21.03% at the end of 2019. These capital ratios are again 
part of the best on the Belgian market and are a witness to the healthy financial capacity of the Group. 
 
 
 

  

                                                           
1 Including Crelan Insurance NV. Other percentages do not take Crelan Insurance NV into account. 
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1.2. General notes in relation to the evolution of the income statement 
 
The decrease of the net interest income2 (EUR -7.3 million) can mainly ascribed to a relatively large decrease 
of the interest revenue (EUR -12.6 million) rather than the decrease of the interest costs (EUR -5.3 million). 
Despite the confirmation in 2020 of the good commercial performance that the Group managed in 2019 in 
relation to both the credit production and commercial margins thereon, the strong decrease of the reference 
interest rates led to an even greater decrease of the interest income. While the same dynamics could have 
been expected for the interest charges, the increase of the liabilities as a result of the savings of customers 
exposed the bank to higher costs. 
 
During 2020, Crelan has adjusted the presentation of the interest received and charges in relation to current 
hedging instruments for both 2020 and 2019. The charges and revenue in relation to these instruments are 
now presented on the same lines as the hedged assets and liabilities. This amendment better reflects the 
earned interest revenue and charges of the assets and liabilities in hedging relationships. This amendment 
does not have an impact on the net interest result. 
 
The net revenue from fees and payments in relation to the activities in the area of "fee business" led to a 
sound result (EUR +6.9 million). This result can be thanked to the production of investment products (issue 
of securities: EUR +2.4 million, orders for security transfer: EUR +2.8 million and received management 
fees: EUR +3.1 million) in a context in which investors tried to profit from a market correction in March 
2020 and the revival of those financial markets because of the optimistic news about a vaccine. The progress 
in the production van life insurance products offered by our "new partner" (partnership as from the end of 
2018) Allianz also contributed to the increase of our fees. 
An increase of the charges due to fees and payments (EUR +4.1 million) is also linked to the aforementioned 
evolution. In addition to the increase of the investments, the increase of the deposits has also led to an 
increase of the production and growth fees that were paid to agents. 
 
To conclude, the decrease of the other operational revenue when compared to the 2019 accounting period 
can mainly be ascribed to the fact that the bank managed to show an exceptional recovery that year in 
relation to the CEO fraud of 2016. 
 
The Interbank Offered Rate (IBOR) transition has had little impact on Crelan. Interbank Offered Rates On 
the one hand, there are no commercial or financial contracts in currencies except the euro and, on the other 
hand, the Euro Interbank Offered Rate (Euribor) was confirmed as the benchmark. This means that changes 
are only related to the Euro OverNight Index Average (EONIA) interest rate (current interest rate in euros). 
This reference interest rate was gradually replaced after October 2019 by the new short-term interest rate 
for the EUR: Euro Short-term Rate (ESTER) and was still linked to ESTER until the end of 2021. The 
daily fixing of the EONIA interest rate will be stopped at that time. In view of the fact that Crelan does not 
have any commercial contracts with its customers, this does not have any impact whatsoever on the 
commercial activity. In relation to financial contracts, only the cash placements within the framework of the 
trade in derivatives is paid out based on the EONIA interest rate. Since the last quarter of 2020, negotiations 
have been started with counterparties to change these to an ESTER payment. For the LCH counterparty, 
this change to ESTER was implemented halfway through 2020. Crelan received a cash payment for this 
from LCH (see 4.14. Derivatives and accounting processing). 
Within the bank, an "IBOR" taskforce was set up under the responsibility of the Fin. department. This 
guarantees monitoring of the file. 
 
Administrative costs and depreciation and amortisations 
 
The administrative expenditure decreased considerably in 2020 (EUR -7 million). The decrease of the 
number of FTEs but also the expansion of working from home have contributed to the decrease of the 
staff costs (EUR -0.92 million). 
 

                                                           
2 Unless stated otherwise, the results of Crelan Insurance NV have not been taken into account in the figures specified 
in this chapter. 
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COVID-19, moreover, made the Group review its marketing expenditure because nearly all events that 
should have taken place during the year were cancelled (for example, the trade fair of Libramont which is 
an important event in our marketing campaigns and represents a considerable budget was cancelled). The 
Group, moreover, relied less on expensive external consultants by recruiting internal IT profiles.  
 
To conclude, the costs in relation to the takeover of AXA Bank Belgium including integration costs dropped 
slightly when compared to last year and amount to EUR 6.2 million (2019: EUR 6.7 million). 
 
The cost-income ratio (CIR) amounts to 73.36%3 in 2020 when compared to 73.59% at the end of 2019. 
 
Allowances and impairment 
 
The result before allowances and impairment amounts to EUR 71.7 million when compared to EUR 68.9 
million the year before. The allowances and especially the impairment will lead to the strong decrease of the 
net result. As a result of the review of parameters due to the health crisis (see item 7.2.1.1. Loans and 
receivables), the Group had to absorb impairment for an amount of EUR 17.7 million for its portfolio of 
assets measured at amortised cost price. 
 
General result 
 
The result before tax decreases from EUR 84.1 million to EUR 61.8 million. The tax charges decreased by 
1.5 million when compared to 2019. The net result as on 31 December 2020 amounts to 49.4 million (2019: 
70.3 million). 
  
The return on equity amounted to 3.91% at the end of 2020 when compared to 6.02% a year before. 
 
 

1.3. Planned takeover of AXA Bank Belgium by Crelan Group 
 
The Crelan Group and AXA Group entered into a contract on 24 October 2019 a regarding the takeover 
of AXA Bank Belgium by Crelan Group. 
 
The Board of Directors of CrelanCo CV is of the opinion that the takeover of AXA Bank Belgium forms a 
unique strategic opportunity for Crelan that will mainly strengthen the Crelan Group in the future (in 
particular, the combination of IT investments) and improve services to customers. The Board of Directors 
of CrelanCo CV has decided to continue with the proposed takeover after a detailed assessment of the 
opportunity and the financial equilibrium of the transaction. 
 
At the end of 2019, AXA Bank Belgium was the sixth largest Belgian bank in terms of assets (EUR 30 
billion of which EUR 22 billion in customer loans). It offers a range of bank and investment products to 
nearly 860,000 customers. This mainly concerns loans, investment solutions, daily banking operations and 
deposit accounts. On 1 January 2020, the company had 850 employees and it distributed its products 
through a network of approximately 500 bank offices throughout Belgium. The Crelan Group will double 
in size due to the takeover of AXA Bank Belgium. 
 
The effective performance of this transaction depends on the approval by the supervisory authorities 
including the European Central Bank, the National Bank of Belgium and the Banque de France. 
 
  

                                                           
3 Please note that these ratios do not take the exceptional costs of EUR 6,2 million (2019: EUR 6,7 million) in relation 

to the transaction with AXA Bank Belgium into account. When we include these costs, the CIR would be 75,23% 

(2019: 75,57%). 
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New schedule for the takeover: 
 
After consulting the supervisors, the decision was taken to review the takeover schedule and to defer the 
closing originally planned for the end of June 2020. This does not impair the objective of the operation, but 
allows for better preparation in view of the complexity of the file and the climate of uncertainty after the 
COVID-19 pandemic. 
 
The objective, however, is to complete the integration and merger within two years of the closing date that 
has been postponed until the end of the second quarter of 2021. 
 
After the closing (= effective implementation of the agreement with AXA), Crelan will implement its IT 
integration and migration plan that is expected to run for 24 months. After completion, AXA Bank Belgium 
could if relevant merge with Crelan NV. All activities will then be performed under the Crelan brand name. 
 
The most important developments are the following: 
 
The purchase price of AXA Bank Belgium that was previously set to EUR 620 million has now been set at 
EUR 590 million; CrelanCo CV pays EUR 590 million to AXA NV for 100% of the shares of AXA Bank 
Belgium. CrelanCo CV and Crelan NV, in turn, sell 100% of their shares in Crelan Insurance NV (the 
insurance company of the Crelan Group that mainly sells outstanding balance insurances linked to credits) 
to AXA Belgium for an amount of EUR 80 million. This would mean that an amount of EUR 510 million 
would be paid. 
 
The financing of the takeover will take place as follows: 
 
Crelan NV has the intention of increasing its regulatory tier 2 capital before the closure by issuing 
subordinated loans for a total amount of EUR 340 million of which EUR 240 million will be subscribed by 
AXA NV and/or the subsidiaries of the AXA Group and EUR 100 million by AMUNDI ASSET 
MANAGEMENT SAS (AMUNDI). Crelan may also put one or more institutional investors in the place 
of AXA for an amount of no more than EUR 110 million.  
 
To conclude, Crelan NV will buy back from AXA Germany the century-old AT1 loan from AXA Bank 
Belgium for the nominal value of EUR 90 million and the possible incurred and not yet expired interest 
rate. 
 
The payment of the purchase price does not entail financing costs for Crelan. The net amount in liquid 
means that will be paid will amount to EUR 260 million EUR that will come from the liquidity surplus. 
 
In the first instance, not much will change for customers and both banks will continue to exist. This should 
allow for the products and processes of both banks to be aligned to subsequently support all customers and 
offices quickly using one uniform system. 
 
Crelan has also entered into a distribution agreements in the long term for selling AXA non-life and 
outstanding balance insurances through its networks. 
 
The Crelan Group will double in size due to the takeover of AXA Bank Belgium. 
 
Due to this transaction, the decision was taken to present the assets and liabilities with regard to Crelan 
Insurance NV on two different lines (Asset: "Assets held for sale and terminated corporate activities"; 
Liability: "Liabilities held for sale and terminated corporate activities"). 
 
It continues, however, to be possible for the reader to reconstruct a balance sheet in which the activities of 
Crelan Insurance NV are integrated thanks to the details in explanatory note 4.10.1. "Crelan Insurance NV 
balance sheet". 
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The results of Crelan Insurance NV were also aligned under the section "Gains and losses on long-term 
assets or groups of assets that are being sold off classified as being retained for sale". 
They are explained in table "4.10.2 Groups of assets that are being sold off classified as being retained for 
sale". 
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2. General information 
 

2.1. Official name and legal form of the entity 
 
The Crelan Group (hereinafter referred to as the "Group") comprises Crelan NV, Crelan Insurance NV, 
the cooperative bank CrelanCo CV and Europabank NV.  
 
 

2.2. The domicile, country of formation and address of the registered office 
 
Crelan NV was formed and is established in Belgium. The main office is at Sylvain Dupuislaan 251, 1070 
Brussels. 
 
 

2.3. Main activities 
 
The Crelan Group now has 2,734 employees (2019: 2,772 employees), 549 points of sale (2019: 583 points 
of sale), 918,871 customers (2019: 915,492 customers) and 275,015 shareholders (2019: 275,054 
shareholders). 
 
Crelan NV is a medium-sized Belgian retail bank and has 275,015 shareholders: a strong cooperative basis. 
The bank offers full banking services to farmers and horticulturists, private customers, self-employed 
persons and businesses through a network of independent branch managers (bank branches). 
 
In 2007, the insurance corporation Crelan Insurance NV was formed. Through Crelan Insurance NV, the 
Group commercialises outstanding balance insurances, finance settlement insurances (i.e., to settle a debt) 
and temporary death cover insurances. The Group, moreover, puts financial insurance products (branches 
21, 23 and 26) on the market thanks to a distribution agreement with insurance companies. 
 
Europabank NV is a true niche bank because of the very specific products and services it offers. The greatest 
area of expertise of Europabank NV is granting credit to customers with a different risk profile when 
compared to the Crelan NV customer base. Granting credit takes place through a simple network of 
agencies and through self-employed brokers. On the deposit side, the emphasis is on traditional savings 
products. In addition, Europabank NV attracts more and more businesses and dealers with its unique card 
business: Europabank NV has, after all, international Visa and Mastercard licences. 
 
Europabank had a subsidiary: EB-Lease. In 2020, the merger between Europabank and EB-Lease was 
realised. This merger was prompted by the fact that EB-Lease was under the same management as 
Europabank, it commercialised basically the same "credit" products, there was a shared management in the 
area of procedures, accountancy and decision levels and EB-Lease worked with the same shared IT platform 
AND with the same members of staff as Europabank. 
 
The Group opted to give the niche bank Europabank NV a large degree of autonomy to further expand 
their specialised activities. 
 
 

2.4. Structure of the Crelan Group 
 
Crelan NV and the authorised cooperative bank CrelanCo CV, of which the commitments support each 
other, together form a federation of credit institutions in the meaning of Article 61 of the Act of 22 March 
1993 regarding the status of credit institutions where Crelan NV assumes the role of central institution in 
accordance with Article 239 of the Act of 25 April 2014 regarding the status of credit institutions and their 
supervision. There is total solidarity between the different entities of the Group.  
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CrelanCo CV was formed on 5 November 2015 after the merger of CV Lanbokas, CV Agricaisse and eight 
regional cooperative banks. The cooperative values are, in this way, combined in one strong and 
creditworthy cooperative society. 
 
The cooperative capital of CrelanCo CV is the property of 275,015 shareholders, farmers and private 
customers. The operational management of CrelanCo CV is implemented by the Management Committee 
of Crelan NV. 
 
Since halfway through 2015, the authorised cooperative bank CrelanCo CV holds 100% of the total number 
of shares and rights to vote in Crelan NV.  
 
Crelan NV owns 100% of the shares of the insurance company Crelan Insurance NV and Europabank NV. 
Europabank NV has been part of the Crelan Group since 2004.  
 
The consolidated financial statements of the Crelan Group therefore comprises the figures of the authorised 
cooperative bank CrelanCo CV, Crelan NV and its subsidiaries (in particular, Europabank NV and Crelan 
Insurance NV). 
 
There is no significant limitation that applies to the Group with regard to its access to or use of assets within 
the Group; or to settle the liabilities within the Group. 
 
The diagram below gives a simplified overview of the structure of the Group.  
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2.5. Geographic location 
 
The Crelan Group only focuses on the Belgian market.  
 
 

2.6. Employees of the Group 
 
At the end of December 2020, the Group relied on 2,734 workers of which 1,110 employees and 1,624 self-
employed agents and employees of self-employed agents when compared to 2,772 workers at the end of 
2019 (1,120 employees and 1,652 self-employed agents and employees of self-employed agents). This 
represents a reduction of the number of workers by -1.37%. Of the 2,734 workers in 2020, 1,391 were men 
and 1,343 women. 
 
With regard to pension liabilities, the Group has various defined retirement benefit plans (see item 4.13.1). 
 
 

2.7. Events after the balance sheet date 
 
2.7.1. Dividend 
 
The Board of Directors will propose at the General Meeting of Shareholders on 22 April 2021 that CrelanCo 
CV allocates a dividend of 3% or EUR 0.37 per share for an overall amount of EUR 26.2 million (2020: 
EUR 24.5 million). The payment of dividends by financial institutions is, however, still linked to the ECB 
and NBB guidelines due to the COVID-19 pandemic. In a normal situation, this dividend would be 
deposited at the end of April or the beginning of May, but due to the COVID-19 guidelines that are in 
force, we will need to wait for a better development of the financial situation in Europe and the cancellation 
of the restrictions. The earliest that this dividend can be paid is in October 2021. 
 
For the dividend of the 2019 accounting period (EUR 24.5 million), the new guidelines that have been in 
force since 1 January 2021 allowed us to make a payment within specific limits provided that the supervisors 
gave their approval.  
The maximum allowed part of 1.36% was paid during the first months of 2021. For the payment of the 
remaining part of the dividend of 2019 for 1.64%, we will have to wait for a better development of the 
financial situation in Europe and the cancellation of the restrictions as indicated above. 
 
 
2.7.2. Important events after balance sheet date 
 
The current coronavirus pandemic and the various measures that were taken by the authorities to deal with 
this pandemic may also still have an impact in 2021 on the results and the measurement at fair value of 
specific assets and liabilities. The possible consequences were already anticipated in 2020, but the situation 
remains extremely uncertain. Based on the facts that are currently known, we are not aware of an additional 
financial impact on the figures for the 2020 accounting period. 
 
Aside from the aforementioned, for the reporting period, there are no events that occurred after the balance 
sheet date and before the approval date of the unconsolidated financial statements by the Board of Directors 
(25 March 2021) that could have an important impact on the reported figures. 
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3. IAS/IFRS Statement of Compliance 
 
The Consolidated Financial Statements of the quoted companies within the European Union must be drawn 
up since 1 January 2005 with an opening balance sheet on 1 January 2004 in accordance with the standards 
of International Financial Reporting Standards ("IFRS") defined by the European Union. In various 
countries including Belgium, national supervisors have determined that all financial corporations that draw 
up Consolidated Financial Statements must also draw them up in accordance with the IFRS regardless of 
whether they are quoted on the stock market or not. As a consequence, the Crelan Group also presents the 
Consolidated Financial Statements (periodic reports) drawn up in accordance with the IAS and IFRS 
standards that apply on the balance sheet date as accepted by the European Union. 
On 25 March 2021, the Board of Directors assessed the financial statements and approved them for 
publication. The financial statements will be presented to the General Meeting of Shareholders on 22 April 
2021 for adoption. 
 
 

3.1. Application of new standards and interpretations 
 
Standards and interpretations that apply to the accounting period starting on 1 January 2020: 

 Changes to IAS 1 and IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors 

 Changes to IFRS 3 Business Combinations: Definition of a company 

 Changes to IFRS 9, IAS 39 and IFRS 7, Reform of Reference Rates - phase 1 

 Changes to the references to the Conceptual framework in IFRS standards 
 
Standards and interpretations that were published, but not yet effective with regard to the accounting period 
starting from 1 January 2020: 
 

 IFRS 17 Insurance contracts (applicable to accounting periods as of 1 January 2023, but not yet 
approved in the European Union) 

 Changes to IAS 1 Presentation of Financial Statements: classification of liabilities as current or non-
current (applicable to accounting periods as of 1 January 2023, but not yet approved in the European 
Union) 

 Changes to IAS 16, Property, Plant and Equipment: income from normal use (applicable to 
accounting periods as of 1 January 2022, but not yet approved in the European Union) 

 Amendments to IAS 37, Provisions, Contingent Liabilities and Contingent Assets: loss-making 
contracts - Cost to meet the contract (applicable to accounting periods as of 1 January 2022, but not 
yet approved in the European Union) 

 Changes to IFRS 3, Business Combinations: references to the conceptual framework (applicable to 
accounting periods as of 1 January 2022, but not yet approved in the European Union) 

 Changes to IFRS 4, Insurance Contracts - deferral of IFRS 9 (applicable to accounting periods as of 
1 January 2021, but not yet approved in the European Union) 

 Changes to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16, Reform of Reference Rates - phase 2 
(applicable to accounting periods as of 1 January 2021, but not yet approved in the European Union) 

 Changes to IFRS 16 Leases: Rent concessions related to COVID-19 (applicable to accounting periods 
as of 1 June 2020) 

 2018–2020 Annual Improvements (applicable to accounting periods as of 1 January 2022, but not yet 
approved in the European Union) 

 
Phase 1 of the IBOR transition only had limited consequences for Crelan; see item 1.2 "General notes in 
relation to the evolution of the income statement . Crelan did not apply early adoption in relation to stage 2 
since it only has hedging relationships in EUR under Euribor. 
The other standards and interpretations did not have an impact on the evolution of the balance sheet or 
income statement. 
 
 



Crelan Group 

2020 Consolidated Financial Statements 
___________________________________________________________________________________ 

22 

 

4. Notes regarding the balance sheet 
 

4.1. Liquid assets and current accounts at central banks 
 
The liquid assets and current accounts at central banks have been compiled as follows as on 31 December 
2020 and 2019: 
 

 
 
The "cash" item matches the cash in the agencies. 
In addition, this section comprises the deposits at central banks as well as the monetary reserve deposits at 
the National Bank of Belgium. 
 
The deposits at central banks increased by EUR 1.22 billion and still form the most important category in 
this section. This increase is the result of the strong increase of the savings during the COVID-19 crisis. 
The savings ratios have significantly increased during the crisis, which led to an influx of funds that could 
not immediately be converted into loans. The surplus is therefore added to the ECB. For more information 
about the liquidity management of the bank, please refer to explanatory note 7.4. Liquidity risk. 
 
It is also important to state that the Group holds a sufficient liquidity level within the framework of the 
takeover of AXA Bank Belgium to complete the transaction without impacting the liquidity ratios thereafter. 
 
 

4.2. Financial assets and liabilities held for trading 
 
The Crelan Group does not engage in any trading activities. When Centea NV was taken over, Crelan NV, 
however, was confronted with derivatives that could not be identified as current hedging instruments in 
accordance with the IFRS rules. These derivatives therefore needed to be incorporated in the portfolio of 
assets/liabilities kept for trading; the outstanding amount of these derivatives drops as they mature.  
For more information about the Group's derivatives, refer to the notes in 4.14.  
 

 
 
In 2020, Crelan applied netting for the first time in accordance with IAS 32 ("Offsetting of Financial 
Instruments"). This explains the decreases of the aforementioned accounts when compared to 2019. This 
is discussed in greater depth in section 4.16 "Offsetting of financial assets and liabilities". 
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4.3. Investment portfolio 
 
The tables below show the compilation of the security portfolio as on 31 December 2020 and 31 December 
2019: 
 

 
 

 
 
The portfolios of the Group are classified based on the IFRS 9 guidelines for the classification and 
measurement at fair value of financial assets. The classification category is based on the business model and 
the test of principal and interest payments (SPPI test, i.e., SPPI = "solely payments of principal and 
interest"). Based on the business model documented through the financial group strategy, the portfolio is 
nearly completely allocated to the Hold-to-Collect (HTC) category: for an amortised cost price. The Crelan 
business model consists of investing in assets with a low risk and keeping them subsequently until the due 
date. Selling with regard to the investment portfolio only occurs in exceptional cases (for example, increased 
credit risk, due date within the same calendar year, etc.). The analysis of the sale of bonds and debentures 
will take place on an annual basis. Selling less than 5% of the global portfolio is regarded as acceptable 
(although with the exclusion of those bonds and debentures that represent a significantly increased credit 
risk or that mature within the year). 
 
The investments in the private equity portfolio and a limited number of participating interests were reported 
using the fair value through other comprehensive income (FVOCI). To conclude, the property certificates 
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and a limited investment in a bond loan and share fund was catalogued as fair value through profit and loss 
(FVPL) in a mandatory fashion given that it is not in accordance with the SPPI criteria. 
 
The table below shows the evolution of the financial portfolio during the course of the 2019 and 2020 
accounting periods: 
 
 

 
 

 
 
During the course of 2020, a total amount of EUR 135.1 million was invested because of the low interest 
rate situation. The largest part of this amount consists of investments in Belgian and regional authorities. 
 
In addition to the aforementioned guidelines, IFRS 9 also includes requirements for a model of provisions 
where possible credit losses are recognised based on an expected loss model. The assessed loss is calculated 
for all debt instruments classified under amortised cost or for the fair value through the OCI. The assessed 
loss calculated based on this model dropped at the end of 2020 by EUR 49,775. 
 
Macro hedging is applied to a part of the financial portfolio. The interest rate risk of a portfolio of bonds 
and debentures with analogue characteristics is hedged by using a portfolio of interest rate swap agreements. 
Changes to the fair value of the bond portfolio that can be allocated to the hedged risk leads to an 
amendment of the book value of these bonds and debentures when compared to the income statement. 
Changes in the fair value of the portfolio of current hedging instruments leads to an opposite development 
in the income statement. Possible inefficiencies of the hedging relationship remain below the section 
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"Adjustments to the fair value in relation to the administrative processing of hedging transactions" with 
regard to the result. 
 
For the management of the interest rate risk of the investment portfolio, refer to 7.3.1.  
For a discussion of the market exposure of the investment portfolio, refer to 7.3.3. 

 
 
4.4. Loans and receivables 
 
4.4.1. Loans and receivables 
 
The loans and receivables have been split up as follows: 
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Macro hedging is applied on part of the credit portfolio. For more information about this topic, see the 
notes in 4.14. 
 
In relation to the production, the Group again had a performance in 2020 that was comparable with the 
performance of 2019 with an increase of the total outstanding amount of 4.42% (when compared to 4.9% 
in 2019)4. This strong growth can again be ascribed to housing loans (EUR +572.85 million) and to 
professional long-term loans to businesses (EUR +135.01 million). 
 
Paid-up cash deposits at a central counterparty amounted to EUR 142 million (2019: EUR 737 million). 
The decrease can be completely explained by the offsetting that was applied in 2020. The interbank loans 
comprised EUR 44.8 million in guarantees (2019: EUR 46.9 million). These amounts match the collaterals 
that the Group has paid within the framework of its transactions involving derivatives. 
 
For more details with regard to the special impairment, refer to the notes in 5.10 and the notes in 7.2.1.1. 
 
The "Other borrowings and receivables" category comprises amounts in relation to the financing of credit 
cards of temporary and other accounts. 
 

                                                           
4 All loans with the exception of interbank loans, deposits in the form of a pledge in cash and other loans and advances. 
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4.4.2. Forbearance 
 
Receivables on which forbearance measures apply are defined by the European Banking Authority (EBA) 
as contracts where the client can or will no longer meet his/her obligations due to financial difficulties, 
which means that the institution will take one of the following measures:  
 

 Amend the duration or conditions of the contract so that the client can repay its debt. 

 A full or partial refinance of the contract. 
 
The table below provides an overview of the loans and receivables that are regarded as forborne within the 
Group: 
 

 
 

 
 

The exposure of loans for which forbearance measures have been included has increased considerably. This 
increase is linked to the monthly payment interruptions that were allocated within the framework of the 
management of the coronavirus crisis for expiry dates between 1 April 2020 and 31 December 2020. Crelan 
has not changed its rules with regard to forbearance as a result of COVID-19. This means that not all 
customers who use a form of moratorium as a result of COVID-19 were earmarked automatically as 
forborne, but only insofar as they met the different conditions.  
Nonetheless, a sensitive increase can still be observed of files in forbearance. 
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This increase can be ascribed to the allocation of credit facilities to people that have been hit by this crisis: 
 

 Housing loans for private customers and self-employed persons 

 Professional loans for self-employed persons and businesses 
 
The increase is greater in relation to profitable than with regard to non-profitable contracts. 
 
At Crelan, 3073 contracts were added with the forbearance status during the course of 2020 while 750 
contracts stopped having this status. 
 
Special impairments on restructured/forborne loans are only reversed when the following conditions have 
been met: 
 

 The contract is not in arrears by not a single day and there are no longer any indications of a 
problem with the repayment;  

 At least 1 year has elapsed since taking forbearance measures;  
 
If both conditions are met and the impairment is reversed, the contract will continue for 2 years under 
tightened supervision. If the contract is in arrears for more than 30 days, again an impairment is recorded. 
 
Loans and receivables are no longer regarded as a topic of forbearance when the following conditions are 
met: 

 An impairment has not been entered during the past 2 years with regard to unpaid debts of the 
debtor; 

 The debtor does not have any outstanding receivable with arrears of more than 30 days. 
 
 
4.4.3. Remunerative and non-remunerative exposures  
 
We have globally determined that despite the coronavirus crisis, the portfolio of non-profitable exposures 
is decreasing when compared with 2019. This decrease is the result of the portfolio management due to 
which records are amortised and realised and, as a consequence, disappear from the accounting. On the 
other hand, there was a relatively limited influx and mainly because the various support measures that were 
worked out by the government and the financial sector ensures customers could stay afloat. Within the 
profitable exposures, files decrease with arrears. The reason for this can also be found here in the various 
support mechanisms due to COVID-19.  
 
For the evolution of the portfolio of non-performing, please refer to the table in the explanatory note in 
item .4.1. We see an important increase when compared to 2019 in relation to the stage 2 portfolio. This 
increase is the result of an increase of the outstandings of the files under forbearance. 
In view of the fact that forbearance in stage 2 are being covered, this has led to an important increase of the 
outstandings in stage 2. In addition, the usual criteria were applied in relation to the migration from stage 1 
to stage 2 to determine whether a significant increase in credit risk occurred, which has also led to an increase 
of the outstandings in stage 2. We also see am important increase for S1 and S2 at the level of the fees. This 
increase can integrally be ascribed to COVID-19 and therefore the various parameters that lead to the fee 
showed a negative evolution when compared to 2019 (deterioration of the economic context and outlook). 
The increase is linked to the professional sector to an important degree. 
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4.4.3.1. Per exposure type 

 
The mix of remunerative and non-remunerative exposures on 31 December 2020 and 31 December 2019 
is as follows: 
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4.4.3.2. Per stage 

 

Below, we give the presentation of remunerative and non-remunerative exposures per stage in 2020: 
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Below, we give the presentation of remunerative and non-remunerative exposures per stage in 2019: 
 

 
 

 
 
 
4.4.4. Moratoriums  
 

The financial sector concerned itself with viable non-financial businesses, SMEs, self-employed persons and 
non-profit organisations as well as mortgage borrowers with payment issues as a result of the coronavirus 
crisis by giving them a suspension of payment (moratorium). 
Initially, payments (as from April 2020) could be postponed by a maximum of six months, which was 
afterwards extended until the end of the year. 
In December 2020, the decision was taken to again make a payment deferral for companies and private 
customers possible although based on the condition that the allocated postponement would never be more 
than 9 months within the framework of the first and second postponements. In February 2021, the decision 
was taken to allow the second payment postponement for business loans in relation to expiry dates up to 
30 June 2021 and the decision was taken to grant additional payment postponement to healthy 
companies/organisations that already enjoyed a maximum payment postponement of 9 months under the 
first and/or second payment postponement corporate credits. 
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The scope of the granted payment postponement can be found in the tables reported below. On 31 
December 2020, the gross book value of the moratoriums subjected to legislation amounted to EUR 645 
million. 
 

4.4.4.1. Breakdown of loans and advances for which legally and non-legally determined moratoriums apply based on 
the remaining length of validity of moratoriums. 

 

 
 

In view of the support measures of the government, it is possible to make an exact estimate of this today in 
the area of credit risk. Crelan has, however, catered for this by identifying processes to identify customers 
with an increased risk, analyse their credit files in detail and, if required, start to make additional impairments. 
 
Within the framework of the measures taken to soften the consequences of the Covid-19 pandemic for the 
borrowers, Crelan and Europabank set up moratoriums for individual customers and companies that have 
been hit by the pandemic. 
Some of these moratoriums have led to both banks loosing income in view of the fact that no interest rate 
is charged during the moratorium period on loans (this is the case for mortgage loans to "vulnerable" 
customers whose net income is less than EUR 1,700 a month). This loss in income amounted to EUR 3.1 
million and was entered under the "Change losses of the result statement" section. 
 
Although the moratoriums have fully elapsed as on 31 December 2020, the expected extensions (as from 1 
January 2021) are already known. Up to now, the amount to EUR 81 million. 
 
You can find an overview in the tables below of the loans (profitable and non-profitable) on which 
moratoriums apply. 
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4.4.4.2. Information about profitable loans and advances for which legally and non-legally determined moratoriums 
apply. 

 

 
 

4.4.4.3. Information about non-profitable loans and advances for which legally and non-legally determined 
moratoriums apply. 
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4.4.4.4. Information about new loans and advances issued based on new government guarantee schemes that were 
introduced due to the COVID-19 crisis 

 

 
 

In addition to the payment postponement, the government also activated two guarantee schemes for new 
loans that banks issued.  
The first guarantee scheme made a provision in the safeguarding of loans with a maximum duration of 12 
months issued up to 30 September 2020. This term was afterwards extended to 31 December 2020. The 
target group was composed of non-financial companies, SMEs, self-employed persons and non-profit 
organisations.  
The second guarantee scheme made a provision in the safeguarding of loans with a duration of more than 
12 months and up to 36 months, issued up to 31 December 2020. The issue term was extended until 30 
June 2021 and the duration up to 5 years. The target group was composed of small- or medium-sized non-
financial entities.  
The total outstanding among was the following as on 31 December 2020: EUR 22 million). 
 
 

4.5. Tangible fixed assets 
 
The mix of the tangible fixed assets as on 31 December 2020 and 31 December 2019 is as follows:  
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The rights of use that have been recorded in accordance with IFRS 16 were classified as tangible fixed assets. 
For the sake of clarity, we have separated the developments with regard to leasing from the other tangible 
fixed assets and have subsequently incorporated them under the same column regardless of their nature. 
Under the IFRS 16 column, all leasing assets are included and, in particular, vehicles, buildings and ATMs. 
 
In view of the commencement of the standard on 1 January 2019, the Group has processed the rights of 
use of 2019 under "purchases" and not under "purchase price". More details with regard to the various 
developments are described in item 4.9. (IFRS 16). 
 
The small difference in the net book value between 2019 and 2020 is mainly explained by the depreciations 
in relation to office equipment (EUR +0.57 million) and changes to the IT infrastructure (EUR +1.01 
million). The changes in these two categories are related to the decommissioning of fully written off assets. 
This is a reduction of the statements on the asset side without consequences for the result. 
 
The Group did not pup up property, plant and equipment as guarantees for liabilities. 
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4.6. Goodwill and other intangible fixed assets 
 
The mix of the goodwill and intangible fixed assets as on 31 December 2020 and 31 December 2019 is as 
follows: 
 

 
 
With the exception of the goodwill, all intangible fixed assets have a limited economic life span. In contrast 
with intangible fixed assets, the goodwill is not amortised, but is subjected annually to an impairment test 
as the result of the application of IAS 36. If the book value of the involved entity is higher than the assessed 
value of this entity that can be realised, an impairment is included in the profit and loss statement.  
 
IAS 36, paragraph 134, requires the provision of information for each cash generating unit for which the 
book value for the goodwill and/or intangible assets with an indefinite use duration is significant when 
compared to the total. 
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Currently, only the goodwill of EUR 23.6 million from the purchase of Europabank NV is included in this 
section as on 31 December 2020. 
 
The recoverable amount is estimated based on the fair value minus costs related to the sale (that is to say, 
the "Fair value less costs to sell"). This amount is determined based on the discounted cash flow method 
(that is to say, the "discounted cash flow model"). In accordance with this method, the recoverable amount 
is calculated as the net present value of all future cash flows of the relevant operational unit. 
 
The method is based on a number of assumptions: 
 
Europabank NV cash flow assumptions 
 
In relation to the financial side, the low level of interest rates continued in 2020 and therefore the interest 
rate margin has been put under downward pressure. 
 
Management is assuming that the net banking product will be followed by growth in 2022 and 2023 by 3.4% 
and 2.9%, respectively, after a decrease of -4.1% in 2021. Annual growth is expected between 2024 and 
2026 of 0.5% of the net banking product of Europabank NV. 
 
The operating charges for 2021 to 2023 are based on the expected development of the costs. For the 
following years, it is being assumed that the operating charges will develop based on the operating 
charges/net capital gain ratio of 2020. 
 
A detailed forecast is being made of the activities for the coming 5 years. After the explicit forecast period 
of 5 years, the final value of the companies taken into account by extrapolating the cash flows infinitely. 
This is based on a final growth after 5 years of 1.5% on an annual basis. This definitive growth percentage 
is determined by management based on the expected average market growth in the long term for each 
activity. 
 
The discount rate 
 

The net cash value of the cash flows expected from Europabank NV is calculated based on the applicable 
discount rate. The discount rate reflects the required return on equity. This discount rate is based on the 
Capital Asset Pricing Model (CAPM) and consists of a risk-free market interest rate and a market exposure 
premium multiplied by a company-dependent beta. The risk-free market interest rate is based on the Interest 
Rate Swap interest rate for 10 years. It amounted to -0.26% on 31 December 2020 (in 2019: 0.15%). The 
market exposure premium amounted to 5% in 2020 (5% in 2019). Beta is the systemic risk of an investment 
in comparison with the market as a whole. The beta of each reported unit was determined based on its 
specific risk profile. In 2020, the beta was 1.5 (1,5 in 2019). This can be translated into a discount rate of 
7.2% for Europabank NV (2019: 7.6%). 
 
Sensitivity 
 
The sensitivity of the net present value of the recoverable amount of the unit is also calculated. In this case, 
the effect of the net present value of the entity is simulated as a result of a decrease and an increase of the 
risk-free interest rate beta and the activity-dependent beta, respectively. The effect of a decrease of the cash 
flow growth forecast is also simulated infinitely. To conclude, a stress test is performed by applying a 
negative annual grow percentage of 0.25% to future cash flows infinitely and by discounting the net value 
of future cash flows with a limited discount rate of 11.4%. Sensitivity and stress tests show that the thus 
obtained recoverable amounts are higher than the book values for Europabank NV. 
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4.7. Current and deferred tax assets and liabilities 
 

The table below provides an overview of current and deferred tax assets and liabilities as on 31 December 
2020 and 2019. Deferred tax assets and liabilities are allocated per legal entity of the Group. 
 

 
 
The table below gives the mix of deferred tax assets and liabilities on the balance sheet as on 31 December 
2020 and 2019: 
 

 
 
The deferred taxes do not show strong fluctuations when compared to last year. As was the case in 2019, 
the impact on the dividend received deduction (DRD) remains the largest item for an amount of EUR 33.6 
million. This comprises the deferred tax assets on transferred losses. 
 
During the course of 2018, the conditions for the use of dividend received deductions and transferred losses 
has been tightened. As from now, the tax credits may only be applied by 70% on the result that exceeds 
EUR 1 million. This may, in the future, lead to a remeasurement at fair value of the stock. Deferred taxes 
are only recognised if they can be offset against future profit.  
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The evolution of deferred tax assets and liabilities in 2020 and 2019 can be represented as follows: 
 

 
 
On a global level, we see a slight decrease of our deferred taxes. The evolution of the deferred taxes in the 
result of the financial period shows a slight decrease of approximately EUR 0.5 million when compared to 
2019. The ones that can be allocated in the subtotals to a reduction of the revaluation reserves. In 2020, we 
had a low use for the impact of the dividend received deductions of only EUR 0.2 million and EUR 0.9 
million, respectively, as we did in 2019. 
 
Deferred tax assets are only included if it is probable that the deferred tax asset will be compensated by 
profits expected in future. 
 
As on 31 December 2020 and 2019, the deferred tax assets below were not included on the balance sheet 
due to uncertainty about the future taxable profit: 
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4.8. Other assets and liabilities 
 
The mix of the other assets on 31 December 2020 and 31 December 2019 is as follows: 
 

 
 
The mix of the other liabilities on 31 December 2020 and 31 December 2019 is as follows: 
 

 
 
The total other assets increased in 2020 by EUR 2 million, which was mainly due to an increase of the 
revenue to be received (fees on notes and funds).  
 
The total of other liabilities increased in 2020 by EUR 4.2 million. The dividend for the 2019 accounting 
period could not be paid due to the coronavirus crisis and this has meant that the other liabilities rose by 
EUR 24.4 million. This significant increase of the other liabilities is, however, compensated by a transfer of 
EUR 16 million of the lease liabilities to other finance lease liabilities, the decrease of the other employee 
benefits by EUR 1.3 million, the accrued charges and deferred income (liabilities) by EUR 1.3 million EUR 
and the taxes, remuneration and social security by EUR 1.7 million. 
 
The absence of finance lease liabilities (IFRS 16 - Leases) in the table above for 2020 is explained by the 
inclusion thereof in the explanatory note 4.11.4. Other financial liabilities. 
 
The notes with regard to employee benefits and IFRS 16 can be found in explanatory notes 4.9. and 4.13, 
respectively. 
 
 

4.9. IFRS 16 
 
This standard has been introduced to improve the financial reporting about leases. The IFRS 16 standard 
came into force on 1 January 2019 and has changed the processing of leases (that is to say, leasing) in the 
business environment.  
Lease transactions must be included on the balance sheet as from this date by means of a right-of-use asset 
(lease assets - split into "Tangible fixed assets") and a lease liability (liabilities - "Other financial liabilities"). 
However, there are two exceptions: on the one hand, short-term leases are excluded (less than 12 months) 
and, on the other hand, leases with a low value are excluded (less than USD 5,000). 
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For leases that decrease under the rules of IFRS 16, we subsequently determine the term of the lease. Lease 
transactions have a specific term, but also often include the option of renewing the lease. The entity decides 
whether the lease will or will not be renewed based on all available information. If it is probable that the 
lease will be renewed, this extends the term; the opposite situation is naturally also possible. 
 
The transition method selected by Crelan is the "Modified Retrospective Method". In accordance with this 
method, the right-of-use asset and the lease liability are recalculated on the effective date of IFRS 16 at the 
marginal interest rate on 1 January 2019. 
 
Impact on the balance sheet 
 
Under IFRS 16, we adopt the right-of-use asset and the lease liability on the balance sheet. Both financial 
assets and liabilities will therefore increase. The book value of the right-of-use asset, moreover, usually 
decreases faster than the book value of the lease liability; this results in a decrease of equity when compared 
to the previous IAS 17 standard. 
 
The Group has identified three main asset classes that are subject to lease liability: 
 

 Buildings; 

 Company vehicles; 

 ATMs . 
 
For each of these assets, Crelan also needed to identify the implicit interest rate that must be applied to the 
financing of these leases: 
 

 Buildings: interest rate in relation to a mortgage with a maturity of 10 years (+/- 1.9%); 

 Company vehicles: interest rate on a vehicle lease for 5 years +/- 2.8%); 

 Money distributors: interest rate on professional loans with a maturity of 7 years (+/- 3.4%). 
 
In 2020, much changes in the area of IFRS16 leases. The Crelan Group entered into a new lease at AXA 
Bank Belgium. The staff in Antwerp therefore relocated to the new building. The old lease of the Post X 
building had a fixed lease term. The Crelan Group decided to sublease approximately ¾ of this lease to a 
third party. Later on, this same part was transferred. The remaining part of approximately ¼ of the old Post 
X leased building is still charged to the Crelan Group. The Crelan Group has the intention to also transfer 
this part. In that case, the Crelan Group would no longer have any contractual obligation with the old Post 
X leased building. In relation to the ATMs, a new contract with Jofico was entered into. It is important to 
note that the final values of the right to use, lease liability and the effect on the result continue to be very 
limited despite the amendments to the leases. 
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Below we provide the details of the evolution of the right-of-use asset as on 31 December 2020: 
 

 
 
Below we provide the details of the evolution of the right-of-use asset as on 31 December 2019: 
 

 
 

Below we provide the details of the evolution of the lease liabilities as on 31 December 2020: 
 

 
 
Below we provide the details of the evolution of the lease liabilities as on 31 December 2019: 
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Impact on the result 
 
The depreciation with regard to the right of use is shown in the result under depreciations. The interest rate 
on the lease liability is included as interest charges and therefore the financial costs increase. The result effect 
of the lease payments can be found under operating charges. Based on IAS 17 rules, the total costs were 
linked to the lease linked to the operating costs. 
 
Below we provide the details of the impact on the profit and loss account on 31 December 2020 and 31 
December 2019: 
 

  
 
Below we provide the details of the impact on cash flows on 31 December 2020 and 2019: 
 

  
 
 
As described above, the impact on the coming into force of this new standard has been very limited for the 
Group. The difference between the right of use and the lease liabilities resulted in a P&L impact of EUR -
16,938 in 2020 (EUR -26,485 in 2019). 
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4.10. Crelan Insurance NV balance sheet and result 
 
4.10.1. Available for sale: Crelan Insurance NV balance sheet 
 
The mix of the balance sheet on a "Stand-alone" basis of Crelan Insurance NV as on 31 December 2020 is 
the following: 
 

 
 

The mix of the balance sheet on a "Stand-alone" basis of Crelan Insurance NV as on 31 December 2019 is 
the following: 
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The sale of the insurance branch of Crelan (Crelan Insurance NV) is part of the negotiations in relation to 
the transaction between Crelan and AXA. 
 
The first "Crelan Insurance" column gives the accounting position of the subsidiary independently. 
 
The "Eliminations" column comprises all intercompany transactions between Crelan Insurance NV and the 
other entities of the Group. 
 
The "Total" column represents the amounts that must be added to the "Consolidated balance sheet" (see 
page 5) to include the insurance activities within the scope of the Group.  
 
The increase of the net book value by EUR 3.8 million between 2019 and 2020 matches the result of the 
insurance activities for 2020 (see the next section, 4.10.2. "Income statement of Crelan Insurance NV") 
regarding which the distribution of dividends are deducted from the central entity of the Group.  
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4.10.2. Available for sale: Crelan Insurance NV result 
 
The mix of the income statement on a "standalone" basis of Crelan Insurance NV as on 31 December 2020 
is the following: 
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The mix of the income statement on a "standalone" basis of Crelan Insurance NV as on 31 December 2019 
was the following: 
 

 
 

The result of Crelan Insurance NV as on 31 December 2020 amounts to EUR 6.3 million, an increase of 
EUR 1.3 million when compared with the previous year. The activities of Crelan Insurance NV are closely 
linked to the mortgages that Crelan has issued in the sense that the mainly offered product is an outstanding 
balance insurance.  
 
Since the credit production remained comparable with that of 2019, the insurance activities led to stable 
revenue for the Group. The increase of the net result can mainly be ascribed to the decrease of the 
provisions between 2019 and 2020 (EUR -1.1 million).  
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4.11. Financial liabilities measured at amortised cost 
 
4.11.1. Deposits 
 
The mix of the deposits on 31 December 2020 and 2019 is as follows: 
 

 
 

 
 
The increase of the deposits (EUR +2.19 billion) can be ascribed to two factors: 
 

 The high savings ratios that were observed during the crisis; 

 The launch of a third series of targeted longer-term refinancing operations (TLTRO III). 

In relation to the deposits of non-credit institutions, we note that, in addition to the aforementioned 
increase, the basic trend remains the same when compared to the previous accounting periods with a shift 
of time deposits that are not renewed (EUR -65.18 million) to the current and savings account deposits 
(EUR +1.85 billion). This is mainly the result of ever greater monetary relaxation that the ECB has applied 
to support the European economy during the COVID-19 crisis, which means that the interest rates become 
lower and lower.  
 
To conclude, the Group received EUR 2.84 million EUR in securities in cash in relation to the derivative 
transactions. 
 
The Group does not have any reverse repurchase agreement anymore this year. This explains why there is 
no difference between the book value and the market value that are being used to determine the amount of 
the deposits. 
 
The table below provides an overview of the value of the financial assets transferred of the Group: 
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4.11.2. Debts embodied in debt certificates including bonds and debentures 
 
The debts embodied in debt certificates are only made up of bank certificate and are as follows as on 31 
December 2020 and 2019: 
 

 
 
The decrease of the outstanding amount by EUR -224.3 million (2019: EUR -61.1 million) is even clearer 
than in the previous accounting period. This continuation of the decreasing trend of the volume can be 
explained by the loss in interest for this product type amongst customers. This can be ascribed to the fact 
that the capital of the customer is tied up for a specific period when compared to an interest rate that has 
dropped significantly during the last few years as a result of the continuous decrease of the market interest 
rate. As previously expressed, these dynamics is even strengthened by the various stimulating measures of 
the ECB in the aftermath of the coronavirus crisis. 
 
Macro hedging is applied to a part of the savings bond portfolio. For more information about this topic, 
refer to the notes in 4.14. 
 
 
4.11.3. Subordinated liabilities 
 
The subordinated obligations only consist of subordinated certificates. The remaining maturity as on 31 
December 2020 and 2019 can be detailed as follows: 
 
 

 
 
The subordinated debts dropped further in 2020 (EUR -100.8 million). The decrease of the outstanding 
amount can be ascribed to the certificates reaching their final maturity date and the fact that they are not 
being renewed. The same reason applies to this as specified in the previous item (4.11.2.). Due to the 
decrease of the market interest rate, the benefit for this product type decreases and, as a consequence, also 
the interest from customers. 
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4.11.4. Other financial liabilities 
 
The other financial liabilities can be detailed as follows: 
 

 
 
The IFRS16 section was classed in 2019 under "Other obligations" (see item 4.8.). 
 
 
4.11.5. Targeted longer-term refinancing operations (TLTRO) loans 
 
Crelan has participated in the TLTRO loan subscribed by the ECB for EUR 400 million. The TLTRO loan 
is entered based on the amortised cost with an effective interest rate based on the main refinancing 
operations (MRO) interest rate (MRO) of the ECB. A discount of 50 base points is allocated for the period 
from 30 September 2020 to 23 June 2022 independently from the growth of the loan book that is eligible 
for the third TLTRO. This benefit of a market advantageous interest rate is included in the result spread 
over the period to which these discounts apply (IAS 20.7 and IAS 20.12). For the 2020 accounting period, 
this amounts to approximately EUR half a million, which was entered as interest rate revenue. The additional 
discount and mainly the difference between the MRO interest rate and the deposit facility rate (DFR), which 
currently amounts to another 50 base points does depend on the growth of the loan book that is eligible for 
the third TLTRO. In view of the current assessment of this growth, Crelan deems it sufficiently realistic 
that this additional discount will be realised and an additional EUR half a million was recorded as interest 
revenue. 
 
 

4.12. Provisions 
 
The provisions can be detailed as follows per type for 2020 and 2019: 
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In October 2016, the Board of Directors of Crelan NV approved the strategic "Fit for the Future" plan for 
the reorganisation of the central services and network of agents. The provisions within the framework of 
this project amounted to EUR 38 million and were related to the gradual decrease of the number of full-
time jobs over a period of 4 years and the restructuring of the agent network. After the various transfers, 
expenditure and allocations during the prior years, these facilities amounted to EUR 13.0 million at the end 
of 2019. In 2020, an application of funds was entered for EUR 5.7 million, the remeasurement at fair value 
of the allowance requirements led to an allocation of EUR 0.1 million. 
 
Current disputes refer to various legal cases and claims. The amount of the provision is examined 
individually in relation to each case by the legal department or by Human Resources in the case of a claim 
that involves an employee. The variation of EUR 0.04 million refers to both new and existing files. Most of 
these files mainly refer to legal disputes with members of staff. In 2020, a provision for taxation risk of EUR 
0.1 million was added. 
 
The other provisions refer to liabilities and guarantees in relation to credit lines and current accounts for 
Stage 1 and Stage 2. They are being determined in accordance with IFRS9 since 2018.  
 
To conclude, the technical provision for the insurance activity since 2019 is no longer included separately 
in the statements but on the "Liabilities held for the sale and terminated corporate activities" line since it is 
the intentions to sell the insurance company in 2021. The balance at the end of the year can be found in 
item 4.10. The provisions of Crelan Insurance NV amount to EUR 63 million what represents a variation 
of approximately EUR +7 million when compared with 2019. 
 
 

4.13. Employee benefits 
 
4.13.1. Pension liabilities  
 
Liabilities due to the defined retirement benefit plans are included in the "Other liabilities" section. Crelan 
NV has two defined retirement benefit plans that cover employees of the previous Landbouwkrediet and 
Centea. The other entities of the Group have set up Belgian committed benefit plans.  
 

Since 2012, it is no longer interesting to close defined retirement benefit plans. They are financed by group 

insurance contracts or individual pension liabilities taken out with Belgian insurers. The financing method 

selected by the employer makes provisions for an annual allocation to the financing ceilings. This fund takes 
into account the assumptions of wage increases, inflation, discount rate, pensionable age and staff turnover 
while observing the statutory minimum financing. 
 
On the pensionable age, employees receive a specific amount in capital calculated based on the annual 
compensation and seniority. 
 
Defined retirement benefit plans cover the actuarial risk and mainly the interest rate risk, market exposure 
and inflation risk. 
 
The Group has four "defined benefit plans, one for previous Landbouwkredit employees who are employed 
since 2008, two for the previous Centea employees, who are employed from before 1999 and one for 
Europabank NV. Employees of the former Landbouwkredit who are registered in relation to the retirement 
benefit plans have, moreover, been transferred to defined benefit plans if they continue to work after the 
pensionable age. The subsidiary Europabank NV also has its own defined benefit plan for all its employees. 
All these retirement benefit plans are financed by group insurances where the insurer guarantees a minimum 
return. 
 
The Belgian defined benefit plans were subjected to a statutory minimum return of 3.25% on the employer 
benefits and 3.75% on the personal benefits that must be guaranteed by the employer until recently. This 
guaranteed return could be changed through a royal decree. In this case, it was expected that the new returns 
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would be applied to the built-up benefits from the past and future benefits. In view of the limited risk, these 
retirement benefit plans are regarded as defined benefit plans and processed as such under IAS 19.  
 
Belgian legislation was amended on 1 January 2016: the minimum return to be guaranteed by the employer 
varies depending on the performance of the 10 year OLO (Lineaire Obligatie; Linear Bond) with a minimum 
of 1.75% and a maximum of 3.75%. For benefits paid as from 2016, the guaranteed minimum return is 
1.75%.  
For retirement benefit plans that are financed by group insurance contracts in accordance with which the 
insurance company guarantees a contractual interest rate, the percentage of 3.25% or 3.75% will continue 
to apply to accumulated benefits as on 31 December 2015 until the date when employment is left by the 
working employee. In fact, these Belgian defined benefit plans can be classified as defined retirement benefit 
plans in accordance with IAS 19 as from 2016. 
 
As from 2016, the Group has been carrying out the entire calculation of the liabilities for defined benefit 
plans in accordance with IAS 19. The gross liabilities for defined benefit entitlements are measured at fair 
value in accordance with the "Projected Unit Credit”5 method. 
The "Projected Unit Credit (PUC) cost method" is an actuarial technique where the gross liabilities that 
arise from defined benefit entitlements are assessed through a forecast of future discounted benefits. The 
cash value of the gross defined benefit obligation is subsequently compared with the fair value of the 
investments. A provision is made for any possible shortfall. While taking into account the benefit costs that 
should be allocated to the year of service, the adjustment in the liability is included through the 
remeasurement at the fair value reserve. The measurement at fair value of assets in defined benefit plans is 
based on the application of paragraph 1156 of IAS 19 while taking the standard risk of insurance institutions 
into account. Defined retirement benefit plans are measured in accordance with the method of the fair value 
of the assets (IFRS 13) where assets equal the cash value of future cash flows while taking the risk of non-
payment into account. 
 
To determine the fair value of the assets, an assessment of the non-payment risk is performed: 
 

 For the fair value of the assets that remain within the limits of the mathematical reserves, the non-

payment risk is set to equal the non-payment risk of corporate bonds with an AA rating. The 

discount rate that is used to determine the cash value is therefore identical to the discount rate that 

is used to calculate the defined benefit obligation (DBO). 

 

 For the fair value of assets that exceed the mathematical reserves, an additional standard risk is 

taken into consideration that is included as follows in the discount rate: the added risk premium 

equals the revenue on corporate bonds with an AA rating minus the yield of financial institutions 

with the rating of the relevant insurance companies. 

 

This method therefore takes the risk that the insurance company cannot meet its liabilities into account, 
that is to say, that it cannot achieve its contractually agreed guaranteed return. 
 
  

                                                           
5 The "Projected Unit Credit" method is used to determine the cash value, gross liabilities linked to the defined benefit 

plan and the costs of the provided services. In accordance with this method, a "projected accumulated benefit” is 
calculated based on the working status on the measurement date, but, when the formula for the calculation of benefits 
is based on future salary and social insurance levels, by using assumptions about the growth of these projected amounts 

on the age at which the employee is expected to stop working. Normally, the "expected accrued benefit" based on the 

plan formula. If employment in future years, however, cause substantially higher benefits than in previous years, the 
"expected accumulated benefits" are calculated by allocating the benefits linearly over the assessment period. 
6 This means that the assets equal the cash value of the insured capital in group insurance contracts that make 
provisions for an interest rate guaranteed by the insurer (Branch 21). 



Crelan Group 

2020 Consolidated Financial Statements 
___________________________________________________________________________________ 

53 

 

The table below shows the evolution of the current value of the gross liability of defined retirement benefit 
plans and Belgian defined benefit plans: 
 

 
 
The considerable increase in 2019 of the actuarial earnings and losses in relation to financial assumptions 
can be fully ascribed to the decrease of the discount rates. The decrease of the discount rates continues in 
2020 but to a limited degree. The ultimate effect on the gross liability in 2020 is therefore smaller when 
compared to 2019.  
 
The increase in the paid benefits can mainly be ascribed to the plan for early retirement that the Group 
offered its employees who were older than 58. 
 
The breakdown of the gross liability of Belgian defined retirement benefit plans and defined benefit plans 
can be as follows: 
 

 
 
The assets are held in exchange for defined retirement benefit plans and defined benefit plans.  
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The table below shows the evolution of the fair value of the assets involved: 
 

 
 
The observed return on the assets of the committed retirement schemes amount to EUR 0.2 million in 2020 
(2019: EUR 3.9 million). In general, the fair value of the involved assets has decreased due to an increase in 
the paid benefits and a decrease of the observed return.  
The assets do not comprise financial instruments that have been issued by the Group or property 
investments or assets that are used by the Group. All assets are invested in group insurance contracts that 
make provisions in a contractual interest rate guaranteed by the insurer (contracts in branch 21). 
 
The table below gives the details of the reconciliation between the actual value of the gross liabilities and 
the fair value of the assets in relation to the Belgian defined retirement benefit plans and defined benefit 
plans as well as the assets and liabilities that appear on the balance sheet: 
 

 
 
The table below shows the total costs that are included in the total result during the course of the year: 
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The most important actuarial assumptions with regard to Belgian defined retirement benefit plans and 
defined benefit plans are shown in the table below: 
  

 
 
The most important actuarial assumptions that have been used to determine the total costs that are included 
in the profit and loss account during the year are shown in the table below: 
 

 
 
The discount rate that is used to determine the value of the liabilities of the retirement benefit plan is 
different for ex-Centea and Crelan NV and for the Belgian defined retirement benefit plans and the Belgian 
defined benefit plans. (Relatively) older employees are in the defined retirement benefit plan of Crelan NV. 
The defined benefit plan of ex-Centea was only implemented in 2009 and applies to all those persons who 
started their employment after 1998. Since the average period to be financed is longer for ex-Centea than 
for Crelan NV, the discount rate that is used for the calculation of the defined benefit obligation higher for 
ex-Centea than for Crelan NV. The same note applies to Belgian defined benefit plans. 
 
The expected cash flows in 2021 for the defined retirement benefit plans and the Belgian defined benefit 
plans of the Group are shown in the table below: 
 

 
 
The average maturity of the liabilities with regard to the defined retirement benefit plans is 9 years for Crelan 
NV and 16 years for ex-Centea. The average maturity of the liabilities with regard to the various defined 
benefit plans is between 9 and 15 years. 
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The sensitivity analysis of the actuarial assumptions with regard to the gross liability of the defined benefit 
plans at the end of the period is shown in the table below: 
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The sensitivity analysis of the actuarial assumptions in relation to the value of the gross liabilities and assets 
of Belgian defined benefit plans at the end of the period is presented in the table below: 
 

 
 
 

4.14. Derivatives and accounting processing 
 
A derivative is a financial instrument of which the value depends on the value of an underlying value (for 
example, interest rate, exchange rate, share price, index, etc.) for which a limited initial investment is required 
and regarding which the payment is mad at a later time. 
 
The Group only holds derivatives within the framework of hedging transactions. The following types of 
derivatives are used within the Group: 
 

 An Interest rate swap is an agreement where two parties agree to swap interest payments regularly. 
 

 A cap is an interest rate option that limits the maximum interest rate for the buyer of the cap at a 
level defined in advance for various periods. 
 

 A swaption is an option on an interest rate swap where the owner of the swaption has the right 
but not the obligation to enter into a swap. 

 
The Group only applies fair value hedging that covers the risk or variation in the fair value of an asset or 
liability. 
 
In relation to the fair value hedging of the interest rate risk of a portfolio of financial assets or liabilities, 
three portfolios were put together at NV that are all hedged separately by a portfolio of interest rate swaps: 
 

 Asset portfolio consisting of consumer loads, mortgages and investment loans 

 Investment portfolio 

 Portfolio of liabilities consisting of savings bonds and fixed-term accounts 
 
The portfolios of assets (1) or liabilities (3) are the subject of hedging relationships via macro hedging. Macro 
hedging means that the interest rate risk of a portfolio with comparable characteristics is hedged by using a 
portfolio of interest rate swap agreements. Adjustments to the fair value of the underlying portfolio to be 
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ascribed to the hedged risk lead to an adjustment of the book value of the underlying portfolio when 
compared with the income statement.  
 
The adjustments on the balance sheet are included in the "Adjustments to the fair value of the hedged 
positions in relation to fair value hedging of the interest rate risk of a portfolio" section on the asset or 
liability side of the balance sheet (depending on the side on which the hedged portfolio is: asset or liability). 
 
The adjustments in the profit and loss account and also every inefficiency of the hedging relationship are 
included in the "Fair value adjustments in relation to the administrative processing of hedging transactions" 
section. 
 
Since 2011, the Group also applies fair value hedging with caps and swaptions. For this, Crelan NV implicitly 
placed synthetic portfolios of caps linked to mortgages with a variable interest rate as a hedged position on 
which fair value hedging is applies.  
 
For all fair value hedging, the required efficiency tests are performed on each balance sheet date. 
 
The table below shows the fair value of the current hedging instruments that were held on 31 December 
2020 and 2019: 
 

 
 
In 2020, Crelan applied netting (i.e. offsetting; IAS 32) on the derivatives with the LCH counterparty (see 
item "4.16 Offsetting of financial assets and liabilities"). This explains the huge decrease of the book value 
of both the assets and the liabilities when compared to the end of 2019 in the table above.   
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The following table provides an overview of the book value of the hedged items for 2020 and 2019: 
 

 
 
As explained above, the Group only hedges its positions through fair value hedging. Assets with the same 
characteristics (for example, maturity date/review date and the contract interest rate) are grouped in 
synthetic portfolios. Each of these portfolios is fully hedged by its respective derivatives where the 
difference in value mainly arises from the difference in the used benchmarks between the hedging 
instrument and the hedged position. 
 
The following table provides an overview of the net result as the result of the inefficiency in relation to the 
processing of the hedging transactions: 
 

 
 
The total result impact as on 31 December 2020 amounts to EUR 5.6 million (2019: EUR -0.86 million). 
 
An important aspect regarding this is a cash compensation that the Group received from LCH in view of 
the fact that this counterparty has changed the calculation curve from EONIA to ESTER. 
 
When Centea NV was taken over, Crelan NV was confronted with derivatives that could not be documented 
as hedging based on IFRS rules (although they are linked to hedging from an economics perspective). These 
derivatives therefore needed to be placed in the portfolio for commercial purposes ("Financial assets of 
liabilities held for commercial purposes"). This concerns interest rate swap agreements, caps and swaptions. 
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The table below shows the mix of the financial assets and liabilities held for commercial purposes on 31 
December 2020 and 2019 and therefore consists only of derivatives for which no hedging could be 
documented in accordance with IFRS rules: 
 

 
 
Both in 2020 and in 2019, no financial assets were held for assets held for trading as a security for obligations 
or conditional obligations. 
 
The table below shows the mix of derivatives held for commercial purposes on 31 December 2020 and 
2019. For the notional amount, a distribution is made between "to be received" (receiver) and "to be paid" 
(payer). 
 

 
 
The decrease of the different notional amounts arises from the current hedging instruments that are reaching 
their end expiry date. The decrease of the book value can be explained by the already reported netting (IAS 
32) (see item 4.16. "Offsetting of financial assets and liabilities") 
 
Cash guarantees are received from/paid to the counterparty as security for the credit risk with regard to the 
positive or negative market value of the derivatives. These guarantees amounted to EUR 141.9 million on 
31 December 2020 (2019: EUR 783.9 million). They are entered under the "Loans and receivables/interbank 
credits and guarantees that have been deposited in cash" section (see explanatory note 4.4.1.). The decrease 
in this cash collateral when compared to 2019 can be fully explained by the previously mentioned offsetting 
(IAS 32) that was applied in 2020 (see item 4.16 "Offsetting of financial assets and liabilities"). 
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4.15. Fair value of financial assets and financial liabilities 
 
The fair value is the price that would be received to sell an asset or that would be paid to transfer a liability 
in a regular transaction between market participants on the measurement at fair value date.  
 
Based on the observability of the parameters, the fair value is divided into 3 categories: 
 
Level 1: quoted prices (not adjusted) in asset markets for identical assets and liabilities; 
 
Level 2: use of parameters other than quoted prices that can be observed for the asset or liability either 
directly or indirectly; 
 
Level 3: use of non-observable parameters or when an observable input requires an adjustment by using a 
non-observable input and this adjustment results in a considerable adjustment of the fair value. 
 
 
4.15.1. Fair value of financial assets and liabilities based on the amortised cost 
 
The table below shows the book value and the fair value of the assets and liabilities included on the balance 
sheet at the amortised cost: 
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For deposits up to a year, it is assumed that the fair value equals the book value. For the other assets and 
liabilities, the fair value is determined based on: 
 

 The evolution of the risk-free interest rate: the issue is to investigate the difference between the historic 
and the current interest rate. As a risk-free interest rate, the IRS interest rate is applied on a comparable 
cash flow structure.  

 The evolution of margins on assets and liabilities: here we investigate the difference between historic 
and current margins on various products. The margin is calculated as being the interest rate that the 
customer pays minus the risk-free interest rate. The weighted average of the margins on the production 
of the various products over the past 12 months is taken as the current margin. 

 
To get the impact on the fair value, the adjustment in the margin is multiplied by the outstanding balance 
and the risk-free interest rate is discounted. The same margin is used for the remaining maturity of the 
asset/liability and therefore does not take interest rate adjustments into account. 
 
Both in 2020 and in 2019, there were no significant transfers of financial assets or liabilities between the 
various levels. 
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4.15.2. Measurement at fair value of financial assets and liabilities included based on fair value 
 
The tables below show the classification of the fair value of the financial assets and liabilities on Levels 1, 2 
and 3 in accordance with the observability of the used parameters: 
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Financial assets and liabilities regarding which there are no quoted prices are measured at fair value based 
on the market assessments of reputable external financial counterparties. These market assessments are 
systematically verified by the Financial Markets department and the back office. Due to a lack of a market 
price, 2 bonds and debentures are measured at fair value based on a model price. For these bonds and 
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debentures, the cash flows of bonds and debentures are measured at fair value based on the distribution of 
the liquid bonds and debentures of the same issuer. 
 
For derivatives, the market value is determined as follow: since 2013, the measurement at fair value of 
interest rate swaps is based on the ESTER curve. In the course of 2020, the measurement method for the 
contracts at the central LCH clearing house changed and become based on the ESTER curve. For caps and 
swaptions, we use the market volatility of various counterparties. Next, the market value of the option is 
based on the characteristics of the underlying derivative. 
 
A sensitivity analysis of the total portfolio is performed on a monthly basis. The interest rate risk and spread 
risk are measured and verified based on the limits that are imposed by boards of directors. The interest rate 
risk is measured by using a cumulative nominal interest rate difference. The spread risk is calculated based 
on a value-at-risk spread (spread VaR) with a reliability interval of 99.5%, a risk period of 3 months and 
based on the historic asset spreads per bond class over several years. On 31 December 2020, we measured 
a spread VaR of EUR 19.8 million on the global portfolio. 
 
The bonds and debentures under level 3 are not subject to an interest rate risk and a spread risk because of 
the nature of the investment. 
 
To conclude, we also have the investments in the private equity portfolio and those that are catalogued 
under fair value via OCI for an amount of EUR 9.7 million (level 3) and the investments in funds for an 
amount of EUR 1.4 million (Level 1). 
 
For the assumptions that are used for the calculations of Level 3, no tangible adjustments were implemented 
in 2020 in addition to the normal market value-adjustments. 
 
In 2020 and 2019, there were no significant transfers of financial assets or liabilities between the various 
levels. 
 
The table below shows the evolution of Level 3 in 2020: 
 

 
 
The table below shows the evolution of Level 3 in 2019: 
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4.16. Offsetting of financial assets and liabilities 
 
To limit the risks when accepting derivatives, an International Swaps and Derivatives Association (ISDA) 
master agreement, a Credit Support Annex (CSA) and a Global Master Repurchase Agreement (GMRA) is 
entered into with each financial counter party. These agreements determine that, in the case of default, 
compensation can take place on all rights and obligations that arise from the derivatives that are traded with 
this counterparty. The risk is further restricted by offering a cash guarantee in relation to the contractual 
obligation in case of a negative net market value of the derivative portfolio. If the net market value is 
positive, this will lead to receiving a cash guarantee. 
 
A residual risk always remains since, in case a counterparty with whom derivatives have been entered into 
remains in default, a new counterparty must be found and therefore it is possible that the replacement costs 
may exceed the cash guarantee. 
 
To further restrict the risk that is linked to the trading in derivatives, new transactions are settled via a central 
clearing member. The is mainly the counterparty risk that is thus significantly decreased.  
 
IAS 32 has the aim of determining the bases for presenting financial instruments such as liability or equity 
and for setting off financial assets and financial liabilities. 
This standard contains guidelines in relation to the offsetting of financial assets and liabilities. It determines 
that a financial asset and liability must be set off and the net amount must be included on the balance sheet 
only if the entity (IAS 32.42): 
 

 Has a right that is currently enforceable in law to set off the included amounts. Crelan must have a 

right to offset enforceable in law. This means that the right to offset: 

 May not depend on a future event; 

 Must be enforceable in law in each of the following circumstances: 

• During the normal course of the transaction; 

• In case of non-payment; 

• In relation to insolvency or bankruptcy of the entity and all counterparties; 

 

 Intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously. 

(IAS 32.48) Crelan must therefore have the intention to settle on net basis or to sell the asset and 

the liability simultaneously. 

In 2020, Crelan changed clearing agent for the taking out of derivatives with LCH. After a legal verification 
of the most important clauses in the contract with the new clearing agent, Crelan came to the conclusion 
that these positions were eligible for offsetting in accordance with the rules of IAS 32. As a consequence, 
the decision was taken to apply offsetting as from that accounting period to the balance sheet for the 
derivatives cleared via LCH. The comparable figures were not applied for this because it could not be stated 
with sufficient certainty at the end of the previous accounting period whether the criteria for the netting 
(offsetting) were fulfilled. 
 
The following table provides an overview of the financial assets and liabilities to which an enforceable ISDA 
compensation master agreement applies. This applies to derivative transactions and to agreements for the 
sale and repurchase of securities. Since the beginning of 2020, Crelan no longer has any repurchase 
agreements. The amounts that are offset on the balance sheet can be found in the first three columns with 
figures. 
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The amounts of the enforceable master netting agreements or equivalent agreements that are not offset and 
the net amount that remains after deduction of these amounts are specified below in the columns with 
figures.  

 

 
 

 
 

The obtained and given guarantees are completely cash guarantees. The amount of the guarantee is regulated 
and is therefore legally enforceable based on a Credit Support Annex (CSA) agreement that is added to the 
ISDA agreement. 
 
 

4.17. Equity 
 
The mix of the equity as on 31 December 2020 and 2019 is as follows: 
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The equity slightly increased in 2020. Despite the difficult conditions, the Crelan Group still managed to 
have the cooperative capital grow by EUR 24.8 million. The net profit for the accounting period did, 
however, show a significant decrease. 
 
The table below shows the evolution of the capital in 2020 and 2019: 
 

 
 
The shares have a nominal value of EUR 12.40 EUR per share; the capital of Crelan consists completely of 
shares. All shares are fully paid-up ones. The Group announce in July 2019 that it had raised the ceiling for 
the subscription amount for cooperative shares. This is now EUR 5,009.6 for a maximum quantity of 404 
shares (compared with EUR 4,005.2 and 323 shares for this, respectively). This increase led to a strong 
production of cooperative capital during the second half of 2019. The categories of members of the 
cooperative who have contributed the most to the increase of the outstanding amount were the existing 
members of the cooperative who have increased the number of shares in their possession from 323 to 404 
and new members of the cooperative who subscribed directly in relation to the maximum number of shares 
that can be held. 
 
The requests for repayment made during the year will only be executed after approval by the annual general 
meeting. These requests will be executed as follows: 
 

 
 
There is only one exception to the general rule for the repayment of cooperative shares: 
Upon the death of the cooperative shareholder or the spouse, the repayment of cooperative shares takes 
place immediately where the value date is deemed to be 1 January.  
 
For 2021, we expect that an amount of EUR 12,003,249.60 will be repaid to customers and will be deducted 
from the capital after repayment. 
For 2022, this amounts to the amount that was known on 31 December 2020 EUR 3,157,226. 
 
Evolution of revaluation reserves 
 
The reserves from the remeasurement refer to the adjustments in the fair value of debt instruments 
measured at fair value by means of non-realised results and on actuarial gains and losses in relation to benefit 
plans. The other reserves refer to reserves in accordance with the articles of association and deducted gains.  
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The evolution of the adjustments in fair value of debt instruments measured at fair value by means of non-
realised results is shown in the table below: 
 

 
 
The payment of the dividend has already been reported in issue 2.7. "Events after balance sheet date". 
  
 

4.18. Insurance contracts 
 
Since September 2007, Crelan Insurance NV only sells risk insurances of the "outstanding balance 
insurance", "temporary life insurance" and " finance settlement insurances" types. 
 
The target group of an outstanding balance insurance are all people or companies that take out a loan and 
wish to pay it back in full or partially in case of death (of one) of the persons taking out the loan or company 
managers (if the loan was taken out by a company). 
 
If the insured person should die or one of the two insured persons should die, the balance of the finance 
settlement insurance will pay a fixed amount that will be aligned with the sum of the repayments7. The 
policyholder, moreover, may also take out one or more additional insurances. These possible additional 
insurances cover the risk of "death due to an accident " and "successive death". 
 
The target group for the finance settlement insurances are all people or companies that take out a loan 
(repayment loan) and who/that wish to guarantee the full repayment of the loan to be repaid in case of 
death (of one) of the borrowers or company managers (when the loan has been taken out by a company). 
If the insured person should die or one of the two insured persons should die, the balance of the finance 
settlement insurance will pay a fixed amount that will be aligned with the sum of the repayments. The 
principal sum decreases every month with a monthly payment. 
 
  

                                                           
7 Can also be less than 100% of the loan  
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The table below provides an overview of the insurance liabilities, reinsurance assets, benefits and charges 
that arise from insurance contracts: 
 

 
 
The gross technical provisions as well as the share of the reinsurer were included on the balance sheet in 
the "Provisions" section until 2018. During the previous year and this year, they were classified under 
"Liabilities in relation to groups of assets held for sale and terminated company activities". 
 
The table below shows the adjustments that were made in the technical provisions during the 2020 and 
2019 accounting periods: 
 

 
 
For the outstanding balance insurance, the General Terms and Conditions determine that prices (including 
for risk premiums, various pricing costs and technical interest rates) may be adjusted by the insurer within 
the framework of a general price review for the insurance category to which the contract belongs or if the 
legally prescribed obligations impose this. 
 
This review is possible:  
 

 If the insurer is of the opinion that the balance of the insured portfolio is being put at risk by an 
increase of the risk of the involved insured event or events in relation to the population or the 
Belgian insurance market in its own portfolio; 

 If conditions present themselves that allow the insurer to adjust the rate in accordance with the law; 

 If the insurer can prove that the costs for the management of a contract have increased since the 
date on which the contract was signed;  

 If the applied interest rate is no longer in line with the market. 
 



Crelan Group 

2020 Consolidated Financial Statements 
___________________________________________________________________________________ 

71 

 

This means that the company has the option to implement a rate review in case the provisions to cover 
future contractual cash flows are deemed inadequate. 
 
As a reminder in case of a positive recommendation of the authorities (ECB, NBB, etc.) about the 
transaction between AXA and Crelan, the insurance activities of the Crelan Group will be sold to AXA and 
will therefore leave the consolidation scope of the Crelan Group. 
 
 

4.19. Encumbered assets 
 
The table below provides an overview of the encumbered and non-encumbered assets in 2020 and 2019: 
 

 
 

  

At the end of 2020, 3.67% of the total assets were regarded as encumbered (2019: 3.94%). These assets 
cannot be used immediately by the Group to support future financing. The main encumbered assets within 
the Group are related to the following in 2020: 
 

 The monetary reserve placed at the National Bank of Belgium (EUR 189.8 million). 

 Securities other than shares that were used as security at the National Bank of Belgium within the 
framework of the flow of payments (EUR 484.2 million) 

 Paid-up cash collaterals within the framework of the "credit support annexe" (CSA) of the ISDA 
documentation on derivatives (EUR 150.7 million) 

 
In June 2020, Crelan decided to offset between the market value of specific derivatives and business 
securities in cash as permitted by IAS 32. The objective van this standard is to determine bases for the 
presentation of financial instrument such as liabilities or equity and for offsetting financial assets and 
liabilities.  
 
As on 31 December 2020, the impact of offsetting on Other loans was a decrease of EUR -745.9 million. 
 
Since 30 September 2020, Crelan participated in the TLTRO of the ECT for EUR 400 million (see item 
"4.11.5. Targeted longer-term refinancing operations (TLTRO) loans This results in an increase of the 
enhancement debt securities with EUR 396.5 million.  
 
When compared to the previous year and also since 30 September 2020, one security has been pledged to 
ensure we can still make payments in the extremely seldom case that there are problems with the ICM 
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system that we use for our transactions. This also results in an increase of these encumbered debt securities 
by EUR 61.6 million. 
 
The table below provides an overview of the encumbered assets and related liabilities: 
 

 
 

 
 
The other liabilities have not been included on the balance sheet because this concerns conditional liabilities 
in relation to monetary reserves and securities that have been given to the National Bank of Belgium as 
security. 
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5. Notes regarding the income statement 
 

5.1. Interest income and interest charges 
 
The breakdown of the interest income and charges as on 31 December 2020 and 2019 is shown in the table 
below: 
 

 
 
During 2020, Crelan has adjusted the presentation of the interest received and charges in relation to current 
hedging instruments for both 2020 and 2019. The charges and revenue in relation to these instruments are 
now presented on the same lines as the hedged assets and liabilities. This amendment better reflects the 
earned interest revenue and charges of the assets and liabilities in hedging relationships. This amendment 
does not have an impact on the net interest result. Both the interest received and the interest charges of 
2020 and 2019 decreased due to this by EUR 104.9 million and EUR 105.7 million, respectively. 
 
Despite a difficult 2019, the Group still managed to use the decrease of the interest rates to reduce its 
interest charges as well as generate a net interest received of EUR 273.6 million. On a consolidated level, 
the increase of the net interest return can be ascribed to the fact that the decrease of the charges was greater 
than the decrease of the revenue. The Europabank NV subsidiary also experienced an increase of its interest 
income in 2019.  
 
This trend continued in 2020. The interest margin at Crelan further decreased. This decrease can be ascribed 
to the considerable increase of the deposits, which meant that the interest charges could not be lowered 
despite the decrease of the interest rates. As a result of this, this increase also led to a decrease of the loan-
to-deposit ratio. Due to the large influx of deposits, the bank could not convert them directly into credits, 
which had an impact on the net income from brokering.  
The Europabank NV subsidiary continues to benefit from its strong commercial margins and therefore its 
income has increased during the course of the accounting period from EUR 71.4 million to EUR 73.8 
million. 
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Thanks to Crelan's careful credit policy, the impact of the COVID-19 measures on the interest income 
remained limited. They amount to EUR 1.81 million at the end of 2020. Crelan received few requests for 
postponement payments and coronavirus guarantee claims. 
 
The following items had a significant positive effect on the interest income: 
 

 The effects of the tiering continued to be felt between January and October and softened the costs 
of surplus liquidity; and 

 On the other hand, the bank could also receive an attractive payment in exchange of encumbered 
assets thanks to the TLTRO III programme. 

 
The smaller decrease of the deposit costs can be ascribed to a combination of factors of which the most 
important ones are: (1) The fact that the expiring bank certificates and fixed-term accounts are not being 
extended by customers, but, instead, are transferred to deposit accounts and therefore they do not contribute 
towards the decrease of the costs in this category and (2) the strong increase of outstanding deposits that 
Crelan had to deal with since January. 
 
 

5.2. Income and charges from commissions and benefits  
 
The net income from commissions and fees were as follows on 31 December 2020 and 2019: 
 

 
 
The net income from commissions and benefits increased by EUR 2.7 million when compared with 2019. 
This can be explained due to the increase in the securities (EUR +5.1 million), the received management 
fees (EUR +3.1 million) and the commissions received from insurance companies (EUR +1.1 million). 
 
The securities and the received management fees have mainly been influenced by the "opportunistic" 
behaviour of investors during the market correction in March as well as by the renewed optimism and risk 
appetite after the revival in November. Commissions received for investment products (funds, notes, etc.) 
consist of two aspects: a production commission and a commission on the amount of the managed assets. 
While the first increased during the course of the year, the second one had to deal with a very sharp decrease 
after the market correction in March before slowly returning to the earlier level thanks to the revival at the 
end of the year and the influx of new investments that took place during the course of the year. 
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The increase of the commissions received from insurance companies are, moreover, the result of two 
elements: a received final settlement from Fidea and a strong increase of the life assurance production at 
our partner Allianz. 
 
The decrease of the payment services in 2020 can be ascribed directly to the consecutive lockdowns that 
took down during the course of the year. The decrease of the commercial and economic activity has 
contributed to an important degree to the decrease of card income. 
 
The fees paid to brokers, however, also increased what can be ascribed to the strong production of 
investment products (funds, notes, etc.) and the strong increase of deposits. 
In addition to the pressure on the interest income, the strong increase of savings has also led to a greater 
than normal increase of the commissions linked to the deposits. 
 
 

5.3. Dividends 
 
The table below provides the details regarding the received dividends during the course of 2020 and 2019: 
 

 
 
The dividends received by the Group in 2020 decreased and consist of EUR 0.62 million from a participating 
interest in VISA Belgium and EUR 0.01 million from a participating interest in a fund. 
 
 

5.4. Realised gains and losses on financial assets and liabilities that are not measured at fair value in 
the profit and loss account 

 
The table below shows the mix of the realised gains and losses on financial assets and liabilities that are not 
measured at fair value via the income statement on 31 December 2020 and 2019: 
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The decrease in 2020 is the result of less income from the private equity portfolio when compared to 2019. 
 
The realised profits in relation to loans and receivables are linked to the revenue from the sale of amortised 
credit files to a collection agency. It mainly concerns amortised cash credits and repayment loans that were 
definitely no longer included on the balance sheet. These files are sold to a collection agency. 
 

 
5.5. Gains and losses on financial assets and liabilities held for commercial purposes 
 
The table below provides an overview of the gains and losses on financial assets and liabilities held for 
commercial purposes as on 31 December 2020 and 2019. 
 

 
 
As explained before, the Group does not have any assets of liabilities for commercial purposes. The only 
assets that are held for this purpose refer to derivatives that arise from the acquisition of Centea NV, but 
that could not be documented as hedging transactions. 
 
 

5.6. Gains and losses on financial assets and liabilities measured at fair value including the 
processing of value adjustments in the profit and loss account 

 

 
 
Gains and losses in relation to adjustments of the fair value continued to be marginal in 2020 and this can 
mainly be ascribed to participating interests in specific funds such as property certificates and SICAVs 
(société d'investissement à capital variable or investment company with variable capital) that fall in this 
category in accordance with IFRS 9. 
 
The amount that is included the table above for 2019 is different from the amount that was included in the 
previous annual statement (that is to say, for the 2019 accounting period). This can be ascribed to the fact 
that the activities of CRI were not consolidated at the level of the result statement in the previous year.  
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5.7. Gains and losses on the assets no longer to be included than for the sale of the held assets 
 
The table below provides an overview of the realised gains and losses in relation to not including assets any 
more that are no longer intended for selling:  
 

 
 
The 2020 profit mainly refers to the selling of a site in Gembloux. The included loss for this year refers to 
the transaction that took place at the Europabank NV subsidiary and is negligible. 
 
 

5.8. Other operating benefits and charges 
 
The operating benefits and charges can be detailed as follows as on 31 December 2020 and 2019: 
 

 
 
The evolution by EUR -3.27 million can be ascribed to a decrease by EUR -3.68 million of the other 
revenues. The explanation for this is that the bank has managed an exceptional clawback of EUR +2.14 
million in the 2019 accounting period in relation to the CEO fraud that occurred in 2016.  
 
The clawback of bad debt is not much lower than in 2019 (EUR -0.5 million). The recovery of costs on 
loans contributes by an additional EUR +0.65 million than in 2019. 
 
 

5.9. Administration costs 
 
5.9.1. Employee expenses 
 
At the end of December 2020, the Group had 2,734 employees when compared to 2,772 at the end of 2019.  
 
The staff costs decreased when compared to last year (EUR -0.92 million) in part due to the reduction of 
the number of FTEs, but mainly due to working from home becoming the norm within the bank. The bank 
introduced a strict policy to protect its employees and to limit the risk of infection at the workplace as much 
as possible. In addition to the well-known coronavirus measures (keeping a distance of 1.5 m between each 
workplace, reduction of the number of persons per meeting room, etc.), the bank also split the teams into 
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two groups (A and B); every group can only go to the main office in turn without obligation. All these 
measures have therefore contributed to a considerable reduction of travelling and catering expenses, etc. 
 
The total employee expenses can be broken down as follows: 
 

 
 
 
5.9.2. General and administrative expenses 
 
The general and administrative expenses can be detailed as follows: 
 

 
 
The "Deposit protection and resolution fund" item was removed from the table above and place in item 
5.9.3. "Contributing to the resolution funds and deposit guarantee schemes" in these annual financial 
statements. 
 
Based on the other items, the expenditure in 2020 decreased by EUR -6.14 million. Two sections are mainly 
responsible for this decrease: on the one hand, the marketing costs decreased during the course of 2020 due 
to cancellations of various events and, on the other hand, the other expenditure decreased. This last section 
is explained by the lower costs in relation to the takeover of the bank activities of AXA (2020: EUR 6.16 
million vs. 2019: EUR 6.67 million). 
 
Although the impact is not expressed in the IT expenditure (slight increase of EUR +0.25 million), Crelan 
managed to fill a considerable number of vacancies by recruiting new employees and therefore external 
consultants had to be used less and the costs could therefore be limited.  
 
To conclude, an increase of the trade income taxes (EUR +1.24 million) were determined. This is the result 
of the strong increase of the deposits that was observed during the course of 2020. This remark also applies 
within the context of the deposit guarantee scheme in the next section. 
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5.9.3. Contributions in cash to settlement funds and deposit guarantee schemes 
 

The contribution to settlement funds and deposit guarantee schemes can be detailed as follows: 
 

 
 
As within the framework of the bank branches (see the previous section), the increase of the deposits on 
the liability side has mechanically led to an increase of the amounts that were due and payable to the deposit 
guarantee scheme (EUR +0.53 million). 
 

 
5.10. Special impairments 
 
Special impairments can be detailed as follows as on 31 December 2020 and 2019: 
 

 
 
Due to the introduction of IFRS 9, impairments are not only determined in accordance with a new 
impairment model, but impairments are also recorded based on several types of receivables. Specifically, 
this refers to credits at credit institutions, titles in the investment portfolio and off-balance sheet liabilities 
(permissible credit lines and approved applications). The effect of these extra products on the result amounts 
to EUR 1.1 million in 2020 and is included in the provisions. In 2020, no impairments were entered on non-
investments and long-term receivables such as tangible and intangible assets. 
 
During the 2020 accounting period, the Group increased the impairment for a consolidated about of EUR 
17.8 million. Crelan NV, namely, increased its impairments by EUR 5.2 million (when compared to a 
reversal of EUR 8.9 million in 2019) while Europabank made its provisions increase by EUR 12.6 million 
(when compared to EUR 7.7 million in 2019). 
 
For the evolution of the impairment, refer to 7.2.1 
Detailed information about the impairment of financial assets was already discussed in notes 4.3. and 4.4. 
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5.11. Income taxes 
 
The table below gives a breakdown of the current and accumulated tax allocations: 
 

 
 
The information with regard to the deferred taxes is included in explanatory note 4.7. that is already 
processed in the income statement. 
 
The taxable profit comprises the expenditure that is not deductible from a taxation perspective as well as 
profits regarding which income tax is not levied. 
 
The following table shows the relationship between the statutory taxes and the effective taxes on income: 
 

 
 
The tax rate is based on the Belgian legal tax rate that has been lowered to 25% as from the 2021 taxation 
year with regard to an accounting period that starts on 1 January 2020 at the earliest. The effective tax rate 
is 21.31%, which represents a slight increase when compared with last year. 
 
This increase of the effective tax rate is mainly the result of the increase of the taxed provisions (see the 
"Taxation consequences of the movements of provisions or reserves" line). 
 
Received dividends were not fully deducted from the result of the year and part of the stock regarding 
Definitive Taxed Income could also be allocated (see the "Taxation consequences of the use of tax assets 
previously not included" line). 
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5.12. Benefit for the member of the board of directors 
 
The table below shows the benefits for the board of auditors of the Group for the accounting period: 
 

 
 
The services provided by EY were approved by the Audit Committee. 
 
 

5.13. Information provision about linked parties 
 
The associated parties of the Group include the members of the Board of Directors (incl. the members of 
the Management Committee) and the businesses associated to the Group. Since the takeover of the shares 
by the Belgian shareholders in 2015 (see explanatory note 2.4.), there are no enterprises linked to the Group 
anymore. 
 
Crelan has an outstanding amount of EUR 2.4 million in loans and receivables to members of the Board of 
Directors and the Management Committee as from the end of 2020. They are safeguarded by EUR 0.9 
million in loan liabilities, financial guarantees and other commitments. All transactions with associated 
parties took place in line with market conditions. 
 
The following benefits were paid out to members of the Board of Directors in 2020 and 2019: 
 

 
 
The remuneration policy is implemented in line with the regulations of the Belgian Financial Services and 
Markets Authority (FSMA). 
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6. Notes regarding the off-balance sheet 
 
The table below provides information about the off-balance sheet liabilities of the Group as on 31 
December 2020 and 2019: 
 

 
 
The allocated liabilities from loans refer to credit lines granted to customers that have not (yet) been 
included. The received liabilities from loans are the not (yet) included credit lines that the Group keeps 
when compared with other financial counterparties and that can be used within the framework of a shortage 
of liquidities. 
 
The received financial guarantees and received securities serve as guarantees for customer liabilities within 
the framework of allocating loans. The largest part concerns the received mortgages. The allocated guarantee 
mainly consists of security deposits that have been paid under the Credit Support Annex (CSA) or the ISDA 
documentation about derivatives (see the notes in 4.4.). 
 
The strong increase of the granted guarantees in 2020 when compared to 2019 can be ascribed to the 
TLTRO III programme in which the bank has participated. 
 
Liabilities in relation to any counterparty within the framework of financial leasing refer to purchase 
liabilities in relation to suppliers. The liabilities of another counterparty within the framework of a financial 
lease refer to purchase options for customers. 
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7. Risk management 
 
The Crelan Group is subject to various risks and, in particular, the credit risk, operational risk, market 
exposure and liquidity risk. Market exposure comprises the interest rate risk, the spread risk and the currency 
risk. 
 
The risk management procedures of the Group focus on identifying, measuring and managing these risks. 
 
A discussion of the risk management organisation and the various types of risks that the Group is subjected 
to is discussed in this chapter. 
 
 

7.1. General organisation within the Group 
 
In general, the various business lines within the bank manage their risks. Risk Management forms the 
second-line of defence of the bank. The role of Risk Management is to ensure the identification, 
measurement and management of the risks runs correctly. 
 
Risk Management performs its activities independently and reports directly to the Chief Risk Officer (CRO) 
who is part of the Management Committee. 
 
The main activities of Risk Management consist of: 
 

 Calculating and following up the solvency ratios (equity and RWA). 

 Drawing up a Capital Planning. 

 Defining a Risk strategy. 

 Drawing up specific official reports (ICAAP, COREP, ILAAP, Recovery Plan, RACI, etc.). 

 Performing and calculating the impact of specific stress tests. 

 Developing and validating internally credit score models including the models that were developed 
within the framework of IFRS 9. 

 Providing advice with regard to credit applications of which the decision is the responsibility of the 
Management Committee. 

 Monitoring evolutions in the area of credit risk, financial risk, operational risk and operational risk 
based on internal score cards. 

 The implementation of the Solvency II requirements within Crelan Insurance NV. 
 

 

7.1.1.  The risk committees 
 

Risk Management already has had various risk committees for many years: 
 
The Coméri Committee is in charge of the internal models that are used in the operational decision-making 
processes and when calculating the capital requirements. All modelling and validation aspects are submitted 
to the committed and decided upon within this committee. 
 
The CredRisk committee is in charge of the credit risk and is mainly involved in the credit acceptance policy 
of the bank, monitoring improvements regarding risk management, score cards and implementation of 
limits. 
 
The FinRisk committee discusses the financial risk of the bank, the interest rate risk and liquidity risk. It is 
also in charge of the implementation of specific financial limits. It also validates the financial policy and the 
methodology choices that are proposed by the business lines. 
The OpRisk committee is in charge of operational risks and the permanent audit. It follows the evolution 
in relation to incidents and validates the policy regarding operational risks. 
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The IT Risk committee is busy on the security of the IT systems. 
 
The FilRisk committee follows the risks with regard to subsidiary Europabank NV. 
 
In 2015, the Risk Commission was set up within the framework of the new legislation regarding banks. This 
committee has 4 members of the Board of Directors of which 2 independent directors. Its role and 
responsibilities were described in a charter. 
 
 
7.1.2.  Basel 
 
The bank has developed and implemented a series of measures related to risk management that are in 
accordance with the internal ratings-based (IRB) regulations with regard to equity. A rating is allocated to 
each debtor and each transaction. These parameters are used to measure the internal capital adequacy 
assessment process (ICAAP) requirements in relation to the risks to which the bank is subjected, both under 
normal conditions and in economically unfavourable periods (stress). 
 
This rating system is also used for managing the operational risk of credits and for implementing the current 
policy with regard to the credit risk. 
 
The results of the rating system are regularly audited and validated once a year. 
 
The following table provides a historical overview of the reporting method with regard to the Basel 
standards for each entity within the Crelan Group: 
 

 
 

 

7.2. Credit risk 
 
The credit risk is the risk that one of the parties involved in a transaction is in default before the definitive 
settlement of the cash flows related to the transaction. The Group is subject to credit risk as a result of 
granting loans and advances and maintaining an investment portfolio. The main cause of this risk type is 
that the counterparty continues not to make payments. 
 
The credit risk is the main risk by far to which the Group is exposed and it is closely monitored by the 
competent committee within each entity (see item "7.1.1. The risk committees"). The credit risk, moreover, 
is reported on in detail each quarter. Via the CRO of Crelan NV, the reports of the aforementioned are 
submitted and discussed in the Management Committee. 
 
Only the credit risk on the loans and receivables and the investment portfolio is discussed in this section. 
For information with regard to the credit risk of the reinsurance assets, refer to the notes in 7.6.3. 
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7.2.1. Controlling the credit risk 
 
7.2.1.1. Loans and receivables 

 
The credit risk as a result of granting loans and advances is actively managed by every entity of the Group 
while using information system adjusted to the entity and applying measurement at fair value methods of 
the counterparties. Before a credit is granted, the application is subjected to an in-depth investigation of the 
counterparty, the project to be financed and the structure of the set up transaction. The analysis is performed 
based on a formally determined decision system. The credit decision is, to conclude, taken by the competent 
persons at the competent level within the business lines. 
 
The Group annually invests in IT of real time quality data coming from internal and external data sources 
for the monitoring of loans (credits). This information forms the basis for the format of the score cards to 
monitor the credit activity as well as the allocation to the various risk monitoring systems. 
 
The credit risk is controlled in various ways within the Group. Each operational entity is responsible for the 
allocation of ratings and the monitoring of the credit risk of its own customers. The various entities of the 
Group therefore operate in fully different segments and niches of the market. Important risks, however, are 
reported to the Management Committee through the competent credit risk committees. If required, the 
Risk Management of the Group can impose additional limits and adjust existing risks. 
 
The Crelan Group has decided to keep its subsidiary Europabank NV in the STA standardised approach 
(STA) method (Standardised approach) on a prescribed level because of the specific nature of its risks and 
the monitoring thereof. Only the retail perimeter of Crelan NV will be monitored using the IRBA (IRB 
Advanced) approach.  
 
The ratings are calculated in the Credit department when a credit is applied for. They are also kept up-to-
date based on the events during the maturity of the credit and based on the typology of the risks. 
 
As from 13 March 2019, the National Bank of Belgium (NBB) has given Crelan permission to process apart 
of the ex-Centea credits in accordance with the IRB method (roll-out plan). Crelan has developed specific 
models for this to manage the credit risk on this portfolio purchased in 2013 that was initially processed in 
accordance with the standard method. These models were inspected by the NBB during the course of 2018 
where the attention mainly fell on their performance level. 
The switch to IRB for this part of the former Centea loans was carried out by Crelan for the calculation of 
the equity as from the situation on 31 March 2019. 
 
The last phase of the roll-out plan was completed in 2020 with the development of a specific model for 
loans to ex-Centea self-employed persons. In December, an authorisation request was submitted to the 
NBB for a calculation of the capital requirements in accordance with the advanced method on this part of 
the portfolio. This request also comprises the approval of improvements to other models, in particular, due 
to the recommendations of the NBB mission in 2018. Decisions are being expected during the course of 
2021. 
 
In 2020, Crelan also implemented changes to the processes and the IT system that is in charge of the 
administration of the default in order to comply with the requirements of the EBA guidelines that are 
coming into force on 1 January 2021. 
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We can currently segment the credit activity of the Crelan Group in various asset classes: 
 

 Europabank NV mainly invests in consumer credit and mortgages and government debt. 

 Crelan NV mainly invests in loans to private customers including mainly mortgages but also credits 
to framers and small enterprises. 

 
Each entity has specific operational subdepartments with their own professionals and instruments for risk 
management. Within Crelan NV, rating systems are used for the market of farmers and horticulturists and 
the market for small businesses and self-employed persons as well as a credit scoring system for consumer 
credit. 
 
The outstanding credit (loans) are constantly monitored and classified in accordance with their degree of 
risk while taking events that have an impact on the credit quality into account. Standard monitoring was 
integrated into the information systems of loans that ensures there is automatic sending of reminders when 
there are arrears. The qualitative indicators are also monitored by using suppliers of business data. All entities 
of the Group also apply risk-reducing techniques of which the one most frequently used is having guarantees 
(i.e., securities). The main guarantees when approving loans and advances are immovable property, movable 
property and financial assets. For the securities, clear assessment standards were defined that take the legal 
aspects of the guarantee into account and the economic characteristics of the encumbered property. The 
concurrence between the other creditors to determine the recovery value is also taken into account. 
 
When it is likely that the counterparty will not be able to comply with its obligations, an individual 
impairment will be recorded. This is subsequently monitored individually in order to keep the risk at an 
acceptable level and to try and recover the amounts in arrears by agreement. If this is not possible, the loans 
are passed onto the Legal Affairs department as are disputes for the action to recover guarantees.  
 
The impairment on loans is determined based on models linked to historic loss data as well as linked to the 
professional opinion of the experts who are part of the impairment committee. As prescribed by the IFRS 
9 standard, the impairment also takes the expected economic situation of the coming years into account. 
The following macroeconomic indicators, for example, serve as input for the models: 
 

 GDP (gross domestic product) growth in Belgium; 

 The unemployment percentage in Belgium; 

 The evolution of property prices in Belgium. 
 
For each parameter, 3 scenarios are used. A basic scenario, a positive scenario and a negative scenario. On 
31 December 2020, the following parameters and weights were allocated: 
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The sensitivity of the choice of the allocated weights to each scenario is shown in the table below: 
 

 
 
As you give more weight to the positive and/or negative scenarios, this may have an impact of between 
+2.2% and -2.7% when compared to the currently started impairments. 
 
COVID-19 measures 
As from the beginning of the coronavirus crisis in March 2020, specific actions were undertaken to 
strengthen the measurement and monitoring of risks in the credit portfolio. They were defined in a two-
monthly memorandum that was shared with the senior management of the bank and discussed with the 
NBB: 
 

• The risk monitoring indicators were issued and their reporting frequency was increased. 
• The IT system was adjusted for the management of government measures that specifically apply to 

Crelan (moratoriums and short-term loans).  
• Portfolio reviews ensured we could identify customers and sectors that have been damaged by the 

crisis from amongst which, the most important risks were assessed by the Credit Commission. In 
the case of a significant increase of the risk, the loans were transferred to phase 2 with an increased 
provisioning based on the unchanged rules of IFRS9 system. 

• The IFRS9 model was regularly updated to include the expected changes in macro-economic 
scenarios. 

• Stress tests were performed on the portfolio to estimate the impact of the coronavirus on 
commissions and fees and RWA. 

 
The following tables provide an overview for the Crelan Group of the exposure at default (EAD), risk 
weighted assets (RWA) and average risk weight (RW) as a percentage for 31 December 2020 and 31 
December 2019 in accordance with the reporting within the framework of the Basel standards: the RWA 
and average RW are based on the reported figures in Corep table 7 (i.e., standard approach), table 8 (i.e., 
internal listing approach) and table 12 (i.e., securitisation based on a standard approach). Table 8 does not 
take the 5% add-on into account in accordance with the guideline of the NBB that is imposed by the Belgian 
supervisor on Belgian banks that report Belgian mortgages in accordance with the IRB method. Moreover, 
an additional 33% of the RWA on Belgian mortgages must be taken into account in accordance with the 
IRB method since 30 June 2018. No account is taken in table 8 of factors that are imposed specifically by 
the Belgian supervisor in accordance with the guideline of the NBB with regard to the RWA in healthy 
turnover that is reported by Crelan NV in accordance with the IRB method. These additional prudent 
measures are reported separately in table 2 of the COREP in the "Other Risk Exposure Amounts" section. 
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The table below provides an overview of the evolution for "Other Risk Exposure Amounts". These 
amounted to EUR 1,104 million in total on 31 December 2020 versus EUR 1,040 million on 31 December 
2019. This is an increase of EUR 64 million and can be mainly ascribed to the increase of the outstanding 
mortgages. 
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On 31 December 2020, the average risk weight of the exposures that are reported under the standard 
approach was 21.9%. This is a decrease when compared with the average risk weight of 26.1% on 31 
December 2019. The total exposure of EAD under the standard approach has increased by approximately 
EUR 1 billion when compared to the previous year. This increase mainly comes from the cash that is placed 
with central bank. This is weighted at 0% and therefore explains the decrease of the total average risk weight 
in the standard approach. 
 
The following tables provide an overview of the EAD, RWA and average risk weight per counterparty type 
that are reported in accordance with the standard approach for 31 December 2020 and 31 December 2019 
respectively: 
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The average risk weight of the exposures reported under the IRB approach decreased from 12.2% on 31 
December 2019 to 11.9% on 31 December 2020. 
 
The table below indicates the share of each credit scoring model in the evolution of the risk weight for the 
period 31 December 2019 to 31 December 2020. 
 

 
 
A decrease in risk weight is noticeable in relation to each credit scoring model except in relation to self-
employed persons and the homogeneous groups of risks. This last issue is composed of starting self-
employed persons for whom there is no individual rating as yet, counterparties with arrears of at least 90 
days and counterparties regarding whom credit was cancelled.   
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The following tables provide an overview of the EAD, RWA and average risk weight per counterparty type 
that are reported in accordance with the IRB approach for 31 December 2020 and 31 December 2019, 
respectively: 
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The RWA on exposures of small- and medium-sized enterprises are calculated since 31 March 2019 based 
on LGD values coming from the internal models and therefore no longer with the regulatory imposed LGD 
values in the IRB Foundation approach.  
 
  



Crelan Group 

2020 Consolidated Financial Statements 
___________________________________________________________________________________ 

94 

 

The total exposures and risk weighted assets within the Crelan Group under the standard approach and the 
IRB approach are shown in the table below: 
 

 
 
To ensure the various risk classes and the various segments can be compared, the Crelan Group uses a 
master scale. Via this master scale, the portfolio can be compared with international standards. 
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A distribution of the credit portfolio is shown in the table below in terms of the EAD and risk-weighted 
assets while using various used risk classes in accordance with the master scale. This only concerns the retail 
segment of Crelan NV that is reported in accordance with the IRB method.  
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The above table shows that the gross exposure that is reported under the IRB approach has increased from 
a level of EUR 15.2 billion on 31 December 2019 to a level of EUR 16.2 billion on 31 December 2020. The 
increase of the exposure can mainly be ascribed to the increased production of mortgages in 2020. The risk 
weighted assets have therefore increased from EUR 1.85 billion on 31 December 2019 to EUR 1.93 billion 
on 31 December 2020. The weighted average risk weight of the exposures decreased from a level of 12.2% 
on 31 December 2019 to a level of 11.9% on 31 December 2020.  
 
When the master scale is translated into an equivalent external rating, we get the following subdivision of 
the EAD in accordance with the rating: 
 

 
 
 
Of these exposures that are reported under the IRB approach on 31 December 2020, 81.3% is therefore of 
investment grade quality (when compared with 81.2% on 31 December 2019), 17.5 % is speculative grade 
(the same as on 31 December 2019) and 1.1% is in default (when compared with 1.3% on 31 December 
2019). The definition of default matches that of the Basel regulations and, in particular, arrears in payments 
of at least 90 days.  
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The rating is calculated in relation to each new loan application or during the regular reviews of the portfolio 
as described above. It acts and a decision-supporting instrument for the determination of, for example, the 
interest rate and guarantee conditions. The procedures of the credit decision process are adjusted in stages 
in such a way that the requested guarantees match the rating of the relevant client.  
 
The graph below provides an overview of 31 December 2020 when compared with 31 December 2019 of 
the distribution of the retail portfolio of Crelan NV per master scale rating: 
 

 
 
F/Z refers to loans in default (F) and cancelled loans (Z).  
 
The following table provides an overview per master scale rating of the EAD, the amount on the balance 
sheet, the amount off the balance sheet, the average credit conversion factor (CCF %) that is applied to the 
undrawn part of a loan and the EAD weighted loss given default (LGD) percentage: 
 

 
 
The average applied CCF percentage on 31 December 2020 amounts to 101.3% and is therefore basically 
equal to the average CCF applied on 31 December 2019, which amounted to 101.7%. The EAD weighted 
average LGD percentage on 31 December 2020 amounts to 17.1% and is therefore lower than the EAD 
weighted average LGD percentage on 31 December 2019 (16.8%). 
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Europabank NV:  
 
The exposures of Europabank NV are reported within the framework of the Basel regulations in accordance 
with the standard approach. The average risk weight (RW) gives an indication of the quality of the underlying 
assets. The higher this risk weight, the higher the risk of the exposures. The following tables provide an 
overview of the EAD, RWA and risk weights per counterparty type: 
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The average risk weight on 31 December 2020 amounts to 39.0% and is lower than the one on 31 December 
2019 (41.3%). The credit quality of the credit portfolio at Europabank NV is therefore generally slightly 
better than that of last year. 
 

Statement of loans & receivables within the Crelan Group: 
 
The tables below show the breakdown on 31 December 2020 and 31 December 2019 of the consolidated 
portfolio of loans and receivables with a healthy turnover, loans and receivables that have already matured 
but that are not (yet) the object of a special impairment and loans and receivables regarding which a special 
impairment was recorded. 
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The loans with a healthy turnover can be detailed as follows: 
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The loans with payment arrears regarding which no individual impairment has (yet) been recorded can be 
detailed as follows as on 31 December 2020 and 2019: 
 

 
 

 
 
When IFRS 9 started to be used (at the beginning of 2018), the existing incurred but not reported (IBNR) 
provision was replaced by the calculated provisions for loans under stages 1 and 2. As determined in IFRS 
9, both this retraction and this deposit have been recorded via the equity. 
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The table below provides the details for the loans and receivables regarding which a special impairment 
(Stage 3) was recorded: 
 
 

 
 

  
 
 

Special impairment is recorded when there are objective indications that the client can no longer meet his 
or her payment obligations. The following is, for example, meant with objective indications: arrears and 
starting bankruptcy proceedings. The special impairment shows the loss that the Group expects to suffer. 
This amount is determined as being the maximum credit risk of the client reduced by the fair value of the 
received provisions of security and other credit improvements. 
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If a counterparty continues to be in default after repeated attempts of the Group to come to a friendly 
arrangement, the received securities and guarantees will be enforced. When all normal efforts to recover the 
claim have been used, the outstanding balance will be amortised. 
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The table below shows the changes of the impairment: 
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7.2.1.2. Investment portfolio 

 
The credit quality of the investment securities is monitored based on an internal rating that is a reflection 
of the external rating of the known credit rating agencies. A minimum internal rating of 3B (corresponding 
to BBB at Fitch and S&P and Baa2 at Moody’s) is imposed for investments in the financial portfolio. 
Securities with a lower rating are only bought based on an express and specific decision of the Management 
Committee. If a security is listed under the 3B level as a result of a downgrade, a decision regarding the 
retention or the sale of the relevant security is required. The securities without a rating mainly concern funds 
and financial fixed assets. 
 

 
 
In 2020, the global turnover of the portfolio decreased by EUR 194 million to EUR 1.02 billion. In 2020, 
limited purchases were made because of the low interest rate environment. The quality of the investment 
portfolio remains very high provided that it includes 82% in securities with a rating of at least 2A when 
compared to 81.2% at the end of 2019. 
 
The share of government bonds in the portfolio rose from 71.1% in 2019 to 73% of the total portfolio. Of 
the total portfolio of government bonds, an amount of EUR 426 million was invested in Belgian 
government bonds, EUR 73 million in Austrian government bonds, EUR 71 million in French government 
bonds, EUR 87 million in Finnish government bonds, EUR 53 million in Dutch government bonds and, to 
conclude, EUR 28 million in Spanish government bonds. The remaining amount was invested in Belgian 
regional authorities. 
 
The Crelan Group grafted its investment policy on the asset classes that are eligible as liquid assets within 
the framework of the Basel III regulations. Except for bonds and debentures issued by governments and 
supranational institutions, as a consequence, only the covered bonds and corporate bonds are considered. 
The volume in covered bonds amounts to EUR 67.2 million and this is EUR 113 million for the corporate 
bonds. To conclude, we had an amount of EUR 94 million in the financial sector. They are mainly financial 
vehicles set up by enterprises and, to a lesser extent, direct investments in financial institutions. 
 
The geographic distribution of the total portfolio is shown in the following table: 
 

 
  
For the control of the credit risk from investment activities, uniform limits per product group and per 
counterparty were set up for each entity and at the level of the Group. The limits on professional 
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counterparties and banks are monitors in the back office of the trading room. The limits and ratings of 
counterparties and the allocation are permanently audited by the back office. Should there be any limit 
excesses, reports are submitted to management and the Risk Management department. 
The pre-settlement counterparty and settlement risk remain limited since all these activities are settled with 
other financial institutions. The supervision on the item settlement credit risk is monitored daily based on 
the provisions contained in the investment policy of the Group. 
 
An impairment must be recorded in accordance with the criteria defined in IFRS 9. An impairment will not 
be recorded for the securities measured at fair value through the processing of value adjustments in the 
profit and loss account. 
For equity instruments, a durable or significant value decrease of the relevant title forms an objective 
indication. 
For debt certificates classified under amortised cost of at fair value via OCI, impairment is recorded in 
accordance with the expected loss model. 
 
For the equity instruments, the Crelan Group uses quantitative factors as an indicator of possible 
impairment. This mainly concerns a value decrease of at least 30% during a period of 6 consecutive months. 
Factors such as financial difficulties of the issuer, forecasts in the short term, etc. are also taken into account. 
In addition to the aforementioned criteria, an impairment is applied in relation to a value decrease of more 
than 50% or during a period of at least 3 years. 
 
For debt securities classed as amortised cost price or measured at a fair value through OCI, the following 
diagram clarifies the process that forms the basis for the calculation: 
 

 
 
The calculation of the 12 monthly expected loss is the product of the following values: 

 If the decision was taken to apply a Fair Value through Other Comprehensive Income (FVOCI) 
processing: EAD = Exposure at default; market value of the asset increased by the gross coupon 

 If the decision was taken to process in AC= Book value increased with accrued interests calculated 
based on the actuarial return 

 LGD = Loss given default 

 Estimated PD 12 months (EPD12) = Estimation of the probability of default in 12 months. 
 
The calculation of the expected loss over the life span of the investment must be calculated as the difference 
between the updated value of the contractual cash flow and the updated value of the expected cash flows. 
Based on the credit quality, the interest income on a gross or net basis must be used. The final result is 
obtained by calculating the updated expected loss for every contractual cash flow based on LGD and 
estimated PD for the relevant period. 
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7.2.1.3. Derivatives 

 
To limit the risk when taking out derivatives, an ISDA Master Agreement and a CSA (Credit Support Annex) 
are entered into with every financial counterparty. These contracts, after all, determine that a netting may 
take place of all rights and liabilities that arise from the trade in derivatives with these counterparties in 
relation to bankruptcy. The risk is limited even more through the contractual liability to place cash collaterals 
in a negative net market value of the derivative portfolio.  
 
The application of IFRS 13 means that the risk that the counterparty or Crelan NV should not meet that 
counterparty’s liabilities must also be included in relation to the value determination of derivatives. This 
leads to the calculation of a Credit Valuation Adjustment (CVA) and a Debit Valuation Adjustment (DVA). 
The calculation takes place based on the replacement value of the derivatives and a potential increase thereof 
(add-on). The creditworthiness is determined based on quoted credit default swaps. The creditworthiness 
of Crelan NV is measured based on the CDS of entities in the market that are representative for Crelan NV. 
The measurement at fair value of the derivatives in IFRS must be adjusted using the results of the calculation 
in CVA/DVA. The impact on the result of the accounting period is EUR -49,385.14. 
 
In 2013, the Crelan Group decided to apply the new regulations related to derivatives toe as described in 
the European market infrastructure regulation (EMIR). This regulation has the aim to strengthen the 
legislative framework of the European Union for derivative transactions by improving the stability, 
transparency and efficiency of the derivative markets. It envisages to reduce the credit, liquidity and 
operational risks of the counterparties in relation to the clearing of OTC derivative transactions. Crelan NV 
joined a clearing member for the settlement of interest rate swaps within this framework. 
 
 
7.2.2. Maximum credit risk 
 
The table below shows the amount for each category of financial instruments that best shows the maximum 
credit risk to which the entity has been exposed on the balance sheet date without taking any guarantees, 
securities or other credit improvements into account. 
 
The maximum credit risk is the net book value reduced by the already included impairment losses related 
to the balance sheet items. For the not included credit lines, the maximum credit risk equals the not included 
amount and, for the bank guarantees, the amount of the guarantee. 
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The other loans and receivables mainly are related to the advances in the current account. 
 
To limit the credit risk, the Group receives specific securities or collaterals. For the loans and receivables in 
relation to customers (excluding consumer loans (credit) and advances in a current account), it mainly 
concerns mortgages, trading enterprises and agricultural privileges. 
In addition, the Group receives cash collaterals for the derivatives with a positive net market value. 
 
 
7.2.3. Risk concentration 
 
Within the framework of the management of the concentration risks, the policy of the various entities of 
the Group focus on the optimum determination and monitoring of individual and sector limits in order to 
meet the regulations that apply. 
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The table below gives a picture of the risk concentrations to which the Group is subjected on 31 December 
2020: 
 

 
 
The credit risk can mainly be found in Belgium since the loan granting activity of the Group is concentrated 
there.  
 
 

7.3. Market exposure 
 
The market exposure is the risk that the fair value of the future cash flows of a financial instrument will 
fluctuate as the result of adjustments in market prices. 
 
The market exposure can be found at 3 levels within the Group: 
 

1. The structural position of the balance sheet that is managed within the Asset and Liability Management 
(ALM interest rate risk) 

2. Other price risks in the portfolio of the bank 
3. The currency risk on balance sheet positions held in foreign currencies 
 
 
7.3.1. ALM interest rate risk 
 
The ALM interest rate risk is managed and monitored by the Financial Committee (FinCom) that meets on 
a monthly basis. The FinCom comprises members of the Management Committee and the Financial, Risk 
and Commercial departments. This committee issues the required mandates to financial management 
regarding the management of the interest rate and liquidity risk.  
 
A FinCom Group Committee was set up in 2009. The members of the Management Committee and the 
financial departments of Crelan NV and Europabank NV meet every quarter with the intention of 
optimising the financial intra-group relationships and determine a consolidated vision on financial risks. 
 
The Financial Committee discusses the following subjects: 
 

 The economic context 

 Liquidity risk 

 The interest rate risk (including the optional interest rate risk) 

 Monitoring of early repayments of mortgages 

 The financial portfolio 

 Hedging or investment mandates (followed by the allocated mandates and new proposals) 

 Limits 
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Financial Committee, in the first instance, discusses the adjustment of the main financial indicators (interest 
rate, stock markets and credit spreads) since the previous committee and the macroeconomic data from 
Europe, the USA and Asia. Subsequently, the interest rate forecasts are shortly discussed. 
 
The interest rate risk is the risk that the fair value of the future cash flows of a financial instrument will 
fluctuate as the result of adjustments in the market interest rate. 
 
The base instrument that is used by the bank is a "reversed cumulative gap" report with an overview of the 
respective average gaps per time interval that equals the difference between all fixed rate assets and all 
liabilities met a fixed interest rate. All interest rate-carrying assets and liabilities are classified chronologically 
in accordance with the remaining maturity until the month when the interest rate reaches the maturity day 
or until the month in which an interest rate review will take place. Surpluses or deficits per future period of 
fixed rate assets (fixed rate assets - liabilities with a fixed interest rate) are therefore determined and form 
the position of the non-discretionary interest rate risk of the bank. 
 
The interest rate sensitivity calculated by the "reversed cumulative gap" is supplemented by the interest rate 
sensitivity of the optional interest rate positions of the "cap" type for the calculation of interest rate risk 
limits. 
 
In view of the scope of the early repayments of mortgages that were observed between the end of 2014 and 
the end of 2016, the negative variations in case of interest rate stress tests (that the risk limits cannot be 
exceeded) have been based on outstanding mortgages that are themselves dependent on the simulated 
interest rate stress since 2016. 
 
This means that, in our "reversed cumulative gap" models, the interest rate fixed mortgage term will be 
extended in case of a strong interest rate increase stress: early repayments of mortgages with higher historic 
interest rates will have the tendency to decrease (less financial benefit for customers to take out a new 
mortgage to repay the old one early). This extension of our term models of the fixed interest rate term of 
assets when there is stress or a strong interest rate increase has a negative impact on the value of the bank 
(retention of assets for a fixed historic price that will often be lower than the price of the new production 
of this type of assets). 
 
This also means that, in our "reversed cumulative gap" models, the interest rate fixed mortgage term will be 
shortened in case of stress of decreasing rates: early repayments of mortgages with higher historic interest 
rates will have the tendency to increase (increased financial benefit for customers to take out a new mortgage 
to repay the old one). This reduction in our term models of the fixed interest rate term of assets when there 
is stress of sharp interest rate reductions has a negative impact on the value of the bank (faster outflow of 
assets for a fixed historic price that will often be higher than the price of the new production of this type of 
assets). 
 
The model (of which the parameters are annually reviewed) used for interest rate stress tests since 2016 
therefore tries to integrate the negative convexity of fixed rate mortgages in Belgium (payments in advance 
by the customer allowed without legal justification paid based on a 3 months interest rate to the bank): lower 
added value than a comparable bond portfolio in case of a decrease of the interest rate and less value, which 
is more detrimental than a comparable bond portfolio in case of an increase of the interest rates. 
 
The impact of the six interest rate curve shocks that have been made mandatory since 30 June 2019 by the 
EBA (including EUR + 2% and -2% with a linear EBA floor (-1% overnight to 0% on 20 years)) on the 
future annual interest income of the bank (including the optional interest rate positions) may not exceed 
specific limits. These limits (in millions) determined based on the equity and the net bank product are 
determined annually and approved by the Board of Directors. 
 
Financial derivatives are used for the management of the ALM interest rate risk. In addition to the options 
that have been bought on the market to hedge caps in mortgages with variable interest rates, the non-
optional interest rate risk can be hedged by means of interest rate swaps. 
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This is hedging because, if there is a change in the reference interest rate curve, the adjustment in the net 
cash value of the interest rate positions of the bank will be reduced due to a reverse adjustment of the net 
cash value of the hedging instrument. 
 
Crelan NV has compiled three portfolios of balance sheet assets and liabilities as hedged position on which 
the fair value hedging of the interest rate risk (portfolio hedge accounting) is applied using interest rate swap 
agreements. For all fair value hedging, the required efficiency tests are performed on each balance sheet date 
(see item 4.14.). 
 
The ALM determines the sensitivity regarding interest rate fluctuations only based on the Banking Book of 

the Group. The market exposure of the Trading portfolio monitored by using a Value at Risk (VaR) model. 
 
The interest rate risk analysis that follows and is required due to IFRS 7 is performed based on a maturity 
balance sheet of interest rate carrying assets and liabilities by analogy with the method of the fixed rate 
interest rate gaps with a maturity of 1 month over a time horizon of 12 months. Contrary of what ALM 
normally does, we must consider the following interest rate fluctuations regarding this: an immediate 
movement of the interest rate in relation to EUR +/- 1% for 12 months without the interest rates could be 
more negative than the EBA floor. 
 
The following elements are also taken into account in that calculation: 
 

 Expected early loan repayments in accordance with the used internal model. 

 Provided withdrawal of approved loans that have not yet been fully included. 

 Opportunity cost linked to the implementation of interest rate caps in case of interest rate increase in 
relation to loans with adjustable interest rate. 

 Adjustments of the IFRS remeasurements at fair value of the IRS no-hedge. 

 Fluctuations of the interest rates on savings deposit books that equal 70% of the simulated (limited to 
the EBA floor) market interest rate fluctuations with, moreover, a floor at 0% for the non-regulated 
savings deposit books (semi-sensitive current accounts) and for 0.11% for the regulated savings deposit 
books  

 
The remeasurement at fair value of the hedging interest rate swap agreements generates little impact on the 
result when the interest rate moves by EUR +/- 100 base points. The remeasurement at fair value of the 
hedged financial instruments, after all, generates a nearly identical, but opposite, variation (except in relation 
to inefficiency). 
 
Since the beginning of 2018 (coming into force of IFRS 9), the sensitivity of the equity in relation to interest 
rates has disappeared at Crelan and Europabank since the securities portfolio in relation to the assets are 
only of the Hold To Collect type. 
 
The table below shows the sensitivity of the gains and the equity of the Group (without Crelan Insurance 
NV) on 31 December 2020 and 31 December 2019 for the aforementioned described shift in the interest 
rate curve with +/- 100 base points. 
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7.3.2. Market exposure in the trading portfolio 
 
The Crelan Group does not have any positions in the trading portfolio. As a consequence, no market 
exposure is reported within the framework of the Bazel III standards.  
 
 
7.3.3. Market exposure in the non-trading portfolio 
 
The market exposure in the non-trading portfolio (including the retail portfolio) is monitored for all Crelan 
Group entities via a uniform methodology and comprises the following risks:  
 

 The interest rate risk is the risk that adjusts the value of a financial instrument as the result of 
adjustments in the market interest rates. The fixed rate gap forms the basis for determining the interest 
rate risk. 

 The "credit spread" risk on the portfolio that arises from adjustments in the creditworthiness of an 
issuer. 

 The option risk that originates from the options linked to mortgages with a variable interest rate with 
cap and the hedging of these by means of bought caps and swaptions. 

 Other risks in the form of investments in funds, private equity and private debt. 
 
The global risk is measured from a stress scenario approach. A specific stress is applied for each risk type 
within the global risk of the bank: 
 

 To determine the interest rate risk, the margin loss is calculated based on the fixed rate gap by referring 
to 6 different interest rate scenarios, namely: 
 

 A 2% parallel upward shock; 

 A 2% parallel downward shock; 

 A steepening of the interest rate curve (minus 1% of the short-term interest rate and plus 

2.5% of the long-term interest rate); 

 A flattening of the interest rate curve (plus 2.5% of the short-term interest rate and minus 

1.0% of the long-term interest rate); 

 An upward shock of 2% of the short-term interest rate; 

 A downward shock of 2% of the short-term interest rate. 

 

The interest rate scenario with the highest negative impact on the net current value of the bank is taken 
into account as interest rate risk. The option risk becomes similar to the interest rate risk followed by 
the calculation of the margin loss in relation to the aforementioned interest rate scenarios. 

 

 The "credit spread" risk on the portfolio is calculated based on a value at risk (VaR) methodology by 
means of a parametric VaR with a 99.5% reliability interval and for a time horizon of 3 months. 
 

 The market price of investments in funds with a capital guarantee is stressed by means of a 20% value 
decrease and a 30% value decrease for funds without a capital guarantee. Investments in private equity, 
private debt and property are stressed by means of a 50%, a 30% and a 10% value decrease, respectively. 

 
The thus calculated stress on the various risk types are added together to obtain a global stress. 
Diversification securities between risks amongst each other is therefore not taken into account.  
 
On the one hand, the impact on the equity of the bank is calculated of the various risks on the global 
portfolio of the bank in case of stress (including retail portfolio). On the other hand, a global stress is also 
applied where the impact is calculated on the current accounting period of the various risks on the global 
portfolio of the bank. 
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The graphs below show the evolution of the global stress for the Crelan Group for 31 December 2019 and 
31 December 2020: 
 

 
 
The global stress that calculates the impact on the equity amounts to EUR 124.4 million on 31 December 
2020. When compared with 31 December 2019, this is a decrease of EUR 24.1 million. The most significant 
risk in the global stress comes from the interest rate risk followed by the option risk.  
 
 

 
 
The global stress that calculates the impact on the annual result amounts to EUR 5.1 million on 31 
December 2020. When compared with 31 December 2019, this represents an increase of EUR 2.2 million. 
The largest part of this global stress comes from the interest rate risk.  
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The graph below also provides an overview of the minimum, maximum and average stress values, 
respectively, for the various risk factors that were determined during the course of 2020: 
 

 
 
Both global stress indicators are calculated and reported to the Financial Committee (FinCom) on a monthly 
basis. If the limits defined by management are exceeded, the FinCom must undertake the required actions 
to reduce this risk. 
 
 
7.3.4. Currency risk 
 
The currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate as 
the result of exchange rate adjustments. 
 
The currency risk within the Group is limited. Balance sheet positions in foreign currencies are immediately 
hedged with financing in the matching currency. The positions in foreign currencies of the balance sheet are, 
moreover, monitored and reported by the back office on a daily basis and the global position in a foreign 
currency may not exceed the limit defined by management. 
 
 

7.4. Liquidity risk 
 
The liquidity risk is the risk that a business will need to deal with difficulties to meet its financial liabilities.  
 
The Financial Committees (FinCom) monitor the day position as well as the monthly internal dynamic 
liquidity reporting in the liquidity statement. This ensures the liquidity requirements of the Bank can be 
measured in the short and medium term. 
 
These internal reports are discussed and monitored during the FinCom meeting together with the liquidity 
stress test ratios that are imposed by the regulations of the EBA (the liquidity coverage ratio (LCR) (horizon 
of 1 month) and the net stable funding ratio (NSFR) (1 year horizon)). Whether the liquidity limits are 
respected as imposed by the Board of Directors are also audited. 
 
The liquidity strategy of the Group has four important elements. 
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The first one concerns maintaining good relationships with investors through, for example, the daily 
presence on the monetary market.  
 
The second component concerns maintaining an adequate mix of financing sources. The Group has the aim 
of having a properly diversified “funding mix” in relation to the financial products of counterparties. Crelan 
has quite a broad funding for private customers that mainly consists of current accounts, savings back books, 
time deposits and savings bonds. Although these accounts are mainly short term or immediately repayable, 
they are regarded as a stable source of “funding” in view of the scope of the customer group. 
 
Extra monthly regulated reports regarding liquidities (Additional Liquidity Monitoring Metrics) that are in 
force since 30 April 2016 confirm this large number of depositaries since not one of the Crelan Group 
represents more than 1% of the total funding (table EBA C67.00). The only exception since 30 September 
2020 is the participating interest of EUR 400 million in the TLTRO (long-term financing) of the ECB. That 
TLTRO (extremely cheap) funding only boosts the liquidity of Crelan in view of the fact that it is guaranteed 
by securities that are eligible for the ECB that are usually also LCR level 1 securities should they have not 
been provided as a guarantee. 
 
The third element of the liquidity strategy of the Group is the retention of a broad portfolio of assets that 
can be traded and mobilised that are used to bring disruptions in the cash flow into equilibrium. The Group 
has relatively large portfolios with non-encumbered, tradable assets that can be easily converted into 
liquidities via repurchase agreements or via selling. Most of the tradable assets of the Group consists of 
securities that are accepted as a guarantee by the European Central Bank. 
 
Due to the low interest rates on EUR securities issued by European core counties (even lower than the 
deposit interest rate at the ECB for the securities with a short remaining term) and the historic low spreads 
for corporate bonds, reinvestments and bond purchases were limited in 2020. After a decrease by ± EUR 
384 million in 2019, the number of outstanding securities decreased by EUR 193 million in 2020. 
 
Globally, the available liquidity buffer (LCR liquidity buffer) increased in 2020 by EUR 665 million (EUR 
3.464 million on 31 December 2020 when compared to EUR 2.799 million on 31 December 2019). This 
increase is due to the growth of the current deposits of Crelan at the ECB by EUR 1.220 million, but is 
partly cancelled by the decrease of the portfolio of available high-quality liquid assets (HQLA) of Crelan 
(mainly level 1 for LCR). This decrease is in part related to not extended expiry dates of the assets of Crelan 
and in part related to the temporary loss of the available character of the HQLA securities in assets that are 
used as surety within the framework of the participation of Crelan in the TLTRO (LT financing of the ECB) 
for EUR 400 million as from 30 September 2020. 
 
The main reason for the increase of the liquidity buffer LCR in 2020 is the increase of customer deposits  
(EUR +1.45 billion) that was greater than that of the loans (excluding deposited cash guarantees at LCH) 
(EUR +0.85 billion) 
 
The fourth element is the importance that is given to measuring the liquidity risk and not just in the short 
term (on a daily basis), but also on a monthly basis with a horizon of up to 24 months via a dynamic process 
so that also the budgeted future balance sheet developments are financed while retaining the future level of 
liquidity indicators within legal or internal limits.  
 
The considerable increase in 2020 of our available liquidity buffers (+24%) is only partially visible in the 
increase of the LCR (liquidity in a month under stress) between 31 December 2019 and 31 December 2020. 
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This is because the increase by EUR 277 million of the net LCR outflows can mainly be ascribed to: 
 

 The prescribed LCR outflows (1 month) on customer deposits with a remaining maturity shorter 
than one month that rose by EUR 1.8 billion (of which EUR 1.6 billion for retail) during 31 
December 2019 and 31 December 2020 before multiplication by the outflow-weighting (between 
5% and 20% for retail customers, 40% for corporate and public customers and 100% for financial 
customers). 

 

 The increase of the prescribed LCR outflows (1 month) in relation to the pipeline loans by EUR 48 
million. This results due to the increase by EUR 206 million of the pipeline loans (buffer in relation 
of parts of the allocated loans still to be obtained) multiplied by the modelled percentage that would 
have been obtained during the month that follows. 

 
The evolutions during the year of this consolidated LCR can be summarised as follows: 
 

 
 
The timing and financing sources of our financial liabilities are shown based on the analysis of the 
remaining maturity below:  
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This maturity day calendar of our liabilities comprises the current accounts (incl. non-regulated savings 
deposit books) and regulated savings deposit books. These represent 25% and 65% of the liabilities, 
respectively, on 31 December 2020 instead of 22% and 66%, respectively, on 31 December 2019. The 
considerable growth of the Non-maturity Deposits (partially due to a lack of renewal of the matured deposits 
by a term in view of the extremely low interest rate level) was proportionally even stronger in relation to 
current accounts than in relation to savings deposit books. 
 
The table above, that has been drawn up in accordance with the requirements of IFRS 7, positions current 
accounts and regulated saving accounts in the <= 1 month bucket. In practice, the observed balances of 
repayments on current accounts and regulated books will deviate from these theoretical repayment dates. 
Both in relation to the EBA methodology for liquidity ratios (LCR and NSFR) and in relation to the 
methodology used for internal reports, a more realistic assessment is mad of the repayment dates. 
 
In the table above (within the interbanking liabilities), the EUR 400 million TLTRO funding appears at the 
ECB in the 2 to 5 year bucket. This funding started on 30 September 2020 and theoretically lasts 3 years if 
Crelan does not repay earlier (which is possible after 1 year). 
 
To conclude, the liquidity structure of our assets has been further elaborated in the maturity day balance 
sheet below:  
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The CSA Deposits deposited with London Clearing House (EUR 737 million and EUR 852 million, 
respectively, on 31 December 2019 and 31 December 2020) can be found at the "Other loans allowed for 
customers " since LCH is not a credit institution. Since they are not liquid, you can find them in the table 
above with a maturity horizon > 10 years. 
 
The portfolio (EUR 509 million) of ECB securities that are eligible that can be mobilised at any time and the 
interbanking receivables at the NBB (± EUR 2.8 billion on top of the mandatory monetary reserve) formed 
our liquidity reserve on 31 December 2020 to, namely, settle possible withdrawals of deposits. 
 
The Group, moreover, has guarantees if required for the issue of bonds and debentures of the covered bond 
type with 51% of the assets of the Group consisting of mortgages on 31 December 2020. In accordance 
with the provisions of Belgian Law regarding covered bonds, the Group could issue this type of covered 
bonds up to 8% of the total balance sheet (that is to say ± EUR 1.8 billion for Crelan). 
 
 

7.5. Operational risk 
 
The operational risk (OR) concerns the risk of losses or costs as the result of the failure of internal processes, 
people, systems or events caused by external factors. 
 
The Operational Risk Management (ORM) department manages a specific perimeter that is driven by the 
OpRisk Committee by using quarterly reports. 
 
The management of the operational risks is based on: 
 

1. An OR strategy that is reviewed each year and a set of standards including the OR policy where it 
is specified what the risk tolerance and warning limits are; 

2. A process of Risk & Monitoring Self-Assessment (RMSA) by the owners of the most important 
key activities of the bank in the form of mapping risks; 

3. The online reporting of incidents by the correspondent banks in a decentralised application as well 
as their assessment, monitoring and reporting by ORM to the OpRisk committee; 

4. Key Operational Risk Indicators (KORI) based on the permanent audits realised within the 
business lines and supplied by the ORM correspondent banks. 

5. The monitoring by ORM of the remediation plans of the underlying permanent audits of the 
business lines for the greatest risks, most important incidents and indicators with insufficient result.
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7.5.1. Map 
 
The multi-risk mapping of the Enterprise Risk Management (ERM) type was delivered in February 2017 by 
a specialised firm and was then adjusted by ORM and transferred in 2018 to a newly integrated application. 
As on 31 December 2020, only one action plan was open of the 62 risks that were deemed significant after 
identifying the ERM. 
In 2019, a new exercise was started to identify and monitor the risks in the form of the RMSA targeting 
operational risks by using a new specific application, which will mean that the management's responsibility 
for the first line in relation to the management of its risks will gradually increase. 
 
 
7.5.2. Incidents 
 
The incidents are reported via a network of ORM correspondent banks via a specific application. The cost 
of the incidents is broken down in a direct financial loss (reported to the NBB within the framework of the 
Corep C17) and/or indirect costs linked to the number of performed working hours of in-house and/or 
external employees for processing the incidents (analytical monitoring).  
In 2020, the direct net and consolidated financial losses (Crelan + Europabank) amounted to EUR 1,107,402 
for a total of 259 incidents. The incidents entailing an amount greater than EUR 20,000 are the subject of 
close monitoring and a regular report at the OpRisk Committee. 
 
 
7.5.3. Key risk indicators 
 
A summary chart of 138 risk indicators (as on 31 December 2020) is drawn up quarterly by ORM based on 
the supplied permanent audits from the various business lines. These indicators are drawn up to show an 
assessment of the design of the underlying audits, the effective execution thereof, the audit results and, if 
applicable, the remediation actions provided and rolled out by the involved business lines.  
21 action plans remained open at the end of 2020 that were monitored by ORM both for inadequate 
indicators and for other indicators regarding which adjustments were also deemed required. 
 
 

7.6. Risk management of the insurance activities 
 
7.6.1. Liquidity risk 
 
The main liquidity risk is the payment of claims because of the characteristics of the carried insurance 
products. Considerable amounts must sometimes be paid mainly due to the realisation of an insured risk 
when compared to the technical provisions of the insurance contract present. The risk capitals related to 
death amount to EUR 11.1 billion as on 31 December 2020 (2019: EUR 10.0 billion) and the technical 
provisions amount to EUR 62.8 million (2019: 56.9 million). The other insured risks (disability income and 
death due to accidents) are limited in scope. 
 
Crelan Insurance NV has reinsured the risks of the following product groups as follows: 
 

 The finance settlement insurances are reinsured with an excess of EUR 2,000. 

 The outstanding balance insurances and temporary life insurances with constant capital are reinsured 
with an excess of EUR 10,000. 

 
The reinsurance contract was renewed for all products since 2020 for 1 year while taking the fact that Crelan 
has the intention to hand over the activity to AXA Belgium in the course of 2021 into account. The liquidity 
risk also remains very limited after this review in this area.  
The reinsurance contract makes provisions to ensure a cash payment is made by the reinsurer in relation to 
important claims. For less important claims and, in particular, for all claims of the finance settlement 
insurance, a settlement is regularly made that creates a timing difference of a few months at most. 
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The technical provisions are currently being invested in a number of investment categories (government 
bonds, corporate bonds, covered bonds, equity funds, time deposit and current accounts). A possible 
liquidity issue may occur when a large part of the policyholders should request the cash value of their 
contract at a time when this liquidity need cannot be met or can be met with difficulty due to a (temporary) 
low market value of the investment instruments. It seems likely that this risk will rather be limited because 
of the carried product range (risk insurances) since the insurances are not taken out from an “investment 
perspective” and therefore the surrender behaviour is less correlated with the evolution on the financial 
markets. 
 

 
7.6.2. Sensitivity in relation to insurance risks 
 
The technical result and the equity are mainly impacted by the ratio of the margins in the rate of insurance 
when compared with the actual revenue and costs. 
 

 The result occurrence is formed by the margin between the used occurrence legal framework (death or 
disability) in the rate and the occurred claims. 

 The management result is formed by the costs entailed by the premiums and the various operating 
costs (administration & commissions). 

 The investment result is formed by the technical interest rate comprised by the rate versus the 
investment revenue. 

 
The sensitivity for unfavourable evolutions is kept under control through a number of measures in particular: 
 

 Through a reinsurance policy that focuses on a (nearly) full reinsurance of the insured risks and 
therefore the result occurrence is sensitive to a limited degree in the short term for a negative evolution. 

 Through the option of having a rate review for existing and new insurance contract for the outstanding 
balance insurance to absorb any negative impact of deteriorating conditions. 

 
The technical provisions and the equity are currently being invested in a number of investment categories 
(government bonds, corporate bonds, covered bonds, equity funds, time deposit and current accounts). 
Currently, the total amount of the investments is more likely to be limited because of the current product 
range (risk insurances) and because of the fact that the company has started its activity at the end of 2007. 
Although the investment result in itself is not the most important component is for the technical result, a 
significant decrease in the investment result can have an impact on the solvency position (the risk capitals 
for death as on 31 December 2020 amounts to EUR 11.1 billion (2019: EUR 10.0 billion) and the technical 
provisions amount to EUR 62.8 million (2019: 56.9 million)) since, on the one hand, the margin between 
the investments and, on the other hand, the technical provisions and required solvency margin are still 
limited. The investment strategy is an item that needs attention that is monitored very closely because of this 
reason. 
 
 
7.6.3. Credit risk 
 
The credit risk is mainly positioned in the area of the creditworthiness of the issuers of the debt certificates 
that are a part of the investment portfolio as well as in the area of the creditworthiness of the reinsurer. 
 
A separate investment policy was elaborated for the management of the credit risk of the investment 
portfolio of Crelan Insurance NV while taking the legal guidelines related to this into account. The permitted 
securities, the limitations per security, the limitations per issuer and the minimum rating upon issue are, 
amongst other things, determined within this context. Each deviation with regard to the investment policy 
is submitted without delay to the Management Committee based in a documented report. 
 
A statement of the investment portfolio is submitted to the Financial Committee of Crelan Insurance NV 
on a monthly basis. When a security loses its value a percentage of its value as laid down in the investment 
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policy, this is reported to the Management Committee. The strategy to be followed is subsequently discussed 
in the Financial Committee. 
 
The credit risk of the reinsurer is monitored based on the credit rating allocated by the rating agencies. If 
there are objective indications that the creditworthiness of the reinsurer deteriorates, a special impairment 
will be recorded accordingly for the reinsurance assets. This has not been the case up to now. The maximum 
credit risk of the reinsurance assets amounted to EUR 4.9 million as on 31 December 2020 (2019: 3.0 
million). 
 
 
7.6.4. Insurance technical risk 
 
The insurance technical risk, on the one hand, consists of the uncertainty with regard to the frequency of 
the claims that occur and, on the other hand, of the size of the claim. This risk is kept under control by using 
a policy regarding taking out insurance, reinsurance policy, reservation policy and pricing policy adjusted to 
Crelan Insurance NV. 
 
 
7.6.4.1. Policy regarding taking out insurance 

 
Crelan Insurance NV mainly sells outstanding balance insurance, temporary life insurances and finance 
settlement insurances to the customers of the bank. In 2009, an additional distribution for the finance 
settlement insurances was started through Europabank NV. An extensive client acceptance procedure was 
set up in cooperation with the reinsurer. 
 
 
7.6.4.2. Reinsurance policy 

 
The insurance company protects itself through reinsurance from many and/or large claims. The bank opted 
to reinsure the entire insurance portfolio of insurance outstanding balances, temporary life insurances and 
finance settlement insurances. As from 2011, for the outstanding balance insurances and, as from 2017, for 
finance settlement insurances, a limited self-retention is applied (in the short term, the self-retention amounts 
to less than 10% of the insured risk capital).  
 
 
7.6.4.3. Reservation policy 

 
The technical reserves are calculated based on applicable actuarial principles and assessed by an accredited 
actuary. 
 
 
7.6.4.4. Pricing policy 

 
The prices are determined based on, on the one hand, the insured risk and, on the other hand, the profile of 
the client that emerges from the acceptance procedure. The prices (including for the risk premiums, the 
various pricing costs and the technical interest rates) may, moreover, be adjusted by the insurer within the 
framework of a general price review for the insurance category to which the contract belongs or if the legally 
prescribed obligations impose this. The rates for the existing outstanding balance insurances and finance 
settlement insurances were not changed. 
 
 
7.6.5. Solvency II 

 
Crelan Insurance NV is subject to Solvency II legislation. The non-reviewed Solvency II ratio amounts to 
193.40% at the end of 2020 (2019: 215.44%). 
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7.7. Capital Management 
 
The risks and the capital that are allocated to these risks are monitored every quarter. 
The supervision in relation to capital requirements takes place within the prescribed framework. The 
National Bank of Belgium imposes a SREP TIER I ratio of 11.61% for the Crelan Group. 
 
The mix of the equity and the allocation thereof to the different risks can be shown as follows for 31 
December 2020: 
 

 
 

 
The counterparty risk forms the greatest risk for the Group with 69.3%. In addition, the operational risk 
represents 10.2% of the total reported risk in accordance with the Basel standards. The CVA is an extra 
capital buffer that must be recorded for derivatives that are not taken up via a central clearing party. No 
market exposure has been reported. 20.1% of the required capital goes to "other" risks that is composed of 
the extra required capital for, on the one hand, Belgian mortgages that are reported in accordance with the 
IRB method, and, on the other hand, the bank specific factors with which risk-weighted assets must be 
multiplied when reported in accordance with the IRB method. 
 

The capital  

 
 

Capital consumption by Basel risk

Counterparty risk   69.3%

Market risk   0.0%

Operational risk   10.2%

Credit Value Adjustment (CVA)   0.4%

Other   20.1%
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On 31 December 2020, the total capital ratio or capital adequacy (CAD) ratio was 22.02% when compared 
with a CAD ratio of 21.85% on 31 December 2019.  
 
The available equity amounted to EUR 1.21 billion on 31 December 2020 and is composed as follows: 
 

 
 
In accordance with the definition of the Basel Committee for bank supervision, the TIER I capital contains 
the paid-up share capital, all reserves (including the remeasurement at fair value reserve, but excludes 
goodwill and other intangible fixed assets), the pension equity capital based on fixed payments and a part of 
the deferred income tax assets. The TIER I capital is also referred to as the core capital of the Crelan Group. 
 
The graph below shows the mix of the Tier I capital: 
 

 
 
 
Tier II capital, or the additional capital, consists of the subordinated certificates that meet the conditions of 
the Basel Committee and also forms a part of the capital position of the Crelan Group.  
 
The Tier I and Tier II capital together form the available assets. 
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The tier I ratio shows the tier I capital of the Crelan Group as a percentage of its total weighted assets. The 
supervisor has determined that this must at least be 11.61% for 2020 for the Crelan Group. 
 
The Tier 1 ratio amounts to 21.72% on 31 December 2020 when compared with a Tier 1 ratio of 21.03% 
on 31 December 2019. 
 

 
 

The leverage ratio is a simple standard for the solvency of banks. It is part of Basel III and is defined as the 
Tier 1 capital divided by the total risk positions that are part of or are not part of the balance sheet items as 
defined in accordance with the Basel standards. These must at least be 3%. The leverage ratio is reported 
under Pillar 1 since 1 January 2018.  
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On 31 December 2020, the leverage ratio amounted to 4.84% when compared to 5.07% on 31 December 
2019. 
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8. Statement of the most important used measurement bases for financial 
reporting  

 

8.1. General 
 
The following measurement rules apply to the Crelan Group (hereinafter referred to as "Crelan", the 
"Group" or the "Crelan Group"). These measurement rules are based on the International Financial 
Reporting Standards (IFRS) as approved by the European Union. 
 
 

8.2. Consolidation 
 
An investor has control over a participating interest when it is exposed to or is entitled to variable returns 
due to its connection with the participating interest and has the assets to influence this revenue because of 
the power it has. 
 
When the consolidated financial statements are drawn up, the Crelan Group integrates the individual 
financial statements of all entities to be consolidated per item by adding comparable elements of assets, 
liabilities, equity, benefits and charges. 
 
The following steps are followed so that the consolidated financial statements of the Group shows 
information as it concerned the financial statements of a separate economic entity: 
 

 The book value of the participation in each subsidiary and the share in the equity of each subsidiary 
are completely eliminated; 

 Balance sheet positions and gains and losses that arise from transactions within the Group (including 
income, expenses and dividends) are completely eliminated; 

 The temporary differences that arise from the elimination of gains and losses on transactions within 
the Group are subject to IAS 12, Income taxes. 

 
 

8.3. Inclusion on the balance sheet 
  
8.3.1. Including/no longer including on the balance sheet 
 
Financial assets and liabilities are included on the balance sheet when the Group is impacted by the 
contractual provisions of the instrument.  
Financial assets are no longer included on the balance sheet when the contractual rights on the cash flows 
thereof no longer apply or the Group transfers the contractual rights on the cash flows and therefore all 
risks and benefits linked to the immovable property are transferred. 
 
 
8.3.2. Transaction date and settlement date 
 
All financial liabilities of the Crelan Group are always included on the settlement date on the balance sheet. 
 
All items bought and sold in relation to financial assets that must be settled within the terms that have been 
determined by regulations or a market agreement are included on the balance sheet on the settlement date: 
the date when an asset is supplied to or by the Crelan Group. 
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8.4. Financial assets 
 
The Crelan Group assess financial assets based on the rules defined in the IFRS 9 standard.  
The classification depends on the following elements: 
 

 The business model 

 The characteristics of the contractual cash flows of the financial asset 

 Specific rules 
 
 
8.4.1. Business model 
 
The first step in the classification process is determining the business model in which the asset is bought. 
The following business models are distinguished: 
 

 Hold to collect: the business model focuses on receiving contractual cash flows 

 Hold to collect and sell: the objective of the business model is to receive contractual cash flows and 
sell financial assets 

 Other business models (including Trading) 
 
 
8.4.2. Contractual cash flows from financial assets 
 
In relation to the contractual cash flows, an assessment is made to determine whether the cash flows are 
only related to repayments and interest payments in relation to the outstanding principal sum: the term 
"solely payments of principal and interest" (SPPI) is used. 
 
 
8.4.3. Specific rules 
 

 The Group may, in the first instance, decide to process the value fluctuations that are normally 
processed through gains or losses when acquiring the entity’s own equity instruments via OCI 
(revaluation surplus directly in the equity). This choice is irrevocable. 

 In relation to the first inclusion and this being irrevocable, the Group may decide to assess an asset 
for its fair value with value fluctuations in gains or losses if such a choice should eliminate an 
accounting asymmetry or should considerably reduce this ("fair value option"). 
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8.4.4. Classifications 
 
The table below provides an overview of the various classifications that may apply: 
 
 
 

 
 
Based on the aforementioned classification, the following sections are identified on the balance sheet: 
 
 
8.4.4.1. Financial assets held for commercial purposes 

 
This category is measured at fair value with value fluctuations through the profit and loss account. A priori, 
Crelan is not involved in trading activities. Derivatives regarding which no effective hedging relationship 
can be defined in accordance with the IFRS rules are included in this category. 
 
 
8.4.4.2. Non-trading financial assets mandatorily at fair value through profit or loss 

 
This category is measured at fair value using valuation changes through the statement of profit and loss. 
Debt certificates that have failed the SPPI test are classified in this category. 
 
 
8.4.4.3. Financial assets designated at fair value through profit or loss 

 
This category is measured at fair value using valuation changes through the statement of profit and loss. 
This comprises the securities regarding which Crelan would choose for their measurement at fair value with 
value fluctuations through the profit and loss account. 
 
 
8.4.4.4. Financial assets at fair value through other comprehensive income 

 
This category is measured at fair value with value fluctuations through OCI. The entity’s own equity 
instruments are classified where Crelan has decided to assess them at fair value with value fluctuations 
through other comprehensive income elements in this category because they are durable long-term interests. 
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8.4.4.5. Financial assets at amortised cost 

 
Debt certificates in accordance with the hold-to-collect management model that have passed the SPPI test 
fall under this category. 
 
 
8.4.5. Impairment 
 
Special impairment are determined based on an internal model that calculates the expected loss. Financial 
assets have been subdivided into 3 stages in accordance with IFRS 9: 
 

 Stage 1: this category comprises assets that have not experienced a significant increase of the credit 
risk since the asset was included on the balance sheet. For these assets, a special impairment loss is 
calculated based on the expected loss over a time horizon of 1 year.  

 Stage 2: This category comprises assets that have experienced a considerable increase of the credit 
risk since the asset was included on the balance sheet. For these assets, a special impairment loss is 
calculated based on the expected loss over a time horizon of the full maturity of the asset. 

 Stage 3: this category comprises assets that are in default/non-performing. 
 
The macroeconomic parameters that are used within this context or the provisions in accordance with IFRS 
9 (Stage 1 + 2) are the following: 
 

 The GDP growth in Belgium (3 year forecast); 

 The unemployment percentage in Belgium (3 year forecast); 

 The evolution of property prices in Belgium (30 year forecast). 
 
Three scenarios are used for each parameter8: 
 

 A basic scenario;  

 A positive scenario; 

 A negative scenario. 
 
 
8.4.5.1. Estimation of the credit risk 

 
To determine whether an asset is subject to a significant increase of the credit risk, a selection of parameters 
(they may vary depending on the asset) may point to an increased credit risk. The presence of at least one 
of these parameters will then result in the stage transfer within the framework of IFRS 9. They are both 
quantitative and qualitative factors that may change as time passes. Payment arrears of 30 days are used as 
a benchmark, which means when a considerable increase of the credit risk is assumed. 
 
 
8.4.5.2. Determination of the impairment 

 
The special impairment itself is determined as the expected future loss on the cash flows of assets. In 
practice, this is calculated for the assets of Stages 1 and 2 as a product of the probability of default (PD), 
loss given default (LGD) and exposure at default (EAD): 
PD: the probability of non-payment within a specific time horizon. 
EAD: the expected exposure when non-payment occurs. 
LGD: difference between expected cash flows without non-payment and expected cash flows in case of 
non-payment.  

                                                           
8 The weights that have been allocated to each of the scenarios as on 31 December 2020 are respectively (in order of 

specification) 55%, 15% and 30%. The higher weight that is allocated to the pessimistic scenario when compared to 
the optimistic scenario is a clear indication of the prudent risk policy that the Group has chosen. 
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For assets of Stage 1, a PD is calculated for a horizon of 12 months while, for that of Stage 2, for the entire 
term.  
For assets of Stage 3, the impairment matches the difference between the expected contractual cash flows 
and the expected future cash flows (while taking the time value into account).  
 
The PDs, LGDs and EADs that are used to determine the special impairment are based on the PDs, LGDs 
and EADs that are used for prudent credit risk reporting (Basel). Adjustments are made to ensure these 
parameters are aligned with the IFRS regulations. The most important adjustment concerns the transition 
from a weighted average over a longer period ("through the cycle") to a provision on at a specific time 
("point in time"). The conservative determinations, moreover, that the supervisory authorities have 
requested are not included and future elements are added. 
 
 
8.4.5.3. Non-payment 

 
Non-payment can be processed in accordance with quantitative or qualitative criteria. The same criteria as 
used for the management of the internal credit risk model are used. Considerable arrears of more than 90 
days is used as the benchmark. 
 
 

8.5. Financial liabilities 
 
Financial liabilities are those liabilities held for commercial purposes, debts to credit institutions, debts to 
customers, debt certificates, subordinated debts and other financing instruments. 
 
The measurement at fair value and the distribution of the results depend on the IFRS category regarding 
financial liabilities, namely, financial liabilities held for commercial purposes and other financial liabilities. 
 
 
8.5.1. Financial liabilities held for commercial purposes 
 
The Group considers a financial liability for commercial purposes as: 
 

 It was mainly acquired with a view to sell or buy back in the short term; 

 It is one of the identified financial instruments, jointly managed and regarding which there are 
indications for a recent and actual profit plan programme in the short term; 

 It is a derivative regarding which no formal hedging can be documented under IFRS rules. 
 
Liabilities held for commercial purposes are initially measured at fair value and adjustments in fair value are 
subsequently included in the profit and loss account. 
 
 
8.5.2. Other financial liabilities 
 
Other financial liabilities comprise debts to credit institutions, debts to customers, debt certificates, 
subordinated debts and other financial liabilities.  
 
This, in particular, concerns he outstanding balances on current and fixed-term accounts of other credit 
institutions at the Crelan Group, deposits that are immediately payable, term deposits and saving accounts 
of customers as well as the (subordinated) deposit certificates.  
 
The financial liabilities are measured at fair value increased by the direct imputable transaction costs when 
they are first included. Next, the financial liabilities are measured at amortised cost by using the effective 
interest method. Regular depreciation is included in the profit and loss account included as interest charges. 
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8.5.3. Fair value of financial assets and liabilities 
 
The fair value of financial assets and liabilities is the quoted price of these or identical assets and liabilities 
on an active market (Level 1). If there is no active market for a financial instrument, the fair value is 
determined based on a cash value calculation based on observable market data (Level 2). If a fair value 
determination solely based on observable market data is impossible, the fair value is determined by using 
non-observable data (Level 3). 
 
 
8.5.4. Sale and repurchase of securities 
 
Securities linked to a repurchase agreement stay on the asset side of the balance sheet. The debt that arises 
from the repurchase liability of assets is included in the liabilities on the balance sheet in the form of debts 
to credit institutions or as debts to non-credit institutions depending on the counterparty. 
 
Securities linked to a repurchase agreement for securities (reverse repurchase agreement) are not included 
on the balance sheet. The borrowed resources, however, are included on the asset side on the balance sheet 
as receivables in relation to credit institutions or receivables in relation to other and not credit institutions 
depending on the counterparty. 
 
The difference between the selling price and the repayment price of the securities is processed as interest 
income spread over the maturity of the contract. 
 
 
8.5.5. Offsetting of a financial asset and a financial liability 
 
A financial asset and a financial liability are offset and the net amount is only included on the balance sheet 
if the Group has a right enforceable by law to offset the included amounts and has the intention to either 
settle the liability on a net basis or to realise the asset at the same time as the liability is settled. 
  
 

8.6. Derivatives and hedging transactions 
 
8.6.1. Accounting records and measurement at fair value 
 
Derivatives are financial instruments of which the value changes as the result of adjustments in the 
underlying value (interest rate, exchange rate, index and share), they require little or no initial net investment 
and are settled at a later time. Derivatives are financial instruments such as swaps, term contracts, futures 
and options (issued and bought). 
 
The first inclusion of all derivatives takes place at their fair value. Later adjustments to the fair value 
(excluding accrued interest rate) are included in the profit and loss account. An increased interest rate is 
processed in proportion to the time in the profit and loss account. 
 
The Group classifies derivatives as follows: 
 

 Derivatives that are not hedging derivatives are held as financial assets or liabilities for commercial 
purposes  

 Hedging derivatives 
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8.6.2. Hedging 
 
When taking out the derivative, the contract is included as a fair value hedging and therefore the risk of 
variation in the fair value of an included asset or liability is hedged (i.e., covered). The Group can make a 
distinction between fair value hedging of an individual asset or individual liability ("micro hedging") and fair 
value hedging of a portfolio interest rate risk hedging ("macro hedging"). In the last case, the Group defines 
a group of current hedging instruments to hedge (i.e., cover) the interest rate risk of a group of financial 
assets and/or liabilities. 
 
Documentation 
 
Hedging derivatives meet the conditions and criteria that apply to current hedging instruments imposed by 
IAS 39. The hedged assets and/or liabilities meet the conditions and criteria of hedged positions imposed 
by IAS 39. When entering into the hedging transaction, the hedging relationship is formally indicated and 
documented as well as the objectives of the Group with regard to the risk management and strategy when 
entering into the hedging relationship. The documentation contains an indication of (the group of) the 
hedging instrument or instruments, the hedged position(s), the nature of the risk to be hedged and how the 
Group will determine whether (the group of) the hedging instrument or instruments is effective when 
compensating the risk of adjustments in the fair value of the hedged position(s). 
 
Efficiency tests 
 
The Group exclusively enters into hedging transactions that will be very effective at the start and also is 
expected to be so in the periods that follow in relation to compensating for changes in the fair value to be 
attributed to the hedged risk. The actual effectiveness of the hedging transactions is determined on a 
monthly basis. The result of the ratio between the fair value fluctuation of (the group of) the hedging 
instrument or instruments and the hedged position(s) must fall within a range of 80-125 per cent. If this is 
not the case, the hedging relationship is stopped.  
 

Measurement at fair value 
 
The profit or loss as the result of fluctuations in the fair value of (the portfolio of) the hedging instrument 
or instruments is immediately included in the profit and loss account. The profit or loss of the hedged 
position(s) to be ascribed to the hedged risk leads, on the one hand, to an adjustment of the book value of 
the hedged position and is, on the other hand, included in the profit and loss account. The variations in the 
fair value in the profit and loss account as the result of (the portfolio of) the hedging instrument or 
instruments, on the one hand, and of the hedged position (s), on the other hand, will be fully or partially 
compensated and every ineffectiveness of the hedging relationship will be included in profit or loss.  
 
If a hedging relationship no longer meets the criteria for hedging transactions as defined in IAS 39, the 
hedging relationship is prospectively stopped. Hedging derivatives are reclassified as "Financial assets or 
liabilities held for commercial purposes". The book value of the hedged position(s) is subsequently 
processed as it would be processed under IFRS without a hedging relationship. Adjustments in the fair value 
of the history presented on the balance sheet are included in the profit and loss account over the remaining 
life span of the hedged element(s). 
 
Interest income and charges that arise from, on the one hand, current hedging instruments and, on the other 
hand, hedged positions are processed in interest result. 
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8.7. Tangible fixed assets 
 
The Group processes tangible fixed assets in accordance with the cost model. This means that the tangible 
fixed assets are included on the balance sheet at their cost (including the directly attributable acquisition 
costs) reduced by the accumulated depreciations and accumulated special impairment. The cost is the 
amount that was paid to acquire the asset increased by all directly attributable costs that were incurred to 
have the asset at the intended location and/or condition. 
 
The amount of an asset to be amortised is the purchase price minus its residual value. In practice, the residual 
value is generally insignificant. If this is the case, the Group has decided not to take the residual value into 
account when determining the amount to be amortised. Depreciable amounts are allocated over the 
expected use term of the asset. The estimated use term of an asset is re-examined at each balance sheet date. 
Sites and engineering equipment are not amortised but are subject to special impairment. The depreciation 
costs for each period are included in the profit and loss account. 
 
The Group uses the following depreciation periods: 
 
Buildings 

Structural work of non-commercial buildings 33 years 
Furnishing of non-commercial buildings 10 years 
Structural work of commercial buildings 30 – 40 years 
Furnishing of commercial buildings 9 – 10 years 

Hardware 5 years 
Systems 10 years 
Cases 10 – 20 years 
Illuminated advertising 3 – 5 years 
Machines and material 3 – 5 years 
Furniture 10 years 
Rolling stock 4 – 5 years 
 
Maintenance and repair costs are included in the profit and loss account for the period during which they 
were incurred. The costs of spare items are activated and subsequently amortised when these expenses 
deliver future economic benefits for the Group. The possible book value of the elements to be replaced is 
no longer included on the balance sheet. 
 
The profit or loss as the result of the inclusion of an asset from the balance sheet as the result of a 
decommissioning or removal is included in the profit and loss account. If an asset is destroyed, the remaining 
amount to be amortised will be immediately recorded in the profit and loss account. 
 
If a material fixed asset is being held for selling, it will be classified as held for selling, the depreciable 
amounts are stopped and the asset is measured at the lowest value of its book value and its fair value minus 
selling costs. 
 
 

8.8. Other intangible fixed assets 
 
An intangible fixed asset is an identifiable non-monetary asset without physical form that is only included 
on the balance sheet when it is likely that the expected future economic benefits that can be ascribed to the 
asset will go to the entity and that the costs thereof can be determined reliably.  
 
Other intangible fixed assets refer to software that is bought internally or has been created for internal use 
and bought customer files. For internally generated software, only the development costs are activated that 
can be directly ascribed to the software that is completed and is used effectively to generate economic 
benefits. 
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An intangible fixed asset is measured at cost when first included. Subsequently, the cost model is used. The 
software is included on the balance sheet at cost reduced by the accumulated depreciable amounts and any 
accumulated impairment. Software and customer files are amortised linearly. The amount of an intangible 
fixed asset to be amortised matches the cost reduced by the residual value. In practice, the residual value is 
generally insignificant. If this is the case, the Group has decided not to take the residual value into account 
when determining the amount to be amortised.  
 
For intangible fixed assets the following depreciation periods are used: 
 
Internally developed software 3-5 years 
Acquired software 5 years 
Customer files 10 years 
 
 

8.9. Business combinations (IFRS 3) 
 
Takeovers are processed based on the takeover method. The Group buys the net assets and includes the 
acquired assets and the liabilities taken over (including conditional liabilities). The acquired identifiable assets 
and the liabilities taken over are measured at fair value on the takeover date. 
 
A conditional liability acquired in a business combination is included when it is an existing liability that arises 
from events in the past and of which the fair value can be determined reliably. 
 
Goodwill paid when acquiring businesses from the scope of consolidation (a subsidiary) is included on the 
balance sheet as an intangible asset and is initially measured at cost on the takeover date, which is the positive 
difference between the cost of the business combination and the interest of the Crelan Group in the net 
fair value of the identifiable assets, liabilities and conditional liabilities. Negative goodwill is immediately 
processed in the profit and loss account. 
 
Goodwill acquired during a business combination will not be amortised. The Crelan Group subjects the 
goodwill assessment to an annual impairment test or more often than once a year if specific events indicate 
that the book value may be higher than the value that can be realised. Previously included special impairment 
with regard to goodwill will not be reversed. 
 
The annual goodwill measurement test is based on the discounted cash flow-model. If the net current value 
of the profit forecasts based on the strategic plan of the relevant subsidiary is lower than the included 
goodwill, the difference between the two amounts will be immediately included in the profit and loss 
account. The discount rate matches the risk-free interest rate plus a risk premium depending on the risk 
profile of the relevant subsidiary.  
 
 

8.10. Special impairment of non-financial assets 
 
The Group assesses whether there is an indication for a possible value loss of a not-financial asset at every 
reporting date. A special impairment loss is included when the value of the asset that can be realised is lower 
than the book value. The value that can be realised is the highest of the fair value minus the selling costs for 
the intrinsic value. 
 
The book value of non-financial assets that have been subjected to a special impairment is reduced up to its 
estimated value to be realised and the amount of the impairment is included in the profit and loss account 
for the current reporting period. 
 
If the amount of the impairment of non-financial assets (excluding goodwill) decreases in a next period and 
the decrease can be objectively linked to an event that has occurred after the impairment, the previously 
included value loss will be reversed. 
 



Crelan Group 

2020 Consolidated Financial Statements 
___________________________________________________________________________________ 

135 

 

 

8.11. Provisions and conditional liabilities 
 
Provisions are liabilities with uncertainty about the scope of future expenses and when these must be 
incurred. The Group includes a provision on the balance sheet when - on the balance sheet date - a liability 
arises from events in the past, when it is likely that the liability will require an outgoing cash flow and when 
the liability can be estimated reliably. 
 
Within the Crelan Group, provisions are mainly related to legal cases, claims, tax liabilities and pension 
liabilities. 
 

 For legal cases and claims, provisions are calculated on an individual basis (for each legal file or claim) 
based on the amounts due and payable to the beneficiaries. The amount and the allocation of future 
cash flows are uncertain and will depend on the timing of the legal cases or claims. 

 For provisions for pension liabilities, refer to the chapter regarding employee benefits (see the notes in 
8.18. & 4.13.). 

 All identifiable liabilities with uncertainties regarding the scope of future costs and when these costs 
will be incurred and that cannot be included in the aforementioned categories are included in other 
provisions. 
 

A conditional liability is entered into when the Group has a potential liability that arises from events in the 
past, but regarding which it is unlikely that an outflow of resources will be required or regarding which the 
liability cannot be reliably determined. 
 
 

8.12. Interest income and charges 
 
Interest income and charges are included in the profit and loss account for all interest-carrying instruments 
by using the effective interest method. This method is used to calculate the depreciation of a financial asset 
or a financial liability and allocate interest income and charges toe to the relevant period. The effective 
interest rate is the interest rate that has exactly been discounted in relation to the expected flow of future 
payments or cash balances during the expected life span of the financial instrument when compared with 
the net book value of the financial asset of the financial liability. The Group estimates the cash flows in 
relation to the calculation of the effective interest rate. This calculation comprises all provisions and benefits 
paid or received by contract parties that are an integral part of the effective interest rate as well as transaction 
costs. Transaction costs are the extra costs that can be ascribed directly to the acquisition or disposal of a 
financial asset or liability. They comprise commissions paid to agents, consultants, brokers and security 
traders as well as levies from supervisory bodies and stock exchanges and various types of taxes. 
Accrued interest on derivatives held for commercial purposes is included in proportion to the time in the 
profit and loss account. 
 
 

8.13. Provisions and provision benefits and charges 
 
The Group makes a distinction among different types of commissions: 
 

 In the case of received commissions in exchange for specific services, inclusion in the income statement 
takes place when the services are provided. This is the case for received commissions for asset 
management and insurance activities. 

 The production commissions paid when creating credits and savings bonds are spread over the 
duration of the relevant credits and savings bonds and included in the profit and loss account based 
on the effective interest rate. 

 The other commissions with regard to credits and savings bonds are settled on an annual basis and 
included in the profit and loss account. 
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8.14. Dividends 
 
Received dividends are included in the income statement when the definitive right to collect them is 
determined. 
 
 

8.15. Realised and non-realised gains and losses 
 
Gains and losses realised in relation to the sale and stopping financial instruments classified as ‘hold-to-sell’, 
show the difference between the received revenue and the initial book value of the sold asset or liability 
after the deduction of a possible impairment that could have been included in the profit and loss account 
and after taking the impact of any adjustments as the result of hedging into account. 
The difference between the fair value of financial assets and liabilities held for commercial purposes at the 
end of the current period and at the end of the previous period is included in the "Gains and losses on 
financial assets and liabilities held for commercial purposes". For derivatives, the fluctuation of the fair value 
during the period (excluding the accrued interest) is also included in this section. An increased interest rate 
is included in interest income and charges. 
Non-realised gains or losses on ‘hold-to-sell’ financial assets that are included in the equity (within the ‘other 
components of the equity’ line that is related to other elements of the total result – OCI), are included in 
the profit and loss account when the relevant financial instruments are sold or when a special impairment 
loss is included. 
 

 
8.16. Income taxes 
 
This item includes the current and accumulated tax allocations for the accounting period. 
Deferred tax liabilities are included for all taxable temporary differences between the book value of the 
assets and liabilities and their tax value. 
 
For the tax liabilities for the accounting period, provisions are included based on the expected tax amount 
in accordance with the tax rates that apply on the closing date. 
 
Deferred tax assets are included when a deductible temporary difference occurs between the book value 
and the tax value of an asset or liability. Recognition is only possible insofar as it is likely that a taxable profit 
will be available in the future and regarding which temporary differences can be allocated. 
 
Accumulated tax allocations are calculated based on the expected tax rate during the year of realisation of 
the asset or the settlement of the liability. 
 
 

8.17. Leases 
 
The Group as a lessor 
 
The Crelan Group operates as a lessor and only grants financial leases to its customers. Nearly all risks and 
benefits that are inherent to the property of the asset (except for legal property) are transferred to the lessee. 
It is, moreover, possible that a transfer of property takes place at the end of the lease. 
 
Financial lease transactions are initially included as receivables on the balance sheet for an amount that 
equals the net investment in the lease. The net investment in a financial lease matches the gross investment 
in the financing lease discounted for the implicit interest rate of the lease. The amount of the receivable also 
implies the directly initial costs that can be allocated as well as the residual value of the lease, namely, the 
determined value for which the lessee can acquire the leased asset at the end of the lease. 
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The effective interest rate is calculated based on future cash flows. Based on this effective interest rate, 
future cash flows are reversed on the balance sheet date to arrive at a net cash value that matches the fair 
value of the leased asset (including the initial costs that can be immediately allocated). 
 
Non-acquired financial income matches the difference between the gross investment and the net investment 
in the lease and are included in the profit and loss account based on the aforementioned effective interest 
distributed over the period of the receivable. 
 
Lease receivables are included on the balance sheet for their net value, that is to say, after deducting any 
special impairment in relation to this. 
 
The Group as the lessee 
 
As a result of the adjustments in IFRS 16 (Leases), companies must show the lease liabilities to which they 
are exposed as from 1 January 2019. These liabilities are represented by a right of use on assets and by lease 
liabilities on the liability side. The assessment method selected by Crelan is the "Modified Retrospective 
Method". In accordance with this method, the right of use and the lease liability are recalculated on the start 
date of IFRS 16 at the marginal interest rate on 1 January 2019. 
The leases to which the new standard mainly refers to leased buildings, company vehicles and payment 
terminals. The implicit interest rates are not available and Crelan therefore adjusts the regular amounts using 
the suitable interest rate for each product9.  
Based on the performed analysis, we regard the impact on the result as not significant. 
 

 
8.18. Employee benefits 
 
Short-term benefits 
 
Short-term employee benefits such as wages, salaries and social charges are at the expense of the period in 
which the performance was carried out. Non-discounted provisions are recorded as part of the payments 
to be made during the year following the end of the current accounting period (for example, holiday pay, 
bonuses, etc.). 
 
Termination benefits, however, are only recognised when a causal link can be demonstrated. 
 
Pension liabilities 
 
The Group has various defined benefit plans and various defined retirement benefit plans. The pension 
liabilities are all financed by paying contributions to insurance companies. 
 
With regard to defined benefit plans, the employer and employee pay a fixed amount periodically for the 
accrual of the retirement capital. On the one hand, this fixed contribution is included as a liability and, on 
the other hand, as a charge in the period in which the employee has performed his/her job. 
 
For defined retirement benefit plans, expenditure is regularly determined based on actuarial calculations that 
are performed at least once a year. The PUC method is, on the one hand, used to calculate the cash value 
of the gross liabilities that must be included on the balance sheet and, on the other hand, for the calculation 
of the retirement costs at the expense of the year of service that are processed in the profit and loss account.  
 
The retirement costs of the delivered services are immediately included in the profit and loss account unless 
the benefit is not immediately and unconditionally committed. In that case, the retirement costs of the 
delivered services are included linearly for the average period that has elapsed until the performances were 
started unconditionally. 

                                                           
9 Used interest rates for buildings, company vehicles and ATMs, respectively: the 10 year mortgage interest rate, the 5 
your vehicle loan interest rate and the 7 year professional loan interest rate. 
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Up to and including 31 December 2010, the net cumulative actuarial gains and losses that exceeded the 
corridor (the highest amount that corresponds with 10% of the cash value of the gross liabilities and 10% 
of the fair value of fund investments) at the expense of the profit and loss account spread over the remaining 
years of service of the employees who participate in the plan. 
 
Since 1 January 2011, actuarial gains and losses are fully included in non-realised results for the period in 
which they occur. The financial statements were adjusted that closed on 31 December 2009 and 31 
December 2010 in accordance with IAS 8 regarding adjustments in the bases for financial reporting. 
 
The fund investments of the Group comprise insurance contracts that are eligible in accordance with IAS 
19. Insurance contracts are drawn up by non-associated insurers and the revenue of these contracts can only 
be used to finance employee benefits under defined retirement benefit plans. 
 
Other long-term benefits 
 
For other long-term employee benefits, which are paid after the year after the closing date of the current 
period (such as long-term bonuses, bridging pensions and hospital admission insurances), a calculation of 
the cash value of the gross liabilities also applies. The actuarial differences due to the periodic review of the 
assumptions and assessments are, however, immediately included in the profit and loss account. 
 
 

8.19. Liquid assets, cash equivalents and cash flows 
 
Liquid assets and cash equivalents comprise the cash, balances at central banks and other financial assets 
with a maximum maturity of three months as from the acquisition date. 
 
Crelan determines its operational cash flows in accordance with the indirect method. In accordance with 
this method, the net result for the period is adjusted to take non-monetary transactions, accumulated tax 
allocations, provisions, adjustments in debts or trading receivables into account as well as income and 
expenses with regard to investments or financing flows. 
 
 

8.20. Securities of exchange rate adjustments 
 
Monetary and non-monetary items in a foreign currency are converted into EUR when first included using 
the exchange rate on the transaction date. 
 
Next, a daily monetary measurement process is performed for the monetary components. All monetary 
balances that have remained in a foreign currency are converted using the closing rate of the month. All 
positive and negative differences are included in the profit and loss account included regardless of the rating 
category.  
 
Non-monetary elements at the Crelan Group only consist of share instruments in foreign currencies. They 
are measured at fair value the first time. Next, the measurement category is examined. The exchange results 
as a result of the conversion based on the closing rate is also included in the profit and loss account as an 
adjustment in the fair value of the underlying instrument in relation to the financial asset category regarding 
financial assets held for commercial purposes. This exchange result is deferred in the equity in the case of 
the financial asset category available for selling. 
 
Monetary and non-monetary items in foreign currencies are converted into EUR when removed from the 
balance sheet date on the transaction date. 
 
In the case of non-monetary elements in foreign currencies that belong to the financial asset category of the 
financial assets available for selling, the full exchange result between the first inclusion and the removal from 
the balance sheet as realised added and less value in the profit and loss account is included. 
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8.21. Equity 
 
Equity comprises capital issued via ordinary shares and cooperative shares, the reserve from the 
remeasurement of the fair value of financial assets with value fluctuations via OCI as well as the reserves 
from withheld gains. 
 
 

8.22. Technical provisions 
 
Insurance provision 
 
This provision is calculated in accordance with the applicable actuarial principles ("Universal Life" 
technique) and is calculated separately for each insurance contract. 
 
Each individual contract includes an insurance account. Cash inflows and cash outflows are registered there. 
Cash inflows are, for example, premium payments by the policyholder. Cash outflows are, for example, 
calculations of management costs and insured risks.  
 
The assets of the insurance account (also referred to as reserves of the insurance account) are invested in 
one or more investment types and therefore a return is generated for the benefit of the policyholder.  
 
The reserves are calculated generically for all assumed risks (death due to any cause whatsoever, 
unintentional death, successive death and disability) to structurally create reserves in relation to the ageing 
population (disability) and risk reserves on top of the reserves that can be claimed by the policyholder. 
 
Provision for claims 
 

The provisions for claims are determined individually by the claims manager based on the characteristics of 
the claim. When the benefit is related to the allocation of a periodic payment, the provision is calculated as 
the cash value of expected future allocations. 
 
 

8.23. IFRS 4 insurance contracts 
 
Adequacy test 
 
The Crelan Group determines at the end of each reporting period whether the included insurance liabilities 
are sufficient. If the included insurance liabilities are not sufficient, the deficit is fully included in the profit 
and loss account. 
 
Reinsurance 
 
The assets of reinsurers are included on the balance sheet. If there is objective indication that shows that 
not all amounts from the reinsurance contract will be collected, the book value of the reinsurance asset will 
be lowered accordingly and the impairment is included in the profit and loss account. 
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8.24. Most important sources that lead to estimation uncertainty 
 
Drawing up financial statements in accordance with the IFRS guidelines entails a specific number of 
assessments and assumptions. Although all available information is used to ensure these assessments and 
assumptions can be deemed to be as reliable as possible, the actual results may deviate thereof. 
 
The assessments and assumptions are mainly related to the following areas: 

 Estimation of the value that can be realised in case of special impairment;  

 Determination of the fair value of financial instruments not quoted on the stock exchange; 

 Determination of the expected use period of tangible and intangible fixed assets; 

 Estimation of the existing liabilities as the result of events in the past when provisions are included; 

 Actuarial assumptions in relation to the measurement at fair value of pension liabilities; 

 Actuarial assumptions in relation to the measurement at fair value of the technical reserves; 
 
 


