Banks Distributable results and reserves
Regulatory News Alert
In case of use of fair value method for the statutory accounts or the
IAS/IFRS accounting standards
On 9 January 2015, the CSSF published Regulation N°14-02 relating to the determination of
distributable results and reserves of credit institutions when using the fair value method for the
statutory annual accounts (Mémorial A – N°4). This regulation is applicable from the period
ended 31 December 2014.

Limitation to the distribution of unrealised results and reserves
The following provisions are applicable to credit institutions using the fair value option (Chapter
7bis, Part II of the Law of 17th June 1992, “the Law” hereafter) or the IAS/IFRS accounting
standards (Part II bis of the Law) for statutory annual accounts.
The following items cannot be distributed:
•

Unrealised gains recorded in the profit and loss account;

•

Unrealised gains recorded in own funds which does not pass through the profit and
loss account;

•

Positive variation in own funds recognised in the “first-time application” balance sheet
established in accordance with Part II bis of the Law.

These elements must be affected directly to an unavailable reserve or indirectly during the
allocation of the fiscal year’s income. The following uses of the unavailable reserve are
forbidden:
•

Capital increase by capitalisation of reserves;

•

Transfer to legal reserve;

•

Set-up of non-distributable reserve relating to the acquisition of own shares;

•

Set-up of non-distributable reserve relating to the granting of financial assistance for
the acquisition of company’s shares by a third party;

•

Set-up of the non-distributable reserve relating to the issue of redeemable shares;

•

Determination of the loss amounting to half or three quarters of the share capital;

•

Special reserve pursuant to paragraph (8a) of the Law of 16 October 1934 on wealth
tax.

By exception, the following items are not considered as unavailable and can be distributed or
used:
•

Unrealised gains related to financial instruments held in trading portfolio;

•

Unrealised gains related to foreign exchange and hedge accounting;

•

Reversal of value adjustment in the context of the “first-time application” balance sheet
established in accordance with Part II bis of the Law (excluding amortisation, lumpsum and AGDL).

If net annual results are below unrealized results, the unavailable reserve will be constituted by
using the available reserves or, by default, imputing on the reported results.

Deferred tax liabilities under the regime of the fair value option
Credit institutions using the fair value option in the statutory financial statements (Chapter 7bis,
Part II of the Law) shall recognise deferred tax liabilities, if the gain related to the fair value
appreciation of an eligible asset or liability will be subject to taxation during its realisation.

We trust this information is of assistance and remain at your disposal for any further questions.
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