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Important Information, Assumptions and Qualifications
• This presentation (this “Document”) has been prepared by Morgan Stanley & Co. Limited (“Morgan Stanley”) of 25 Cabot Square, London, E14 4QA, United Kingdom, pursuant to the 

terms of a contract of engagement and the associated annexes that was entered into by the The State of The Netherlands, represented by the Minister of Finance (the “Client”) and Morgan 
Stanley on 10 April 2012 and which was then extended pursuant to an extension contract dated 9 November 2012  (the contract, annexes and the extension contract together considered as 
the “Contract”) relating to the provision of financial advice and assistance by Morgan Stanley with respect to defining objectives, performing valuation and structuring analysis and advising 
on the implementation of some or all of the possible measures that could be undertaken to stabilise SNS Reaal N.V. (“SNS Reaal”) and its group of companies (the “SNS Reaal Group”)( 
(the “Assignment”)

• This Document has been prepared for the information of the Client only in the context of the Assignment and must be held by the Client and its directors, officers and employees in strict 
confidence pursuant to clauses 7.5 and 7.6 of the Contract. Save as expressly permitted in writing by Morgan Stanley, this Document must not be photocopied or reproduced in any other 
electronic or physical form and must not be communicated, disclosed or distributed to any other person in whole or in part. This Document supersedes any previous document or 
presentations delivered by Morgan Stanley to the Client in connection with its subject matter

• The purpose of this Document is to provide the Client with our high level summary of differences between the CVC proposals received by the Client on 10, 23, 25 and 31 January and 
whether the CVC proposal dated 31 January has any material impact on the analysis Morgan Stanley provided to the Client dated 28 January 2013. The views expressed in this Document 
are subject in all respects to the limitations and assumptions set out herein, which should be read carefully

• Morgan Stanley is a financial adviser only. We are not legal, tax, regulatory or actuarial advisers and have undertaken no assessment of the legal, tax, regulatory or actuarial implications of
the matters set out herein

• Our analysis has been carried out on an “outside-in” basis and is necessarily limited by this fact. In preparing the Document, Morgan Stanley has: (i) used information obtained from the 
Client and public sources; (ii) assumed and relied upon, without independent verification, the accuracy and completeness of the information supplied or otherwise made available to it for the 
purposes of the Document

• Neither Morgan Stanley, its affiliates nor any of their respective directors, officers, employees or agents (the “Morgan Stanley Group”) gives any representation or warranty, express or 
implied, as to: (i) the achievement or reasonableness of future projections, management targets, estimates, prospects or returns contained in this Document, if any; or (ii)  the accuracy or 
completeness of any information contained in this Document, any oral information provided in connection therewith or any data that either generates. Furthermore, and without prejudice to 
liability for fraud, no member of the Morgan Stanley Group accepts or will accept any liability, responsibility or obligation (whether in contract, tort or otherwise) in relation to these matters

• This Document is not a financial opinion or recommendation by any member of the Morgan Stanley Group

• Any views contained in this Document, including but not limited to any valuation assessments, are based on financial, economic, market and other conditions prevailing, and information 
made available at the date hereof and Morgan Stanley shall be under no obligation to update this Document in the light of changes to such conditions or otherwise. Events occurring after the 
date of this Document, including but not limited to: (i) conducting detailed commercial, financing, accounting, tax, regulatory and legal due diligence; (ii) access to senior management of 
the Client or members of the SNS Reaal Group; (iii) changes to the macroeconomic outlook, and/or (iv) the implementation of Solvency II (which we are unable to assess to date and which 
has not been reflected in this Document), in each case, may have a significant impact on the solvency of SNS Reaal and any member of the SNS Reaal Group and may  significantly affect 
the views expressed herein and cause the assumptions used in preparing them to be no longer appropriate

• Morgan Stanley is acting as exclusive financial adviser to the Client and no one else in connection with the matters described in this Document. In connection with such matters, Morgan 
Stanley, its affiliates and their directors, officers, employees and agents will not regard any other person as their client nor will they be responsible to any other person for providing the 
protections afforded to their clients or for providing advice in relation to matters described in this Document
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• We refer to our analysis dated 28 January 2013 in which we discuss a CVC proposal dated 10 January, as well as 
a CVC proposal dated 23 January (including the amendments to that proposal dated 25 January 2013)

• Following our analysis dated 28 January, CVC shared an updated proposal with the Ministry of Finance on 31 
January. In the below we lay out some of the main differences between the CVC proposal dated 23/25 January 
and the CVC proposal dated 31 January

• As discussed with the Ministry of Finance on 31 January 2013, we consider that taken together, as a whole, the 
amendments and new additions put forward by CVC in the 31 January proposal do not materially affect the 
conclusions of our analysis dated 28 January 

Rights Issue - Pre-emption Rights, State Participation (Amended)
• In 31 January proposal, CVC indicating willingness to grant the benefit of the first €150m preemption investment 

by the Foundation and Free Float to the State. In the expectation that the pre-emption rights would be taken up 
this would reduce the required investment by the State to EUR 340 MM, in exchange for a 24.7% share (reduced 
from a 28.2% share in the 23/25 January proposal) 

Loan from ING, Rabo and ABN AMRO (Newly Added)

• Three largest Dutch Banks envisaged to provide a loan of EUR 550 MM to a “Consortium Holding” which is set up 
to invest in SNS Reaal. The loan would have the following characteristics:

– Perpetual

– 2.5% PIK coupon payable only if the Consortium has achieved a 2.5x money multiple and 20% IRR on its 
investment in SNS Reaal

– Principal is repaid from distributions received from the CVC’s investment

– EUR 400 MM will be used towards provisioning for Property Finance losses and EUR 150 MM for the 
capitalisation of the Bad Bank 

• Note that when CVC incorporated this feature as part of its 31 January proposal, this had been discussed only at 
a high level with the three largest Dutch banks. The Banks had in no way committed themselves to providing such 
a loan

• Also, the loan structure put forward in CVC's 31 January proposal has not been vetted by the DNB. It would be
important to ascertain the position of the DNB and whether regulatory approval for the structure would be granted 
given that such a structure would introduce a new source of leverage in the capital structure of SNS Reaal

Comparison CVC Proposals Dated i. 23/25 January, and ii. 31 January



4

Loan from ING, Rabo and ABN AMRO (Continued From Previous Page)

• Additionally, initial feedback received from the EC was negative, based on i.a. the following considerations: 

– Renumeration not market conform 

– Equity-like instrument due to linkage with IRR realised by CVC 

– Potential concerns from State Aid perspective (arguably banks could be seen to be participating to avert levy)

• EC indicated that changes to the proposed structure would be required – even following amendements receiving 
approval would not have been guaranteed 

Anti-embarrassment clause (Newly Added)

• Consortium offering to discuss an ‘anti-embarrassment’ clause, i.e. a mechanism whereby in case realised IRRs
would exceed a certain pre-agreed threshold, any proceeds would be shared with the State

Ownership Structure Bad Bank (Amended)

• Now proposed that State ownership in the Bad Bank will be in the form of preference shares while CVC and the 
Foundation will hold ordinary shares. This would give the Dutch State liquidation preference in case of 
distributions, dissolution or winding-up of the Bad Bank 

• Envisaged that a separate subsidiary would house French/German loans, allowing bulk of the loans outstanding 
to be run off without a banking license 

• Capitalisation of EUR 320 MM vs EUR 400 MM previously

Treatment of Hybrid Instruments – Conditionality (Amended)

• Envisaged that a LM exercise would be launched with respect to Tier I securities. If as part of that exercise a 75% 
take-up would not be achieved in January 31 proposal it is envisaged that State would seek to adopt legislative 
measures to allow a mandatory liability management, in line with comparable situations in other EU countries, or 
compensate the Consortium in such way to preserve the economics of the transaction 

Comparison CVC Proposals Dated i. 23/25 January, and ii. 31 January (Cont’)


