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SRLEV N.V.
7% Undated Callable Subordinated Bonds of CHF 105,000,000
The bonds benefit from a guarantee from REAAL N.V. on the basis of Section 2:403 of the Dutch Civil Code

Issuer’s Name and SRLEV N.V., Wognumsebuurt 10, 1817 BH Alkmaar, The Netherlands (the «Issuer»)
registered office

403-Statement Provider REAAL N.V., Croeselaan 1, 3521 BJ Utrecht, the Netherlands (the «Guarantor» and the 
«403-Statement Provider»)

Interest Rate 7% p.a., for the first time on 19 December 2011 (first short coupon), subsequently on every 
19 December until 19 December 2016. Thereafter, if not called, 5-year CHF Mid Swap Rate plus
the Initial Margin of 5.625 per cent. payable annually.

Issue Price UBS AG has purchased the undated callable subordinated bonds (the «Bonds») at 101% of their
nominal amount (before commission).

Placement Price The Placement Price of the Bonds will be fixed in accordance with supply and demand.

Issue Date 19 July 2011

Redemption Callable perpetual (earliest possible call at par on 19 December 2016 («First Call Date») and on
each subsequent interest payment date thereafter).

Early Redemption Following a Tax Event, a Regulatory Event or Rating Agency Event prior to the First Call Date  at
CHF 5,000 per Bond plus accrued and deferred interest (please refer to Condition 5 of the Terms
and Conditions for full details).

Reopening of the Issue The Issuer reserves the right to reopen this issue according to the terms and conditions of the
Bonds.

Denominations CHF 5’000 nominal and multiples thereof

Form of the Bonds The Bonds will be represented by a Permanent Global Bond. Bondholders do not have the right
to request the printing and delivery of definitive Bonds.

Ranking on a winding-up Subordinated to all Senior Creditors of the Issuer or of the 403-Statement Provider and in 
priority of all classes of share capital. The Bonds will rank pari passu and without preference
among themselves (please refer to Condition 2 of the Terms and Conditions for full details).

Listing Listing will be applied for pursuant to the Standard for Bonds of the SIX Swiss Exchange. The
Bonds are expected to be provisionally admitted for trading on the SIX Swiss Exchange on 15 July
2011.

Risks: An investment in the Bonds involve a high degree of risk and is only suitable for sophisticated
investors who fully understand and are willing to assume the risks involved. Potential investors
should be prepared to sustain a total loss of the purchase price of the Bonds (please refer to
pages 5–16 for full details of the risks involved).

Governing Law The Bonds and the Guarantee are governed by, and construed in accordance with Dutch law
and Jurisdiction Place of jurisdiction for the Bonds, the Guarantee and all related contractual documentation shall 

be the Courts of Amsterdam, the Netherlands.

Sales Restrictions In particular U.S.A., U.S. persons, United Kingdom, The Netherlands and EEA.

Rating The Bonds are expected to be rated «Baa2» by Moody’s. S&P is expected to publish a bond rating
only after the Issue Date.

Security Number/ 13.024.958 / CH0130249581 / 064390783
ISIN/Common Code

UBS Investment Bank
Bank Sarasin & Co. Ltd

Prospectus dated 15 July 2011



SELLING RESTRICTIONS

United States of America, U.S. Persons

The Bonds are issued in bearer form and have not been and will not be registered under the U.S. Securities Act
of 1933 (the “Securities Act”) and may not be offered or sold within the United States of America (the “United
States”) or to, or for the account or benefit of, U.S. persons, except pursuant to an exemption from, or in a trans-
action not subject to, the registration requirements of the Securities Act.

(A) UBS AG and Bank Sarasin & Co. Ltd (together the «Syndicate Banks» and the Issuer have offered or sold
the Bonds, and will offer and sell the Bonds (i) allotted to them for distribution at anytime and (ii) acquired other-
wise until 2 August 2011 (40 days after the Issue Date) (the “Restricted Period”), only in accordance with Rule
903 of Regulation S under the Securities Act.

Terms used in this paragraph (A) have the meanings given to them by Regulation S.

Accordingly, neither the Issuer, the Syndicate Banks and their affiliates nor any persons acting on their behalf have
engaged or will engage in any directed selling efforts with respect to the Bonds, and they have complied and will
comply with the offering restrictions requirement of Regulation S. The said Syndicate Banks have agreed that, at
or prior to confirmation of sale of the Bonds, it will have sent to each distributor, dealer or person receiving a sel-
ling concession, fee or other remuneration that purchases Bonds from them during the Restricted Period, a notice
to substantially the following effect:

“The Bonds covered hereby have not been registered under the Securities Act and may not be offered and sold
within the United States of America or to, or for the account or benefit of U.S. persons (i) allotted to the Banks
as part of their original distribution at any time and (ii) otherwise acquired until 29 August 2011 except in either
case in accordance with Regulation S under the Securities Act. Terms used above have the meanings given to them
by Regulation S.”

(B) The Syndicate Banks have not entered and will not enter into any contractual arrangement (other than this
Agreement) with respect to the distribution or delivery of the Bonds, except with its affiliates or with the prior
written consent of the Issuer.

(C) In addition, each Syndicate Bank:

(1) except to the extent permitted under U.S. Treas. Reg. §1.163-5(c)(2)(i)(D) (the “D Rules”), (a) has neither
offered to sell nor sold, and during the restricted period will neither offer to sell nor sell, the Bonds in bearer form
to a person who is within the United States or its possessions or to a U.S. person, and (b) have not delivered and
will not deliver, within the United States or its possessions, any Bonds in definitive bearer form that may be sold
during the restricted period;

(2) represents and agrees that it has, and throughout the restricted period will have, in effect procedures 
reasonably designed to ensure that its employees or agents who are directly engaged in selling the Bonds in bearer
form are aware that such Bonds may not be offered or sold during the restricted period to a person who is within
the United States or its possessions, or to a U.S. person, except as permitted by the D Rules;

(3) if one or more of the Syndicate Banks is a U.S. person, each such Syndicate Bank represents that it is
acquiring the Bonds in bearer form for the purposes of resale in connection with the original issuance of the Bonds
and if it retains the Bonds in bearer form for its own account, it will only do so in accordance with the require-
ments of U.S. Treas. Reg. §1.163-5(c)(2)(i)(D)(6); and 

(4) with respect to each affiliate that acquires from the Syndicate Banks the Bonds in bearer form for the pur-
pose of offering or selling such Bonds during the restricted period, the Syndicate Banks repeat and confirm the
representations and agreements contained in clauses (1), (2), and (3) on behalf of such affiliate. 

Terms used in this paragraph (C) have the meanings given to them by the U.S. Internal Revenue Code and the
regulations thereunder, including the D Rules.
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European Economic Area

Each Syndicate Bank represents and agrees that it has not offered and will not offer any Bonds to persons in any
Member State of the European Economic Area, except that they may offer Bonds in any Member State:

(i) at any time to a legal entity which is a qualified investor as defined in the Prospectus Directive1; or

(ii) at any time to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of
the 2010 PD Amending Directive2, 150 natural or legal persons (other than qualified investors as defined in
the Prospectus Directive). as permitted under the Prospectus Directive, subject to obtaining the prior consent
of the relevant Bank or Banks nominated by the Company for any such offer; or

(iii) in any circumstances which do not require the publication by the Issuer of a prospectus pursuant to Article
3(2) of the Prospectus Directive.

For the purposes of this provision, the expression “offer” in relation to any Bonds in any Member State means the
communication in any form and by any means of sufficient information on the terms of the offer and the Bonds
to be offered so as to enable an investor to decide to purchase or subscribe the Bonds, as the same may be varied
in that Member State by any measure implementing the Prospectus Directive in that Member State.

United Kingdom

Each Syndicate Bank represents and agrees that (i) it has not offered or sold and, prior to the date six months after
the date of the issue of the Bonds, will not offer or sell any Bonds to persons in the United Kingdom except to
persons whose ordinary activities involve them in acquiring, holding, managing or disposing of investments (as
principal or agent) for the purpose of their business or otherwise in circumstances which have not resulted and
will not result in an offer to the public in the United Kingdom within the meaning of the Public Offers of Securities
Regulations 1995; (ii) it has complied and will comply with all applicable provisions of the Financial Services and
Markets Act 2000 (the “FSMA”) with respect to anything done by it in relation to the Bonds in, from or other-
wise involving the United Kingdom; and (iii) it has only communicated or caused to be communicated and it will
only communicate or cause to be communicated any invitation or inducement to engage in investment activity
(within the meaning of section 21 of the FSMA) received by it in connection with the issue or sale of such Bonds
in circumstances in which section 21(1) of the FSMA does not apply to the Issuer. 
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1 Prospectus Directive means Directive 2003/71/EC. 
2 2010 PD Amending Directive means Directive 2003/71/EC as amended by Directive 2010/73/EC.
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RISK FACTORS

The Issuer and the 403-Statement Provider believe that the following factors may affect their ability to fulfil their
obligations under the Bonds and the 403-Statement respectively. Most of these factors are contingencies which
may or may not occur and the Issuer and 403-Statement Provider are not in the position to express a view on the
likelihood of any such contingency occurring. In addition, factors which are material for the purpose of assessing
the market risks associated with the Bonds are also described below. 

The Issuer and the 403-Statement Provider believe that the factors described below represent all material risks
inherent in investing in the Bonds. Prospective investors should also read the detailed information set out
elsewhere in this prospectus (the «Prospectus») prior to making any investment decision.

Before making an investment decision with respect to the Bonds, prospective investors should consult their own
stockbroker, bank manager, lawyer, accountant or other financial, legal and tax advisers and carefully review the
risks entailed by an investment in the Bonds and consider such an investment decision in the light of the prospect-
ive investor’s personal circumstances.

The 403-Statement Provider is the holding company of the Issuer and is non operational. The business of the 403-
Statement Provider is similar to that of the Issuer. As a consequence, the risk factors below apply mutatis mutandis
to the 403-Statement Provider. For purposes of these Risk factors only, and to the extent relevant, references to
the Issuer are deemed to be references to the 403-Statement Provider as well.

Risks related to the Issuer

The business of the Issuer is primarily concentrated in the Netherlands

The Issuer generates most of its income in the Netherlands and is therefore particularly exposed to the economic
and business conditions in the Netherlands. These conditions include changing economic cycles that affect
demand for insurance products. Economic conditions in the Netherlands have been difficult. Due to the credit
crisis in the past three years, the Dutch gross domestic product (“GDP”) slowed to -3.9% in 2009 compared to
2.6% in 2008, while in 2010 the GDP increased by 1.7%. Any deterioration in or merely a long-term persistence
of, the difficult economic environment in the Netherlands could negatively affect the demand for insurance pro-
ducts and services of the Issuer.

Integration risks following mergers

Between 30 June 2008 and 1 November 2009, the Issuer merged with several entities. As a consequence, the
businesses, systems and/or processes of such entities have been or currently still need to be integrated into the
business of the Issuer. Any failure to successfully integrate the businesses, systems and/or processes of such enti-
ties could lead to a potential loss of customers and/or key employees or announced synergy advantages might not
be realised. This in turn could have a material adverse effect on the Issuer. Additionally, unexpected risks or liab-
ilities relating to the entities with whom the Issuer merged could adversely affect the Issuer.

The extensive network of intermediaries of the Issuer is its most important distribution channel and
the Issuer may be unable to maintain a competitive distribution network

The Issuer uses a variety of distribution channels in the Netherlands for the marketing and offering of its insurance
products and services, including the internet, call centres, intermediaries and partnerships (special distribution).

Substantially more than half of the distribution of the Issuer originates from distribution of its products and ser-
vices by intermediaries who may also offer competitors’ products and services. As a result, the success of the Issuer
through these distribution channels depends on the preferences of these intermediaries for the products and ser-
vices of the Issuer. Intermediaries’ preferences are determined not only by the level of compensation offered, but
also by product quality, the services offered to customers and the support services. The Issuer may not succeed in
continuing to provide sufficient incentives to intermediaries to market its products and services successfully.

In seeking to attract and retain productive intermediaries, the Issuer competes with other financial institutions pri-
marily on the basis of its support services, product features, financial position, and compensation. The Issuer may
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not continue to succeed in attracting and retaining new (productive) intermediaries or maintaining the current
quality and/or quantity of its distribution networks. 

The Issuer is exposed to the level of interest rates

The level of interest rates and changes in prevailing interest rates (including changes in the difference between
the levels of prevailing short- and long-term interest rates) could adversely affect the results of the Issuer.

The insurance investment portfolio of the Issuer consists primarily of fixed income securities. The short-term
impact of interest rate fluctuations on the insurance business of the Issuer may be reduced in part by products
designed to partly or entirely transfer the Issuer’s exposure to interest rate movements to the policyholder. While
product design and hedging reduce the exposure of the Issuer to interest rate volatility, changes in interest rates
(predominantly changes in long-term interest rates) will impact its business to the extent they result in changes to
current interest income, impact the value of the fixed income portfolio of the Issuer, or affect the levels of new
product sales.

A decrease in the long-term interest rate primarily adversely affects the values of the Issuer’s liabilities under tra-
ditional life contracts, as liabilities are discounted using market interest rates for supervisory reporting and/or
financial reporting. This negative effect is partly offset by the simultaneous increase in the market value of fixed
income assets. The net effect on the net asset value/surplus depends on the duration and volume matching of
assets and liabilities as well as derivatives. As with falling equity values, a decrease in the interest rates also requires
an addition to provisions for guarantees in life insurance policies, as the guarantees become more valuable for
policyholders. The Issuer therefore attempts to match liabilities with assets that have sensitivities to interest rates
that are the same as, or similar to, those of these liabilities. However to the extent that the Issuer is unable to
match or chooses not to completely match liabilities with assets that have the same or similar levels of interest
rate sensitivity, there could be a gap between the movement of the Issuer’s assets and liabilities as interest rates
change. Interest rate fluctuations could therefore have a material adverse effect on the Issuer’s business, revenues,
results and financial condition.

In periods where interest rates are higher than the current interest rates and in periods of increasing longterm
interest rates, the market value of fixed income assets and/or interest rate derivatives of the Issuer may continue
to decrease, unlike the liabilities. As the Issuer has to maintain a minimum level of technical provisions for its liab-
ilities pursuant to Applicable Capital Adequacy Regulations, there could be a gap between the interest rate sen-
sitivity of the Issuer’s liabilities and the interest rate sensitivity of the Issuer’s assets, which may be difficult to hedge
effectively.

Furthermore, in periods where interest rates are higher than the current interest rates and in periods of increasing
long-term interest rates, the market value of fixed income assets and/or interest rate derivatives of the Issuer may
continue to decrease, whereas the minimum level of regulatory required capital may increase. As the Issuer anti-
cipates it has to maintain a minimum level of capital in the future as prescribed by future Applicable Capital
Adequacy Regulations, there could be an interest rate sensitivity of net assets over the regulatory minimum cap-
ital requirement which may be difficult to hedge effectively. 

The future results of insurance operations of the Issuer are impacted by the level of the interest rates. A prolonged
period with low yields could harm the ability to create value in the life insurance operations. Even if premiums
would increase after a certain period, the transition period would be associated with lower than expected earn-
ings.

If the results of the Issuer are adversely affected by the level of interest rates or for other reasons, this could also
adversely affect the rights of policyholders to receive additional benefit payments over and above any insured or
guaranteed capital (‘profit sharing policies’). Profit sharing policy holders occasionally complain about profit
sharing policies issued by the Issuer or any of its legal predecessors, or start legal proceedings, often due to the
fact that the applicable policy conditions do not contain a definition of profit (See also ‘Litigation or other pro-
ceedings or actions may adversely affect the business, financial condition and results of operations of the Issuer’). 

The Issuer faces substantial competitive pressures which could adversely affect its results of operations

There is substantial competition in the Netherlands for the types of insurance products and services that the Issuer
provides. The Issuer faces competition from numerous companies such as Delta Lloyd, ASR, Nationale
Nederlanden, Achmea and AEGON N.V. If the Issuer is unable to offer competing attractive products and services
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that are profitable, it may lose market share or incur losses on some or all of its activities. Consumer demand,
technological changes, regulatory actions and other factors also affect competition. Competitive pressures could
result in increased pricing pressures, particularly as competitors seek to win market share, and may harm the ability
of the Issuer to maintain or increase profitability.

Market conditions can adversely affect the results of the Issuer

The business segment of the Issuer is affected by market conditions, which can cause results to fluctuate from
year to year as well as on a long-term basis. These market conditions include, without limitation, fluctuations in
interest rates, monetary policy, a decline in the securities markets or poor investment performance, consumer and
business spending and demographics. These market conditions also include insurance industry cycles, such as
changes with respect to mortality and longevity. If any such market conditions were to occur and persist, the
results of the Issuer could be adversely affected.

While the Issuer manages its operational risks, these risks remain an inherent part of its business 

The operational risks that the Issuer faces include the possibility of inadequate or failed internal or external
processes or systems, human error, regulatory breaches, employee misconduct or external events, such as fraud.
These events may result in financial loss and may harm the reputation of the Issuer. Additionally, the loss of key
personnel could adversely affect its operations and results. 

The Issuer attempts to keep operational risks at appropriate levels by maintaining a well controlled environment
in light of the characteristics of its business, the markets and the regulatory environments in which it operates.
While these control measures mitigate operational risks, they do not eliminate them.

The Issuer faces liquidity risk

Liquidity risk arises if the Issuer would not be able to comply with current or contingent liabilities at their due date.
It consists of (i) a funding risk, i.e. the risk that the Issuer cannot meet any scheduled or unexpected demand for
cash from policyholders or other contracting parties and (ii) a market liquidity risk, i.e. the risk that the Issuer is
not able to convert assets in cash as a result of unfavourable market conditions or a market disruption.

The Issuer is exposed to financial risks, including counterparty exposure, and risks concerning the 
adequacy of its credit provisions

The Issuer is exposed to general credit risks. Third parties that owe the Issuer money, securities or other assets may
not pay or perform under their obligations. These parties may include customers, the issuers whose securities are
being held by the Issuer, trading counterparties, counterparties under swaps and other derivative contracts,
clearing agents, exchanges, clearing houses and other financial intermediaries. These parties may default on their
obligations to the Issuer due to bankruptcy, lack of liquidity, downturns in the economy or real estate values, oper-
ational failure or other reasons.

The business of the Issuer is also subject to risks that have their impact on the adequacy of its credit provisions.
These provisions relate to the possibility that a counterparty may default on its obligations to the Issuer which arise
from financial transactions. Depending on the actual realisation of such counterparty default, the current credit
provisions may prove to be inadequate. If future events or the effects thereof do not fall within any of the assump-
tions, factors or assessments used by the Issuer to determine its credit provisions, these provisions could be in-
adequate.

The rates and prices issued by subsidiaries of the Issuer are agreed on the basis of theoretical rates. These rates
and prices include a fee for expected risks, the cost of shareholders’ equity and loan capital and management
expenses. An example of such a price risk is the mortality risk in a life insurance policy. The structure of the share-
holders’ equity and the funding also affect the theoretical pricing. The actual pricing towards clients is determined
on the basis of the advice of pricing committees, with account being taken of market conditions, in addition to
the theoretical price.

The Issuer may transfer its exposure to certain risks in the insurance business to third parties through reinsurance
arrangements. Under these arrangements, other insurers assume a portion of the potential losses and expenses
associated with reported and unreported losses in exchange for a portion of policy premiums. The availability,
amount and cost of reinsurance depend on general market conditions and may vary significantly. Any decrease in
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the amount of the Issuer’s reinsurance may increase the Issuer’s risk of loss. When reinsurance is obtained, the
Issuer will still be liable for those transferred risks if the reinsurer cannot meet its obligations. Therefore, the
inability of the Issuer’s reinsurers to meet their financial obligations could materially affect the results of operations
of the Issuer. Although the Issuer conducts a periodic review of the financial statements and reputations of its 
reinsurers, these reinsurers may become financially unsound by the time they are called upon to pay amounts due,
which may not occur for many years.

The Issuer may be exposed to failures in its risk management systems

The Issuer invests substantial time and effort in its strategies and procedures for managing not only credit risk, but
also other risks, such as strategic risk, market risk, liquidity risk, operational risk and conduct of business risk. These
strategies and procedures could nonetheless fail or not be fully effective under some circumstances, particularly if
the Issuer is confronted with risks that it has not fully or adequately identified or anticipated. Some of the methods
of the Issuer for managing risk are based upon observations of historical market behaviour. Statistical techniques
are applied to these observations in order to arrive at quantifications of some of the risk exposures of the Issuer.
These statistical methods may not accurately quantify the risk exposure of the Issuer if circumstances arise which
were not observed in its historical data.

For example, as the Issuer offers new products or services, the historical data may be incomplete or not accurate
for such new insurance products or services. As the Issuer gains more experience it may need to make additional
provisions.

If circumstances arise which the Issuer did not identify, anticipate or correctly evaluate in developing its statistical
models, its losses could be greater than the maximum losses envisaged by it. Furthermore, the quantifications do
not take all risks or market conditions into account. If the measures used to assess and mitigate risk prove insuf-
ficient, the Issuer may experience unanticipated losses.

Catastrophic events, terrorist attacks and similar events could have a negative impact on the business
and results of the Issuer

Catastrophic events, terrorist attacks and similar events, as well as the responses thereto may create economic and
political uncertainties, which could have a negative impact on economic conditions in the regions in which the
Issuer operates and, more specifically, on the business and results of the Issuer in ways that cannot be predicted.

The insurance business of the Issuer is subject to the risk of claims resulting from major (catastrophic) events, like
a plane crash or a pandemic. The Issuer has mitigated the catastrophe risk by ceding the insurance risk (above a
certain level) to a panel of reinsurance companies, each with a minimum credit rating of ‘A’ by S&P. 

The Issuer operates in industries that are highly regulated. There could be an adverse change or
increase in the financial services laws and/or regulations governing its business, including changes in
tax law. There are frequent investigations by supervisory authorities, both into the industry and into
the Issuer, which could result in governmental enforcement actions

The Issuer conducts its business subject to ongoing regulatory and associated risks, including the effects of
changes in law, regulations, and policies in the Netherlands and any other jurisdiction in which it conducts its busi-
ness. The timing and form of future changes in regulation are unpredictable and beyond control of the Issuer and
changes made could materially adversely affect its business.

The business of the Issuer is regulated and supervised by several Dutch supervisory authorities. The Issuer is
required to hold licenses for its operations and is subject to regulation and supervision by authorities in the
Netherlands (such as De Nederlandsche Bank, “DNB”) and in all other jurisdictions in which it operates. Laws and
regulations applied at national level generally grant supervisory authorities broad administrative discretion over the
activities of the Issuer, including the power to limit or restrict business activities. It is possible that laws and regu-
lations governing the business of the Issuer or particular products and services could be amended or interpreted
in a manner that is adverse to the Issuer, for example, to the extent that existing laws and regulations are amended
or future laws and regulations are adopted that (i) reduce or restrict the sale of the products and services that the
Issuer offers, whether existing or new, or (ii) negatively affect the performance of the products and services the
Issuer offers, whether existing or new. The revenues and costs of the Issuer, profitability and available or required
regulatory capital could also be affected by an increase or change in the degree of regulation in any of the mar-
kets in which the Issuer operates, whether existing or new. Due to the complexity of the regulatory environment
in which the Issuer operates, it will entail more costs to ensure that the Issuer is, and will continue to be, in com-
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pliance with all applicable laws and regulations at all times, to the extent that the volume of regulation increases
and the scope of the activities changes.

Furthermore, laws and regulations grant supervisory authorities the authority to perform investigations into,
among other things, the compliance with specific regulations by the industry and/or the Issuer. Such investigations
into financial services groups, including the group to which the Issuer belongs, are on-going. Current and future
investigations by supervisory authorities, in particular in the context of, but not limited to, market conduct super-
vision, could result in sanctions in the event of it being found that the Issuer does not or does not fully comply
with applicable laws and regulations. The outcome of such investigations could necessitate the Issuer to take
costly measures. The outcome of such investigations by supervisory authorities could also result in changes in laws
and regulations of the relevant supervisory authority in a manner that is adverse to the Issuer, which could, as indi-
cated above, among other things, reduce or restrict the sale of the products and services that the Issuer offers,
whether existing or new, or negatively affect the performance of the products and services that the Issuer offers,
whether existing or new. The Issuer is the subject of ongoing investigations into certain control frameworks
(beheersingskaders) in the context of market conduct supervision. The outcome of this investigation may damage
the reputation of the industry and of the Issuer. Such investigations may induce the Issuer to change certain of its
operational processes.

If the Issuer is in breach of any laws or regulations now or in the future, the Issuer will be exposed to the risk of
intervention by regulatory authorities, including investigation and surveillance, and judicial or administrative pro-
ceedings. In addition, the reputation of the Issuer could suffer and the Issuer could be fined or prohibited from
engaging in some of its business activities or be sued by customers if it does not comply with applicable laws or
regulations.

The Issuer is exposed to risks of damage to its reputation

The Issuer is exposed to the risk that, among other things, litigation, employee misconduct, operational failures,
outcome of current and future investigations by regulatory authorities and press speculation and the possible neg-
ative publicity resulting therefrom, whether or not founded, will harm its reputation. 

Negative publicity could, for example, be based on allegations that the Issuer does not or does not fully comply
with regulatory requirements or anti-money laundering rules, or could result from negative publicity about a third
party linked to the Issuer (such as an intermediary or a partner) or about politically exposed persons in the cus-
tomer base of the Issuer. Furthermore, negative publicity could result from failures in the information technology
systems of the Issuer, loss of customer data or confidential information, or failure in risk management procedures.
Negative publicity could also, but not exclusively, result from any misconduct or malpractice relating to inter-
mediaries, business promoters or third party managers linked to the Issuer. 

Any resulting damage to the reputation of the Issuer, in particular with a view to its focus on retail customers and
the concentration of its business in the Netherlands, could cause disproportionate damage to its business, regard-
less of whether the negative publicity is factually accurate. Negative publicity could also be repeated by third par-
ties, which could damage the reputation of the Issuer further.

Any damage to the reputation of the Issuer could cause existing customers to withdraw their business from the
Issuer and potential customers to be reluctant or elect not to do business with the Issuer. Furthermore, negative
publicity could result in greater regulatory scrutiny and influence market or rating agency perception of the Issuer,
which may make it more difficult for it to maintain its credit rating. 

In addition, certain of the insurance products and services of the Issuer are distributed through third parties or
form part of broader products and services sold by third parties. Any negative publicity in respect of such third
parties or such broader products and services could result in significant damage to the reputation of the Issuer,
which could in turn greatly hinder its ability to retain clients or compete for new business.

The Issuer is exposed to the risk of a downgrade of any of its credit ratings

The Issuer has been rated A- (negative outlook) by S&P, A3 (stable outlook) by Moody’s and A– (stable outlook)
by Fitch Ratings Ltd (“Fitch”) respectively. The 403-Statement Provider has been rated BBB+ (negative outlook) by
S&P. A downgrade of any of these ratings (for whatever reason) would result in higher funding and refinancing
costs for the Issuer in the capital markets. In addition, a downgrade of any of the Issuer’s ratings may limit its
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opportunities to operate in certain business areas and could have an adverse effect on the Issuer’s image vis-à-vis
the capital markets and its customers.

The performance of the Issuer depends on its ability to accurately price its products and services

The results of operations and financial condition of the Issuer depend, among other things, on its ability to set
rates and prices accurately. Rate adequacy is necessary to generate sufficient premiums to pay losses and expenses
and to earn profits on income. 

The ability of the Issuer to price its products and services accurately is subject to a number of uncertainties. As a
result, rates and prices of products and services may be determined on the basis of inadequate or inaccurate data
or inappropriate analyses, assumptions or methodologies. If the Issuer fails to establish adequate rates and prices
for its products and services, its revenues could decline while its expenses increase resulting in proportionately
greater losses.

Litigation or other proceedings or actions may adversely affect the business, financial condition and
results of operations of the Issuer

The Issuer faces significant legal risks in the conduct of its business. In the Netherlands, the number and size of
claims that are the subject of litigation, regulatory proceedings and other adversarial proceedings (including,
without limitation, class actions) against financial institutions are increasing. These legal risks could potentially
involve, but are not limited to, disputes concerning the products and services in which the Issuer acts as principal,
intermediary or otherwise. Increasingly financial institutions are also held liable by customers for actions of inter-
mediaries even if there has been little to no control over the actions of such intermediaries. Also, the Issuer and
companies in the Issuer’s industry are increasingly exposed to collective claims (with or without merit) from groups
of customers or consumer organisations seeking damages for an unspecified or indeterminate amount or
involving novel legal claims. These risks are often difficult to assess or to quantify and their existence and magni-
tude often remain unknown for substantial periods of time. It is inherently difficult to predict the outcome of many
of the pending or future claims, regulatory proceedings and other adversarial proceedings involving the Issuer. The
costs to defend future actions may be significant. There may also be adverse publicity associated with litigation
that could decrease customer acceptance of the Issuer’s products and services, regardless of whether the allega-
tions are valid or whether the Issuer is ultimately found liable. As a result, litigation may adversely affect the
Issuer‘s business, financial condition and results of operations (See also ‘The Issuer is exposed to risks of damage
to its reputation’ and ‘The Issuer is exposed to risks related to the offering of investment insurance policies and
investment pension policies’).

The Issuer is exposed to risks related to the offering of investment insurance policies and investment
pension policies

Apart from the general obligation of contracting parties to provide information, there are several provisions of the
Dutch Financial Supervision Act (“DFSA”) applicable to offerors of insurance products, such as investment insur-
ance policies and investment pension policies. In addition, several codes of conduct apply on a voluntary basis. On
the basis of these provisions, offerors of these products (and intermediaries) have a duty, inter alia, to provide the
customers with accurate, complete and non-misleading information about the product, the costs and the risks
involved. These requirements have become more strict over time. A breach of these requirements may lead to a
claim for damages from the customer on the basis of breach of contract or tort or the relevant contract may be
dissolved (ontbonden) or nullified or the insured may claim set-off or defences against the insurance company.
The merits of such claims will, to a large extent, depend on the manner in which the product was marketed and
the promotional material provided to the insured. Depending on the relationship between the offeror and any
intermediary involved in the marketing and sale of the product, the offeror may be liable for actions of the inter-
mediaries which have led to a claim.

For quite some time the (alleged) non-transparency of and the costs paid for investment insurance policies and
investment pension policies have the wide interest of the public, media, politics and the supervisory authorities.
Recently, a number of insurers have reached settlement agreements with several claimant foundations and organ-
isations and followed a recommendation of the Dutch Association of Insurers (Verbond van Verzekeraars) for com-
pensation of their policy holders for the costs of such investment insurance policies and investment pension poli-
cies respectively. Although most of the policyholders accept such general agreements offered by the relevant SNS
REAAL Group entities, policyholders are not bound by them and still have the possibility to initiate legal proceed-
ings before a civil court in the Netherlands. The outcome of such legal proceedings is uncertain and may lead to
reputational damage and/or direct financial loss.
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The insurance business of the Issuer is subject to risks concerning the adequacy of its technical provi-
sions to cover future losses and benefits

The insurance business of the Issuer is subject to risks that have their impact on the adequacy of its technical pro-
visions. These provisions serve to cover the current and future liabilities (losses less benefits) of the Issuer to its 
policyholders. Depending on the actual realisation of the future liabilities of the Issuer the current technical 
provisions may prove to be inadequate.

The Issuer bases the technical provisions for the insurance business on actuarial practices and assumptions. For
the insurance business of the Issuer these practices and assumptions typically include the assessment of mortality
rates and their observed trends, as well as (guaranteed) interest rates. Other factors the Issuer takes into account
when assessing its technical provisions relate, among other things, to policy holder bonus rates and profit sharing.

If future events or the effects thereof do not fall within or correspond with any such practices, assumptions, fac-
tors or assessments, for example if the actual future mortality rates deviate from those projected, the technical
provisions could be inadequate.

Furthermore, additional losses, of which the Issuer cannot foresee the type or magnitude, may emerge in the
future. These losses could, for example, arise from changes in the legal environment, major medical develop-
ments, or catastrophic events.

The solvency position of the Issuer may have an impact on its business and on its ability to make timely
payments under the Bonds

The Issuer is subject to supervisory and regulatory laws and regulations on the basis whereof it is required to main-
tain a minimum solvency margin and/or capital adequacy ratio. Changes in such supervisory or regulatory laws
and regulations may have a material effect on the business, financial condition and operations of the Issuer and
on payments by the Issuer under the Bonds, including deferral thereof. If a Capital Adequacy Event has occurred
and is continuing on any Interest Payment Date, the Issuer must defer all or part of such Interest Payment, except
if such Interest Payment Date constitutes a Compulsory Interest Payment Date. In addition, the sole shareholder
of the Issuer, REAAL N.V. (“REAAL”), either by itself or on instruction of the holding company of REAAL, SNS
REAAL N.V. (“SNS REAAL”), may resolve to distribute dividends on the shares in the capital of the Issuer, pro-
vided that such distribution is permitted under the then applicable rules and regulations. Any such dividend dis-
tribution or any other upstream distribution may have an adverse effect on the solvency position of the Issuer.
Moreover, the proceeds of the purchase of the core tier 1 securities in SNS REAAL by the Dutch State were passed
on to, amongst others, the Issuer. Any repayment of such proceeds by the Issuer to SNS REAAL in order to enable
SNS REAAL, subject to approval of the Relevant Supervisory Authority, to redeem the core tier 1 securities issued
to the Dutch State, may adversely affect the solvency position of the Issuer. Any such payment may also result in
a Capital Adequacy Event and may cause an Interest Payment Date to constitute a Required Interest Deferral Date
as a consequence of which any Payment shall be deferred, except if such Interest Payment Date constitutes a
Compulsory Interest Payment Date.

Risk of recharacterisation of regulatory capital under Solvency II Directive

The Bonds qualify as additional solvency margin for capital adequacy regulatory purposes pursuant to the DFSA.
The capital adequacy requirements for insurance companies are currently under a fundamental review. Directive
2009/138/EC of the European Parliament and of the Council of 25 November 2009 and the implementing meas-
ures by the European Commission thereunder (the “Solvency II Directive”) provides for a new capital adequacy
regime for insurance companies. It is expected that this new regime will be implemented in the DFSA and become
effective as per 31 October 2012. The implementing measures, however, are still to be drawn up and are not
known at this stage. Any such implementing measures could have an adverse effect on the Bonds as a conse-
quence of which any such implementing measure could adversely affect the interests of the Bondholders. In par-
ticular, any implementing measure could cause any payment on the Bonds to result in the occurrence of a Capital
Adequacy Event following which the Issuer would be required to defer interest payments and/or to suspend pay-
ments of principal if the regulatory capital (or any equivalent terminology employed by the then Applicable Capital
Adequacy Regulations) of the Issuer is not sufficient to cover its capital adequacy requirements or if any such
interest payment or redemption of the Bonds would only be permitted subject to the prior approval of the
Relevant Supervisory Authority if required pursuant to the then Applicable Capital Adequacy Regulations in order
to qualify as regulatory capital. “Applicable Capital Adequacy Regulations” means (i) the solvency margin,
capital adequacy regulations or any other regulatory capital rules applicable to the Issuer from time to time pur-
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suant to Dutch law and/or the laws of any other relevant jurisdiction and which lay down the requirements to be
satisfied by financial instruments to qualify as solvency margin or additional solvency margin or regulatory capital
(or any equivalent terminology employed by the then Applicable Capital Adequacy Regulations) and/or (ii) regu-
latory rules relating to the technical facilities and/or statutory liquidity requirements or any other capital adequacy
regulations applicable to the Issuer from time to time pursuant to Dutch law and/or the laws of any other relev-
ant jurisdiction, each as applied and construed by the Relevant Supervisory Authority and applicable to the Issuer.

Risks related to the 403-Statement

The rights of the Bondholders under the 403-Statement are limited and the 403-Statement may be
revoked at any time

REAAL has provided a 403-Statement for the Issuer on 23 December 2008. In this guarantee REAAL declares itself
to be jointly and severally liable for legal acts executed by the Issuer. A copy of this guarantee can be obtained at
the Commercial Register of the Chamber of Commerce for the Central Netherlands (Handelsregister van de Kamer
van Koophandel voor Midden-Nederland). Contrary to the content of the 403-Statement, the 403-Statement
Provider is not jointly and severally liable for the obligations of the Issuer under the Bonds because the rights of
the Bondholders in respect of the 403-Statement Provider are contractually limited in the Conditions. As such, a
Bondholder only has a claim against the 403-Statement Provider if and to the extent that the Issuer is in default
under its obligations against the Bondholder pursuant to Condition 7. REAAL is a holding company and non oper-
ational itself. As such, if the Issuer defaults under the Bonds in accordance with Condition 7, the 403-Statement
Provider depends on the activities of its subsidiaries to satisfy a claim under the 403-Statement. A claim under the
403-Statement would therefore result in limited recourse, because performance by the 403-Statement Provider
may be dependent on the Issuer itself, which was not able to perform in the first place because otherwise the
Bondholder could not have claimed performance by the 403-Statement Provider. Additionally, REAAL may revoke
the 403-Statement at any time. The Bonds issued prior to such revocation date will continue to have the benefit
of the 403-Statement, except if, subject to satisfaction of the conditions as described in Book 2, Section 404 of
the Dutch Civil Code, among which is the non-occurrence of a timely and validly lodged objection of a
Bondholder, the 403-Statement Provider terminates its obligations under the Bonds issued prior to the revocation
date.

The Issuer’s and the 403-Statement Provider’s obligations under the Bonds are subordinated

The rights and claims of the Bondholders under the Bonds are direct, unsecured and subordinated to the claims
of Senior Creditors of the Issuer or the 403-Statement Provider, as the case may be, present and future. “Senior
Creditors” means present and future creditors of the Issuer or the 403-Statement Provider, as the case may be,
(a) who are unsubordinated creditors of the Issuer or the 403-Statement Provider, as the case may be, including,
for the avoidance of doubt, any policyholders of the Issuer or the 403-Statement Provider, as the case may be, (b)
whose claims are, or are expressed to be, subordinated (whether only in the event of the winding-up (faillissement
of vereffening na ontbinding) of the Issuer or the 403-Statement Provider, as the case may be, or otherwise) to
the claims of unsubordinated creditors of the Issuer or the 403-Statement Provider, as the case may be, but are
expressly required to rank senior to the Bonds by mandatory provisions of law, or (c) who are subordinated cred-
itors of the Issuer or the 403-Statement Provider, as the case may be, other than those whose claims are, or are
expressed to rank, pari passu with, or junior to, the claims of the Bondholders including, for the avoidance of
doubt, those whose claims relate to distribution on any and all classes of share capital of the Issuer or the 403-
Statement Provider, as the case may be. By virtue of such subordination, Payments (as defined below) to a
Bondholder will, in the event of liquidation or bankruptcy of the Issuer or the 403-Statement Provider, as the case
may be, or in the event of a moratorium with respect to the Issuer or the 403-Statement Provider, as the case may
be, only be made after, and any set-off by a Bondholder shall be excluded until, all obligations of the Issuer or the
403-Statement Provider, as the case may be, resulting from deposits, unsubordinated claims with respect to the
repayment of borrowed money and other unsubordinated claims have been satisfied. A Bondholder may there-
fore recover less than the holders of deposit liabilities or the holders of other unsubordinated liabilities of the
Issuer.

Although the Bonds may pay a higher rate of interest than comparable securities which are not subordinated,
there is a real risk that an investor in the Bonds will lose all or some of his or her investment should the Issuer
become insolvent.
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Risks related to the Bonds

Limitations in rights of Bondholders

The rights of Bondholders are limited in certain respects. In particular, (i) under circumstances, redemption of the
Bonds pursuant to Condition 5 may only be effected after the Issuer has obtained the written approval of the
Relevant Supervisory Authority if required pursuant to the then Applicable Capital Adequacy Regulations in order
to qualify as regulatory capital, (ii) the Issuer must obtain the prior written approval of the Relevant Supervisory
Authority if required pursuant to the then Applicable Capital Adequacy Regulations in order to qualify as regula-
tory capital before effecting any repayment of Bonds following an event of default and (iii) the Bondholders do
not have the right to institute winding-up proceedings (faillissement of vereffening na ontbinding) against the
Issuer. See Conditions 5, 7 and 8 for further details.

On any Optional Interest Payment Date the Issuer may elect to defer payment of the Interest accrued

On any Interest Payment Date other than a Compulsory Interest Payment Date or a Required Interest Deferral
Date, the Issuer may elect to defer payment of Interest accrued up to that date in respect of the Bonds.

Required Interest Deferral Date

If a Capital Adequacy Event has occurred and is continuing on any Interest Payment Date, the Issuer shall defer
all (or part of the) interest on such Interest Payment Date and the Issuer shall not have any obligation to make
such Interest Payment, unless the Interest Payment Date constitutes a Compulsory Interest Payment Date. Any
payment of Arrears of Interest shall become due and payable in full on whichever is the earliest of (a) the first suc-
ceeding Compulsory Interest Payment Date, (b) the date of any redemption or substitution of the Bonds in accord-
ance with Condition 5, and (c) the date upon which any order is made or any request is granted for the imposi-
tion of emergency regulations (noodregeling) under the DFSA, bankruptcy (faillissement) of the Issuer or an order
is made or an effective resolution is passed for the dissolution (ontbinding) and subsequent liquidation of the
Issuer.

The Bonds will bear an Interest Rate as per the First Call Date based on the 5 year CHF Mid Swap Rate

As per the First Call Date the Bonds will bear an interest rate based on the 5 year CHF Mid Swap Rate plus a
margin of 562.5 bps. As the 5 year CHF Mid Swap Rate is not known to the Issuer at the date of this Prospectus,
the Interest Rate applicable to the Bonds following the First Call Date may be lower than the prevailing Fixed
Interest Rate prior to the First Call Date. As a consequence, the Interest Rate in respect of the Bonds following the
First Call Date may be less favourable than the prevailing Interest Rate in respect of the Bonds prior to the First
Call Date.

The Bonds are subject to optional redemption by the Issuer

Unless previously redeemed in full, the Issuer will have the option to redeem all of the Bonds on the First Call Date
or on any Interest Payment Date thereafter at their principal amount outstanding, together with accrued and
unpaid interest and any Arrears of Interest, subject to and in accordance with the Condition 5. Additionally, at any
time prior to the First Call Date, the Issuer may elect to redeem the Bonds, subject to the Conditions, in case of a
Tax Event, Regulatory Event and a Rating Agency Event. Any early redemption of the Bonds will be subject to the
prior approval of the Relevant Supervisory Authority, if required pursuant to the then Applicable Capital Adequacy
Regulations in order to qualify as regulatory capital. 

An optional redemption feature is likely to limit the market value of the Bonds. During any period when an Issuer
may elect to redeem the Bonds, the market value of those Bonds generally will not rise substantially above the
price at which they can be redeemed. This may also be true prior to any redemption period. 

The Issuer may be expected to redeem the Bonds when its cost of borrowing is lower than the Applicable Interest
Rate on the Bonds. At those times, an investor generally would not be able to reinvest the redemption proceeds
at an effective interest rate as high as the Applicable Interest Rate on the Bonds being redeemed and may only
be able to do so at a significantly lower rate. Potential investors should consider reinvestment risk in light of other
investments available at that time.
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There is no limitation on issuing debt by the Issuer

There is no restriction on the amount of debt which the Issuer may issue which ranks senior to the Bonds or on
the amount of securities which the Issuer may issue which ranks pari passu with the Bonds. The issue of any such
debt or securities may reduce the amount recoverable by Bondholders upon a winding-up (faillissement of veref-
fening na ontbinding) of the Issuer or may increase the likelihood of a deferral of payments under the Bonds.

Set-off risk

Subject to applicable law, no Bondholder may exercise or claim any right of set-off in respect of any amount owed
to it by the Issuer arising under or in connection with the Bonds and each Bondholder shall, by virtue of being a
Bondholder, be deemed to have waived all such rights of set-off.

General risks

The value of the Bonds may be influenced by national and international political, economical, social, environ-
mental circumstances and developments.

Change of law and jurisdiction

The conditions of the Bonds are governed by Netherlands law in effect as at the date of this Prospectus. No assur-
ance can be given as to the impact of any possible judicial decision or change to Netherlands law or administrat-
ive practice after the date of this Prospectus.

Prospective investors should note that the courts of the Netherlands shall have jurisdiction in respect of any dis-
putes involving the Bonds. Bondholders may take any suit, action or proceedings arising out of or in connection
with the Bonds against the Issuer in any court of competent jurisdiction. The laws of the Netherlands may be
materially different from the equivalent law in the home jurisdiction of prospective investors in its application to
the Bonds.

Credit ratings may not reflect all risks

Credit ratings may not reflect all risks and the methodologies of determining credit ratings may be changed from
time to time leading to potential downgrades.

It is expected that Moody’s and S&P will assign a credit rating to the Bonds. The ratings may not reflect the poten-
tial impact of all risks related to structure, market, additional factors discussed above, and other factors that may
affect the value of the Bonds. A credit rating is not a recommendation to buy, sell or hold securities and may be
revised or withdrawn by the rating agency at any time. There is no assurance that the rating will remain for any
given period of time or that the rating will not be lowered or withdrawn by each of the Rating Agencies if, in its
judgement, circumstances in the future so warrant.

Such change may, among other factors, be due to a change in the methodology applied by each of the Rating
Agencies to rating securities with similar structures to the Bonds, as opposed to any revaluation of the Issuer’s
financial strength or other factors such as conditions affecting the financial services industry generally.

In the event a rating assigned to the Bonds or the Issuer is subsequently lowered for any reason, the market value
of the Bonds is likely to be adversely affected, but no person or entity is obliged to provide any additional support
or credit enhancement with respect to the Bonds.

Exchange rate risks and exchange controls

The Issuer will pay principal and interest on the Bonds in Swiss francs. This presents certain risks relating to cur-
rency conversions if an investor’s financial activities are denominated principally in a currency or currency unit (the
“Investor’s Currency”) other than Swiss francs. These include the risk that exchange rates may significantly
change (including changes due to devaluation of the Swiss franc or revaluation of the Investor’s Currency) and the
risk that authorities with jurisdiction over the Investor’s Currency may impose or modify exchange controls. An
appreciation in the value of the Investor’s Currency relative to the Swiss franc would decrease (i) the Investor’s
Currency-equivalent yield on the Bonds, (ii) the Investor’s Currency-equivalent value of the principal payable on
the Bonds and (iii) the Investor’s Currency-equivalent market value of the Bonds.
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Government and monetary authorities may impose (as some have done in the past) exchange controls that could
adversely affect an applicable exchange rate. As a result, investors may receive less interest or principal than
expected, or no interest or principal at all.

Uncertainty as to the trading market for the Bonds

The Issuer has applied for the Bonds to be admitted to listing and trading on the SIX Swiss Exchange. The Bonds
are securities for which there is currently no trading market and for which there can be no assurance of future 
liquidity. Therefore, investors may not be able to sell their Bonds easily or at prices that will provide them with a
yield comparable to similar investments that have a developed secondary market. In addition, to the extent that
the Bonds are traded, prices of the Bonds may fluctuate greatly depending on the trading volume and the 
balance between buy and sell orders.

The Bonds will be held in global form

The Permanent Global Bond will be held by SIX SIS Ltd («SIS»). For as long as any Bond is represented by a
Permanent Global Bond held by SIS payments of principal, interest and any other amounts on a Permanent Global
Bond will be made through SIS. 

Bonds which are represented by a Permanent Global Bond will be transferable only in accordance with the rules
and procedures for the time being of SIS and of the Terms & Conditions of the Bonds.

The Bondholders will be dependent upon Nominee Arrangements

Where a nominee service provider is used by an investor to hold the relevant Bonds or such investor holds inter-
ests in the Bonds through accounts with a book-entry system (such as Euroclear, Clearstream, Luxembourg or SIS),
such investor will receive payments in respect of principal, Interest or any other amounts due, as applicable, solely
on the basis of the arrangements entered into with the relevant nominee service provider or book-entry system,
as the case may be. Furthermore, such investor must rely on the relevant nominee service provider or book-entry
system to distribute all payments attributable to the relevant Bonds which are received from the Issuer.
Accordingly, such an investor will be exposed to the credit risk of, and default risk in respect of, the relevant nom-
inee service provider or book-entry system, as well as the Issuer.

For the purposes of (a) distributing any notices to Bondholders, and (b) recognising Bondholders for the purposes
of attending and/or voting at any meetings of Bondholders, the Issuer will recognise as Bondholders only those
persons who are at any time shown as accountholders in the records of Euroclear, Clearstream, Luxembourg, or
SIS as persons holding an interest in the Bonds. Accordingly, an investor must rely on the nominee service provider
who is the accountholder with the relevant book-entry system through which the investor made arrangements to
invest in the Bonds (and, if applicable, the domestic book-entry system through which the Bonds are held), to for-
ward notices received by the nominee service provider from Euroclear, Clearstream, Luxembourg, and/or SIS and
to timely return the investor’s voting instructions or voting certificate application to Euroclear, Clearstream,
Luxembourg, and/or SIS. Accordingly, such an investor will be exposed to the risk that the relevant nominee service
provider or book-entry system may fail to pass on the relevant notice to, or fail to take relevant instructions from,
the investor.

In addition, such a Bondholder will only be able to sell any Bond held by it prior to its Redemption, if any,  with
the assistance of the relevant nominee service provider.

None of the Issuer, any of the Joint Lead Managers or the Principal Paying Agent shall be responsible for the acts
or omissions of any relevant nominee service provider or book-entry system nor makes any representation or war-
ranty, express or implied, as to the services provided by any relevant nominee service provider or book-entry
system.

Legal investment considerations may restrict certain investments

The investment activities of certain investors are subject to securities laws and regulations and review or regula-
tion by certain authorities. Each potential investor should consult its legal adviser to determine whether and to
what extent (i) the Bonds are legal investments for the investor, (ii) the Bonds can be used as collateral for various
types of borrowing and (iii) the other restrictions which apply to purchase or pledge of any Bonds by an investor.
Financial institutions should consult their legal advisers or the appropriate regulators to determine the appropriate
treatment of Bonds under any applicable risk-based capital or similar rules.
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Modification, waivers and substitution

The Conditions contain provisions for calling meetings of Bondholders to consider matters affecting their interests
generally. These provisions permit defined majorities to bind all Bondholders including Bondholders who did not
attend and vote at the relevant meeting and Bondholders who voted in a manner contrary to the majority.

In case of a Tax Event, a Regulatory Event or a Rating Agency Event, the Issuer may in its sole discretion, and
without the Bondholders’ consent, opt for an alternative to redemption by either (i) substituting the Bonds for
new bonds or (ii) by amending the Conditions of the Bonds, provided that such alternative is not prejudicial to
the interests of the Bondholders. Nonetheless, it is possible that any modified or substituted Bonds will contain
conditions that are contrary to the investment criteria of certain investors. Any resulting sale of the Bonds, or of
the modified or substituted Bonds, may be adversely affected by market perception of, and price movements in,
the terms of the modified or substituted Bonds.

The Conditions also provide that the Issuer and the Principal Paying Agent may, without the consent of
Bondholders, agree to certain modifications of the Conditions, in the circumstances described in Condition 11.
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GENERAL INFORMATION

Notice to investors

This Prospectus should be read and understood in accordance with any amendment or supplement hereto and
with any other documents incorporated by reference herein.

The Issuer and the 403-Statement Provider will furnish a supplement to this Prospectus in case of any significant
new factor, material mistake or inaccuracy relating to the information contained in this Prospectus which is
capable of affecting the assessment of the Bonds and which arises or is noticed between the time when this
Prospectus has been signed and the Issue Date. 

No person has been authorised to give any information or to make any representation not contained in or not
consistent with this Prospectus, any amendment or supplement thereto, any document incorporated by reference
herein, or any other information supplied in connection with the Offering and, if given or made, such informa-
tion or representation must not be relied upon as having been authorised by the Issuer, the 403-Statement
Provider or any of the Joint Lead Managers. The delivery of this Prospectus shall not, under any circumstances,
create any implication that there has been no change in the affairs of the Issuer or the 403-Statement Provider
since the date hereof or that there has been no adverse change in the financial position of the Issuer or the 403-
Statement Provider since the date hereof or that the information contained in it or any other information supplied
in connection with the Bonds is correct as of any time subsequent to the date on which it is supplied or, if differ-
ent, the date indicated in the document containing the same.

The Bonds have not been and will not be registered under the Securities Act and are subject to U.S. tax law requi-
rements. Subject to certain exceptions, the Bonds may not be offered, sold or delivered within the United States
or to U.S. persons (as defined in the Securities Act). For a further description of certain restrictions on the Offering
and sale and transfer of the Bonds and on distribution of this document, see ‘Selling Restrictions’ on pages 2 
and 3.

Neither this Prospectus nor any other information supplied in connection with the Offering should be considered
as a recommendation by the Issuer, the 403-Statement Provider or any of the Syndicate Banks that any recipient
of this Prospectus or any other information supplied in connection with the Offering should purchase any Bonds.
Accordingly, no representation, warranty or undertaking, express or implied, is made by any of the Syndicate
Banks in their capacity as such. Each potential investor in the Bonds must determine the suitability of that invest-
ment in light of its own circumstances. In particular, each potential investor should:

(i) have sufficient knowledge and experience to make a meaningful evaluation of the Bonds, the merits and
risks of investing in the Bonds (including an evaluation of the financial condition, creditworthiness and affairs
of the Issuer and the 403-Statement Provider) and the information contained or incorporated by reference
in this Prospectus and any supplements;

(ii) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular
financial situation, an investment in the Bonds and the impact the Bonds will have on its overall investment
portfolio;

(iii) have sufficient financial resources and liquidity to bear all of the risks of an investment in the Bonds, includ-
ing where the currency for principal or Interest Payments is different from the potential Investor’s Currency;

(iv) understand thoroughly the terms of the Bonds and be familiar with the behaviour of any relevant indices
and financial markets;

(v) be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for economic, inter-
est rate and other factors that may affect its investment and its ability to bear the applicable risks (including,
without limitation, those described in Risk Factors above); and

(vi) consider the tax consequences of investing in the Bonds and consult their tax adviser about their own tax
situation. See also Condition 9.
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The distribution of this Prospectus and the offer, transfer or sale of the Bonds may be restricted by law in certain
jurisdictions. Persons into whose possession this Prospectus comes must inform themselves about, and observe,
any such restrictions. See ‘Selling Restrictions’ on pages 2 and 3.

This Prospectus may only be used for the purpose for which it has been published.

The Terms and Conditions, the public regulatory returns 2010 of the Issuer in Annex A and the annual report
2010 of REAAL N.V. in Annex B hereof form integral parts of this Prospectus.

The Annex C contains an unofficial English translation of the Dutch language audited annual report 2010 of
REAAL N.V. excluding the management report. The management report of the Dutch language audited annual
report 2010 of REAAL N.V. has not been translated nor included in the English translation. In case of any differ-
ences between the Annex C and the Dutch language audited annual report 2010 of REAAL N.V., the Dutch
language audited annual report 2010 of REAAL N.V. prevails.

Documents Available

Copies of this Prospectus are available at UBS AG, Prospectus Library, P.O Box, CH-8098 Zurich, Switzerland, 
or can be ordered by telephone (+41-44-239 47 03), fax (+41-44-239 69 14) or by e-mail 
swiss-prospectus@ubs.com. 

Prospectus

This Prospectus is available in English language only and provides information about the Issuer, the Guarantor and
the Bonds. This Prospectus does not constitute an offer of, or an invitation to subscribe for or purchase, any
Bonds. The distribution of this Prospectus and the offering of the Bonds in certain jurisdictions may be restricted
by law. Persons into whose possession this Prospectus comes are required by the Issuer to inform themselves about
and to observe any such restrictions. The Bonds have not been and will not be registered under the Securities Act
and include Bonds in bearer form that are subject to U.S. tax law requirements. Subject to certain exceptions,
Instruments may not be offered, sold or delivered within the United States or to U.S. persons. For a further descrip-
tion of certain restrictions on offerings and sales of the Bonds and on distribution of this Prospectus, see “Selling
Restrictions” on pages 2 and 3.

No person has been authorized to give any information or make any representation in connection with the
offering of the Bonds other than as stated herein and any other information or representation if given or made
should not be relied upon as having been authorised by the Issuer or UBS AG. Neither the delivery of this
Prospectus, nor the issue of the Bonds nor any sale thereof shall, in any circumstances, create any implication that
there has been no material adverse change in the affairs of the Issuer since the date hereof.

EU Savings Tax

On 3 June 2003, the Council of the European Union adopted a directive (Directive 2003/48/EC) on the taxation
of savings income in form of interest (the «EU Savings Tax Directive»). Pursuant to the EU Savings Tax Directive,
each member state of the European Union (the «EU») is required as from 1 July 2005 to provide to the tax
authorities of other EU member states information regarding payments of interest (or other similar income) within
the meaning of the EU Savings Tax Directive made by a paying agent located within its jurisdiction to (or, under
certain circumstances to the benefit of) an individual resident in that other EU member state, except that
Luxembourg and Austria have chosen to operate instead a withholding system for a transitional period unless the
beneficiary of the interest payment elects for the exchange of information.

On 26 October 2004, the European Community and Switzerland entered into an agreement on the taxation of
savings income by way of a withholding tax system and voluntary declaration in the case of transactions between
parties in the EU member states and Switzerland.

On the basis of such agreement, Switzerland has introduced a withholding tax on interest payments or other sim-
ilar income paid by a paying agent within Switzerland to EU resident individuals as of 1 July 2005. The with-
holding tax is applied at 35 per cent. The beneficial owner of the interest payments may be entitled to a tax credit
or refund of the withholding if certain conditions are met.
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Prospective purchasers of these Bonds should consult their advisors concerning the impact of the EU Savings Tax
Directive. Notwithstanding the above, for the avoidance of doubt, should the Issuer, the Swiss Principal Paying
Agent or any institution where the Bonds are deposited be required to withhold any amount as a direct or indi-
rect consequence of the EU Saving Tax Directive, then, there is no requirement for the Issuer to pay any additional
amounts relating to such withholding.
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INFORMATION ABOUT THE BONDS

Authorisation

Pursuant to a resolution of the Management Board of the Issuer dated 13 July 2011 and the Subscription
Agreement dated 15 July 2011 between the Issuer and UBS AG, the Issuer has decided to issue 7% Undated
Callable Subordinated Bonds of CHF 105,000,000 to be paid on 19 July 2011.

Use of Net Proceeds

The net proceeds of the Bonds, being the amount of CHF 103,562,500 (the «Net Proceeds») will be used by
the Issuer (i) to repay outstanding subordinated loans to SNS REAAL, (ii) to repay outstanding subordinated loans
to REAAL and (iii) the remaining net proceeds will enable the Issuer to provide a new intercompany loan to REAAL.
UBS AG shall have no responsibility for or be obliged to concern itself with the application of the Net Proceeds of
the Bonds.

Notices

All notices in relation to the Bonds will be published in electronic form on the website of SIX Swiss Exchange (cur-
rent URL: www.six-exchange-regulation.com/publications/communiques/official_notices_en.html). 

Representation

In accordance with Article 43 of the Listing Rules of the SIX Swiss Exchange, UBS AG has been appointed by the
Issuer as representative to lodge the listing application with the SIX Swiss Exchange.
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INFORMATION ON THE ISSUER

General information

The Issuer is a public limited liability company (naamloze vennootschap) established under the laws of the
Netherlands and incorporated on 17 March 2008 as Zwitserleven N.V. The Issuer is registered at the Commercial
Register of the Chamber of Commerce for Northwest-Holland (handelsregister van de Kamer van Koophandel en
Fabrieken voor Noordwest-Holland) under number 34297413 with REAAL, SRLEV N.V., Zwitserleven, Hooge Huys
Verzekeringen, Extramedium, Hooge Huys Virtuele Werkwinkel, REAAL Virtuele Werkwinkel, REAAL
Levensverzekeringen, DBV Verzekeringen, Europe Life and Happy Service Verzekeringen as its commercial names
(handelsnamen).

According to article 2 of the articles of association of the Issuer, the objects are (a) the performance of the life
insurance business and reinsurance business and consequently to conclude life insurance agreements and pension
insurance agreements as a company for its own account, including the settlement of said agreements, (b) to incor-
porate, to participate in, to co-operate with, to conduct the management of legal entities and/or other business
enterprises in the field of financial services, insofar as this supports the activities mentioned under (a), and (c) to
manage and invest capital in properties subject to registration, securities and other assets, and finally all activities
which are incidental to or which may be conducive to any of the foregoing. 

The Issuer is a 100% owned subsidiary of REAAL which in turn is a 100% owned subsidiary of SNS REAAL.

Organisational Structure

Below is an overview of the main structure of the SNS REAAL Group. This overview does not purport to provide
a complete overview of the SNS REAAL Group.

The authorised share capital of the Issuer amounts to €225,000 which is divided in 450 ordinary shares with a
nominal value of €500 each. The current issued and outstanding share capital of the Issuer amounts to €45,000.
The sole shareholder of the Issuer is REAAL, which owns 90 fully paid up shares.
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Management Board

The management board of the Issuer consists of the following members:

M.W.J. Hinssen Chairman
F.K.V. Lamp Chief Financial Officer
W.H. Steenpoorte Director
D.J. Okhuijsen Director
M.E. Edixhoven Director

The members of the management board of the Issuer have elected domicile at the registered office of the Issuer.
All members of the management board of the Issuer are also members of the respective management boards of
REAAL and, except for W.H. Steenpoorte and M.E. Edixhoven, SNS REAAL. There are no potential conflicts of
interest between any of the duties of the members of the management board towards the Issuer and the private
interests and/or duties of the members of the management board.

Mr. Rien Hinssen will step down as a member of the Board of Directors of SNS REAAL, SNS Bank, REAAL and
SRLEV N.V. with effect from September 2011. Succession of these positions will also be announced no later than
September 2011.

Supervisory Board

The supervisory board of the Issuer consists of the following members:

R. Zwartendijk Chairman
Former chairman of Stichting Beheer SNS REAAL
Former member of the Executive Board of Ahold N.V.

P. Overmars Deputy Chairman
Former member of the Executive Board of ABN AMRO Bank N.V.
President of the Nyenrode Foundation

R.J. van de Kraats Chief Financial Officer and deputy-chairman of Randstad Holding N.V.

J.E. Lagerweij Former general managing director of Sperwer Groep

H.W.P.M.A. Verhagen Managing Director Group Human Resources TNT

L.J. Wijngaarden Former Chairman of the ING Intermediairy Division
Member of the Management Board of ING Netherlands

J.A. Nijhuis President and CEO of the Schiphol Group

C.M. Insinger Former member of the Executive Board of the Erasmus MC

All members of the supervisory board of the Issuer are also members of the respective supervisory boards of SNS
REAAL, SNS Bank and REAAL.

The members of the supervisory board of the Issuer have elected domicile at the registered office of the Issuer.
There are no potential conflicts of interest between any of the duties of the members of the supervisory board
towards the Issuer and the private interests and/or duties of the members of the supervisory board. 

Principal activities

The Issuer combines the individual life insurance activities of the business unit REAAL Leven (“REAAL Life”), with
the pension insurance activities of the business unit Zwitserleven.
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Individual life insurance activities
REAAL Life is the business unit of SRLEV N.V. that offers individual life insurance products, comprising both single
and regular life premium products, including disability insurance. REAAL Life’s clients are private individuals, small
and medium enterprises (“SMEs”) and larger companies in the Netherlands. The main distribution channels for
these products are intermediaries, agents and distribution partners. REAAL Life also uses SNS Retail Bank’s distri-
bution channels. REAAL Life’s strategy is primarily aimed at maintaining its strong market position in individual life
insurance, enabling it to offer clients a high level of service, while at the same time realising cost synergies through
economies of scale. REAAL’s market share in new regular life premiums decreased to 13.7% in 2010, compared
to 15.9% in 2009. However, in the fourth quarter of 2010, there was a noticeable increase compared to previous
quarters of the 2010 book year. Source: SNS REAAL N.V. Annual report 2010, p. 51.

Pension insurance activities
The business unit Zwitserleven offers pension products (group life insurance), comprising both single and regular
premium products, and services in collaboration with specialised intermediaries and professional consultants. The
business unit Zwitserleven also offers products and services through its website. Zwitserleven’s clients are SMEs,
large companies and director-shareholders. Zwitserleven also offers pension funds reinsurance risk coverage for
mortality risks or disability risks. Key elements of the strategy of Zwitserleven are to maintain its top position on
shortlists of pension and actuarial consultants and to strengthen its reputation for customer care, innovative prod-
ucts, tailor-made propositions and highly skilled employees. Zwitserleven is one of the leading pension brands in
the Netherlands and had a 2009 market share in group life guaranteed products of 13.7%. Source: Insurance
Magazine, Yearbook 2010 (Assurantie Magazine, Jaarboek 2010).

Cost efficiency is an important driver of earnings momentum for the Issuer. Following the acquisitions by SNS
REAAL in 2007 and 2008 of the Dutch activities of AXA and Swiss Life (Zwitserleven), major cost savings have
already been realised and are still sought. In this context, in order to streamline the organisation, in January 2010,
the pension portfolio of the business unit REAAL Life was transferred to the business unit Zwitserleven and the
individual life portfolio of the business unit Zwitserleven was transferred to the business unit REAAL Life.

The investments of the Issuer are managed by SNS Asset Management N.V. 

Dutch Corporate Governance Code

Neither the Issuer’s nor the 403-Statement Provider’s shares are admitted to listing and trading on a regulated
market or a multilateral trading facility and therefore neither the Issuer nor the 403-Statement Provider is under
the obligation to comply with the Dutch Corporate Governance Code. Please refer to the annual report 2010 of
SNS REAAL for an explanation of SNS REAAL’s adherence to the Dutch Corporate Governance Code. This annual
report and further information thereon can be found on SNS REAAL’s website: www.snsreaal.nl. In order to avoid
any misunderstanding in this respect, the website of SNS REAAL is not incorporated by reference into this
Prospectus.

Supervision

The Issuer has obtained a license to conduct the business of a life insurance company in accordance with Article
2:27 DFSA. Additionally, the Issuer holds a license for its activities as financial services provider, including, but not
limited to, offering mortgage credit pursuant to Article 2:60 DFSA, providing advice on certain financial products
other than financial instruments pursuant to Article 2:75 DFSA, acting as an intermediary in respect of certain
financial products other than financial instruments pursuant to Article 2:80 DFSA, acting as an intermediary in
respect of reinsurance products pursuant to Article 2:86 DFSA, acting as a directly or indirectly authorised person
pursuant to Article 2:92 DFSA and providing advice on participant rights in investment institutions pursuant to
Article 2:96 DFSA. Consequently, the Issuer is subject to the supervision of both DNB and the Netherlands
Authority for the Financial Markets (Stichting Autoriteit Financiële Markten).

Moreover, the Issuer and other insurance entities in the SNS REAAL Group as well as their respective subsidiaries
are subject to consolidated supervision on insurance groups pursuant to chapter 3.6 of the DFSA. Other than the
Issuer, REAAL Schadeverzekeringen N.V., Proteq Levensverzekeringen N.V. and Proteq Schadeverzekeringen N.V.
also hold licenses to conduct the business of an insurance company. In addition, the implementation in the
Netherlands of Directive 2002/87/EC of 16 December 2002 on the supplementary supervision of credit institu-
tions, insurance undertakings and investment firms in a financial conglomerate (the “Financial Conglomerates
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Directive”) in Chapter 3.6 of the DFSA has resulted in SNS REAAL becoming subject to new regulatory require-
ments as of 1 January 2007. The Financial Conglomerates Directive introduced supplementary supervision of
banking, insurance and investment activities carried out in a financial conglomerate. The rules relate to capital
adequacy, risk concentration, intra-group transactions, internal control mechanisms and risk management
processes. The rules are partly directed at the regulated entities within the conglomerate (although some of the
rules relate to the conglomerate as a whole) and partly at the mixed financial holding company heading up the
conglomerate.

Auditors of the Issuer

KPMG Accountants N.V. have audited, and rendered unqualified audit reports on the consolidated financial state-
ments and the separate financial statements of REAAL for the financial years ended 31 December 2009 and 
31 December 2010 as well as on the public regulatory returns (Wft staten) of the Issuer in respect of the finan-
cial year ended 31 December 2009 and 31 December 2010. 

No audit reports were issued in respect of the separate financial statements for the financial year ended 
31 December 2010 and the financial year ended 31 December 2009 of the Issuer nor in respect of the separate
financial statements for the financial year ended 31 December 2008 of each of REAAL Levensverzekeringen N.V.,
Zwitserleven N.V., DBV Holding N.V. and DBV Levensverzekeringsmaatschappij N.V. because statements as referred
to in Book 2, Section 403 of the Dutch Civil Code were provided for each of these entities.

The business address of KPMG Accountants N.V. is Laan van Langerhuize 1, 1186 DS Amstelveen, the
Netherlands.

The Annex C contains an unofficial English translation of the Dutch language audited annual report 2010 of
REAAL N.V. excluding the management report. The management report of the Dutch language audited annual
report 2010 of REAAL N.V. has not been translated nor included in the English translation. In case of any differ-
ences between the Annex C and the Dutch language audited annual report 2010 of REAAL N.V., the Dutch
language audited annual report 2010 of REAAL N.V. prevails.

Litigation

Other than as described below, none of the 403-Statement Provider, the Issuer or the group formed by the 403-
Statement Provider and its subsidiaries is involved or has been involved in any governmental, legal or arbitration
proceedings (including any such proceedings which are pending or threatened of which the Issuer or the 403-
Statement Provider are aware), during the period covering the 12 months before the date of this Prospectus which
may have, or have had in the recent past, significant effects on the financial position or profitability of the Issuer,
the 403-Statement Provider or the group formed by the 403-Statement Provider and its subsidiaries.

On 25 March 2009, SNS REAAL announced that it had reached an agreement with Stichting Verliespolis, Stichting
Woekerpolis Claim, Vereniging van Effectenbezitters, Vereniging Eigen Huis and Vereniging Consument &
Geldzaken, regarding financial compensation of policyholders for the costs of investment based insurance poli-
cies. The Dutch Financial Services Ombudsman endorses the compensation scheme drawn up by SNS REAAL. The
current value of the compensation totals approximately €320 million, including an amount of €52.5 million for
a fund for clients in distressed situations. On 17 November 2010, SNS REAAL announced that it had reached a
final agreement with Stichting Verliespolis on a compensation scheme for the costs of unit linked insurance poli-
cies. The Vereniging van Effectenbezitters and Vereniging Eigen Huis endorse the agreement. This settlement is a
detailed version of the heads of the agreement signed in March 2009.

On 24 March 2010, SNS REAAL announced that it will follow the recommendation of the Dutch Association of
Insurers (Verbond van Verzekeraars) regarding maximum costs for part of existing investment based occupational
pension schemes, the so-called investment based defined contribution pension contracts. The arrangement is
expected to apply to approximately 16% of the investment based defined contribution pension policies of SNS
REAAL. As a consequence, the Issuer recorded a provision for adjustment of policy costs until 2010 of €24,3 mil-
lion pre-tax. This provision will accrue on a quarterly basis and will eventually lead to higher pension liabilities of
approximately €90 million at expiration date.
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See also ‘Risk factors – Litigation or other proceedings or actions may adversely affect the business, financial con-
dition and results of operations of the Issuer’ and ‘The Issuer is exposed to risks related to the offering of invest-
ment insurance policies and investment pension policies’.

Outstanding bonds

In April 2011, the Issuer has issued €400,000,000 subordinated bonds due 2041. The bonds have the benefit of
a guarantee from the Guarantor on the basis as referred to in Book 2, Section 403 of the Dutch Civil Code (see
Information on the 403-Statement Provider and the 403-Statement).

Dividends of the Issuer paid for the last five business years 

In the last five years the Issuer has paid the following dividends:

Year 2006 2007 2008 2009 2010

Dividend Not Applicable Not Applicable none none Not disclosed

Recent developments

During the autumn of 2009, the management of the SNS REAAL Group decided to introduce a focus on a lim-
ited number of brands. Further thereto, ‘REAAL’ became the broad brand for life insurances and non-life insur-
ance products. Following the mergers in late 2009, as described above, DBV Insurances became part of the Issuer
due to which the DBV Verzekeringen brand will disappear from the market. DBV Insurances employed more than
200 employees, who have been integrated into the Issuer. The integrations of AXA Nederland B.V., Winterthur
Verzekeringen Holding B.V. and DBV Holding N.V., together referred to as “AXA NL Combined”, DBV Insurances
and Zwitserleven have been completed in respect of commercial propositions, organisational structures and phys-
ical locations. The goal is to complete the integration of systems and processes by 2013. The business unit
‘Zwitserleven’ will focus entirely on the pensions market.

New life expectancies forecast tables were developed both by the Netherlands Actuarial Association, by the Dutch
Association of Insurers and by Statistics Netherlands (“CBS”). All show a considerable increase in life expectancy.
Applying this adjusted life expectancy has a considerable negative impact on the test results and therefore also on
the Solvency level. SNS REAAL uses what is referred to as the PLT tables (Pensioen en Lijfrentetafels, i.e. Pension
and Life Annuity tables) prepared by the Dutch Association of Insurers. The mortality tables, published by CBS on
17 December 2010, were used in the calculation of the best estimate of the future cashflows of the insurance
contracts.

Throughout 2010, solvency of the insurance activities was under pressure from lower interest rates. At yearend
2010, SNS REAAL absorbed the impact of these new Dutch mortality tables, which reduced ist solvency by approx-
imately 11%-points. Nevertheless, the regulatory solvency of the insurance activities of SNS REAAL remained
above its minimum target of 175% throughout 2010 and stood at 195% at year end 2010 (396% under IFRS). 

In the first months of 2011 a traditional reinsurance transaction was concluded that has released approximately
€ 225 million of capital at the Insurance activities. Regulatory solvency of the Insurance activities improved to
238% by the end of March 2011 with the reinsurance transaction accounting for 18%-points of the increase and
movements of the yield curve and credit spreads accounting for the bulk of the remaining 25%-points rise.

Changes in accounting principles

SNS REAAL has implemented shadow accounting in its IFRS reporting as of 1 January 2011. This accounting
change ensures that SNS REAAL’s financial statements better reflect the economic matching of insurance assets
and liabilities and therefore reduces the existing asymmetry in the liability adequacy test of the Insurance activ-
ities. Part of the gains and losses on (derivative) assets that match insurance liabilities will also be reflected in the
measurement of the insurance liabilities, regardless of whether these have or have not been realised and regard-
less of whether the unrealised gains and losses are recognised in the income statement or directly in equity in the
fair value reserve. As a consequence, the volatility of (derivative) assets matching insurance liabilities in the income
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statement will be partly mitigated. This accounting change will not materially impact regulatory solvency of the
Insurance activities. As a result of the change, the restated Group net result for 2010 decreased by € 35 million,
of which –€ 15 million relates to REAAL and –€ 20 million to Zwitserleven.

Material changes since the most recent audited financial statements of the Guarantor and the public
regulatory returns of the Issuer

Except as disclosed in this Prospectus, there has been no material adverse change in the financial condition or
operations of the Issuer or the Guarantor since 31 December 2010, which would materially affect their ability to
carry out their obligations under the Bonds.
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INFORMATION ON THE 403-STATEMENT PROVIDER AND THE 403-STATEMENT

403-Statement

REAAL Verzekeringen N.V., renamed REAAL effective as per 3 September 2010, has provided a guarantee as
referred to in Book 2, Section 403 of the Dutch Civil Code (“403-Statement”) for Zwitserleven N.V. on 
23 December 2008. Zwitserleven N.V. was renamed SRLEV N.V. as per 1 September 2009 as a consequence of
which the 403-Statement is provided by REAAL for the Issuer. In this guarantee REAAL declares itself to be jointly
and severally liable for legal acts executed by the Issuer. Contrary to the content of the 403-Statement, the 403-
Statement Provider is not jointly and severally liable for the obligations of the Issuer under the Bonds because the
rights of the Bondholders in respect of the 403-Statement Provider are contractually limited in the Conditions. As
such, a Bondholder only has a claim against the 403-Statement Provider if and to the extent that the Issuer is in
default under its obligations against the Bondholder pursuant to Condition 7. A copy of this guarantee can be
obtained at the Commercial Register of the Chamber of Commerce for the Central Netherlands (Handelsregister
van de Kamer van Koophandel voor Midden-Nederland). 

The unofficial translation of the 403-Statement issued by REAAL N.V. (formerly known as REAAL Verzekeringen
N.V.) on 23 December 2008 for its subsidiary SRLEV N.V. (formerly known as Zwitserleven N.V.) reads as follows: 

Declaration of several and joint liability
(“Hoofdelijke aansprakelijkheidsstelling”)

The undersigned,

REAAL Verzekeringen N.V., residing in Utrecht, registered with the Chamber of Commerce under
number 30099450, represented by mr N.J. Jongerius, hereby declares that REAAL Verzekeringen
N.V. assumes joint and several liability (“zich hoofdelijk aansprakelijk stellen”) for the debts ensuing
from legal acts carried out by the following company:

Zwitserleven N.V., having its offices in Amstelveen, registered with the Chamber of Commerce under
number 34297413,

within the meaning of Section 403, paragraph 1, subsection f  Book 2 of the Dutch Civil Code
(“Burgerlijk Wetboek”).

Utrecht, 23 December 2008

Naam: N.J. Jongerius

Signed:    xxxxxxxxx

The original Dutch 403-Statement prevails in case of a conflict of wording/interpretation between this translation
and the original document.

The 403-Statement may be revoked at any time. Please see ‘Risk factors – The rights of the Bondholders under
the 403-Statement are limited and the 403-Statement may be revoked at any time’.

The 403-Statement Provider

REAAL is a public limited liability company (naamloze vennootschap) established under the laws of the
Netherlands and incorporated on 28 December 1990. REAAL is registered with the Commercial Register of the
Chamber of Commerce for Central Netherlands (handelsregister van de Kamer van Koophandel voor Midden-
Nederland) under number 30099450 with REAAL Verzekeringen, REAAL Volmacht College, REAAL College and
REAAL as its commercial names (handelsnamen). Its registered office is at Croeselaan 1, 3521 BJ Utrecht, the
Netherlands. 
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The articles of association of REAAL were last amended by notarial deed executed on 3 September 2010 before
Mr. J.D.M. Schoonbrood, civil law notary practising in Amsterdam, on the draft of which deed the Ministerial cer-
tificate that there have appeared no objections was granted with number N.V. 398.265. 

According to article two of the articles of association of REAAL, the objects of REAAL are (a) to participate in,
cooperate with, to conduct the management of and to provide advice and other services to corporate entities
and/or other enterprises, amongst which, in particular legal entities and/or other enterprises engaged in the insur-
ance business, (b) to invest in properties subject to registration, securities and other assets, (c) to provide financial
guarantees for liabilities of other corporate entities and/or enterprises or persons, amongst which group compa-
nies and (d) to carry out all other activities related to the above or could be conducive thereto.

REAAL is the holding company of the insurance companies within SNS REAAL Group, such as the Issuer, REAAL
Schadeverzekeringen N.V., Proteq Levensverzekeringen N.V. and Proteq Schadeverzekeringen N.V. REAAL is not
an operational company, but its subsidiaries are active in both life and non-life insurance activities as well as pen-
sion insurance activities. 

History

REAAL is also the outcome of several mergers and changes of legal names. Following the announcement of SNS
REAAL on 6 September 2007 that it had completed the acquisition of AXA NL Combined for a cash considera-
tion of €1,811 million, AXA Nederland B.V. and Winterthur Verzekeringen Holding B.V. merged into REAAL
(named REAAL Verzekeringen N.V. at that time) and DBV Holding N.V. became a 100% owned subsidiary of
REAAL.

Recent developments

On 30 June 2010, SNS REAAL and AXA (the disposer of the participations in AXA NL Combined) reached agree-
ment on a price adjustment regarding post completion items following the acquisition of AXA NL Combined in
2007. As a result, SNS REAAL has received a net amount of €34 million. As such, SNS REAAL acquired AXA NL
Combined for an aggregate cash consideration of €1,777 million.

Share capital and sole shareholder

The authorised share capital of REAAL amounts to €1,192,500 which is divided in 2,385 ordinary shares with a
nominal value of €500 each. The current issued and outstanding share capital of REAAL amounts to €238,500.
The sole shareholder of REAAL is SNS REAAL, which holds 477 fully paid up shares.

Management Board and Supervisory Board

The management board and the supervisory board of REAAL consist of the same members as the members of the
management board and supervisory board of the Issuer respectively. The members of the management board and
the supervisory board of REAAL have elected domicile at the registered office of REAAL There are no potential
conflicts of interest between any of the duties of the members of the management board and the supervisory
board respectively  towards REAAL and the private interests and/or duties of the members of the management
board and the supervisory board respectively.

Auditors of the 403-Statement Provider

KPMG Accountants N.V. independent auditors have issued and have not withdrawn their unqualified audit reports
on the consolidated financial statements and the separate financial statements of REAAL for the financial years
ended 31 December 2009 and 31 December 2010 as well as on the public regulatory returns (Wft staten) of the
issuer in respect of the financial year ended 31 December 2009 and 31 December 2010. All financial information
in this Prospectus has been extracted from REAAL’s audited consolidated financial statements and, other than the
audited financial information as referred to above, no information in this Prospectus has been audited by the audi-
tors.

The business address of KPMG Accountants N.V. is Laan van Langerhuize 1, 1186 DS Amstelveen, the Netherlands.
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The Annex C contains an unofficial English translation of the Dutch language audited annual report 2010 of
REAAL N.V. excluding the management report. The management report of the Dutch language audited annual
report 2010 of REAAL N.V. has not been translated nor included in the English translation. In case of any differ-
ences between the Annex C and the Dutch language audited annual report 2010 of REAAL N.V., the Dutch
language audited annual report 2010 of REAAL N.V. prevails.

English translation of the 403-Statement as set out in article 2:403 of the Dutch Civil Code (“DCC”)

Article 2:403 Group exemption (after liability has been accepted for group subsidiaries)

– 1. A legal person forming a part of a group is not required to arrange its annual accounts in agreement with
the requirements of the present Title (Title 2.9), provided that: 

a. its balance sheet in any event mentions the total amount of the current assets and the amount of equity
capital, of provisions and of liabilities (debts), and that the profit and loss account in any event men-
tions the result from normal business operations and the balance of the other income and expenses,
all after taxation; 

b. the members or shareholders have stated in writing, after the start of the financial year and prior to the
adoption of the annual accounts, to agree with a derogation from these requirements; 

c. the financial data of the legal person are consolidated by another legal person or partnership into its
consolidated annual accounts to which, pursuant to the applicable law, the Regulation of the European
Parliament and the Council on the application of international accounting standards, the Seventh
Council Directive of the European Communities on company law or one of the two Directives of the
Council of the European Communities on annual and consolidated accounts of banks and other finan-
cial institutions or of insurance companies applies; 

d. the consolidated annual accounts, as far as these are not drawn up or translated into Dutch, are drawn
up or translated into French, German or English; 

e. the auditor’s opinion and annual report are drawn up or translated into the same language as the con-
solidated annual accounts; 

f. the legal person or partnership referred to under (c) has stated in writing that it makes itself jointly and
severally liable for debts arising from juridical acts of the legal person, and; 

g. the statements referred to under (b) and (f) have been deposited at the office of the commercial regis-
ter where the legal person is registered and, each time within six months after the balance sheet date
or within one month after a lawfully made publication, the documents or translations listed under (d)
and (e), or a reference to the office of the commercial register where they are deposited. 

– 2. Where, in the group or the part of the group of which the data are included in the consolidated annual
accounts, the legal person or partnership referred to in paragraph 1, under (f), and another legal person or
partnership are co-ordinate [two group companies equally ranked], then paragraph 1 only applies if this
other legal person or partnership also has made itself in writing jointly and severally liable for debts arising
from juridical acts of the legal person; in that case paragraph 1, under (g), and Article 2:404 shall apply
accordingly. 

– 3. Articles 2:391 up to and including 2:394 of the DCC do not apply to a legal person to which paragraph 1
is applicable. 

– 4. If the legal person that forms a part of the group is a bank within the meaning of Article 2:415, then its
balance sheet shall in any event mention, in derogation from paragraph 1, under (a), the total amount of
assets and liabilities, and the amount of its equity capital, and its profit and loss account shall mention in any
event the results from normal business operations, the amount of taxes and the balance of other income
and expenses. 
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– 5. If the legal person that forms a part of the group is an insurance company within the meaning of Article
2:427, then its balance sheet shall in any event mention, in derogation from paragraph 1, under (a), the total
amount of investments and of claims, and the amount of its own equity capital, of the technical provisions
and of the liabilities (debts), and its profit and loss account shall in any event consist of the non-technical
account, mentioning at least the results before taxes from normal business operations regarding liability insur-
ance and life insurance, the balance of other income and expenses, and the results from normal business
operations after tax. 
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RESPONSIBILITY STATEMENT

The Issuer accepts responsibility for all information contained in this Prospectus other than for the information for
which the 403-Statement Provider accepts responsibililty as referred to below and has taken all reasonable care
to ensure that the facts stated herein are true and accurate in all material respects and that there are no other
material facts, the omission of which would make any statement herein misleading, whether of fact or opinion.

The 403-Statement Provider accepts responsibility for the information contained in the chapter ‘Information about
the 403-Statement Provider and the 403-Statement’ for the information referred to therein and for all such infor-
mation included in this Prospectus to the extent that it refers to or relates to the 403-Statement Provider and
hereby declares that, having taken all reasonable care to ensure that such is the case, such information is to the
best of its knowledge, in accordance with the facts and contains no omission likely to affect its import

Alkmaar, •

____________________________________

SRLEV N.V.

Utrecht, •

____________________________________

REAAL N.V.
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TERMS AND CONDITIONS OF THE BONDS

The following, subject to modification, are the terms and conditions (“Conditions”) of the Bonds which
will be incorporated by reference into each Bond.

The Bonds are issued in accordance with the Agency Agreement entered into on or about the Issue Date between,
inter alia, SRLEV N.V. (the “Issuer”), UBS AG as issuing and principal paying agent and agent bank (the “Principal
Paying Agent”, which expression shall include any successor agent) Bank Sarasin & Co. Ltd and the other paying
agents named therein (together with the Principal Paying Agent, the “Paying Agents”, which expression shall
include any additional or successor paying agents). Copies of the Agency Agreement are available for inspection
during normal business hours by the Bondholders free of charge at the specified office of the Principal Paying
Agent. All persons from time to time entitled to the benefit of obligations under the Bonds shall be deemed to
have notice of, and shall be bound by, all of the provisions of the Agency Agreement insofar as they relate to the
Bonds.

REAAL Verzekeringen N.V., renamed REAAL N.V. (“REAAL” effective as per 3 September 2010, has provided a
guarantee as referred to in Book 2, Section 403 of the Dutch Civil Code (“403-Statement”) for Zwitserleven N.V.
on 23 December 2008. Zwiterserleven N.V. was renamed SRLEV N.V. as per 1 September 2009 as a consequence
of which the 403-Statement is provided by REAAL for the Issuer. Reference is made to “Information about the
403-Statement Provider and the 403-Statement” in the Prospectus. In this guarantee REAAL declares itself to be
jointly and severally liable for legal acts executed by the Issuer. Contrary to the content of the 403-Statement, the
403-Statement Provider is not jointly and severally liable for the obligations of the Issuer under the Bonds because
the rights of the Bondholders in respect of the 403-Statement Provider are contractually limited in these
Conditions. As such, a Bondholder only has a claim against the 403-Statement Provider if and to the extent that
the Issuer is in default under its obligations against the Bondholder pursuant to Condition 7. To the extent that
and subject to the Issuer being in default in accordance with Condition 7, and for purposes of these Conditions
only, references to the Issuer are deemed to be references to the 403-Statement Provider and the terms and con-
ditions described herein apply mutatis mutandis as if they were issued by the 403-Statement Provider. Defined
terms used herein but not defined shall have the meaning ascribed to it in Condition 17.

The issue and Offering of the Bonds were duly authorised by a resolution of the management board of the Issuer
passed on 13 July 2011 and confirmed by each member of the supervisory board of the Issuer thereafter. 

1. Form, Denomination and Title

(a) Form and Denomination

The aggregate Principal Amount of the Bonds of CHF 105,000,000 (one hundred and five million Swiss
francs) is divided into Bonds (each, a “Bond” and collectively the “Bonds”) with denominations of 
CHF 5,000 (five thousand Swiss francs) per Bond and integral multiples thereof. The Bonds and all
rights in connection therewith are documented in the form of a Permanent Global Bond (“Global
Bond”) which shall be deposited by the Principal Paying Agent with SIX SIS Ltd (SIS) or any other 
intermediary “Intermediary”) in Switzerland recognized for such purposes by SIX Swiss Exchange Ltd.
Once the Global Bond has been deposited with SIS and entered into the accounts of one or more 
participants of SIS, the Bonds will constitute intermediated securities (“Intermediated Securities”) in
accordance with the provisions of the Swiss Federal Intermediated Securities Act. Each bearer of any
Bond shall have a quotal co-ownership interest in the Global Bond to the extent of his claim against
the Issuer, provided that for so long as the Global Bond remains deposited with SIS, the co-ownership
interest shall be suspended and the Bonds may only be transferred or otherwise disposed of in accord-
ance with the provisions of the Swiss Federal Intermediated Securities Act, i.e., by the entry of the 
transferred Bonds in a securities account of the transferee. Neither the Issuer nor the bearer of any
Bonds shall at any time have the right to effect or demand the conversion of the Global Bond into, or
the delivery of, uncertificated securities or Bonds in definitive form (“Definitive Bonds”). Other than
in the sole discretion of the Principal Paying Agent, the Global Bond will not be exchangeable for
Definitive Bonds. Definitive Bonds may only be printed, in whole, but not in part. No physical delivery
of the Bonds shall be made unless and until Definitive Bonds shall have been printed.
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Interest bearing Definitive Bonds have interest coupons (“Coupons) and talons for further Coupons
(“Talons”) attached on issue. If printed, the Definitive Bonds shall be executed by affixing thereon the
facsimile signatures of two authorized officers of the Issuer. Upon delivery of the Definitive Bonds, the
Global Bond will immediately caused to be cancelled by the Principal Paying Agent and the Definitive
Bonds shall be delivered to the bearers of the Bonds against cancellation of the Bonds in the form of
Intermediated Securities in the bearers’ securities accounts.

In case the Global Bond will be exchanged for Definitive Bonds, Coupons and Talons, all references
herein to the “Bonds” shall be deemed to be replaced by “Bonds, Coupons and Talons” unless the con-
text requires otherwise.

(b) Transfer and Title

Under Netherlands law, the valid transfer of Bonds and Coupons requires, inter alia, delivery (levering)
thereof. The bearer of any Bond will be the only person entitled to receive payments in respect of such
Bond. The records of the Intermediary will determine the number of Bonds held through each partici-
pant in that Intermediary. In respect of the Bonds held in the form of Intermediated Securities, the
bearer of any Bonds will be the person holding the Bonds (and the term “Bondholder” shall have the
corresponding respective meanings). Any reference herein to “Couponholders“ shall mean the
holders of the Coupons, and shall, unless the context otherwise requires, include the holders of the
Talons. Bonds which are represented by the Global Bond deposited by an Intermediary will be transfer-
able only in accordance with the provisions of the Swiss Federal Intermediated Securities Act, i.e., by
the entry of the transferred Bonds in a securities account of the transferee. 

2. Status

(a) Status and Subordination of the Bonds

The Bonds constitute direct, unsecured, subordinated obligations of the Issuer and rank and shall at all
times rank (i) junior to all Senior Creditors (ii) at least equally and rateably with any other existing  or
future direct, unconditional, unsecured and subordinated obligations of the Issuer and (iii) in priority to
all classes of share capital of the Issuer. The Bonds rank pari passu without any preference among them-
selves. The rights and claims of the Bondholders and the Couponholders under the Bonds are subordi-
nated to the claims of Senior Creditors of the Issuer, present and future. 

(b) Winding-Up Claims of the Issuer

Amounts in respect of principal or Interest Payments not falling on a Required Interest Deferral Date
which would otherwise be due and payable and have since not been paid (“Winding-Up Claims”) will
be payable by the Issuer in a winding-up (faillissement of vereffening na ontbinding) of the Issuer as
provided in Condition 3 and on any redemption pursuant to Condition 5(b) and 5(c). A Winding-Up
Claim shall not bear interest.

(c) Set-off 

Subject to applicable law, no Bondholder may exercise or claim any right of set-off in respect of any
amount owed to it by the Issuer arising under or in connection with the Bonds or the Coupons and
each Bondholder shall, by virtue of being the holder of any Bond, be deemed to have waived all such
rights of set-off.

(d) No amendment without approval of the Relevant Supervisory Authority

These Conditions may not be amended without the prior written approval of the Relevant Supervisory
Authority if required pursuant to the then Applicable Capital Adequacy Regulations in order for the
Bonds to qualify as regulatory capital.
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3. Winding-up

If at any time an order is made, or an effective resolution is passed, for the winding-up (faillissement of 
vereffening na ontbinding) of the Issuer (except in any such case a solvent winding-up solely for the purpose
of a reconstruction or amalgamation or the substitution in place of the Issuer or a successor in business of
the Issuer, the terms of which reconstruction, amalgamation or substitution have previously been approved
by an Extraordinary Resolution (as defined in the Agency Agreement)), a winding-up amount shall be payable
by the Issuer in respect of each Bond (in lieu of any other payment by the Issuer). In a winding-up (faillisse-
ment of vereffening na ontbinding) of the Issuer, the Bonds will rank in priority to distributions on any and
all classes of share capital of the Issuer and will rank pari passu with each other and among themselves, but
will be subordinated in right of payment to the claims of Senior Creditors, present and future.

In a winding-up (faillissement of vereffening na ontbinding) of the Issuer, the Bondholders and
Couponholders will have only a claim for payment in full or in part of principal and Arrears of Interest
Payments, if any, to the extent that distributable assets of the Issuer are sufficient to pay in full or partly such
amount of principal and such Arrears of Interest Payments.

4. Interest Payments and Deferrals

Interest Payments 

(a) Interest Payment Dates

The Bonds bear interest from (and including) the Issue Date. Such interest will (subject to Conditions
4(e) and 4(g)) be payable annually in arrears on 19 December in each year, commencing on 19
December 2011 up to including 19 December 2016. Thereafter, in respect of each successive five-year
period, the first such period commencing on (and including) 19 December 2016 and ending on (but
excluding) the fifth anniversary of that date (the “Relevant Five-Year Period”), the Bonds bear
interest over that Relevant Five-Year Period. Such Interest will be payable on 19 December of each year
during the Relevant Five-Year Period. Each Bond will cease to bear interest from the due date for
redemption unless payment of principal is improperly withheld or refused. In such event, it shall con-
tinue to bear interest at the prevailing rate in accordance with this Condition (both before and after
judgment). 

There will be a short first coupon from the Issue Date up to and excluding 19 December 2011.

If any Interest Payment Date would otherwise fall on a day which is not a Business Day it shall be post-
poned to the next Business Day. The amount of the relevant Interest Payment shall not be adjusted as
a result.

If Interest is required to be calculated for a period starting or ending other than on an Interest Payment
Date, such Interest shall be calculated by applying the Applicable Interest Rate to the Interest Amount,
multiplying such sum by the Day Count Fraction, and rounding the resultant figure to the nearest sub-
unit of a CHF, half of any such sub-unit being rounded upwards and multiplying such rounded up figure
by a fraction equal to the denomination of such Interest divided by the Interest Amount.

(b) Applicable Interest Rate

The Bonds shall bear a fixed rate interest of 7 per cent. per annum until the First Call Date (the “Fixed
Interest Rate”). 

Thereafter, in respect of each Relevant Five-Year Period, the Rate of Interest will be determined on each
Interest Determination Date as such rate on such Interest Determination Date as the 5 year CHF Mid
Swap Rate plus the Initial Margin of 5.625 per cent., where “Interest Determination Date” means,
in respect of a Relevant Five-Year Period, the fifth Business Day prior to 19 December 2016 and each
fifth Business Day prior to the first day of the Relevant Five-Year Period thereafter  (“Reset Interest
Rate” and together with the Fixed Interest Rate, the “Applicable Interest Rate”).
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The Reset Interest Rate will be determined on the basis of Screen Rate Determination. For each Relevant
Five-Year Period the Reset Interest Rate will, subject as provided below, be the 5 Year CHF Mid Swap
Rate which appears on the Screen Page as of 11:00 a.m. (Zurich time) on the relevant Interest
Determination Date, plus a Initial Margin of 5.625 per cent., all as determined by the Calculation Agent. 

If the Screen Page is not available, the Calculation Agent will request each of the Reference Banks to
provide the Calculation Agent with its offered quotation (expressed as a percentage rate per annum)
for a period equal to the relevant Interest Period to leading banks in the interbank market in
Switzerland at approximately 11:00 hours (Zurich time) on the Coupon Determination Date. As long as
two or more of the selected Reference Banks provide the Calculation Agent with such offered quota-
tions, the Reset Interest Rate for such Relevant Five-Year Period will be the arithmetic mean (rounded
if necessary to the third decimal place, with 0.0005 being rounded upwards) of the offered quotations,
(expressed as a percentage rate per annum) plus a margin of 5.625 per cent. If the Reset Interest Rate
cannot be determined in accordance with the foregoing, the Reset Interest Rate will be the offered quo-
tation or the arithmetic mean (rounded, if necessary, as aforesaid) of the offered quotations on the
Screen Page on the last day preceding the Coupon Determination Date on which such quotations were
offered plus a margin of 5.625 per cent.

(c) Determination of Interest Amounts

The Calculation Agent will calculate the Interest Amount and cause the Applicable Interest Rate and
each Interest Amount payable in respect of an Interest Period to be notified to the Issuer, the Principal
Paying Agent, SIX Swiss Exchange Ltd. (SIX Swiss Exchange) and the Bondholders as soon as possible
after their determination but in any event no later than the third Business Day thereafter. All determi-
nations and calculations made by the Calculation Agent shall (in the absence of wilful default, bad faith
or manifest error) be binding on the Issuer, the Paying Agents and the Bondholders.

(d) No Determination or Calculation by Calculation Agent

If the Calculation Agent does not at any time for any reason calculate an Interest Amount in accordance
with Condition 4(c), the Issuer shall appoint an agent to do so and such determination or calculation
shall be deemed to have been made by the Calculation Agent. In doing so, the Issuer or such agent
shall apply the foregoing provisions of this Condition, with any necessary consequential amendments,
to the extent that, in its opinion, it or such agent can do so, and in all other respects it or such agent
shall do so in such manner as it shall deem fair and reasonable in all the circumstances. All determina-
tions or calculations made or obtained for the purposes of the provisions of this Condition 4(d) by such
agent, shall (in the absence of wilful default, bad faith or manifest error) be binding on the Issuer, the
Paying Agents and all Bondholders.

Deferrals

The Issuer must make each Interest Payment on the relevant Interest Payment Date subject to and in
accordance with these Conditions. Without prejudice to the generality of Condition 2 and subject to
Condition 4(f) as specified below, the Issuer must or may defer an Interest Payment and any other pay-
ment in the following circumstances:

(e) Optional Interest Payment Date

Subject to Conditions 4(f) and 4(g) and therefore other than on a Compulsory Interest Payment Date
or a Required Interest Deferral Date, the Issuer may in respect of any Interest Payment which would, in
the absence of deferral in accordance with this Condition 4(e), be due and payable, defer all or part of
such Interest Payment by giving a notice in writing (a “Deferral Notice”) to the Principal Paying Agent,
the Calculation Agent and the Bondholders (in accordance with Condition 13) not less than 10 (ten)
Business Days prior to the relevant Interest Payment Date.

(f) Compulsory Interest Payment Date

Interest Payments will become mandatorily due and payable on an Interest Payment Date if during a
period of six months prior to such Interest Payment Date a Compulsory Interest Payment Event has
occurred (such Interest Payment Date, a “Compulsory Interest Payment Date”), provided however,
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that if a Capital Adequacy Event occurred during the Interest Period immediately preceding such
Interest Payment Date, such Interest Payment Date shall only be a Compulsory Interest Payment Date
if such Capital Adequacy Event occurred prior to the relevant Compulsory Interest Payment Event. 

(g) Required Interest Deferral Date

(i) If a Capital Adequacy Event has occurred and is continuing on any Interest Payment Date (such
Interest Payment Date, a “Required Interest Deferral Date”), subject to Condition 4(g)(ii), the
Issuer shall defer and the Issuer shall not have any obligation to make all or part of such Interest
Payment, except if such Interest Payment Date constitutes a Compulsory Interest Payment Date.

(ii) Notwithstanding Condition 4(g)(i), if the Relevant Supervisory Authority accepts that the Issuer
makes all or part of the Interest Payment despite the Capital Adequacy Event, such Interest
Payment Date does not constitute a Required Interest Deferral Date. 

(h) Arrears of Interest

Any unpaid interest shall as long as it remains unpaid constitute arrears of interest (“Arrears of
Interest”). 

Arrears of Interest, other than a Winding-Up Claim, shall bear interest at the then Applicable Interest
Rate (as defined below) from (and including) the date on which the Arrears of Interest Payment would
otherwise have been due to be made to (but excluding) the relevant Arrears of Interest Satisfaction
Date.

Arrears of Interest may, subject to, where such deferral was due to a Capital Adequacy Event, the prior
approval of the Relevant Supervisory Authority to the extent required pursuant to the then Applicable
Capital Adequacy Regulations in order for the Bonds to qualify as regulatory capital, at the option of
the Issuer be paid in whole or in part at any time, provided, however, that all Arrears of Interest in
respect of all Bonds for the time being outstanding shall become due and payable in full on whichever
is the earliest of:

(i) the first succeeding Compulsory Interest Payment Date;

(ii) the date of any redemption or substitution of the Bonds in accordance with Condition 5; and

(iii) the date upon which any order is made or any request is granted for the imposition of emergency
regulations (noodregeling) under the DFSA, bankruptcy (faillissement) of the Issuer or an order is
made or an effective resolution is passed for the dissolution (ontbinding) and subsequent liquida-
tion of the Issuer.

5. Redemption and Purchases

(a) No Fixed Redemption Date

The Bond are perpetual securities in respect of which there is no fixed redemption date and the Issuer
shall only have the right to repay them in accordance with the following provisions of this Condition 5.

(b) Optional Redemption

Subject to prior approval of the Relevant Supervisory Authority if required pursuant to the then
Applicable Capital Adequacy Regulations in order to qualify as regulatory capital, the Issuer may, by
giving not less than 30 nor more than 60 days’ notice to the Bondholders in accordance with Condition
13 and to the Principal Paying Agent, which notice shall be irrevocable, elect to redeem all of the Bonds
on the First Call Date or any Interest Payment Date thereafter at their principal amount outstanding
together with accrued and unpaid interest and any Arrears of Interest (“Optional Redemption”). 
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(c) Redemption, substitution or modification upon a Tax Event

If: 

(i) the Issuer would, for reasons outside its control, be unable to make such payment without being
required to pay additional amounts as provided or referred to in Condition 9; or

(ii) as a result of any change in or proposed change in, or amendment to or proposed amendment
to, the laws of the Netherlands or any political subdivision or authority thereof having power to
tax, or any change in or proposed change in the application of official or generally published inter-
pretation of such laws, or any interpretation or pronouncement by any relevant tax authority that
provides for a position with respect to such law or regulations that differs from the previously gen-
erally accepted position in relation to similar transactions or which differs from any specific written
confirmation given by a tax authority in respect of the Bonds, which change or amendment
becomes, or would become, effective, or in the case of a change or proposed change in law if
such change is enacted (or, in the case of a proposed change, is expected to be enacted) by Act
of Parliament or made by Statutory Instrument on or after the Issue Date of the relevant Bonds (a
“Tax Law Change”), or if no such Tax Law Change has occurred, the Issuer reasonably deter-
mines, based on an opinion of competent legal counsel, that, in either case, there is more than
an insubstantial risk that the Issuer will not obtain full or substantially full relief for the purposes
of Dutch corporation tax for any payment of interest

(each a “Tax Event”), then the Issuer may, at any time prior to the First Call Date, subject to the prior
approval of the Relevant Supervisory Authority if required pursuant to the then Applicable Capital
Adequacy Regulations in order to qualify as regulatory capital, either redeem the Bonds, substitute the
Bonds for new bonds or modify the terms of the Bonds in accordance with Condition 5(f). 

(d) Redemption, Substitution or Modification upon a Regulatory Event 

If the Issuer is not permitted under the applicable rules and regulations at any time during which period
the Bonds are outstanding to treat the proceeds of such Bonds as eligible to be treated as solvency
margin or additional solvency margin (or as regulatory capital under the then Applicable Capital
Adequacy Regulations) of the Issuer for the purposes of the determination of its regulatory capital,
other than as a result of the application of the limits on inclusion of such securities in solvency margin
or additional solvency margin (or as regulatory capital under the then Applicable Capital Adequacy
Regulations), as the case may be (the “Regulatory Event”), then the Issuer may either redeem the
Bonds, substitute the Bonds for new bonds or modify the terms of the Bonds in order to ensure that
the proceeds of the Bonds may be treated as solvency margin or additional solvency margin (or as 
regulatory capital under the then Applicable Capital Adequacy Regulation) in accordance with
Condition 5(f). 

(e) Redemption, Substitution or Modification upon a Rating Agency Event 

If after the Issue Date, a change occurs in the methodology of any of the Rating Agencies (or interpre-
tation of such methodology) as a result of which the equity content previously assigned by each of the
Rating Agencies to the Bonds is, in the reasonable opinion of the Issuer, materially reduced when com-
pared to the equity content assigned to the Bonds at the Issue Date (the “Rating Agency Event”),
then the Issuer may on the Interest Payment Date commencing on the fifth Interest Payment Date fol-
lowing the Issue Date, subject to the prior approval of the Relevant Supervisory Authority if required
pursuant to the then Applicable Capital Adequacy Regulations in order to qualify as regulatory capital,
either redeem the Bonds, substitute the Bonds for new bonds or modify the terms of the Bonds in
accordance with Condition 5(f).

(f) Redemption, substitution or modification upon a Tax Event, a Regulatory Event or a Rating Event

Any redemption, substitution or modification as referred to in Conditions 5(c), 5(d) and 5(e) shall be
conducted in the manner described below.

(i) The Issuer may, having given not less than 30 nor more than 60 days’ notice to the Principal Paying
Agent and, in accordance with Condition 13, the Bondholders (which notice shall be irrevocable)
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redeem all of the Bonds at their principal amount outstanding together with accrued and unpaid
interest and any Arrears of Interest; 

(ii) The Issuer may, subject to compliance with Applicable Capital Adequacy Regulations, substitute
the Bonds for new bonds having materially the same terms as the Bonds and which substitution
shall not be prejudicial to the interests of the Bondholders. Any substitution of the Bonds into new
bonds under this paragraph (f)(ii) shall be made not less than 30 nor more than 60 days’ notice
to the Bondholders in accordance with Condition 13; or

(iii) The Issuer may, subject to compliance with Applicable Capital Adequacy Regulations, modify the
terms of the Bonds which modification shall not be prejudicial to the interests of the Bondholders; 

(g) Purchases

The Issuer may subject to the prior approval of the Relevant Supervisory Authority if required pursuant
to the then Applicable Capital Adequacy Regulations in order to qualify as regulatory capital at any time
purchase Bonds in any manner and at any price.

(h) Cancellation

Bonds purchased by the Issuer may be held, reissued, resold or, at the option of the Issuer, be cancelled
by decreasing the number of Bonds represented by the Global Bond by an equal number. Cancellation
of any Bonds will be effected by reduction in the principal amount of the Global Bond and such can-
celled Bonds may not be reissued or resold. The obligations of the Issuer in respect of any such Bonds
shall be discharged.

6. Payments

(a) Method of Payment

(i) Payments of principal and Interest Amounts and all other payments on or in respect of the Bonds
will be in CHF, will be calculated by the Calculation Agent in accordance with the Conditions and
will be and effected through the Paying Agents. Any such payment will, subject as set out below,
be made against presentation for endorsement and, if no further payment falls to be made in
respect of the Bonds, surrender of the Global Bond to the order of the Paying Agent. A record of
each payment will be endorsed on the appropriate part of the schedule to the Global Bond by or
on behalf of the Paying Agent, which endorsement shall be prima facie evidence that such pay-
ment has been made in respect of the Bonds.

(ii) The names of the initial Principal Paying Agent and its initial specified office are set out below. The
Issuer reserves the right at any time to vary or terminate the appointment of any Paying Agent
and to appoint additional or other Paying Agents subject to Condition 15, provided that it will at
all times maintain  to the extent relevant, as long as the Bonds are admitted to listing and trading
on any other stock exchange or regulated securities market and the rules of such exchange or
securities market so require, a Paying Agent having a specified office in such location as the rules
of such exchange or securities market may require and Notice of any such termination or appoint-
ment and of any change in the specified office of the Paying Agents will be given to the
Bondholders in accordance with Condition 13.

Address of the initial Principal Paying Agent: 
UBS AG
P.O. Box
CH-8098 Zurich, Switzerland
Fax: +41 44 235 43 68
Income Paying Agency Services
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(b) Presentation of Definitive Bonds and Coupons

Payments of principal in respect of Definitive Bonds will (subject as provided below) be made in the
manner provided in paragraph (a) above only against surrender of Definitive Bonds, and payments of
interest in respect of Definitive Bonds will (subject as provided below) be made as aforesaid only against
surrender of Coupons, in each case at the specified office of the Principal Paying Agent. 

Definitive Bonds should be presented for payment together with all unmatured Coupons appertaining
thereto (which expression shall for this purpose include Coupons falling to be issued on exchange of
matured Talons), failing which the amount of any missing unmatured Coupon (or, in the case of pay-
ment not being made in full, the same proportion of the amount of such missing unmatured Coupon
as the sum so paid bears to the sum due) will be deducted from the sum due for payment. Each amount
of principal so deducted will be paid in the manner mentioned above against surrender of the relative
missing Coupon at any time before the expiry of five years after the date on which such principal first
became due (whether or not such Coupon would otherwise have become void under Condition 10) or,
if later, five years from the date on which such Coupon would otherwise have become due. Upon any
Definitive Bond becoming due and repayable prior to the Maturity Date, all unmatured Talons (if any)
appertaining thereto will become void and no further Coupons in respect of any such Talons will be
made or issued, as the case may be.

Upon the date on which any Definitive Bond becomes due and repayable, unmatured Coupons and
Talons (if any) relating thereto (whether or not attached) shall become void and no payment or, as the
case may be, exchange for further Coupons shall be made in respect thereof. Where any such Definitive
Bond is presented for redemption without all unmatured Coupons or Talons relating to it, redemption
shall be made only against the provision of such indemnity as the Issuer may require. 

If the due date for redemption of any Definitive Bond is not an Interest Payment Date, interest (if any)
accrued in respect of such Definitive Bond from (and including) the preceding Interest Payment Date
shall be payable only against surrender of the relevant Definitive Bond. 

(c) Payments subject to fiscal laws

All payments made in accordance with these Conditions will be subject in all cases to any fiscal or other
laws and regulations applicable thereto at the place of payment, but without prejudice to the provi-
sions of Condition 9. 

(d) Payments on Business Days

Each Global Bond, Definitive Bond and Coupon may only be presented for payment on a Business Day.
If any Payment Date would otherwise fall on a day which is not a Business Day, it shall be postponed
to the next Business Day. The amount of the relevant payment shall not be adjusted as a result.

No further interest or other payment will be made as a consequence of the day on which any Global
Bond, Definitive Bond or Coupon may be presented for payment under this paragraph falling after the
due date.

(e) Exchange of Talons

On or after the maturity date of the final Coupon which is (or was at the time of issue) part of a coupon
sheet relating to the Definitive Bonds, the talon forming part of such coupon sheet may be exchanged
at the specified office of the Principal Paying Agent for a further coupon sheet (including a further Talon
but excluding any Coupons in respect of which claims have already become void). Upon the due date
for redemption of any Definitive Bond, any unexchanged talon relating to such Definitive Bond shall
become void and no Coupon will be delivered in respect of such talon.

7. Non-Payment when due

Subject to Condition 8, any Bondholder may, upon the Issuer defaulting under the Bonds, at his or her dis-
cretion and without further notice institute such proceedings against the Issuer as it may think fit to enforce
any term or condition binding on the Issuer under the Agency Agreement or the Bonds, provided that the
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Issuer shall not by virtue of the institution of any such proceedings be obliged to pay any sum or sums, in
cash or otherwise, sooner than the same would otherwise have been payable by it. If the Issuer shall not
make a payment in respect of the Bonds for a period of 14 days or more after the date on which such pay-
ment has become due, the Issuer shall be deemed to be in default under the Bonds. Subject as provided in
the next sentence no principal or Payment will be due by the Issuer if the Issuer is not Solvent or would not
be Solvent if payment of such principal or Payment was made. Also, in the case of any Payment, such pay-
ment will not be due if such Payment is deferred pursuant to Conditions 4(e) or 4(g). Any repayment on the
Bonds following an event of default is subject to the Issuer having obtained the prior approval of the
Relevant Supervisory Authority if required pursuant to the then Applicable Capital Adequacy Regulations in
order to qualify as regulatory capital.

8. No right to institute winding-up proceedings

The Bondholders shall not have the right to petition for or institute proceedings for the winding-up (faillisse-
ment of vereffening na ontbinding) of the Issuer in the Netherlands or to institute equivalent insolvency pro-
ceedings pursuant to any laws in any other country in respect of any default of the Issuer under the Bonds. 

9. Taxation 

All payments by the Issuer of principal, Interest Amounts and Arrears of Interest Payments in respect of the
Bonds and the Coupons will be made without withholding of or deduction for, or on any account of, any
present or future taxes, duties, assessments or governmental charges of whatsoever nature imposed or
levied by or on behalf of the Netherlands or any political subdivision thereof or by any authority therein or
thereof having power to tax, unless the withholding or deduction of such taxes, duties, assessments or gov-
ernmental charges is required by law. In that event the Issuer will pay such additional amounts as shall be
necessary in order that the net amounts received by the Bondholders and the Couponholders after such
withholding or deduction shall equal the respective amounts of principal and interest which would other-
wise have been receivable in respect of the Bonds in the absence of such withholding or deduction, except
that no such additional amounts shall be payable with respect to any Bond or Coupon presented for pay-
ment:

(i) by or on behalf of a Bondholder who is liable for such taxes or duties in respect of such Bond or
Coupon by reason of his having some connection with the Netherlands other than the mere
holding of such Bond or Coupon or the receipt of principal or interest in respect thereof; or 

(ii) by or on behalf of a Bondholder who would not be liable or subject to the withholding or deduc-
tion by making a declaration of non-residence or other similar claim for exemption to the relevant
tax authority; or

(iii) more than 30 days after the Relevant Date (as defined below) except to the extent that the holder
thereof would have been entitled to an additional amount on presenting the same for payment
on such thirtieth day; or

(iv) in the Netherlands; or

(v) where such withholding or deduction is imposed on a payment to an individual and is required to
be made pursuant to European Council Directive 2003/48/EC or any law implementing or com-
plying with, or introduced in order to conform to, such Directive; or

(vi) by or on behalf of a Bondholder who would have been able to avoid such withholding or deduc-
tion by presenting the relevant Bond or Coupon to another Paying Agent in a Member State of
the European Union.

References in these Conditions to principal, Interest Amounts and Arrears of Interest Payments shall be
deemed to include any additional amounts which may become payable pursuant to the foregoing provisions.
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10. Prescription

Claims for payment in relation to the Bonds will become void unless exercised within a period of five years
from the due date for payment thereof.

11. Meetings of Bondholders, Modification, Waiver

The Agency Agreement contains provisions for convening meetings of the Bondholders to consider any
matter affecting their interests, including the sanctioning by Extraordinary Resolution (as defined in the
Agency Agreement) of a modification of the Bonds or certain provisions of the Agency Agreement. Such
meetings may be convened by the Issuer or Bondholders holding not less than 5 per cent. in a nominal
amount of the Bonds for the time being remaining outstanding. The quorum at any such meeting for passing
an Extraordinary Resolution is one or more persons holding or representing not less than 50 per cent. in nom-
inal amount of the Bonds for the time being outstanding, or at any adjourned meeting one or more persons
being or representing Bondholders whatever the nominal amount of the Bonds so held or represented,
except that at any meeting the business of which includes the modification of certain provisions of the Bonds
(excluding any modification as described below and including modifying any date for payment of interest
thereof, reducing or cancelling the amount of principal or the Applicable Interest Rate payable in respect of
the Bonds or altering the currency of payment of the Bonds), the necessary quorum for passing an
Extraordinary Resolution will be one or more persons holding or representing not less than two-thirds, or at
any adjourned such meeting not less than one-third, in nominal amount of the Bonds for the time being
outstanding. An Extraordinary Resolution passed at any meeting of the Bondholders shall be binding on all
the Bondholders, whether or not they are present at the meeting.

The Principal Paying Agent and the Issuer may at all times agree, without the consent of the Bondholders,
to: 

(i) any modification of the Bonds in accordance with Conditions 5(f)(iii), provided that such modifi-
cation is not prejudicial to the interests of the Bondholders; 

(ii) any modification (except as mentioned above) of the Bonds or the Agency Agreement which is
not material prejudicial to the interests of the Bondholders; or 

(iii) any modification of the Bonds or the Agency Agreement which is of a formal, minor or technical
nature or is made to correct a manifest error or to comply with mandatory provisions of the law
of the jurisdiction in which the Issuer is incorporated.

Any such modification shall be binding on the Bondholders and any such modification shall be notified to
the Bondholders in accordance with Condition 13 as soon as practicable thereafter.

12. Replacement of the Bonds and Coupons 

Should the Global Bond, Definitive Bond or Coupon be lost, stolen, mutilated, defaced or destroyed, it may
be replaced at the specified office of the Principal Paying Agent (or such other place of which notice shall
have been given in accordance with Condition 13) upon payment by the claimant of the expenses and costs
incurred in connection therewith and on such terms as the Issuer may reasonably require. The mutilated or
defaced Global Bond, Definitive Bond or Coupon, as the case may be, must be surrendered before any
replacement will be issued.

13. Notices

All notices concerning the Bonds shall be published in accordance with applicable legal requirements.
Notices to Bondholders may be given by the delivery of the relevant notice to SIX Swiss Exchange (www.six-
swiss-exchange.com) and through a press release which will also be made available on the website of the
Issuer (www.snsreaal.nl). Any such notice shall be deemed to have been given on the date of the first pub-
lication. Any Notice delivered to SIX Swiss Exchange shall be deemed to have been given to the Bondholders
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on the day on which such notice is so delivered. Couponholders shall be deemed for all purposes to have
been given notice of the contents of any notice given to Bondholders.

14. Further Issues

The Issuer is at liberty from time to time without the consent of the Bondholders or Couponholders to create
and issue further Bonds ranking pari passu in all respects (or in all respects save for the date from which
interest thereon accrues and the amount of the first payment of interest on such further Bonds) and so that
the same shall be consolidated and form a single series with the outstanding Bonds. 

15. Agents

The Issuer will procure that there shall at all times be a Calculation Agent and a Principal Paying Agent so
long as any Bond is outstanding. Furthermore, the Issuer will procure that there shall at all times be a Paying
Agent in Switzerland so long as the Bonds are listed on the SIX Swiss Exchange If either the Calculation
Agent or the Principal Paying Agent is unable or unwilling to act as such or if it fails to make a determina-
tion or calculation or otherwise fails to perform its duties under these Conditions or the Agency Agreement,
as appropriate, the Issuer shall appoint an independent investment bank to act as such in its place. Neither
the termination of the appointment of a Calculation Agent or the Principal Paying Agent nor the resignation
of either will be effective without a successor having been appointed.

All calculations and determinations made by the Calculation Agent or the Principal Paying Agent in relation
to the Bonds shall (in the absence of wilful default, bad faith or manifest error) be final and binding on the
Issuer, the Paying Agents and the Bondholders.

The Issuer nor any of the Paying Agents other than the Calculation Agent shall have any responsibility to any
person for any errors or omissions in any calculation by the Calculation Agent.

16. Governing Law and Jurisdiction

(a) The Agency Agreement, these Conditions, the Bonds and the Coupons are governed by, and shall be
construed in accordance with, the laws of the Netherlands.

(b) The Issuer submits for the exclusive benefit of the Bondholders and the Couponholders to the jurisdic-
tion of the courts of Amsterdam, the Netherlands, judging in first instance, and in its appellate courts.
Without prejudice to the foregoing, the Issuer further irrevocably agrees that any suit, action or pro-
ceedings arising out of or in connection with the Agency Agreement or the Bonds may be brought in
any other court of competent jurisdiction.

17. Definitions

In these Conditions:

“403-Statement” means the guarantee as referred to in Book 2, Section 403 of the Dutch Civil Code pro-
vided by REAAL for the benefit of the Issuer on 23 December 2008;

“403-Statement Provider” means REAAL N.V.; 

“Agency Agreement” means the Agency Agreement dated on or about the Issue Date as amended from
time to time between the Issuer and the Paying Agents relating to the Bonds under which each Paying Agent
agrees to perform the duties required of it under these Conditions and any additional duties as described
therein;

“Applicable Capital Adequacy Regulations” means (i) the solvency margin, capital adequacy regulations
or any other regulatory capital rules applicable to the Issuer from time to time pursuant to Dutch law and/or
the laws of any other relevant jurisdiction and which lay down the requirements to be satisfied by financial



43

instruments to qualify as solvency margin or additional solvency margin or regulatory capital (or any equi-
valent terminology employed by the then Applicable Capital Adequacy Regulations) and/or (ii) regulatory
rules relating to the technical facilities and/or statutory liquidity requirements or any other capital adequacy
regulations applicable to the Issuer from time to time pursuant to Dutch law and/or the laws of any other
relevant jurisdiction, each as applied and construed by the Relevant Supervisory Authority and applicable to
the Issuer;

“Applicable Interest Rate” means the Fixed Interest Rate or the Reset Interest Rate, as the case may be; 

“Arrears of Interest” means any Interest Payment, or part thereof, which has been deferred in accordance
with Conditions 4(e) or 4(g) and has not subsequently been satisfied; 

“Arrears of Interest Payment” means a Payment of Arrears of Interest on an Arrears of Interest
Satisfaction Date in accordance with Condition 4(h); 

“Arrears of Interest Satisfaction Date” means:

(a) with respect to a deferral under Condition 4(g)(i), the first Interest Payment Date after a Capital
Adequacy Event is no longer continuing and the Interest Payment is no longer required to be deferred
pursuant to Condition 4(g)(i); or

(b) the Compulsory Interest Payment Date; 

“Assets” means the non-consolidated gross assets of the Issuer as shown by the then latest published bal-
ance sheet of the Issuer but adjusted for contingencies and for subsequent events and to such extent as the
directors or, as the case may be, the liquidator may determine to be appropriate;

“Bonds” means up to the CHF 105,000,000 direct, unsecured and subordinated obligations of the Issuer
with a denomination of CHF 5,000 each and integral multiples thereof and issued at an issue price of 101
per cent, and any further Bonds issued pursuant to Condition 14 and forming a single series with the Bonds;

“Bondholder” means any holder of a Bond from time to time;

“Business Day” means a day, other than a Saturday or Sunday, which is both a TARGET2 Settlement Day
and a day on which commercial banks and foreign exchange markets settle payments and are open for gen-
eral business (including dealing in foreign exchange and foreign currency deposits) in Zurich ; 

“Calculation Agent” means the calculation agent in relation to the Bonds, or its successor or successors
for the time being appointed under the Agency Agreement;

“Capital Adequacy Event” means that the Issuer is:

(a) in breach of the regulations imposing obligations on the Issuer pursuant to the Applicable Capital
Adequacy Regulations with respect to maintenance of (i) minimum levels of solvency margins, addi-
tional solvency margin or any other applicable regulatory capital, (ii) technical facilities fully covered by
assets, (iii) any statutory liquidity requirements and/or (iv) any other relevant capital adequacy levels, and
a deferral of interest and/or a suspension of payment of principal is required under the Applicable
Capital Adequacy Regulations; 

(b) following the implementation of the Solvency II Directive, the solvency margin, additional solvency
margin, technical facilities, statutory liquidity requirements or any other applicable regulatory capital
requirements or any other relevant capital adequacy levels (or any equivalent terminology employed by
the then Applicable Capital Adequacy Regulations) of the Issuer is not sufficient to cover its capital
requirements (or any equivalent terminology employed by the then Applicable Capital Adequacy
Regulations), and a deferral of interest and/or a suspension of payment of principal is required under
the then Applicable Capital Adequacy Regulations; or

(c) the Relevant Supervisory Authority has notified the Issuer that it has determined in view of the finan-
cial condition of the Issuer, that the conditions specified under (a) and/or (b) above would occur in the
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near term and in accordance with the then Applicable Capital Adequacy Regulations, the Issuer must
take specified action in relation to any payments under the Bonds;

“Compulsory Interest Payment Date” has the meaning ascribed to it in Condition 4(f); 

“Compulsory Interest Payment Event” means any of the following events:

(a) a dividend (or any distribution from reserves) was declared payable in respect of any class of shares of
the Issuer or SNS REAAL, as the case may be, in the general meeting of shareholders of the Issuer or
SNS REAAL, as the case may be; or

(b) the Issuer or SNS REAAL, as the case may be, has repurchased or otherwise acquired any shares in its
own capital (other than shares repurchased or otherwise acquired by the Issuer, to the extent relevant,
to reduce its capital, in the context of its own buy-back programme, if any, under any equity derivative
hedge structure or transaction, under any hedging of stock options programme or any other compen-
sation benefit programme, if any, in connection with financial restructurings, mergers, acquisitions,
split-offs, divestments or alike corporate transactions);

“Day Count Fraction” means in respect of the calculation of an amount of interest for any Interest Period,
the actual number of days in the Interest Period divided by 360 (30/360 

“Deferral Notice” has the meaning ascribed to it in Condition 4(e);

“Definitive Bonds” means Bonds in definitive form as provided for in the Agency Agreement;

“DFSA” means the Dutch Financial Supervision Act (Wet op het financieel toezicht) and the rules promul-
gated thereunder; 

“DNB” means the Dutch Central Bank (De Nederlandsche Bank N.V.);

“First Call Date” means the Interest Payment Date falling in 2016;

“Fixed Interest Period” means in respect of the first Fixed Interest Period, the period commencing on (and
including) the Issue Date and ending on (but excluding) the first successive Interest Payment Date and in
respect of each successive Fixed Interest Period, each successive period commencing on (and including) such
first successive Interest Payment Date and ending on (but excluding) the next succeeding Interest Payment
Date up to (but excluding) the First Call Date. There will be a short first coupon from the Issue Date up to
and excluding 19 December 2011;

“Fixed Interest Rate” means up to the First Call Date a fixed rate of interest of 7 per cent., payable annu-
ally in arrears; 

“Fixed Interest Rate Day Count Fraction” means, in respect of the calculation of an amount of interest
for any Fixed Interest Period, the actual number of days in the Fixed Interest Period divided by 360 (30/360);

“Global Bond” means the Permanent Global Bond, ;

“Interest” shall, where appropriate, include Interest Amounts and Arrears of Interest;

“Interest Amount” means in respect of an Interest Payment, the amount of interest payable on a Bond for
the relevant Interest Period in accordance with Condition 4; 

“Interest Determination Date” means in respect of a Relevant Five-Year Period, the fifth Business Day
prior to 19 December 2016 and each fifth Business Day prior to the first day of the Relevant Five-Year Period
thereafter; 

“Interest Payment” means, in respect of a Interest Payment Date, the aggregate Interest Amounts for the
Interest Period ending on such Interest Payment Date;

“Interest Payment Date” means 19 December in each calendar year,  following the Issue Date;
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“Interest Period” means each Fixed Interest Period and each Reset Interest Period , as applicable; 

“Intermediary” means SIX SIS Ltd or any other intermediary;

“Intermediated Securities” means intermediated securities in accordance with the provisions of the Swiss
Federal Intermediated Securities Act;

“Issue Date” means on or about 19 July 2011;

“Issuer” means SRLEV N.V.;

“Liabilities” means the non-consolidated gross liabilities of the Issuer as shown by the then latest published
balance sheet of the Issuer, but adjusted for contingencies and for subsequent events and to such extent as
the directors, the auditors or, as the case may be, the liquidator may determine;

“Optional Interest Payment Date” means any Interest Payment Date other than a Compulsory Interest
Payment Date or a Required Interest Deferral Date;

“Paying Agents” means the agents or their successors for the time being appointed under the Agency
Agreement and such term shall unless the context otherwise requires, include the Principal Paying Agent;

“Payment” means any Interest Payment, Arrears of Interest Payment or Interest Amount not falling within
the definition of Interest Payment;

“Permanent Global Bond” means the permanent global certificate in which the Bonds will be represented,
without coupons attached;

“Principal Paying Agent” means the Principal Paying Agent or its successor or successors for the time
being appointed under the Agency Agreement;

“Rating Agency” means S&P or Moody’s or any of their respective successors;

“Rating Agency Event” has the meaning ascribed to it in Condition 5(e);

“Reference Banks” means the principal Swiss office of each of five major banks engaged in the Swiss inter-
bank market selected by the Calculation Agent, provided that, once a Reference Bank has been selected by
the Calculation Agent, that Reference Bank shall not be changed unless and until it ceases to be capable of
acting as such; 

“Regulatory Event” has the meaning ascribed to it in Condition 5(d); 

“Relevant Date” means 

(a) in respect of any payment other than a Winding-Up Claim, the date on which such payment first
becomes due and payable but, if the full amount of the moneys payable on such date has not been
received by the Principal Paying Agent on or prior to such date, the Relevant Date means the date on
which such moneys shall have been so received and notice to that effect shall have been given to the
Bondholders in accordance with Condition 13; and 

(b) in respect of a Winding-Up Claim, the date which is one day prior to the commencement of the
winding-up (faillissement of vereffening na ontbinding);

“Relevant Supervisory Authority” means any relevant regulator supervising the Issuer in respect of its
compliance with any Applicable Capital Adequacy Regulations. The current Relevant Supervisory Authority
is DNB;

“Required Interest Deferral Date” means each Interest Payment Date in respect of which the
Bondholders, the Principal Paying Agent and the Calculation Agent have received written notice from the
Issuer confirming that (i) a Capital Adequacy Event has occurred and is continuing on such Interest Payment
Date, or (ii) the payment of such interest would itself cause a Capital Adequacy Event;
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“Reset Interest Period” means each period commencing on (and including) the First Call Date and ending
on (but excluding) the successive Interest Payment Date, and in respect of each successive Reset Interest
Period, each successive period commencing on (and including) such first successive Interest Payment Date
and ending on (but excluding) the next succeeding Interest Payment Date; 

“Reset Interest Rate” means the 5 year CHF Mid Swap Rate plus the Initial Margin of 5.625 per cent.;

“S&P” means Standard & Poor’s Rating Services, a division of The McGraw-Hill Companies, Inc.;

“Screen Page” means the page of the Gottex Screen displaying “CHF Interest vs LIBOR”; (or such other
screen page of the Gottex Screen or such information service, which is the successor to this page off the
Gottex Screen; for the purpose of displaying such rates);

“Senior Creditors” means present and future creditors of the Issuer or the 403-Statement Provider, as the
case may be,

(a) who are unsubordinated creditors of the Issuer or the 403-Statement Provider, as the case may be,
including, for the avoidance of doubt, any policyholders of the Issuer or the 403-Statement Provider;
as the case may be;

(b) whose claims are, or are expressed to be, subordinated (whether only in the event of the winding-up
(faillissement of vereffening na ontbinding) of the Issuer or the 403-Statement Provider, as the case may
be, or otherwise) to the claims of unsubordinated creditors of the Issuer or the 403-Statement Provider,
as the case may be, but are expressly required to rank senior to the Bonds by mandatory provisions of
law; or

(c) who are subordinated creditors of the Issuer or the 403-Statement Provider, as the case may be, other
than those whose claims are, or are expressed to rank, pari passu with, or junior to, the claims of the
Bondholders including, for the avoidance of doubt, those whose claims relate to distribution on any
and all classes of share capital of the Issuer or the 403-Statement Provider, as the case may be; 

“SIS” mean SIX SIS Ltd, the Swiss Securities Services Corporation in Olten, Switzerland.

“SIX Swiss Exchange” means SIX Swiss Exchange Ltd., the Swiss stock exchange

“SNS REAAL” means SNS REAAL N.V. 

“Solvency II Directive” means Directive 2009/138/EC of the European Parliament and of the Council of 
25 November 2009 and the implementing measures by the European Commission thereunder;

“Solvent” means that the Issuer is 

(a) able to pay its debts to Senior Creditors as they fall due; and 

(b) its Assets exceed its Liabilities (other than its liabilities to persons who are not Senior Creditors);

“Subsidiary” means a subsidiary of the Issuer within the meaning of Section 2:24a of the Dutch Civil Code;

“successor in business” means, in relation to the Issuer:

(a) a company or other entity to whom the Issuer validly and effectually, in accordance with all enactments,
orders and regulations in force for the time being and from time to time, transfers the whole or a sub-
stantial part of its business, or assets for the purpose of assuming and conducting the business of the
Issuer in its place; 

(b) any other entity which acquires in any other manner all or substantially all the property and/or assets
of the Issuer or carries on as a successor to the Issuer the whole or substantially the whole of the busi-
ness carried on by the Issuer prior thereto; or
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(c) where in each of the cases in paragraphs (a) and (b) above the terms of the proposed transaction have
previously been approved by an Extraordinary Resolution of the Bondholders.

“TARGET2 Settlement Day” means a day on which the TARGET2 System is open; 

“TARGET2 System” means the Trans-European Automated Real-Time Gross Settlement Express Transfer
payment system which utilises a single shared platform and which was launched on 19 November 2007 or
any successor thereof;

“Tax Event” has the meaning ascribed to it in Condition 5(c);

“Tax Law Change” has the meaning ascribed to it in Condition 5(c)(ii);

“Winding-Up Claim” has the meaning ascribed to it in Condition 2(b).
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Consolidated balance sheet

Before result appropriation and in € millions 31 12 2010 31 12 2009

Assets

Intangible fixed assets 1 2,260 2,436
Property and equipment 2 170 191
Investments in associates 3 55 65
Investment properties 4 252 259
Investments 5 33,940 33,061
Investments for account of policyholders 6 12,641 12,040
Invested collateral securities lending 7 176 540
Derivatives 8 225 195
Deferred tax assets 9 160 251
Reinsurance contracts 17 355 366
Loans and advances to banks 10 356 1,831
Corporate income tax 11 105 50
Other assets 12 256 54
Cash and cash equivalents 13 2,054 1,723

Total assets 53,005 53,062

Equity and liabilities

Share capital * *
Other reserves 2,739 2,373
Retained earnings 277 189

Shareholders’ equity 14 3,016 2,562
Equity attributable to securityholders 14 725 725
Minority interests 3 13

Total equity 3,744 3,300

Subordinated debt 15 960 963
Debt certificates 16 1,771 1,976
Insurance contracts 17 38,691 38,060
Provision for employee benefits 18 333 341
Other provisions 19 34 38
Securities lending liabilities 7 182 550
Derivatives 8 84 76
Deferred tax liabilities 9 490 559
Amounts due to customers 20 774 819
Amounts due to banks 21 4,506 4,764
Corporate income tax 143
Other liabilities 22 1,293 1,616

Total 53,005 53,062

*: The issued and paid up share capital of REAAL Verzekeringen is € 238,500.

The references next to the balance sheet items refer to the notes starting on page 118. Some of the
comparative figures have been restated for comparison purposes. Reference is made to the notes in subsection
2.3 of the accounting principles for the consolidated financial statements.
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Consolidated income statement

In € millions 2010 2009

Income

Premium income 3,728 4,362
Reinsurance premiums 154 108
Net premium income 23 3,574 4,254

Fee and commission income 103 101
Fee and commission expense 33 23
Net fee and commission income 24 70 78

Share in result of associates 25 6 17
Investment income 26 1,498 1,695
Investment income for account of policyholders 27 815 1,334
Result on financial instruments 28 96 (16)
Income invested collateral securities lending 3 29
Other operating income 29 37 16
Total income 6,099 7,407

Expenses

Technical claims and benefits 30 3,175 3,307
Charges for account of policyholders 31 1,553 2,426
Acquisition costs for insurance operations 32 327 367
Staff costs 33 179 313
Depreciation and amortisation of fixed assets 1, 2 80 58
Other operating expenses 34 222 138
Impairment charges / (reversals) 35 29 242
Interest expense securities lending 1 20
Other interest expenses 36 178 288
Other expenses 2 4
Total expenses 5,746 7,163

Result before tax 353 244

Taxation 37 75 44

Net result for the period 278 200

Attribution:
Net result attributable to shareholders 277 189
Net result attributable to securityholders 7
Net result attributable to shareholders and securityholders

277 196

Net result attributable to minority interests 1 4

Net result for the period 278 200

The references next to the income statement items refer to the notes starting on page 139. Some of the
comparative figures have been restated for comparison purposes. Reference is made to the notes in paragraph
2.3 of the accounting principles for the consolidated financial statements.
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Consolidated statement of comprehensive income

In € millions 2010 2009

Net result for the period 278 200

Unrealised revaluations property and equipment 1 (4)
Impairments property and equipment
Realised revaluations through equity

Change in revaluation reserve 1 (4)

Unrealised revaluations from cash flow hedges 22 (19)
Deferred interest income from cash flow hedges (2) 2
Realised revaluations through profit or loss (45)

Change in cash flow hedge reserve (25) (17)

Revaluations investments available for sale 307 343
Impairments fair value (12) (14)
Realised revaluations through profit or loss (95)
Change in profit sharing reserve (67) (27)

Change in fair value reserve 133 302

Change in profit sharing reserve 40 27
Change in other reserves 29

Other comprehensive income (after tax) 178 308

Total comprehensive income 456 508

Attribution:
Total comprehensive income 456 508
Total comprehensive income to minority interests 1 4

Total comprehensive income attributable to shareholders and
securityholders

455 504
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Consolidated statement of changes in equity
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Balance as at 1 January 2010 1,730 6 87 299 215 36 189 2,562 725 13 3,300

Transfer of retained earnings 2009 196 (196)
Transfer of coupon paid on
securities capital 2009 (7) 7

189 (189)

Unrealised revaluations from cash
flow hedges 22 22 22
Deferred interest income from
cash flow hedges (2) (2) (2)
Unrealised revaluations 1 307 308 308
Impairments (12) (12) (12)
Realised revaluations through
profit or loss (45) (95) (140) (140)
Change in profit sharing reserve (67) 27 40
Other movements 1 1 (10) (9)

Amounts charged directly to total
equity 1 (25) 133 28 40 177 (10) 167
Net result 2010 277 277 277

Total result 2010 1 (25) 133 28 40 277 454 (10) 444

Total changes in equity 2010 1 (25) 133 217 40 88 454 (10) 444

Balance as at 31 December 2010 1,730 7 62 432 432 76 277 3,016 725 3 3,744

For more information on the statement of changes in equity please refer to paragraph 3.7 of the accounting
principles for the consolidated financial statements.
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In € millions Is
su
ed

ca
pi
ta
l

Sh
ar
e
pr
em

iu
m

re
se
rv
e

Re
va
lu
at
io
n
re
se
rv
e

Ca
sh

flo
w
he

dg
e
re
se
rv
e

Fa
ir
va
lu
e
re
se
rv
e

O
th
er

re
se
rv
es

Pr
of
it
sh
ar
in
g
re
se
rv
e

Re
ta
in
ed

ea
rn
in
gs

Eq
ui
ty

at
tr
ib
ut
ab

le
to

sh
ar
eh

ol
de

rs

Eq
ui
ty

at
tr
ib
ut
ab

le
to

se
cu
ri
ty
ho

ld
er
s

M
in
or
ity

in
te
re
st
s

G
ro
up

eq
ui
ty

Balance as at 1 January 2009 1,833 10 104 (3) 765 9 (550) 2,168 975 13 3,156

Transfer of retained earnings 2008 (550) 550

Unrealised revaluations from cash
flow hedges (19) (19) (19)
Deferred interest income from
cash flow hedges 2 2 2
Revaluations (4) 343 339 339
Impairments (14) (14) (14)
Realised revaluations through
profit or loss
Change in profit sharing reserve (27) 27
Other movements

Amounts charged directly to total
equity (4) (17) 302 27 308 308
Net result 2009 196 196 196

Total result 2009 (4) (17) 302 27 196 504 504

Paid in share premium 107 107 107
Dividend distribution (210) (210) (210)
Repurchase of securities (250) (250)
Coupon payable on securities (7) (7) (7)

Transactions with shareholders
and securityholders (103) (7) (110) (250) (360)

Total changes in equity 2009 (103) (4) (17) 302 (550) 27 739 394 (250) 144

Balance as at 31 December 2009 1,730 6 87 299 215 36 189 2,562 725 13 3,300
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Consolidated cash flow statement

In € millions 2010 2009

Cash flow from operating activities

Operating profit before taxation 353 244
Adjustments for:
Depreciation and amortisation of fixed assets 269 273
Changes in technical provisions own risk (42) 90
Changes in other provisions 10 128
Impairment charges / (reversals) 29 242
Unrealised results on investments through profit or loss (164) (32)
Retained share in the result of associates 17 (10)

Corporate income tax received / (paid)
Change in operating assets and liabilities
Change in loans and advances to customers (45) 130
Change in loans and advances to banks 1,217 186
Change in other operating activities (1,441) 1,356

Net cash flow from operating activities 203 2,607

Cash flow from investment activities

Cash flow from the sale of intangible fixed assets
Cash flow from the sale of property and equipment 7 15
Cash flow from the sale of investment property 21
Cash flow from the sale and redemption of investments and derivatives 16,571 20,183
Purchase of intangible fixed assets (94) (254)
Purchase of property and equipment (8) (9)
Purchase of subsidiaries (1)
Purchase of investment property (1) (9)
Purchase of investments and derivatives (15,768) (19,683)
Cash flow from investment activities 707 263

Cash flow from finance activities

Cash flow from premiums 107
Cash flow from the issue of securities
Cash flow from subordinated loans
Dividend paid (210)
Coupon paid on securities (7)
Repurchase of securities (including coupon paid) (250)
Redemption of subordinated loans (3) (4)
Redemption of debt certificates (576) (1,997)
Net cash flow from finance activities (579) (603)

Cash and cash equivalents as at 1 January 1,723 1,214
Cash flow from acquisitions
Change in cash and cash equivalents 331 509

Cash and cash equivalents as at 31 December 2,054 1,723

Additional disclosure with regard to cash flows from operating activities:
Interest income received 1,483 1,711
Dividends received 204 241
Interest paid 197 332
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Accounting principles for the consolidated financial statements

1 Adoption of the financial statements
The consolidated financial statements of REAAL N.V. for the year ended on 31 December 2010 were authorised
for publication by the Management Board following their approval by the Supervisory Board on 19 May 2011.
The financial statements will be submitted to the General Meeting of Shareholders for adoption.

2 General information
REAAL N.V., incorporated and established in the Netherlands, is a public limited liability company incorporated
under the laws of the Netherlands. REAAL N.V.’s registered office is located at Croeselaan 1, 3521 BJ Utrecht.

REAAL N.V. is a wholly owned subsidiary of SNS REAAL N.V.

REAAL’s financial statements comprise the accounts of all the companies controlled by REAAL and the interests
of REAAL in associated companies and entities.

The main accounting principles used in the preparation of the consolidated financial statements and the
company financial statements are set out in this section.

3 Basis of preparation

3.1 Statement of IFRS compliance
REAAL prepares the consolidated financial statements in accordance with International Financial Reporting
Standards (IFRS), as adopted within the European Union (EU). Pursuant to the option offered under Book 2,
Title 9 of the Dutch Civil Code, REAAL prepares its company financial statements in accordance with the same
accounting principles as those used for the consolidated financial statements.

3.1.1 Changes in published standards and interpretations effective in 2010
New or amended standards become effective on the date specified in the relevant IFRS, but may allow early
adoption. In 2010, the following standards and interpretations issued by the International Accounting
Standards Board (IASB) and the IFRS Interpretations Committee (Interpretations Committee, formerly IFRIC),
respectively, became mandatory, and have been adopted by the EU. Unless stated otherwise, the changes will
have no material effect on the consolidated financial statements of REAAL.

� Revision of IFRS 1 First time Adoption of International Financial Reporting Standards.
� Amendments to IFRS 1 ‘Additional Exemptions for First time Adopters’.
� Amendments to IFRS 2 Share based Payment.
� Amendments to IFRS 3 Business Combinations and IAS 27 Consolidated and Separate Financial

Statements.
� Improvements to IFRSs 2008: IFRS 5 Non current Assets Held for Sale and Discontinued Operations –

‘Classification of Non current Assets Held for Sale’.
� Amendments to IAS 39 Financial Instruments: Recognition and Measurement – ‘Eligible Hedged

Items’.
� Amendments to IAS 39 Financial Instruments: Recognition and Measurement and IFRIC 9

Reassessment of Embedded Derivatives.
� Amendments to IFRIC 17 Distribution of Non cash Assets to Owners.
� Improvements to IFRSs 2009.

3.1.2 Interpretations of existing standards or amendments to standards, not yet effective in 2010
The following new standards, amendments to existing standards and interpretations, published prior to 1
January
2011 and effective for accounting periods beginning on or after 1 January 2011, were not early adopted by
REAAL.

� Amendments to IFRS 1 First time Adoption of International Financial Reporting Standards – ‘Limited
Exemption from Comparative IFRS 7 Disclosures for First time Adopters’.

� Revision of IAS 24 Related Party Disclosures.
� Amendments to IAS 32 Financial Instruments: Presentation – ‘Classification of Rights Issues’.
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� Amendments to IFRIC 14 Prepayments of a Minimum Funding Requirement.
� IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments.
� Improvements to IFRSs 2010.

In addition, IFRS 9 Financial Instruments: Classification and Measurement was published, effective 1 January
2013. This IFRS is phase 1 of a complete revision of IAS 39 Financial Instruments. The new standard has not yet
been adopted by the EU. Expectations are that it will affect the classification and measurement of financial
assets and liabilities. Its full impact will not become clear until the two other phases of the IASB project have
been completed and published.

3.2 Changes in principles, estimates and presentation

3.2.1 Changes in presentation
The presentation of the following items has been changed. Comparative figures for 2009 have been adjusted
accordingly.

Effective January 2010, all individual life insurance activities have been transferred to the REAAL Life segment
and all pension activities to the Zwitserleven segment as a result of the restructuring involving the business
units Zwitserleven and REAAL Life.

Effective 2010, the presentation of the saving components of savings mortgages are harmonised and presented
in their entirety as investments for own account. At REAAL Life, an amount of € 527 million was adjusted from
‘investments for account of policyholders’ in 2009. In addition, at Zwitserleven an amount of € 54 million was
adjusted from ‘loans and advances to banks’ to ‘investments for own account’ in 2009.

The following tables (see the next page) show the changes mentioned above to the balance sheet by segment
as at 31 December 2009 and the changes to the income statement by segment for 2009.
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Adjusted balance sheet Insurance activities by segment as at 31 December 2009
In € millions Zwitserleven

adjusted
2009

Zwitserleven
reported
2009

REAAL
Life

adjusted
2009

REAAL Life
reported
2009

Eliminations
adjusted
2009

Eliminations
reported
2009

Assets

Intangible fixed assets 721 807 1,493 1,407
Property and equipment 40 40 113 113
Investments in associates 63 63
Investment properties 33 33 226 226
Investments 7,677 8,948 19,826 17,974 (244) (244)
Investments for account of
policyholders 6,080 5,224 5,960 7,343
Invested collateral securities
lending 540 540
Derivatives 13 5 179 187
Deferred tax assets 196 184 56 68 (41) (41)
Reinsurance contracts 2 2 156 156
Loans and advances to customers 10 1,590 1,580
Loans and advances to banks 18 76 1,793 1,789
Corporate income tax 3 3 46 46 (36) (36)
Other assets 144 200 1,848 1,403 (3,507) (3,118)
Cash and cash equivalents 147 98 1,322 1,371

Total assets 15,614 16,170 34,671 33,726 (3,828) (3,439)

Equity and liabilities
Equity attributable to
shareholders 1,533 1,120 1,654 2,067
Equity attributable to
securityholders 47 47 108 108
Minority interests 13 13
Total equity 1,580 1,167 1,775 2,188

Participation certificates and
subordinated debt 119 215 647 551 (131) (131)
Insurance contracts 11,791 12,559 24,956 24,188 (68) (68)
Provision for
employee benefits 202 202 13 13
Other provisions 5 2 12 15
Securities lending liabilities 550 550
Derivatives 3 3 29 29
Deferred tax liabilities 156 232 368 292 (41) (41)
Other amounts due to customers 5 6 718 717 (113) (113)
Amounts due to banks 4,045 4,045
Corporate income tax 36 36 (36) (36)
Other liabilities 1,167 1,198 2,108 1,688 (3,439) (3,050)

Total equity and liabilities 15,614 16,170 34,671 33,726 (3,828) (3,439)
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Adjusted income statement Insurance activities by segment 2009
In € millions Zwitserleven

adjusted
2009

Zwitserleven
reported
2009

REAAL
Life

adjusted
2009

REAAL Life
reported
2009

Eliminations
adjusted
2009

Eliminations
reported
2009

Income
Premium income 1,103 1,249 2,445 2,299
Reinsurance premiums 3 5 38 36
Net premium income 1,100 1,244 2,407 2,263

Fee and commission income 12 4 64 72
Fee and commission
expense (3) (3) 10 10
Net fee and commission
income 15 7 54 62

Share in result of associates 22 22
Investment income 387 467 1,160 1,080 (43) (43)
Investment income for
account of policyholders 494 432 840 902
Result on financial instruments 8 16 (24) (31)
Income invested collateral
securities lending 29 30
Total income 2,033 2,196 4,459 4,298 (43) (43)

Technical expenses 576 857 2,295 2,014
Charges for account of
policyholders 1,072 994 1,354 1,432
Acquisition costs for
insurance operations 18 17 161 162
Staff costs 88 75 125 138
Depreciation and amortisation
of fixed assets 10 6 38 42
Other operating expenses 25 28 51 50
Impairment charges 55 55 177 178
Interest expenses
securities lending 20 20
Other interest expenses 29 35 212 206 (43) (43)
Total expenses 1,893 2,087 4,413 4,222

Result before tax 140 109 46 76
Taxation 36 29 (7) (1)
Net result from
continued operations 104 80 53 77
Net result from
discontinued operations
Net result for the period 104 80 53 77
Minority interests 4 4
Net result attributable
to shareholders and
securityholders 104 80 49 73

3.3 Accounting principles used in the preparation of the financial statements
The accounting principles set out below have been applied consistently to all the periods presented in these
consolidated financial statements. The group entities have applied the accounting principles consistently to all
periods.
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3.3.1 Accounting principles applied to balance sheet items
Several accounting methods have been used in the preparation of these annual accounts. Fair value is used for
land and buildings in own use, investment property, part of the loans and advances to customers, investments
classified at fair value through profit or loss, for investments classified as available for sale, for invested
collateral securities lending, for derivatives and for investments and liabilities for account of policyholders.

All other financial assets (including loans and advances) and liabilities are measured at amortised cost. The
book value of assets and liabilities measured at amortised cost that are part of a fair value hedge is restated to
reflect the change in fair value that is attributable to the hedged risk. Non financial assets and liabilities are
generally measured at historical cost. Except for the cash flow information, the financial statements have been
prepared on an accrual basis.

3.3.2 Functional currency and reporting currency
The consolidated financial statements have been prepared in millions of euros (€). The euro is the functional
currency of REAAL. All financial data presented in euros are rounded off to the nearest thousand, unless stated
otherwise.

3.4 Main accounting principles, estimates and assumptions

3.4.1 The use of estimates and assumptions in the preparation of the financial statements
The preparation of the consolidated financial statements requires REAAL to make estimates and assumptions
based on complex and subjective opinions and estimates. These estimates have a significant impact on the
reported amounts of assets and liabilities and the contingent assets and liabilities at the balance sheet date,
and the reported income and expenses for the financial year. This involves assessing the situations on the basis
of available financial data and information. Although these estimates are made to the best of the
management’s knowledge, actual results may differ from the estimates.

Estimates and underlying assumptions are reviewed on a regular basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised or in the period of revision and future periods if the
revision impacts both the reporting period and future periods.

The main accounting principles involving the use of estimates concern the methods for determining the
provisions for insurance contracts, determining the provisions for bad debts, determining the fair value of
financial assets and liabilities and determining impairments.

For detailed information and disclosure of the accounting estimates and assumptions we refer to the next
paragraphs and the notes to the financial statements items.

3.4.2 Provision for insurance contracts
The provision for insurance contracts is determined on the basis of a sufficiently conservative prospective
actuarial method taking into account all future benefit payments and premiums to be received, to the extent
applicable. The calculation deviates from using a prospective method if the nature of the relevant type of life
insurance does not allow the application of this method.

Actual payments and the timing of payments depend on factors such as social, economic and demographic
trends, inflation, investment returns, the behaviour of policyholders and other factors, and, for life insurance
contracts, assumptions about developments in mortality and disability rates. Lapse is also taken into account
for some risk products. The assumptions used in the valuation of life insurance policies at the balance sheet
date are based on the calculation principles set at the time of the issue of the policy. Using different
assumptions for these factors than have been used in preparing these accounts could have a significant effect
on the technical provisions and related expenses for insurance contracts.

Most policies have a fixed discount rate, which is 3% for contracts issued after 1999 and a maximum of 4% for
contracts prior to this time. For savings mortgages and other guaranteed products, the rate of return
guaranteed in the contract is used. The actuarial interest for these products equals the investment return
achieved on the corresponding investments.

3.4.2.1 IFRS liability adequacy test for insurance obligations
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The insurance obligations reported at the balance sheet date are valued using premium calculation principles
for interest and mortality (for life insurance contracts) or historically observed claim development patterns
(non life insurance). A combination of both methods is used in relation to the disability insurance contracts.
The adequacy of the provisions is tested periodically during the reporting period by means of the IFRS liability
adequacy test.

3.4.2.2 IFRS liability adequacy test for life insurance
In accordance with IFRS rules an IFRS liability adequacy test is performed. This is a test of the balance sheet
provision less the related capitalised acquisition costs and VOBA to establish whether it is adequate to be able
to meet the commitments vis à vis the policyholders with a large degree of certainty. When performing this
test, best estimate future contractual cash flows are projected, taking into account current and future
developments of mortality, disability, the behaviour of policyholders, claims handling and management costs,
and differences in the valuation of investments (to the extent they are not recognised at fair value). Valuation
of the future expected profit sharing and the time value of embedded derivatives is included in these cash
flows. The estimate is increased by a risk margin. The Cost of Capital method is used in calculating the risk
margin. Finally the cash flows are discounted. If the thus calculated realistic provision turns out to be lower
than the existing technical provision present in the balance sheet, it can be ascertained that the existing
balance sheet provision is adequate to satisfy future commitments vis à vis the policyholders. Any shortfall is
charged directly to the income statement.

This IFRS liability adequacy test is performed every quarter for the entire life insurance portfolio to determine
whether the reported technical provision, based on the most current assumptions, is still adequate.

The following current assumptions were used in performing the IFRS liability adequacy test as at 31 December
2010:

� Discount rate calculated on the Dutch Central Bank curve with an add on to ECB all government yields.
� Profit allocation where surplus interest exceeds the assumed interest plus 0.5%, with tranches of

surplus interest running off over time.
� Cost allocation and distribution of efficiency advantages based on internal assessment.
� Projected mortality data for the entire population (CBS Statistics Netherlands data from 2009)

adjusted for experience in the company’s portfolio based on internal research.
� Lapse and early surrender data based on internal research.
� Inflation derived from market data.
� Salary increases in collective labour agreements in accordance with the inflation assumption.

Mortality tables are used in the test on the provision for insurance contracts. These tables contain historical
data on mortality. REAAL uses what is referred to as the PLT models prepared by the Dutch Association of
Insurers. The model used by REAAL to forecast the mortality development has been updated to the most
recent mortality observations as taken by CBS up to and including 2009. These models are in line with the CBS
models.

The mortality rates used in the projection of the liabilities is the probability according to the population
mortality rate multiplied by a portfolio factor. The portfolio factor measures the difference between population
mortality and mortality in the insurance portfolio. This factor is individually determined for each Business Unit
and is also dependent on product characteristics, gender, and elapsed time/age. This portfolio factor is revised
annually based on internal research and the mortality rates of the latest CBS observations.

3.4.2.3 Liability adequacy test for non life insurance
A test is carried out twice a year to establish the adequacy of the claims reserves. Halfway through the year this
test is performed on the claims reserves (including reinsurance). At year end, this adequacy analysis of the
claims reserves is extended with a test on the provision for unearned premiums and the provision for claims
handling expenses.

The test first determines a best estimate, followed by a risk margin. The best estimate serves as a realistic
estimate of future claim payments, claims handling expenses and future expenses arising from insurance
contracts. The risk margin is based on the Cost of Capital method.
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The test is performed on individual portfolios. The classification in portfolios (by use of branches and
distribution channels) has been carried out in such a manner that the portfolios can be considered
homogenous as far as risk is concerned. Practically the entire portfolio is subjected to a quantitative test; only
part of the incoming reinsurance contracts is subjected to a qualitative test.

The test is augmented with the assessment of actual claims development results, the effects that the reserve
policy for case provisions has on the amount of the claims provision and the possibility of inadequacy of
premiums. The adequacy of the technical provisions for the entire non life portfolio is assessed by combining
these various test elements. Any shortfall is charged directly to the income statement.

3.4.3 Provision for bad debts
As far as the loans and advances with or without mortgage collateral are concerned, a provision for impairment
is made if there are objective indications that REAAL will not be able to collect all the amounts in accordance
with the original contract.

The criteria for impairment are applied to the entire loan portfolio. Smaller homogenous groups of loans and
advances (with corresponding credit risk), such as mortgages, are tested collectively for impairment. The same
applies to smaller business loans managed in a portfolio.

The provision with respect to the collective approach is calculated using models, including risk rating models
for homogenous pools of consumer and SME loans. The loss factors developed using these models are based
on historical loss data of REAAL, and are adjusted according to current information that, in the opinion of the
management, can affect the recoverability of the portfolio on the assessment date.

The provision for bad debts also covers losses where there are objective indications of losses likely to be
incurred in the loan portfolio (IBNR: incurred but not reported). Mortgages are estimated on the basis of
historical loss patterns of loans and advances that carry similar risk characteristics as the loans and advances
held in the portfolio. Losses on other loans and advances are estimated on the basis of historical loss patterns
and the creditworthiness of borrowers. Both estimates take into account the current economic climate in
which borrowers operate.

If the amount of the impairment subsequently decreases due to an event occurring after the impairment, the
previously recognised impairment loss is reversed in the income statement.

When a loan is uncollectable, it is written off against the relevant provision for impairment. Amounts that are
subsequently collected are deducted from the addition to the provision for impairment in the income
statement.
3.4.4 Fair value of financial assets and liabilities
The fair value of financial assets and liabilities is determined on the basis of list prices where available. Such list
prices are primarily derived from trade prices for listed instruments. If trade prices are not available, market
prices from independent market traders or other experts are used. Financial assets are recognised at their bid
prices and financial liabilities at their offer prices.

In some markets where activity has decreased considerably or the market is inactive, the range of the prices
from different sources can be large to one and the same investment. Selecting the most appropriate price
valuation requires sound judgement. Using a different price may lead to a materially different valuation.

For some financial assets and liabilities, no prices are available. The fair value of these financial assets and
liabilities is determined with valuation techniques, which may vary from net present value calculation to
valuation models that use accepted economic methods. All valuation methods used are assessed in house and
approved by SNS Asset Management and ALCO Control.

3.4.5 Impairment charges of intangible fixed assets and financial instruments
An asset is subject to impairment if its book value exceeds the realisable value from continued use or sale of
the asset. The realisable value of assets not classified at fair value through profit or loss is estimated if there are
indications of impairment of the asset. Exceptions are goodwill, intangible assets with an indefinite useful life
and intangible assets not yet available for use, which are tested at least once a year. If such intangible assets
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are initially recognised during the reporting period, they are tested for impairment before the end of the
reporting period.

3.4.5.1 Intangible fixed assets
Goodwill
Goodwill created with the acquisition of subsidiaries, associated companies and joint ventures is allocated to
cash generating units. The book value of the cash generating unit (CGU) (including goodwill) is compared to the
calculated recoverable value, determined on the basis of value in use. If the recoverable value is lower than
the book value, the difference will be recognised as impairment in the income statement. Assumptions used in
these goodwill impairment tests:

� The value in use is determined for every CGU individually.
� The value in use is based on the business plans of the CGU concerned.
� The discount rate is based on the capital asset pricing model, in which the beta is calculated on the

basis of a group of comparable companies. This group is determined individually per CGU.

Internal capitalised acquisition costs and Value of Business Acquired (VOBA)
The internal acquisition costs and VOBA are tested simultaneously using the IFRS liability adequacy test for
insurance contracts. If, on the balance sheet date, the combined book value of the VOBA and the capitalised
internal costs is higher than the difference between the book value of the provision for insurance contracts and
the best estimate market value provision for insurance contracts, the shortfall will be charged to the results
until the values are at an equal level.

Software and other intangible assets
On each reporting date, the capitalised development costs for software, distribution channels and client
portfolios are reviewed for indications of possible impairments.

The Zwitserleven brand name is tested for impairment once every year. The recoverable value is determined by
a value in use calculation. The key assumptions used herein are the discount rate and the royalty rate.
Management believes that any reasonably possible change in the key assumptions on which the recoverable
amount is based would not cause the carrying amount to exceed its recoverable amount.

Reversal of impairment losses
Except for goodwill, VOBA and internal acquisition costs, impairment losses on intangible fixed assets are
reversed if there is proof that a change to the estimates of the realisable value occurred after the impairment
loss was recognised. The reversal is included under ‘impairment charges’ in the income statement. The book
value after reversal can never exceed the amount before recognition of the impairment loss.

3.4.5.2 Financial assets
At each reporting date, REAAL assesses whether there are objective indications of impairment of investments
classified as held to maturity, loans and receivables and available for sale. Impairment losses are recognised
directly in the income statement under ‘impairment charges’. With investments available for sale, any positive
revaluation reserve of shareholders’ equity is first deducted.

Investments in debt securities
Investments in debt securities valued at amortised cost are tested for impairment if there are objective
indications of financial problems with the counterparty, dwindling markets for the product of the counterparty
or other indications. This test comprises both quantitative and qualitative considerations. Debt securities are
assessed on aspects including expected credit losses and credit losses already incurred, for example due to
default, market data on expected credit losses and credit losses already incurred and other evidence of the
issuer’s inability to meet its payment obligations.

Equity investments
An investment in equity instruments is considered to have been subject to impairment if its book value exceeds
the recoverable value for an extended period, which means that the fair value:

� decreased 25% or more below cost, or
� has been below cost for 9 months or more.
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The fair value of investments in the form of unlisted shares is determined according to the following criteria, in
order of preference depending on the availability of data:

1. The price of the most recent transaction as an indication.
2. Current fair values of other, similar investments (in entities).
3. Using valuation methods that use market data as much as possible, and in accordance with accepted

economic methods.

If, during a subsequent period, the amount of the impairment decreases, and the decrease can objectively be
related to an event occurring after the impairment was recognised, the previously recorded impairment loss is
reversed in the income statement. This does not apply to equity investments, where an increase in value is
always recognised through shareholder’s equity.

3.5 Principles used for consolidation

3.5.1 Subsidiaries
Subsidiaries, i.e. all companies and other entities (including special purpose entities) in respect of which REAAL
has the power to determine the financial and operating policies, whether directly or indirectly, are
consolidated. This is the case if more than half of the voting rights may be exercised, or if REAAL has control in
any other manner.

Subsidiaries are fully consolidated from the date on which control is transferred to REAAL. They are de
consolidated from the date control ceases. The financial statements of these group companies are fully
consolidated, with REAAL accounting principles being applied. The interests of third parties are separately
included in the consolidated balance sheet and income statement.

3.5.2 Associated companies and joint ventures
Investments in associated companies (associates) are entities in which REAAL generally has between 20% and
50% of the voting power, or over which REAAL can exercise significant influence on the operational and
financial policies, but no control.

Joint ventures are entities over which REAAL has joint control, which control is laid down in an agreement, and
strategic decisions on the financial and operational policies are taken unanimously.

The consolidated financial statements include REAAL’s share in the total results of associates and joint
ventures, from the date that REAAL acquires significant influence to the date that significant influence ceases.
The result is accounted for using the equity method, after adjusting the result to comply with REAAL’s
accounting principles.

Upon recognition, associates and joint ventures are initially accounted for at the cost price (including
transaction costs) and subsequently according to the equity method. The item also includes goodwill paid upon
acquisition less accumulated impairment losses, where applicable.

Under the equity method, the share of REAAL in the result of associates and joint ventures is recognised in the
income statement under ‘share in the result of associates’. The share of REAAL in changes in the reserves of
associates or joint ventures, after the acquisition, is recognised directly in shareholder’s equity (change in share
of associates in other comprehensive income).

If the book value of the associate falls to zero, no further losses are accounted for, unless REAAL has entered
into commitments or made payments on its behalf.

Associates and joint ventures held for sale are classified as ‘held for sale’. These associates and joint ventures
are measured at the lower of the book value and the sales price less sales costs. The result on the sale of an
investment in an associate or joint venture is presented in the income statement as a total amount, consisting
of the sales price less the transaction costs and the book value of the associate.

3.5.3 Elimination of group transactions
Intra group transactions, intra group balances and unrealised gains arising from intra group transactions were
eliminated in the preparation of the consolidated financial statements.
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Unrealised gains on transactions between REAAL and its associates and joint ventures are eliminated to the
extent of REAAL’s interest in these investments.

Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that there is no
evidence of impairment.

3.5.4 Foreign currencies
Upon initial recognition, transactions in foreign currencies are converted into euros at the exchange rate at the
transaction date. Balance sheet items denominated in foreign currencies are translated into euros at the
exchange rate applicable on the reporting date. Exchange rate differences from these transactions and from
converting monetary balance sheet items expressed in foreign currency are recorded in the income statement
under ‘investment income’ or ‘result on financial instruments’, depending on the balance sheet item to which
they relate.

The exchange rate differences of non monetary balance sheet items measured at fair value, with changes in
the fair value being taken to the income statement, are accounted for as part of these changes in the value of
the asset in question. Exchange rate differences of non monetary balance sheet items measured at fair value,
with changes in the fair value being taken to shareholders’ equity, are incorporated in shareholder’s equity.
Non monetary items measured at historical cost are measured at the exchange rate applicable on the initial
transaction date.
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3.5.5 Accounting based on transaction date and settlement date
All purchases and sales of financial instruments, which have been settled in accordance with standard market
practices, are recognised on the transaction date, in other words, the date on which REAAL commits itself to
buy or sell the asset or liability. All other purchases or sales are recorded as forward transactions until they are
settled.

3.5.6 Offsetting of financial instruments
Financial assets and liabilities are offset and the net amount is reported on the balance sheet if there is a legally
enforceable right to set off the recognised amounts, and there is an intention to settle the items on a net basis,
or to settle the asset and the liability simultaneously. If these conditions are not fulfilled, amounts will not be
offset.

3.5.7 Discontinued operations or assets held for sale
Assets and liabilities that are part of operations to be discontinued and assets held for sale, of which it is highly
probable that the discontinuation or sale is within 12 months, are recognised at the lower of the book value
and fair value less expected sales costs.

3.5.8 Insurance contracts
Insurance contracts are those contracts that bear significant insurance risks. These contracts can also involve
investment risks. REAAL has insurance contracts for Life and Non Life. For detailed information reference is
made to the ‘Insurance contracts’ paragraph and the notes to the consolidated financial statements.

4 Specific balance sheet principles

4.1 Intangible fixed assets

4.1.1 Goodwill
Acquisitions by REAAL are accounted for according to the purchase method, with the cost of the acquisitions
being allocated to the fair value of the acquired identifiable assets, liabilities and contingent liabilities.
Goodwill, being the difference between the cost of the acquisition and REAAL’s interest in the fair value of the
acquired identifiable assets, liabilities and contingent liabilities on the acquisition date, is capitalised as an
intangible fixed asset. Any negative goodwill is recognised directly in the income statement.

If the provisionally determined fair value of acquired assets or liabilities is adjusted within a year of the
acquisition date, the adjustment is recognised as an adjustment charged to goodwill. Any subsequent
adjustments that occur after a period of one year are recognised in the income statement. Adjustments to the
purchase price that are contingent on future events, insofar as not already included in the purchase price, are
included in the purchase price of the acquisition at the time when the adjustment is likely and can be measured
reliably.

Goodwill is not amortised. Instead, an impairment test is performed annually or more frequently if there are
indications of impairment (see ‘Impairment of intangible fixed assets and financial instruments’).

3.1.2 Software
Costs that are directly related to the development of identifiable software products that REAAL controls, and
that are likely to generate economic benefits that exceed these costs, are capitalised as intangible fixed assets.
The direct costs comprise external costs and staff costs directly attributable to software development. All the
other costs associated with the development or maintenance of computer software are included as an expense
in the period during which they are incurred.

The capitalised development costs for computer software are amortised on a straight line basis over the useful
life, with a maximum of three years. Every reporting date an assessment is carried out for possible
impairments.

4.1.3 Capitalised acquisition costs from Insurance activities
Acquisition costs are the direct or indirect costs related to activities necessary for the production of new life
insurance business and disability insurance business and the modification of existing contracts. Acquisition
costs comprise non commission (internal) and commission (external) expenses. Non commission acquisition
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expenses are capitalised to the extent that they can be recovered from the projected gross profits of the
underlying new business in a given year. Non commission acquisition expenses are amortised based on the
expected average term over which premiums will be received. Commission acquisition expenses (capitalised
commissions) are amortised over the period over which they are earned i.e. either 5 or 10 years, and this varies
by product. These terms are re assessed on a regular basis. If applicable, the amortisation charge will be
adjusted for the shortened period.

An impairment test is performed at each reporting date. Capitalised acquisition costs are included as part of
the technical provision in the IFRS liability adequacy test. For a more detailed explanation and recognition of
any deficits demonstrated by that test, please refer to the paragraph ‘Provision for insurance contracts’.

4.1.4 Value of Business Acquired (VOBA)
VOBA is the net present value of estimated future cash flows from current insurance contracts of a business or
insurance portfolio acquired as at the acquisition date and represents the difference between the fair value
and the book value (REAAL principles) of the insurance portfolios acquired.

REAAL amortises the VOBA on the basis of profit flows of the underlying portfolios calculated at the acquisition
date. The amortisation charge is thus in line with the results from the underlying portfolios.

As part of the IFRS liability adequacy test, an impairment test is performed at each balance sheet date. For a
more detailed explanation please refer to ‘Provision for insurance contracts’ and ‘Impairment of intangible
fixed assets and financial instruments’.

4.1.5 Other intangible fixed assets
The other intangible fixed assets include assets with a definite and an indefinite useful life, such as distribution
channels, trademarks, client portfolios and core deposits stemming from acquisitions. The assets with a
definite useful life are either amortised in accordance with the straight line method over their useful life or on
the basis of the profit flows from the underlying portfolios, in general between five and fifteen years. If
objective indications so require, an impairment test will be performed. The assets with an indefinite useful life
are not amortised. These intangible fixed assets are assessed for impairment at each balance sheet date.

4.2 Property and equipment

4.2.1 Land and buildings in own use
Property in own use primarily comprises offices (land and buildings) and is measured at fair value (revaluation
model) based on appraisals, less depreciation of buildings and any accumulated impairment losses. Once a
year, at least one third of the properties in own use are appraised by external appraisers. If there are
indications that the buildings’ fair value is considerably different from their book value, additional appraisals
may be performed.

Property in own use is valued at market value on an unlet or let basis. If arm’s length lease agreements have
been concluded between REAAL group companies, the building is recognised at its value as a let property. If
there is no lease agreement, the property is recognised as vacant property. In determining the market values,
use is made of observable prices of recent transactions.

Increases in the fair value exceeding the cost price are added to the revaluation reserve in shareholder’s equity,
less deferred taxes. Positive revaluations, insofar as these result in the reversal of earlier write downs on the
same asset, are credited to the income statement. Decreases in the fair value, insofar as these result in the
reversal of prior positive revaluations of the same asset, are charged to the revaluation reserve. All other
decreases in the fair value are accounted for in the income statement.

Buildings are depreciated over their economic life using the straight line method, with a maximum of 50 years,
taking into account the possible residual value. Land is not depreciated. Regular impairment tests are carried
out on land and buildings.

Repairs and maintenance expenses are recognised under ‘other operating expenses’ when the expense is
incurred. Expenses incurred after the acquisition of an asset that increase or extend the future economic
benefits of other tangible fixed assets in relation to their original use are capitalised and then amortised.
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Upon the sale of a property, the part of the revaluation reserve related to the sold property is transferred to
‘other reserves’.

4.2.2 IT equipment and other tangible fixed assets
All other tangible fixed assets included in this item are measured at cost net of accumulated depreciation and,
if applicable, accumulated impairment losses.

The cost price comprises the expenses directly attributable to the acquisition of the asset and is depreciated on
a straight line basis over the useful life, taking into account any residual value. The estimated useful life is three
to ten years.

Regular impairment tests are performed on the other tangible fixed assets. If the book value of the tangible
asset exceeds the realisable value, it is immediately written down to the realisable value.

Repairs and maintenance expenses are recognised under ‘other operating expenses’ when the expense is
incurred. Expenses incurred after the acquisition of an asset that increase or extend the future economic
benefits of the other tangible fixed assets in relation to their original use are capitalised and then amortised.

Results on the sale of tangible fixed assets are defined as the balance of the realisable value less transaction
costs and the book value. These results are recognised as part of ‘other operating income’.

4.3 Investment properties
Investment properties, comprising retail and office properties and land, are held to generate long term rental
income. If property is held partly as investment property and partly for own use, the property is included under
tangible fixed assets, unless the part in own use is less than 20% of the total number of square metres.

Investment properties are measured at fair value, including transaction costs, upon initial recognition. Property
investments are treated as long term investments and measured at fair value, being the value of the property
in a let state. The fair value is based on the appraisals performed at least every three years by independent
external appraisers with sufficient expertise and experience in property locations and categories. These
appraisals are based on recent market transactions. In the time between the three yearly external appraisal,
REAAL uses alternative valuation methods based on the total net annual rental income of that property and,
where applicable, the associated costs, in the evaluation of the fair value measurement. A range of yields of
6.5% to 8.5% (2009: 6.5% to 10.2%) is applied to determine the fair value of investment properties, depending
on the location, quality, age and marketability of the relevant property. Changes in the fair value of investment
property are recognised in the income statement under ‘investment income’.

4.4 Financial assets
REAAL classifies its financial assets in one of the following categories: (1) held to maturity, (2) loans and
receivables, (3) available for sale and (4) at fair value through profit or loss. The category depends on the
purpose for which the financial assets were acquired. The management decides in which category they will be
placed.

Upon initial recognition, financial assets are measured at fair value including transaction costs, with the
exception of the category ‘at fair value through profit or loss’, where transaction costs are taken directly to the
income statement. The fair value of financial assets is based on listed bid prices or derived from cash flow
models. For more information on the categories, please refer to the next paragraph.

3.4.1 Investments
3.4.1.1 Held to maturity
Investments, with the exception of derivatives, with a fixed term whereby the management intends, and is
able, to hold the investment to maturity, may be classified as held to maturity. REAAL currently holds no
investments in this category.

3.4.1.2 Loans and receivables
The category loans and receivables comprises unlisted investments with a fixed term as well as the saving
components of savings
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mortgages that the insurance company has concluded. These loans and receivables are measured at amortised
cost using the effective interest method, less a provision for impairment if necessary.

4.4.1.3 Available for sale
Investments that do not meet the criteria defined by management for ‘held to maturity’, ‘loans and
receivables’ or ‘fair value through profit or loss’ are classified as available for sale.

After initial recognition, investments available for sale are restated at fair value in the balance sheet.
Unrealised gains and losses resulting from the fair value adjustments of investments available for sale are
recognised in shareholder’s equity, taking account of deferred taxes. The fair value of investments in the form
of unlisted shares is determined according to the following criteria, in order of preference depending on the
availability of data:

1. The price of the most recent transaction as an indication.
2. Current fair values of other, similar investments (in entities).
3. Using valuation methods that use market data as much as possible, and in accordance with accepted

economic methods.

When the investments are sold, the related accumulated fair value adjustments are recognised in the income
statement as ‘investment income’. REAAL uses the average cost method to determine the results.

4.4.1.4 Fair value through profit or loss
An investment is classified at fair value through profit or loss if it is held for trading purposes (‘held for trading’)
or if it was designated as such upon initial recognition (‘designated’). Investments are only designated as valued
at fair value through profit or loss if:

1. This eliminates or considerably limits an inconsistency in valuation or recognition that would
otherwise arise; or

2. REAAL manages and assesses the investments on the basis of fair value.

The investments are recognised at fair value. Realised and unrealised gains and losses are recognised directly in
the income statement under ‘investment income’.

Interest income earned on securities is recognised as interest income under ‘interest income’. Dividend
received is recorded under investment income.

4.2.4 Investments for account of policyholders
Investments on behalf of policyholders are classified as measured at fair value through profit or loss. They are
designated as such, as the corresponding financial liabilities are also measured at fair value (see ‘Life insurance
contracts on behalf of policyholders). Amounts due by policyholders in this context are recognised in the
income statement as ‘premium income’. Adjustments in the value of investments and results on the sale of
investments are recorded in the income statement under ‘investment income for account of policyholders’.

4.4.3 Invested collateral securities lending
REAAL has programmes in which financial assets are pledged, and collateral is obtained which is sometimes
invested by REAAL. These investments are not freely available. The investments can only be used to redeem
the collateral provided by the borrower in connection with the lending and borrowing transaction. The
obligation to repay the collateral provided in cash is included in the balance sheet under ‘securities lending
liabilities’ (see ‘Securities lending liabilities’). These investments are classified as available for sale and are
treated as such.

4.4.4 Derivatives
4.4.4.1 General
Derivatives are derivative financial instruments and are measured at fair value upon entering into the contract.
The fair value of publicly traded derivatives is based on listed bid prices for assets held or liabilities to be issued,
and listed offer prices for assets to be acquired or liabilities held.

The fair value of non publicly traded derivatives depends on the type of instrument and is based on a present
value model or an option valuation model. REAAL recognises derivatives with a positive market value as assets
and derivatives with a negative market value as liabilities.
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Adjustments in the fair value of derivatives that do not qualify for cash flow hedge accounting (see ‘Hedge
accounting’) are accounted for in the income statement under ‘result on financial instruments’.

4.4.4.2 Embedded derivatives
An embedded derivative is treated as a separate derivative if there is no close relationship between the
economic characteristics and risks of the derivative and the host contract, if the host contract is not measured
at fair value through profit or loss and if a separate instrument with the same terms as the embedded
derivative would meet the definition of a derivative. These embedded derivatives are measured at fair value,
while changes in value are recognised in the income statement.

4.4.4.3 Hedge accounting
REAAL uses derivatives as part of asset and liability management and risk management. These instruments are
used for hedging interest rate and foreign currency risks, including the risks of future transactions. REAAL can
designate certain derivatives as either:

1. A hedge of the risk of changes in the fair value of a recognised asset or liability or definite commitment
(fair value hedge); or

2. A hedge of the possible variability of future cash flows that can be attributed to a particular risk
associated with a recognised asset or liability or a highly probable forecast transaction (cash flow
hedge).

Hedge accounting is applied for derivatives that are thus designated and are in accordance with IAS 39
Financial Instruments: Recognition and Measurement.

A hedge relationship is considered to be effective if REAAL, at the inception of and during the term, can expect
that adjustments in the fair value or cash flows of the hedged position will be almost fully offset by
adjustments in the fair value or cash flows of the hedging instrument, insofar as they are attributable to the
hedged risk, and the actual results remain within a bandwidth of 80% to 125%.

REAAL ceases the hedge accounting relationship after a management decision to this end or as soon as it has
been established that a derivative is no longer an effective hedging instrument, or when the derivative expires,
is sold, terminated or exercised; when the hedged position expires, is sold or redeemed; or when an expected
transaction is no longer deemed highly likely to occur.

Fair value hedge accounting
Derivatives designated as a hedge of the fair value of recognised assets or of a firm commitment are stated as
fair value hedges. Changes in the fair value of the derivatives that are designated as a hedge are recognised
directly in the income statement and reported together with corresponding fair value adjustments to the
hedged item attributable to the hedged risk.

If the hedge no longer meets the conditions for hedge accounting, an adjustment in the book value of a hedged
financial instrument is amortised and taken to the income statement during the expected residual term of the
hedged instrument.

If the hedged instrument is no longer recognised, in other words, if it is sold or redeemed, the non amortised
fair value adjustment is taken directly to the income statement.

Cash flow hedge accounting
Derivatives can be designated as a hedge of the risk of future variability of the cash flows of a recognised asset
or liability or highly probable forecast transaction. Adjustments in the fair value of the effective portion of
derivatives that are designated as a cash flow hedge and that meet the conditions for cash flow hedge
accounting are stated in the cash flow hedge reserve as a separate component of shareholders’ equity. The
underlying transaction, which is designated as part of a cash flow hedge, does not change as far as the
administrative processing is concerned.

If the expected transaction leads to the actual inclusion of an asset or a liability, the accumulated gains and
losses that were previously taken to the cash flow hedge reserve are transferred to the income statement and
classified as income or expense in the period during which the hedged transaction influences the result.
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When determining the portion of the fair value adjustment of the hedging instrument that is included in the
cash flow hedge reserve, the portion of the gain or loss on the hedging instrument that is considered an
effective hedge of the cash flow risk is included in shareholder’s equity, while the ineffective portion is
recognised in the income statement.

If the hedging instrument itself expires or is sold, terminated or exercised, or no longer satisfies the conditions
for hedge accounting, the accumulated result that was included in the cash flow hedge reserve remains in the
cash flow hedge reserve (shareholders’ equity) until the expected transaction actually takes place.

If the transaction in question is no longer expected to take place, the accumulated result reported in
shareholders’ equity is directly taken to the income statement.

4.4.5 Loans and advances to banks
These concern loans and advances to banks not in the form of interest bearing securities. These loans and
advances are measured at amortised cost using the effective interest method, if necessary less any impairment
losses.

4.4.6 Cash and cash equivalents
Cash and cash equivalents include the amounts held at the banks.

4.5 Taxes
4.5.1 Deferred tax assets
Deferred tax assets and liabilities are recognised for tax loss carry forwards and for temporary differences
between the tax base of assets and liabilities and the book value. This is based on the tax rates applicable as at
the balance sheet date and the tax rates that will apply in the period in which the deferred tax assets or tax
liabilities are settled. Deferred taxes are measured at nominal value.

Deferred tax assets are only recognised if sufficient tax profits are expected to be realised in the near future to
compensate these temporary differences. A provision for deferred taxes is made for temporary differences
between the book value and the value for tax purposes of investments in group companies and associates,
unless REAAL can determine the time at which these temporary differences are realised or settled and if it is
likely that these differences will not be realised or settled in the near future.

Deferred tax assets are assessed at the balance sheet date and if it is no longer likely that the related tax asset
can be realised, the asset is reduced to the recoverable value.

The most significant temporary differences arise from the revaluation of tangible fixed assets, certain financial
assets and liabilities, including derivatives contracts and the application of hedge accounting, provisions for
pensions and other post retirement employee plans, technical provisions, deductible losses carried forward
and, as far as acquisitions are concerned, from the difference between (a) the fair value balance of the
acquired assets and obligations entered into and (b) the book value.

Deferred taxes with respect to the revaluation of the aforementioned assets and liabilities of which value
adjustments are recognised directly in shareholders’ equity are also charged or credited to shareholders’ equity
and upon realisation included in the income statement together with the deferred value adjustments.

4.5.2 Deferred tax liabilities
Deferred tax liabilities concern tax payable in future periods in connection with taxable temporary differences.
See the previous paragraph ‘Deferred tax assets’ for more details.

4.5.3 Corporate income tax
Corporate income tax relates to payable or recoverable tax on the taxable profit for the period under review,
and taxes due from previous periods, if any. Current tax receivables and payables are measured at nominal
value according to the tax rate applicable at the reporting date.

4.6 Other assets
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4.6.1 Reinsurance contracts
Contracts entered into with reinsurance companies and by virtue of which REAAL receives compensation for
losses on insurance contracts REAAL has issued are designated as ceded reinsurance contracts. Insurance
contracts entered into where the contract holder is another insurance company are classified as incoming
reinsurance contracts and are recognised as insurance contracts.

Reinsurance premiums, commissions, payments and technical provisions for reinsurance contracts are
accounted for in the same way as the direct insurance policies that are reinsured. The share of reinsurance
companies in the technical provisions and the benefits to which REAAL is entitled by virtue of its reinsurance
contracts are accounted for as a reinsurance asset. These assets comprise short term receivables from
reinsurance companies (presented under ‘other assets’), and long term receivables (presented under
‘reinsurance contracts’). These receivables depend on the expected claims and benefits arising from the
insurance contracts that REAAL has reinsured. Deposit components of (re)insurance contracts that are within
the scope of IFRS 4 Insurance Contracts will be recognised in the balance sheet under ‘insurance contracts’.

The amounts receivable from, and payable to, reinsurance companies are valued in accordance with the terms
and conditions of each reinsurance contract. Reinsurance obligations relate primarily to premiums payable for
reinsurance contracts. These premiums are recognised as an expense over the period in which they are due.

Reinsurance receivables are assessed for impairment at the reporting date.

4.6.2 Other assets
Other assets consist of receivables from direct insurance policies, other taxes (including VAT, payroll tax), other
receivables and accrued assets. The net amount of advances and provisions in relation to the deposit guarantee
scheme (DGS) is accounted for under ‘other receivables’. Accrued assets also include the accumulated interest
on financial instruments measured at amortised cost, as well as other accruals, which item includes amounts
receivable by SNS Bank from clients and the clearing house in respect of option positions.

4.7 Equity

4.7.1 Issued share capital and share premium reserve
The share capital comprises issued and paid up share capital on ordinary shares and B shares. The share
premium reserve concerns the paid in surplus capital in addition to the nominal value of the issued ordinary
and B shares. Costs directly attributable to the issue of equity instruments are deducted net of tax from the
share issue income.

The authorised capital amounts to € 1,192,500 and comprises 2,385 shares of € 500. 477 of these shares have
been issued and paid up.

4.7.2 Securities dividend
Dividend for a financial year, which is payable after the balance sheet date, is disclosed in ‘Provisions regarding
profit or loss appropriation’ under ‘Other information’.

4.7.3 Revaluation reserve
Revaluations of property in own use (see ‘Land and buildings in own use’) are included in the revaluation
reserve.

4.7.4 Cash flow hedge reserve
The cash flow hedge reserve consists of the effective part of cumulative changes to the fair value of the
derivatives used in the context of the application of cash flow hedge accounting, net of taxes, providing the
hedged transaction has not yet taken place (see ‘Hedge accounting’).

4.7.5 Fair value reserve
Gains and losses as a result of changes in the fair value of assets that are classified as available for sale are
taken to the fair value reserve, net of taxes. If the particular asset is sold or redeemed, in other words, the
asset is no longer recognised, the corresponding cumulative result will be transferred from the fair value
reserve to the income statement (see ‘Investments’). In addition, exchange rate differences on non monetary
financial assets that are classified as available for sale are stated in this reserve.

REAAL Annual Report 2010 25



4.7.6 Profit sharing reserve
The insurance portfolio contains contracts that are entitled to discretionary profit sharing amounts. This profit
sharing is awarded annually, primarily on the basis of the excess interest realised on the fixed interest
securities in the existing portfolio during the financial year. Unrealised gains and losses on these fixed interest
securities are taken to the fair value reserve; the part of these unrealised revaluations which might be available
for future distribution to policyholders as profit sharing is taken to the profit sharing reserve.

4.7.7 Other reserves
Other reserves mainly comprise REAAL’s retained profits.

4.7.8 Securities capital and securities capital share premium reserve
The securities capital comprises SNS REAAL’s share in the securities capital issued and paid up by REAAL. The
securities capital share premium reserve concerns the paid in surplus capital in addition to the nominal value of
the issued securities. Costs directly attributable to the issue of the securities capital are deducted net of tax
from the share issue income of the securities.

4.7.9 Securities dividend
The securities dividend amount for a financial year, which is payable after the balance sheet date, is disclosed
in ‘Provisions regarding profit or loss appropriation’ under ‘Other information’.

4.8 Subordinated debt
4.8.1 Subordinated debt
The subordinated and private (bond) loans issued by REAAL are included under ‘subordinated debt’. These are
initially measured at fair value, in other words, the issue income (the fair value of the received payment) net of
the transaction costs incurred. Thereafter, they are measured at amortised cost, using the effective interest
method.

4.8.2 Final bonus account
The final bonus account concerns final bonus commitments in relation to certain life insurance policies.
Entitlement to a final bonus applies only to specific individual policies that become payable upon expiry of the
agreed term or upon the death of the insured party. Entitlement to a final bonus is cancelled when the policy is
surrendered. Entitlements to final bonuses not yet paid out are subordinated to all other debts. It is also
stipulated that entitlement to a final bonus is cancelled if and insofar as the results erode the capital base to
the extent that the regulatory solvency requirements can or may no longer be complied with.

The final bonus account is determined actuarially based on the same accounting principles that are applied for
determining the profit additions, which form part of the provision for insurance contracts. In addition, the
estimated probability of early termination of insurance contracts is taken into account.

Part of the final bonus account is converted annually, according to a fixed method, into an unconditional right
of the policyholder and added to the provision for insurance contracts. These obligations arising from the final
bonus scheme are classified as debt capital in the financial statements. This item is part of the available
regulatory capital in the solvency reports to the Dutch Central Bank of the Insurance activities.

4.9 Debt certificates
Outstanding debt certificates are measured at fair value upon initial recognition, in other words, the issue
income (the fair value of the received payment) net of the transaction costs incurred. Thereafter, they are
measured at amortised cost, using the effective interest method. A specific category of outstanding debt
certificates (the securitised mortgages through Holland Homes transactions) are, after initial recognition,
measured at fair value whereby subsequent value adjustments are accounted for in the income statement so
that any inconsistency in the valuation is eliminated that would otherwise arise from the valuation of assets
and liabilities.

When REAAL purchases its own debt securities, these debt certificates are derecognised.

4.10 Insurance contracts
4.10.1 Life insurance
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Life insurance contracts can be separated into individual policies and group contracts. These contracts provide
mostly long term insurance for events that lead to a payment in cash, or of the value of investment units, upon
maturity or death of the insured.

4.10.1.1 Life insurance in cash
REAAL’s individual life insurance contracts in cash can be divided into the following product groups: savings
mortgages, annuities, term insurance policies, savings policies, and funeral insurance policies. These contracts
concern life insurance whereby the risk is borne by REAAL.

In addition to non profit sharing insurance contracts, the insurance portfolio also contains insurance contracts
with discretionary or contractual profit sharing rights.

Discretionary profit sharing schemes are connected to the contractual right of individual policyholders to
receive additional benefit payments over and above any insured or guaranteed capital. The determination of
the amount and timing of these additional benefits is at the discretion of REAAL’s Management Board. As
regards future distributable profit shares, in view of the discretionary nature of this profit sharing obligation a
designated amount has been included in shareholders’ equity, the profit sharing reserve. The profit sharing
obligations already granted are included in the provision for insurance contracts.

In addition to discretionary profit sharing, there are also individual and group contracts with contractual profit
sharing. These include profit sharing based on a share of any surplus interest profits and profit sharing based
on a share of any insurance profits. The obligations of these are included in the provision for insurance
contracts.

4.10.1.2 Unit linked life insurance
The claims from these insurance contracts are directly linked to the underlying investments. Given this link, the
technical provisions held in respect of these policies move in line with movements in the value of these
investments. The policyholder determines how REAAL should invest the amount of any premiums paid after
deduction of costs and risk premium. To this end, REAAL has created separate investment funds.

The investment risk is borne by the unit linked policyholders. In addition to deciding how funds should be
invested, policyholders are also free to alter the policy at any time depending upon their personal and/or
financial situation.

Within investment insurance, REAAL issues guarantees on returns for a limited number of investment funds.

Group insurance contracts with segregated pools are recognised under ‘unit linked group insurance contracts’.

4.10.2 Life insurance policies for own account
An obligation to make future contractual payments is recognised as soon as the policy takes effect. The
provision for life insurance policies for own account and risk consists of the discounted value of expected
future benefits payments (including profit shares already granted) to policyholders or other beneficiaries, less
future premiums (net premium method).

The assumptions used in the valuation of life insurance policies at the balance sheet date are based on the
calculation principles set at the time of the issue of the policy. Furthermore, a periodic IFRS liability adequacy
test is performed. For estimates, assumptions and the test, please refer to ‘Provision for insurance contracts’.

Particularly with regard to the pension portfolio, the provisions may become insufficient due to the extended
life expectancy of the insured persons. For this longevity risk, additional allocations were made to the provision
in the past and provisions of acquired insurance companies have been maintained. Since 2008, in conjunction
with the legal merger of different life entities and the increased possibility of compensation with short life risk,
the provisioning policy has been differently shaped, with no additions to the provision for longevity risks if the
outcome of the IFRS liability adequacy test indicates that the provisions are adequate.

Gross premiums include loadings to cover expenses. When the premiums are received or fall due, the amount
of any expenses loading is released and is then available to cover actual expenses, including renewal expenses,
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acquisition costs and the amortisation of capitalised acquisition costs. The provisions are net of capitalised
interest rate rebates. These interest rate rebates are amortised on an actuarial basis.

A provision is maintained for the entitlement to a waiver of premium in the event of disability and for the no
claim disability annuities. This provision is based on a factor times the annual premium that applies for the
disability risk. The level of the factor is determined, inter alia, based on IBNR techniques derived from empirical
data for claim behaviour. The principles for valuation of disability cover that has entered into force, including
the waiver of premium, are the same as the principles for the main insurance policy.

4.10.3 Life insurance contracts on behalf of policyholders
These contracts concern insurance policies where the investment risk is borne by the policyholders. The
technical provisions for these insurance policies are set equal to the book value of the related underlying
investments. As a result, these technical provisions are recorded at fair value through profit or loss. Transaction
costs and commission are not included in the initial valuation but charged to the income statement as these
transactions are concluded.

Interest rate guarantees have been issued with a number of unit linked insurance policies. This guarantee only
applies at the maturity date of the insurance policy. Prior to maturity, the provision held for these policies is
equal to at least the accumulated amount of premiums paid plus interest less any expense and mortality
charge deductions, adjusted for future lapses. If the income from investments is not sufficient to cover the
obligations due to guaranteed returns, an additional provision is made and charged to the income statement.

4.10.4 Non life insurance
Non life insurance policies are insurance policies that provide cover that is not related to the life or death of
the insured persons. These contracts generally provide cover for a relatively short period. REAAL’s non life
insurance contracts can be divided into the following product groups: accident and health, motor vehicles, fire,
transport and other.

Payments made after the occurrence of a specified insured event are either fixed (e.g. in the event of disability)
or linked to the scale of the economic loss suffered by the policyholder (in accordance with the indemnity
principle).

The provision for unearned premiums reflects premiums related to the period of any unexpired cover as at the
balance sheet date. The provision is equal to the unearned gross premiums, whereby the commission paid is
deducted from the gross premium. The provision for unearned premiums is calculated separately for each
insurance contract using the 365ths method, adjusted where necessary for variations in risk and claim
frequencies over the term of the insurance contract.

The change in the provision for unearned premiums is recorded in the income statement in order to recognise
income over the period of exposure to risk.
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The provision for current risks is made to meet obligations stemming from:
� Claims and claims handling expenses that may arise after the balance sheet date and which are

covered by contracts issued prior to that date, insofar as the amount estimated in connection with this
exceeds the provision for unearned premiums and the premiums claimable in relation to these
contracts.

� The premiums received, be they single or regular, for contracts where the underlying risk increases
over time. This is particularly the case for disability insurance.

The provision for claims payable has been set aside to meet claims arising from the current and preceding years
that have not been settled as at the reporting date. The provision is determined systematically on a claim by
claim basis. In the case of disability claims, this provision is referred to as the ‘provision for regular payments’.

REAAL holds co insurance contracts, mainly relating to the transport sector. In the calculation of the technical
provision, all risks entered into as of the reporting date are accounted for, as are claims, both reported and
unreported, incurred during the financial year. The expected balances for risks covered and losses incurred
arising from transport insurance are determined on an underwriting year basis.

The provision for claims incurred but not reported (IBNR) is intended for events that occurred prior to the
reporting date but have not yet been reported as at that date. In the case of disability insurance contracts, the
provision is partially calculated on the basis of risk premiums and claims ratios in recent years and partially
based on actuarial analyses of claims development patterns.

For other non life insurance contracts this provision is estimated based on analyses of claims development
patterns. In performing this analysis, projected subrogation amounts are deducted from this provision. The
actuarial analyses used to calculate the IBNR provision are used in particular for estimating the projected final
costs of more complex claims that can be affected by both internal and external factors such as claims handling
procedures, inflation, changes in legislation and regulations, court rulings, history and trends.

A separate provision for claims handling costs is formed for claims handling and loss adjustment expenses. This
provision provides an estimate of the expenses involved in dealing with payments to be made in respect of
claims arising from insured events that have already occurred. In accordance with general practice in the
industry, REAAL does not discount the non life provisions mentioned in this paragraph, with the exception of
disability claims provisions. This also applies with regard to the provision for claims handling costs. Changes in
estimates are reflected in the result in the period during which the estimates are adjusted.

4.10.5 Derivatives embedded in insurance contracts
REAAL does not separately recognise derivatives embedded in insurance contracts, or options to surrender
insurance contracts at a fixed amount, or a fixed amount and an interest rate, and thus closely linked to the
basic insurance contract, but recognises these under the main contract from which they stem. The embedded
derivatives are measured as soon as the technical provision made for the host contract drops below the
guaranteed minimum. The time value is not included in the measurement.

4.10.6 Profit sharing, bonuses and rebates
The present value of any profit sharing that has been awarded but not yet distributed is included under the
provision for profit sharing, bonuses and rebates.
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4.11 Employee benefits

4.11.1 Short term employee benefits
Short term employee benefits include salaries, short paid leave, profit sharing and bonus schemes. These
short term benefits are accounted for in the income statement over the period in which the services are
rendered. In the event that employees have not made use of their entitlements at the end of the period, a
liability is formed for the nominal amount.

4.11.2 Pension benefits
REAAL has various pension plans, most of which are collective defined contribution plans. A defined
contribution plan is a pension plan in which REAAL pays fixed contributions to a separate entity, the
independent Stichting Pensioenfonds SNS REAAL (the pension fund). REAAL has no legally enforceable or actual
obligation to pay extra contributions if the fund has insufficient assets to make all the benefit payments.

For the collective defined contribution plans, REAAL pays contributions to the pension fund. The regular
contributions are considered to be net periodic costs for the year in which they are due, and are recognised as
such in the staff costs. Employee contributions are deducted from the net periodic costs.

REAAL also has a number of defined benefit pension plans relating to acquisitions. The pension rights of
(former) employees continuing under the old acquired pension schemes of AXA, Winterthur, Zwitserleven,
Zurich, NHL and DBV can be designated as defined benefit schemes. REAAL’s net commitments arising from
defined benefit schemes are calculated separately for each plan by making an assessment of the pension
entitlements that staff have accrued in exchange for their services during the reporting period and prior
periods. These pension entitlements are discounted in order to determine the present value, and the fair value
of the segregated investment accounts is deducted from this. The discount rate represents the return as at the
balance sheet date of bonds with an AA credit rating whose maturities approach the term of REAAL’s
commitments. The present value of the pension entitlements for self administered pension plans is included
separately in the balance sheet. The investments related to these pension plans are recognised under
‘investments’.

The actuarial gains and losses arising from defined benefit pension plans, insofar as any non recognised
accumulated actuarial gains and losses exceed 10% of the higher of the present value of the defined benefit
obligation, or the fair value of the plan assets, are recognised in the income statement for the average
expected remaining period of services rendered of the employees participating in the plan. Other actuarial
gains or losses are not included in the income statement.

When the calculation results in a positive balance for REAAL, the asset is stated at an amount no higher than
the balance of any non recognised actuarial losses and past service pension charges and the present value of
any future repayments by the fund or lower future premiums.

4.11.3 Other employee commitments
The other employee commitments refer mostly to discounts granted for bank and insurance products to
(former) employees after the date of their retirement. The size of the provision is based on the present value of
the discounts offered after the retirement date, taking into account actuarial assumptions about mortality and
interest. Furthermore, a provision has been made for reimbursement of medical expenses.

To qualify for these benefits, the employment contract of the employee should normally have continued until
the retirement age, and it should have lasted for a specified minimum period. A liability is taken for the
estimated costs of these benefits during the term of employment using a method that corresponds with that
used for defined benefit schemes.
4.12 Provisions

4.12.1 General
Provisions are made if there is a legally enforceable or present obligation arising from events in the past, the
settlement of which is likely to require an outflow of assets, and a reliable estimate of the size of the obligation
can be made. Provisions are measured at the present value of the expected future cash flows. Additions and
any subsequent releases are recorded in the income statement.
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4.12.2 Restructuring provision
The restructuring provision is a specific provision that consists of anticipated severance payments and other
costs that are directly related to restructuring programmes. These costs are accounted for in the period in
which a legally enforceable or actual obligation to make the payment arises. No provision is formed for costs or
future operating losses stemming from continuing operations.

REAAL recognises severance payments if REAAL has demonstrably committed itself, either through a
constructive or legally enforceable obligation, to:

� The termination of the employment contracts of current employees in accordance with a detailed
formal plan without the option of the plan being withdrawn; or

� The payment of termination benefits as a result of an offer to encourage voluntary redundancy.

Benefits that are due after more than twelve months after the balance sheet date are discounted.

4.12.3 Legal provisions
REAAL makes a provision for legal proceedings at the balance sheet date for the estimated liability with respect
to ongoing legal proceedings. The provision comprises an estimate of the legal costs and payments due during
the course of the legal proceedings, to the extent that it is more likely than not that an obligation exists at the
balance sheet date, and a reliable estimate can be made of the obligation.

4.13 Financial liabilities

4.13.1 Securities lending liabilities
The requirement to repay the pledged collateral in cash (see ‘Invested collateral from securities lending’) is
recognised
in the balance sheet as ‘securities lending liabilities’. These liabilities are stated at amortised cost.

4.13.2 Derivatives
See ‘Derivatives’ in these notes.

4.13.3 Other liabilities
Other liabilities primarily consist of interest accrued on financial instruments that are stated at amortised cost.
This item also includes creditors, other taxes and accrued liabilities, which item also includes amounts due by
SNS Bank to clients and the clearing house in respect of option positions.
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5 Specific income statement accounting principles

Income and expenditure are allocated to the period to which they relate. Costs are recognised in the cost
category to which they relate. Costs are capitalised insofar as they pertain to the acquisition of insurance
contracts. For more information, please refer to ‘Specific balance sheet principles’.

A number of SNS REAAL’s corporate staff departments are shared. The costs of the corporate staff departments
are charged to the segments on the basis of the services provided, and, if more appropriate, proportionally
allocated to SNS REAAL’s subsidiaries. The costs of the Executive Board and other specific holding company
costs are not allocated to group subsidiaries.

5.1 Income
Income represents the fair value of the services, after elimination of intra group transactions within REAAL.
Income is recognised as follows:

5.1.1 Premium income
The premium income consists of the premiums that policyholders owe to the Insurance activities for concluded
insurance contracts. Premium income is divided into Regular Life (including pensions), Single premium Life and
Non life premiums.

Gross premiums, excluding taxes and other charges stemming from life insurance contracts, are recognised as
income when payment by the policyholder falls due. The premiums for single premium contracts and limited
premium life insurance policies are recognised as income when payment falls due; possible cost, cost loadings
and risk coverage are deferred and allocated to results proportionately over the lifetime of the current policy
or, in the case of annuities, proportional to the amount of the benefits. Interest rate rebates and rate rebates
are included in gross premium income and charged to ‘claims incurred and benefits’ during the amortisation
period.

The premiums for non life policies, usually insurance contracts with a maximum term of twelve months, are
recognised as income during the term of the contract in proportion to the elapsed insurance term. The
movement in the provision for unearned premium is also accounted for under the net premium income.

5.1.2 Reinsurance premiums
This item represents the premiums on reinsurance contracts. These are recognised as a charge to the income
statement in proportion to the term of the contract.

5.1.3 Fee and commission income
Fee and commission income include income from securities transactions for clients, asset management,
commission from the insurance operations and other related services offered by REAAL. These are recognised
in the reporting period in which the services are performed. Commission related to transactions in financial
instruments for own account are incorporated in the amortised cost of this instrument, unless the instrument
is measured at fair value through profit or loss, in which case the commission is included in the revaluation
result.

5.1.4 Fee and commission expenses
Commission and management fees due are included under ‘fee and commission expenses’. These costs are
recognised in the reporting period in which the services are provided.

5.1.5 Share in the result of associates
The share in the result of associates concerns the share of REAAL in the results of the associates. If the book
value of the associate falls to zero, no further losses are accounted for, unless REAAL has entered into
commitments or made payments on its behalf.

Where necessary, the accounting principles applied by the associated companies have been adjusted to ensure
consistency with the accounting principles applied by REAAL.

5.1.6 Investment income
The investment income consists of interest, dividend, rental income and revaluations.
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5.1.6.1 Interest
The item ‘interest’ comprises the interest income in respect of group activities and the interest income from
investments of the Insurance activities.

5.1.6.2 Dividend
Dividend income is recognised in the income statement as soon as the entity’s right to payment is established.
In the case of listed securities, this is the date on which the dividend is paid out.

5.1.6.3 Rental income
Rental income consists of the rental income from investment property and property projects. This rental
income is recognised as income on a straight line basis for the duration of the lease agreement.

5.1.6.4 Revaluations
This item relates to the realised and unrealised increases and decreases in the value of investments in the
category fair value through profit or loss and realised increases and decreases in the value of the investments
in the other categories. Realised increases in value concern the difference between the sales price and the
amortised cost price. Unrealised increases in value concern the difference between the fair value and the book
value over the period.

5.1.7 Investment income for account of policyholders
These investments are held on behalf of life insurance policyholders and are measured at fair value. Increases
and decreases in the value of investments are recognised in the income statement as ‘investment income for
account of policyholders’. The dividend and interest on behalf of policyholders are also accounted for in this
item.

5.1.8 Result on financial instruments
The result on derivatives and other financial instruments is recognised under this item. Derivatives are
measured at fair value. Gains and losses from revaluations to fair value are taken directly to the income
statement under ‘result on financial instruments’. However, if derivatives are eligible for hedge accounting, the
recognition of a resulting gain or a resulting loss depends on the nature of the hedged item. The ineffective
portion of any gains or losses of a cash flow hedge is recognised directly under ‘result on financial instruments’.

This item also includes the profit or loss from the revaluation of the outstanding debt certificates, which are
measured at fair value after initial recognition, with value adjustments taken to the income statement.

In addition, buy back results on own funding paper and results from the sale of loans are accounted for under
this item.

5.1.9 Other operating income
Other operating income comprises all the income that cannot be accounted for under other headings.

5.2 Expenses
Expenses are recognised in the income statement on the basis of a direct relationship between the costs
incurred and the corresponding income. If future economic benefits are expected to be derived across different
reporting periods, expenses are recognised in the income statement using a systematic method of allocation.
Expenses are directly included in the income statement if they are not expected to generate any future
economic benefits.
5.2.1 Technical claims and benefits
Net movements in technical provisions are recorded under this item. This includes mainly the addition of
required interest and premium payments to cover future payouts, less payments due (life and non life),
developments in the portfolio, such as the actuarial result on surrender, cancellation and mortality, and the
VOBA amortisation costs.

5.2.2 Charges for account of policyholders
The changes in provisions for insurance contracts for the account and risk of policyholders are accounted for
under this item (see ‘Life insurance contracts on behalf of policyholders’). Payments to policyholders are also
recorded under this item.
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5.2.3 Acquisition costs for insurance activities
Acquisition costs comprise the direct and indirect costs associated with acquiring an insurance contract or the
conclusion of a mortgage in combination with an insurance product, including brokerage fees, the costs of
medical check ups and administrative costs for administering new policies in the portfolio. Amortisation of
capitalised acquisition costs for insurance operations is included in this item, to the extent that the charge
relates to capitalised external costs. The amortisation of capitalised internal costs is included in depreciation
and amortisation on tangible and intangible fixed assets. The change in the provision for unearned
commissions is also accounted for under acquisition costs.

5.2.4 Impairment charges / reversals
This item includes downward revaluations of assets for which the book value exceeds the recoverable value.
Intangible fixed assets, tangible fixed assets, associated companies, investments, property projects, receivables
and other assets may be subject to impairment. As soon as impairment is identified, it is included in the income
statement. The specific principles for impairment are explained in more detail in ‘Specific balance sheet
principles’ under the applicable items.

5.2.5 Staff costs
These costs concern all costs that pertain to the personnel. This includes salaries, social security costs, pension
costs and rebates granted to employees.

5.2.6 Depreciation and amortisation of fixed assets
This item comprises all depreciation and amortisation of tangible and intangible fixed assets, with the
exception of VOBA amortisation. The specific principles for depreciation and amortisation are explained in
more detail in ‘Specific balance sheet principles’ under the applicable items.

5.2.7 Other operating expenses
This includes office, accommodation and other operating costs.

5.2.8 Other interest expenses
Other interest expenses comprises the interest expenses in respect of financial obligations arising from
insurance operations and group operations. The interest expenses are recognised in the income statement
under the effective interest method.

5.2.9 Other expenses
Other expenses comprise all the expenses that cannot be accounted for under other headings in the income
statement. These expenses have no direct relationship with the primary and secondary business operations,
happen occasionally, and occur in a single financial year, or arise in a single financial year, and are amortised
over multiple financial years.

6 Contingent liabilities and commitments
Contingent liabilities are liabilities not recognised in the balance sheet because the existence is contingent on
one or more uncertain events that may or may not occur in the future not wholly within the control of REAAL.
It is not possible to make a reliable estimate of such liabilities.

The maximum potential credit risk arising from pledges and guarantees is stated in the notes. In determining
the maximum potential credit risk, it is assumed that all the counterparties will no longer live up to their
contractual obligations and that all the existing collateral is without value.

7 Cash flow statement
The cash flow statement is prepared according to the indirect method, and distinguishes between cash flows
from operational, investment and financing activities. Cash flows in foreign currency are converted at the
exchange rate applicable on the transaction date. With regard to cash flow from operations, operating results
before taxation are adjusted for gains and losses that did not result in income and payments in the same
financial year and for movements in provisions and accrued and deferred items.

Investments in (consolidated) subsidiaries and associates are stated under cash flow from investing activities.
The cash and cash equivalents available at the acquisition date are deducted from the purchase price.
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In the context of the cash flow statement, cash and cash equivalents are equal to the balance sheet item ‘cash
and cash equivalents’.

REAAL Annual Report 2010 35



Segmented financial statements
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Balance sheet by segment

In € millions
Zwitserleven REAAL Life REAAL Non Life

REAAL Other
activities

Eliminations Total

2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009

Assets

Intangible fixed assets 675 721 1,359 1,493 218 219 8 3 2,260 2,436
Property and equipment 35 40 108 113 27 38 170 191
Investments in associates 50 63 5 4 (2) 55 65
Investment properties 32 33 220 226 252 259
Investments 9,312 7,677 21,772 21,416 1,789 1,868 2,998 2,344 (1,931) (244) 33,940 33,061
Investments for account of
policyholders 6,442 6,080 6,199 5,960 12,641 12,040
Invested collateral securities
lending 176 540 176 540
Derivatives 107 13 117 179 1 3 225 195
Deferred tax assets 93 196 44 56 2 2 21 38 (41) 160 251
Reinsurance contracts 1 2 150 156 204 208 355 366
Loans and advances to banks 8 18 335 1,793 5 7 8 13 356 1,831
Corporate income tax 1 3 94 46 10 11 26 (36) 105 50
Other assets 126 144 542 1,848 233 210 2,998 1,359 (3,643) (3,507) 256 54
Cash and cash equivalents 52 147 1,568 1,322 299 148 150 106 (15) 2,054 1,723

Total assets
17,060 15,614 32,558 34,671 2,765 2,677 6,211 3,928

(5,589
)

(3,828
) 53,005 53,062

Equity and liabilities

Equity attributable to
shareholders 1,518 1,533 2,092 1,654 623 574 (1,217) (1,199) 3,016 2,562
Equity attributable to
securityholders 47 47 108 108 570 570 725 725
Minority interests 3 13 3 13

Total equity 1,565 1,580 2,203 1,775 623 574 (647) (629) 3,744 3,300

Subordinated debt 119 119 705 647 162 162 141 166 (176) (131) 960 963
Debt certificates 110 1,766 1,976 (105) 1,771 1,976
Insurance contracts 12,402 11,791 24,984 24,956 1,373 1,381 (68) (68) 38,691 38,060
Provision for employee benefits 191 202 15 13 127 126 333 341
Other provisions 4 5 6 12 1 24 20 34 38
Securities lending liabilities 182 550 182 550
Derivatives 1 3 2 29 81 44 84 76
Deferred tax liabilities 142 156 289 368 52 47 7 29 (41) 490 559
Amounts due to customers 1,051 5 534 718 31 74 819 135 (1,661) (113) 774 819
Amounts due to banks 1,073 2,363 4,045 76 100 994 619 4,506 4,764
Corporate income tax 7 36 136 (36) 143
Other liabilities 323 1,167 1,347 2,108 448 338 2,763 1,442 (3,588) (3,439) 1,293 1,616

Total equity and liabilities
17,060 15,614 32,558 34,671 2,765 2,677 6,211 3,928

(5,589
)

(3,828
) 53,005 53,062
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Income statement by segment

In € millions
Zwitserleven REAAL Life REAAL Non Life

REAAL Other
activities

Eliminations Total

2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009

Income

Premium income 1,085 1,103 1,834 2,445 809 814 3,728 4,362
Reinsurance premiums 5 3 82 38 67 67 154 108
Net premium income 1,080 1,100 1,752 2,407 742 747 3,574 4,254

Fee and commission income 13 12 66 64 2 2 22 23 103 101
Fee and commission expense 7 (3) 10 10 16 16 33 23
Net fee and commission income 6 15 56 54 2 2 6 7 70 78

Share in result of associates 4 22 2 (5) 6 17
Investment income 375 387 1,017 1,160 62 89 59 102 (15) (43) 1,498 1,695
Investment income for account of
policyholders 451 494 364 840 815 1,334
Result on financial instruments 18 8 78 (24) 96 (16)
Income invested collateral
securities lending 2 29 1 3 29
Other operating income 9 28 16 37 16

Total income 1,941 2,033 3,300 4,459 808 854 65 104 (15) (43) 6,099 7,407

Expenses

Technical expenses 811 576 1,888 2,295 476 436 3,175 3,307
Charges for account of
policyholders 842 1,072 711 1,354 1,553 2,426
Acquisition costs for insurance
operations 27 18 124 161 178 190 (2) (2) 327 367
Staff costs 44 88 67 125 45 68 23 32 179 313
Depreciation and amortisation of
fixed assets 28 10 39 38 13 9 1 80 58
Other operating expenses 59 25 82 51 62 45 19 17 222 138
Impairment charges 32 55 (4) 177 10 1 29 242
Interest expense securities
lending 1 20 1 20
Other interest expenses 25 29 109 212 13 21 46 69 (15) (43) 178 288
Other expenses 3 2 1 2 4

Total expenses 1,869 1,893 3,016 4,413 787 782 89 118 (15) (43) 5,746 7,163

Result before tax 72 140 284 46 21 72 (24) (14) 353 244

Taxation 16 36 60 (7) 5 18 (6) (3) 75 44

Net result for the period 56 104 224 53 16 54 (18) (11) 278 200

Minority interests 1 4 1 4

Net result attributable to
shareholders and
securityholders 56 104 223 49 16 54 (18) (11) 277 196



Risk management 

The risk management of REAAL NV (REAAL) and subsidiaries are partially integrated in the risk 
management of SNS REAAL. For the full risk management chapter, we refer to the annual accounts 2010 
of SNS REAAL NV.  

1.1 Maintaining a moderate risk profile 
REAAL emphasises its commitment to maintaining a moderate risk profile. This means that the balance 
sheet risks will be further limited and higher capital levels will be maintained. 

REAAL’s commercial activities, such as offering accessible insurance products, involve risks, whereby the 
exposure to high-risk activities, such as proprietary trading, complex products or foreign currencies, is 
limited. The mainly Dutch customers and clients are well-diversified within the retail and SME market 
segments. 

REAAL’s investment portfolios have relatively limited exposure to government bonds from countries that 
were severely affected by the euro zone crisis. In 2010 the positions in government bonds from Portugal, 
Ireland, Italy, Greece and Spain (PIIGS) were substantially reduced. The impact of negative market 
developments on the investment portfolios is mitigated by various hedging strategies. 

At year-end 2010, the total investment portfolio of the Insurance activities amounted to € 29.3 billion, 
largely invested in fixed-income securities (95%) and partly invested in shares (5%). 73% of the fixed-
income portfolio had an A rating or higher. 

During 2010, additional hedging activities were intended to further de-risk the balance sheet of the 
Insurance activities. The maturity of the fixed-income portfolio was adjusted, interest rate swaptions were 
purchased and the 
equity portfolio was protected following the purchase of put options. The purpose of these measures is to 
reduce the volatility of the Insurance activities’ solvency. 

1.2 Main developments 
The most important developments are: 

Capital and solvency 
� At the end of the year, the capital ratios for the Insurance activities were strong. The double leverage 

meets the required internal standard of SNS REAAL. 
� REAAL’s capital position is sensitive to the developments in the life expectancy of insured persons. In 

2010 REAAL assessed the impact of the new Dutch mortality tables, resulting in a drop in solvency of 
the Insurance activities by 11 percent points. In the years to come, changes in views of life 
expectancy may affect its capital position. 

Market risk 
� The market risk position is actively managed. The sensitivity to downward developments in the share 

prices was reduced and the maturities of the investments were better aligned with those of its 
insurance liabilities. In addition, interest rate swaptions were purchased to better hedge the 
guarantees issued to policyholders. 

� As a reaction to the euro zone crisis, the government bond portfolio was positioned more defensively 
by substantially reducing exposure to government bonds from Portugal, Ireland, Italy, Greece and 
Spain during 2010. 

1.3 Risk management organisation 

1 Key points risk profile REAAL NV 



REAAL uses the risk management organisation of SNS REAAL. The SNS REAAL Business and Risk 
Governance is aimed at strengthening Group policy and the frameworks within which risk policy is 
defined. The key issues are improving quality and achieving efficient risk management. 

The activities of the legal entity REAAL are organised into two business units: REAAL and Zwitserleven. 

SNS REAAL risk management organisation 

The business units’ responsibility is defined using the (risk) policy frameworks which the Executive Board 
established on the basis of the recommendations of the committees set up by the Executive Board. 

The business unit management boards are responsible for achieving the commercial, operational and 
financial 
objectives by choosing the best possible products, services, product/market combinations, labelling and 
distribution channels. In this context, the business units operate within the established group frameworks 
for credit risk, insurance risk, integrity risk and operational risk and report to the Executive Board. 



SNS REAAL distinguishes three risk management responsibility levels, also referred to as the ‘Three 
Lines of Defence’: 
� The line organisation, responsible for risk management, which is generally delegated to the risk 

committees. 
� The risk management departments, which advise line management and monitor positions. 
� The internal auditor (the Group Audit department), which reviews the planning, the process and the 

performance of the risk organisation. 

The responsibilities within the risk management organisation have been clearly defined; final 
responsibility for risk management lies with the Executive Board and SNS REAAL’s Chief Financial 
Officer is also the Chief Risk Officer. Risk owners have been appointed within the Executive Board and 
the management boards of the four business units. These risk owners are responsible for the formulation 
and execution of the risk policy for their designated areas of attention. 

The risk principles used for the risk management structure, which aim at a consistent risk management 
approach, remain unchanged. These principles aim for an integral risk management geared to 
maintaining a moderate risk profile and include: 
� One shared Group-wide risk type classification.
� A pre-set risk tolerance for each type of risk we have identified. 
� Scenario analyses for stress situations and measures for emergency situations with regard to the key 

risks.
� Testing and validating the models that are used for risk management. 
� Allocating risk owners to all identified risks. 
� Monitoring and assessment of risks independently of commercial operations. 

1.4 Risk committees
A more detailed disclosure of the risk committee structure is provided below. 

The risk committees work independently of the line organisation. They prepare Group policy and issue 
recommendations in this respect to the Executive Board. The Executive Board adopts the policy and 
authorises the committees to implement it. It is the committees’ responsibility to steer the development 
and enforcement of the Group policy. 

Risk Committee 
The Supervisory Board instructed five of its members to form a Risk Committee, which assesses SNS 
REAAL’s risk profile and management in respect of all risks (financial and non-financial). Special areas of 
attention include capital allocation, investment policy and liquidity requirement. In addition, the Risk 
Committee assesses the design and operation of the risk management organisation, including 
supervision of compliance with the relevant laws and regulations and the operation of codes of conduct, 
as well as the use of information technology in risk management. 

Management Committee 
The SNS REAAL Management Committee is the forum in which the Executive Board, the managing
directors of the Business Units, including REAAL and Zwitserleven, the Chief Information Officer and the 
HRM director discuss and determine the strategic policy frameworks, in preparation of the Executive 
Board’s final approval. 

Group Committees 
In addition to the Management Committee, the following Group Committees are in place: 
� Group GORCC: Group Governance, Operational Risk & Compliance Committee: to manage non-

financial risks. 
� Group FinCo: Group Financial Committee: policy frameworks for internal and external financial 

reporting, the accounting and actuarial infrastructure, structuring financial governance and 



management information (operational/ financial KPIs) and the presentation and disclosure of the 
results and returns. 

� Group ALCO: Group Asset & Liability Committee: to manage financial risks. The Group ALCO has 
four advisory committees: Actuarial Risk Committee, Investment Risk Committee, ALCO Bank and 
the Model Governance Board. 

� Group CCC: Group Counterparty & Credit Committee: to approve loans and revisions. This committee 
operates within the frameworks of Group GORCC, Group FinCo and Group ALCO.  

In addition, each business unit has a committee with its own delegated discretionary powers:
� PMPC: Product Market Pricing Committee, for risk control in proposed new products, product 

management in a broad sense, approval of product launch and steering of the correlation between 
volume and risk and return.

The number of committees at business unit level is now limited and the policy responsibility of the former 
committees has been combined at Group level. Positioning the policy development at Group level 
reduces the number of tiers in the decision-making process and increases the coherence within SNS 
REAAL. 

Within the business units, there are advisory committees for specific areas of attention that operate within 
the policy frameworks of the Group committees: 
� Investment Risk Committee: advises and supports the Group ALCO regarding investment-related 

risks in the insurance portfolios. This relates to strategic investment positions, the risk-return ratio of 
the investments, and the performance of investment managers. Moreover, the IRC advises on
amendments in the investment mandates. Effective 1 January 2011, the IRC merged into a fully 
fledged ALCO committee for the insurer. 

� Actuarial Risk Committee: is responsible for a uniform and Group-wide method of valuing the 
insurance risks and provisions and is furthermore involved in the implementation of valuation models. 

� Model Governance Board: monitors the quality and uniformity of all financial risk and valuation models 
used by SNS REAAL. 

Decision-making processes 
To reach consensus, the three Group committees Group GORCC, Group FinCo and Group ALCO take 
decisions by a majority of votes. To reach consensus, the Group CCC and the four advisory committees
of the Group ALCO take decisions by a unanimity of votes. If there is no agreement and no decisions can 
be taken, alternatives and arguments are submitted to the higher-level CCC or ALCO. 
Every member of the Group committees has an equal vote. Apart from voting right, every member has the 
right to escalate a decision. The proposal is then presented to the next higher committee. The 
Management Committee is the next higher committee for the Group committees. 
Decisions in the business units’ Product Market Pricing Committee are taken by a majority of votes. The 
chairman, the CFRO of the business unit, has a right of veto in such decisions. If the CFRO so decides, 
or at the initiative of a CEO of the business unit or Group staff director, the decision-making process may 
be escalated to GORCC, Group ALCO or FinCo, depending on the subject. 

1.5 Risk management departments 
The risk management departments advise on risk management and report on the risk profile in order to 
promote efficiency and uniformity. They act as shared service centres for the Banking and Insurance 
activities and, with regard to the risks, they are responsible for modelling, measuring, monitoring, 
reporting and advising. They are not responsible for determining the policy, but have an advisory role. 
SNS REAAL has the following risk management departments in place: 
� Group Risk Management (GRM) 
� Actuarial department 
� Compliance, Security & Operational Risk Management (CS&O) 
� Legal Affairs (LA) 
� Insurance Treasury & Investment Management (IT&IM) 



� Group Audit (GA) 

Group Risk Management (GRM) 
GRM supports the Executive Board and the management boards in: 
� Identifying changing market conditions and regulations that are relevant to the strategy and policy. 
� Determining the desired risk profile and translating it into internal standards and limits. 
� Choosing products and services that correspond with the desired risk profile. 
� Valuation of portfolios for steering structural value creation. 
� Determining the prices of products and services on the basis of risk-weighted return. 
� Structuring and implementing asset & liability management for Insurance activities. 
� Structuring and implementing the capitalisation and funding policies. 
� Portfolio management and modelling credit risk and insurance risks. 
� Setting frameworks for drawing up models and techniques used and independent implementation of 

model validation. 
� Implementing the reinsurance policy. 
� Coordinating strategic projects related to the management of financial risks, including stress tests and 

Solvency II programmes. 

Actuarial department 
The actuarial duties are allocated across Group Actuarial Risk Management within GRM and the actuarial 
departments of REAAL and Zwitserleven. Group Actuarial Risk Management’s areas of attention include 
drawing up policies, drawing up standards and frameworks, and monitoring the risk/return ratio. Data are 
also consolidated and reported to the various parties involved. Important focal points are the supervisory 
role and advising on developments to the Group and the business. In addition, GRM fleshes out the areas 
of attention pertaining to Reinsurance and Economic Capital: drawing up policies & frameworks, 
modelling, implementing and monitoring/advising. The operational actuarial duties are vested in the 
actuarial departments of REAAL and Zwitserleven. Besides reporting, the duties are modelling and 
carrying out analyses, providing the business units with advice on insurance risk management and 
implementing the adopted policies. 

The Insurance activities manage their insurance risk using a system of procedures and criteria for product 
development and acceptance. Risks that do not meet the criteria or risks that exceed pre-set limits – if 
accepted – are transferred to a reinsurance company as much as possible. 

A panel consisting of representatives of the management boards of the Insurance activities, the Finance 
& Control department and the Actuarial department regularly monitor the portfolio’s development. For life 
Insurance activities, this includes monitoring developments in expenses, interest and turnover; for the 
non-life Insurance activities, the developments of premiums and loss ratios are analysed by segment. 

Compliance, Security & Operational Risk Management (CS&O) 
CS&O advises the Executive Board and the management boards of the business units on the control of 
non-financial risks. These are the risks that are related to human behaviour and the structure of the 
business processes. The main duties of the department are defining policies, providing recommendations
for ethical and controlled business conduct, coordinating and promoting operational risk control and 
integrity risk control and permanently monitoring process execution. SNS REAAL’s policy is implemented 
by specialised staff departments, which support the line management in the execution of that policy. 

The control of non-financial risks is managed by means of seven themes: employee, client, business 
process, product, information, risk management and partnership. These themes serve as guidance for the 
risk analyses to be performed periodically and provide the structure for supervision and risk reporting. 

Legal Affairs (LA) 
Legal Affairs prepares policy and supports operational activities for risk management. The main 
responsibilities of the department in this area are: 



� Identifying and advising on present and future legislation and regulations. 
� Advising on products and product documentation. 
� Handling impending and current legal disputes. 
� Advising on cooperation agreements. 

Insurance Treasury & Investment Management (IT&IM) 
The duties and responsibilities of Insurance Treasury & Investment Management (IT&IM) are primarily 
aimed at investments for own account and risk of SNS REAAL’s Insurance activities. In the new risk 
governance structure, IT&IM has become the central point of contact of the operationally responsible 
investment managers. On 1 January 2011, the director of IT&IM became a member of ALCO Insurer as
advisor on the investment policy and its implementation. 

The main responsibilities of IT&IM are: 
� Advising and supporting the Group ALCO and the management boards of the Insurance activities in 

their investment policy preparations. 
� Providing operational support in the implementation of the investment policy. 
� Drawing up and monitoring investment mandates approved by the Group ALCO, given the ALM and 

investment policies. 
� Supervising investment managers to check that they adhere to their mandates, and assessing their 

performance.
� Actively managing investments that are not managed by the investment managers. 
� Monitoring security lending and repo activities in the insurance portfolios, the execution of which has 

been outsourced to professional and specialised parties. 

Group Audit (GA) 
Group Audit reports to the chairman of the Executive Board and also has a reporting line to the Audit 
Committee of the Supervisory Board. In this way, the department is able to perform its activities
independently of the business units and the departments of SNS REAAL. 

Group Audit carries out its audits on behalf of the Executive Board based on a dynamic risk analysis. This 
risk analysis was discussed with the external auditor and the Dutch Central Bank and is in accordance 
with the Banking Code. The audits focus on the internal risk management and control system, related 
processing procedures and (reliability of) management information. 

Group Audit is also responsible for carrying out the differentiated internal audit activities on behalf of the 
Business Unit management board and line management. These audits focus on the (permanent) effect of 
the control measures included in procedures. In addition, various types of audits are performed at the 
request of the management boards, including certification activities for external parties. 

1.6 Risk classification



Capital is maintained for credit risk, market risk, insurance risk, business risk (part of strategic risk) and 
operational risk. No capital is maintained for the liquidity risk, since the results of scenario analyses are 
used for internal control instead. The management of these risks is discussed in chapter 2 Financial risk 
management. 

1.7 Framework for business control 
Doing business requires taking risks and demands a consistent and transparent assessment of 
opportunities and risks, aimed at growth and the continuity of the Company. The Executive Board of SNS 
REAAL has established frameworks for the management boards of the business units in order to properly 
steer such assessments. The most important frameworks are: 
� The strategy (Simplicity in Finance) and strategic risk analyses, to direct the activities of the business 

units and the organisation as a whole. 
� The moderate risk profile, which sets limits for taking risks and controlling risks. 



� The management structure, which includes the risk committees, to streamline management focus, to 
allocate duties and responsibilities, and to deal with new or external impulses (e.g. through takeovers 
and reorganisations). 

� Traineeships, talent and management development programmes, to manage staff quality and 
appointments (‘the right person in the right place’). 

� The remuneration structure, to manage the conduct of our employees in order to achieve goals. 
� Requirements for internal processes, to steer predictability of performance, prevent unforeseen losses 

and ensure the reliability of information. 

The management boards of the business units are responsible for day-to-day operations within these 
frameworks and each year draw up operational plans that are approved by the Executive Board. 

The framework for business control sets out how responsibility is awarded within SNS REAAL and how 
this must be accounted for. This framework forms the basis for controlling the risk management 
processes.

The framework for business control thus offers a reasonable, albeit not an absolute guarantee that risks 
are excluded. It does not guarantee, for instance, that human error, the deliberate circumvention of 
control procedures by employees and third parties acting in concert, or the evasion of control 
mechanisms by management will not occur. 

SNS REAAL has set up a procedure to determine biannually the extent to which the management boards 
of each business unit control essential risks. This particularly concerns the discussions between the 
layers of management on the risks in the business operations and the measures taken in this respect. 
Key inputs for this procedure are the regular in-control reports per business unit. The outcome of this 
procedure contributes to the management statement that is included in the SNS REAAL annual report. 

Framework for business controls 



In each report the Management Board of each Business Unit states, with due observance of changes to 
internal and external factors, whether they have identified the main risks and corresponding control 
measures with a reasonable degree of certainty. Moreover, the Management Board states which 
improvements have been made to the (risk) management procedures, whether the established control 
measures function adequately, whether the provision of information is sufficient and which aspects the 
relevant business unit intends to improve further. The Management Boards state whether they expect the 
risk management system to work adequately during the next one-year period. 

The Executive Board assesses the internal statements by the various business units and Group staff 
departments. Together with a strategic risk analysis, these assessments form the basis for the internal 
statement that every Executive Board member prepares. The statements from the management boards
translate into the external in-control statement, which is discussed with the Audit Committee and the Risk 
Committee. 

2 Financial risk management 



2.1 Insurance risk
The insurance portfolio has a moderate risk profile. The life portfolio contains insurance policies with both 
short-life risk and longevity risk. All major non-life sectors are represented in the non-life portfolio. Both 
the individual life and the non-life insurance portfolios focus on the retail and SME markets in the 
Netherlands. REAAL’s group life insurance portfolio focuses on the entire corporate market in the 
Netherlands.

The insurance risks for Life, Non-Life and the related reinsurance are discussed in more detail below. 

2.1.1 Insurance risk Life

Content of the life insurance portfolio 
The life insurance portfolio contains individual and group insurance policies. Individual insurance policies 
are sold as policies with cash benefits (traditional policies) and with payment in units (unit linked 
insurance policies). The individual life insurance portfolio primarily focuses on unit linked policies, 
mortgage-related endowment policies and life annuity insurance policies. The group insurance portfolio 
consists of both traditional contracts, for which the insurer bears the investment risk, as well as separate 
accounts and unit linked contracts, for which the policyholder bears the investment risk. 





Concentration of risk 
In life insurance, concentration of risks mainly consists in the group insurance portfolio. The participants 
in a group contract often work at the same location or undertake joint activities, which brings about a 
concentration of risks.

Such concentration of risk was partly offset in 2010 by the use of reinsurance. For more information see 
Insurance risk reinsurance.

Scope of various insurance categories
In € millions Annual 

premium
Insured capital Insured 

annuity
Technical 

provision for 
insurance 

contracts Risk
capital

2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 

Individual insurance 
policies in cash 751 721 67,310 63,568 776 751 18,537 18,440 53,287 48,084

Savings mortgages 384 301 20,764 15,733 6 6 4,875 4,136 15,901 11,648

Life annuity -- 1 -- -- 681 680 4,461 4,674 380 393

Risk 140 134 31,867 30,616 49 54 340 343 32,315 31,178

Savings insurance 185 241 12,206 14,719 40 11 6,468 8,342 2,909 3,025

Funeral insurance 42 44 2,473 2,500 -- -- 2,393 945 1,782 1,840

Individual 
insurance policies 
in investment 
units 268 871 14,828 49,267 49 383 7,734 7,636 41,421 46,196

Group insurance 
policies in cash 288 285 11,501 10,091 1,828 1,840 5,924 5,614 26,187 26,038

Group insurance 
policies in 
investment units 333 349 11,687 9,072 997 1,123 5,468 5,405 15,019 15,285

Subtotal 1,640 2,226 105,326 131,998 3,650 4,097 37,663 37,095 135,914 135,603

Reinsurance risk (8) (6) (308) (297) -- -- (4) (11) (10,042) (1,368)

Proportional 
(94) (100) (376) (402) -- -- (147) (147) (48,888) (43,770)



reinsurance

Total 1,538 2,120 104,642 131,299 3,650 4,097 37,512 36,937 76,984 90,465

Co-insurance
SNS REAAL concludes co-insurance contracts with one or more other insurers. In general, risk 
assessments are based on the information provided by the administrating company. In the event of co-
insurance, each co-insurer is, in principle, liable for its part of the total obligations. If a co-insurer defaults, 
its insurance liabilities will be transferred to the remaining co-insurers. The total size of the provisions for 
incoming co-insurance amounts to € 171 million (2009: € 196 million). In view of the limited interest and 
the spread over several insurers, the risk is limited. 

Insurance risks for the life insurance portfolio 
A life insurance policy entitles the policyholder to death benefits and/or a benefit payable on the maturity 
date of the policy. 

The most distinctive risk with respect to life insurance policies is the mortality risk. This risk mainly affects
the duration and timing of the payment of the insured cash flows. The mortality risk indicates the death 
benefit risk of the policyholder dying earlier than expected (short-life risk). In case of an endowment 
policy, the mortality risk for the insurer is that the policyholder might live longer than expected (longevity 
risk). The financial impact of the difference between the calculated timing of mortality and the realised
mortality can be substantial, particularly with longevity risk. 

REAAL periodically reviews the level of longevity-mortality compensation that is inherent in its portfolios. 
For an adequate assessment of these compensation effects, REAAL monitors the profit and loss 
development in time of its mortality assumptions for the entire portfolio. The life insurance liability 
adequacy test largely depends on the movements of the risk-free interest rate curve. Therefore, the life 
insurance liability adequacy test does not function as an adequate basis to assess longevity-mortality 
compensation. Furthermore, a comparison of the current present value of surpluses and deficits does not 
imply any guarantee for future deficits. 

Other insurance risks that affect the life insurance portfolio are the risk of disability (the policyholder 
becomes incapacitated for work) and risks associated with the insurance behaviour of policyholders, such 
as early surrender (the policyholder terminates the policy before the maturity date), and conversion to a 
paid-up status (the policyholder terminates the regular premium payment before the maturity date). For 
the disability risk, see also Insurance risk Non-Life. 

Life insurance portfolio - Investment risk and interest rate guarantees 
With both traditional and unit linked contracts, the policyholder pays regular premiums and/or a single 
premium. For traditional policies, the insurer bears the investment risk of its commitments to 
policyholders. When a benefit or annuity payment is due, the insurer pays the policyholder a 
predetermined nominal amount. In contrast, on unit linked contracts the insurer does not run a risk for the 
amount paid out. This insured amount is dependent on the value of the units in the funds. The
policyholder therefore bears the investment risk.  

In a number of cases, interest rate guarantees were issued for individual unit linked contracts. At REAAL 
Life, these interest rate guarantees relate to a provision amounting to € 1.5 billion. See also the final table 
of Interest rate risk. A guaranteed minimum return at maturity applies to the individual unit linked policies 
with interest rate guarantee. 

In the case of group insurance policies with segregated pools, the contracting party bears the investment 
risk, in principle. On the expiry date of the contract, however, there should at least be a provision for 
contractual accrued rights. To compensate for deficits up to a certain amount, an additional provision 



(buffer) is created based on agreed upon retentions for the relevant contracts if stipulated by contract. If 
this buffer turns out to be insufficient on the expiry date of the contract, the remaining shortfall is then for 
the risk of the insurer. 

Managing insurance risks in the life insurance portfolio 
Risks are managed by means of risk policy (see also Insurance risk reinsurance and Market risk), by 
understanding the factors involved and by review. 

Developments in the insurance risks of mortality and early surrender are investigated annually. The 
results of this investigation are used for setting prices for new life insurance contracts and for the 
valuation of the insurance portfolio (embedded value). Risk diversification in the composition of the life 
insurance portfolio is another goal. Furthermore, an active reinsurance policy is pursued. 

To gain insight in the sensitivity of the insurance portfolio resulting from changes in parameters used in 
calculating the technical provisions, the effects of changes in mortality and disability probabilities, 
surrender probabilities and costs was investigated. Year-end 2010, relatively speaking, the insurer is less 
sensitive to changes in assumptions on mortality and disability than for the other. With respect to 
mortality, the longevity risk in, for example, annuities and pension insurance is set off, from a present 
value perspective, by the short-life risk in the other insurance policies. As the technical provisions have 
been calculated on the basis of historical principles for premium calculation, changes in the above-
mentioned parameters do not immediately lead to an adjustment of the book value of the technical 
provisions and results. 

At reporting dates, the adequacy of technical provisions is tested using the criteria set by the IFRS and by 
the Dutch Central Bank guidelines. This test shows the overall effect of the risk parameters. The outcome 
is included in the solvency assessment. 

For an explanation of investment and interest rate risk control, see Market risk. The insurer also seeks to 
maintain sufficient solvency (see Capital management). 
The sensitivity of the solvency of the Insurance activities to changes in the financial markets is explained 
in the Risk and capital management. 

2.1.2 Insurance risk of Non-life business 

Contents of the non-life insurance portfolio 
The emphasis of the insurer’s non-life insurance portfolio is on the main segments: Fire, Motor Vehicles, 
and Accident and Health. Apart from these segments, the insurer also operates in the Marine segment, 
mainly within the co-insurance unit. The insurance policies are mostly sold through authorised agents, 
insurance intermediaries and SNS Bank’s distribution channel to retail and SME clients. 

Co-insurance
REAAL Non-Life is represented at the Rotterdam Insurance Exchange through its co-insurance unit. 
Risks in the segments Fire, Marine and Miscellaneous are underwritten there. REAAL Non-Life focuses
on the medium-sized and large business segments of the corporate insurance market. In 2010, the 
REAAL Non-Life co-insurance portfolio posted a gross earned premium income of € 105 million (2009: € 
104 million). 

Catastrophe 
The insurer reinsures catastrophe risks resulting from perils of nature, such as storms, and terrorism (see
Insurance risk reinsurance). Catastrophes resulting from acts of violence, nuclear incidents or flooding 
are excluded under the standard policy conditions. 

Combined ratio and claims ratio 
In 2010, the combined ratio was 98.5% (2009: 92.6%) and the claims ratio was 60.8% (2009: 53.4%). 

Concentration of risk 



Geographically, the non-life portfolio risk of the Insurance activities is almost entirely concentrated in the 
Netherlands. The concentration of insurance risks is in the Fire segment, where storm risk plays an 
important role. In addition, the concentration of risks can occur in blocks of flats, rows of houses and 
office buildings.  

The concentration of risks is also present in the group accident portfolio and the group disability schemes. 
The underwriting of group disability policies related to the WIA disability act (‘Wet werk en inkomen naar 
arbeidsvermogen’ - the Work and Income (Fitness for Work) Act) is effectuated through an alliance with 
another Dutch insurer. In this alliance, each insurer bears half of the insurance risk and the other insurer 
carries out the administration. See Insurance risk reinsurance for more information about retention and 
reinsurance of these risks.

Gross premium income Non-Life 2010 

Gross claims reserves Non-Life 2010 

The diagrams above illustrate the distribution of gross premium income and gross claims reserves across 
the various segments. The premium volume and the claims reserves for the Marine segment come almost
entirely from co-insurance. The diagrams illustrate the long-term non-life obligations of disability insurance



policies compared to the limited shares of the Accident and Health segment. In the total premium, the 
disability insurance policies have a relatively large claims reserve. The opposite applies to the Fire 
segment. Due to the rapid settlement of fire claims, this segment, which generates more than a quarter of 
the premium income, only represents a small part of the total claims reserve. 

The total gross premium income of the non-life Insurance activities in 2010 amounted to € 810 million 
(2009: € 814 million). In 2010, € 67 million (2009: € 64 million) was paid in reinsurance premiums. This is 
8.3% (2009: 7.9%) of the gross premium income. At year-end 2010, the gross claims reserve amounted 
to € 1,224 million (2009: € 1,235 million). For more information on retention and incoming reinsurance, 
see Insurance risk reinsurance. 

Analysis technical results Non-life 
In € millions Total Fire Accident and 

health 
Motor vehicles Transport Other 

segments 

2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009

Gross earned 
premium

810 814 219 221 138 137 267 268 74 77 112 111

Gross claims 
incurred 505 439 158 112 57 61 182 190 52 55 56 21

305 375 61 109 81 76 85 78 22 22 56 90

Reinsurance 
balance

(34) (54) (10) (17) (6) (4) (3) (1) (5) (8) (10) (24)

271 321 51 92 75 72 82 77 17 14 46 66

Operational 
expenses and 
profit sharing

(297) (310) (87) (94) (49) (47) (105) (107) (21) (26) (35) (36)

Other technical
expenses (2) (9) -- -- -- -- (1) 1 -- (1) (1) (9)

Operating result (28) 2 (36) (2) 26 25 (24) (29) (4) (13) 10 21

Investment 
income 42 50 4 5 19 17 10 14 2 3 7 11

Technical result 14 52 (32) 3 45 42 (14) (15) (2) (10) 17 32

The claims incurred (claim payments including changes to claims reserves) per segment is compared to 
the gross premium, while the development of the ratio between the two, the claims ratio, serves as an 
indicator. 

Insurance risks of the non-life insurance portfolio 



The insurance risk for the insurer’s non-life portfolio is primarily concentrated on covering the risks 
resulting from third-party liability (WA), injury, general third party liability, catastrophe and disability claims. 
This is mainly because of the size and the long-term character of the claims. 
� Motor vehicle third-party injury liability 

Motor vehicle liability is a third-party liability insurance to cover injury, medical care and/or healthcare 
expenses and loss of income following a road traffic accident. The insurer sells these products
through all of its distribution channels. 

� General third party liability (GTPL) 
The insurer provides general third party liability insurance for both private individuals and the business 
segment; the latter may go together with professional indemnity coverage. The insurer sells these 
products through all of its distribution channels. 

� Disability 
The disability coverage in the insurer’s portfolio includes both individual coverage for self-employed 
people and semi-group coverage for employees. The latter group also includes additional cover to the 
WIA disability act, which is offered through the abovementioned co-insurance partnership with
another Dutch insurer. The insurer sells these products through all of its distribution channels. 

� Fire and other damage to property 
Fire insurance offers policyholders financial protection against damage to their property and material 
consequences of interruption of operations as a result of the damage sustained. The insurer sells 
these products through all of its distribution channels.

Insurance risk management for the non-life insurance portfolio 
Risks are managed by means of risk policy (see Insurance risk reinsurance and Market risk), by 
understanding the factors involved and by review. 

Every year, the developments in the non-life insurance risks are examined and Economic Capital 
calculations are made. The results of the examination are used to determine rates and the acceptance 
conditions of non-life insurance policies. Furthermore, an active reinsurance policy is pursued.

The effects of changes in parameters, which can be observed in connection with the Economic Capital 
calculations, provide insight into the degree of risk. The table below shows the sensitivity of the profit after 
tax in the event of a 10% increase or a 10% decrease in non-life claims. The sensitivity is based on a 
one-off increase or decrease of the realized claims of non-life insurance policies.

Sensitivity Non-life 
In € millions Result Shareholders’ equity 

2010 2009 2010 2009

Claims +10% (36) (32) (36) (32)

Cliams -10% 36 32 36 32

The IBNR and the provision for claims handling expenses are evaluated at least twice a year and, where 
necessary, adjusted. 

The technical provisions are completely reviewed every year, which includes a quantitative assessment of 
the majority of the portfolio. 

Non-life insurance portfolio fraud risks management 
Fraudulent claims are defined as claims submitted by policyholders for non-events or claims in which the 
extent of the damage is exaggerated. Fraud prevention and detection is the responsibility of Fraud, a 
separate operational department. In addition, decentralised supervision of internal fraud is conducted by 
various departments, such as Acceptance, Claims and Claims Handling. 



Realised claims with a run-off of more than one year 
The insurer has assigned specialised departments to the handling and run-off of (bodily injury) claims. 
The experts in these departments handle claims on an item-by-item basis, make estimates on the size of 
the claim and monitor the progress of claims settlement. Claims with a run-off period of more than one 
year include disability claims, bodily injury claims and liability claims. 

Characteristics of the provision for recurrent disability annuity benefits 
For non-life, disability liabilities include in-force payments for claims that stem from the individual and the 
semi-group insurance portfolios. Disability benefits in in-force payments relating to life insurances concern 
coverages within a life insurance contract. 

Characteristics provision for recurrent disability annuity benefits 
In € thousands Life insurance Non-life Insurance Total 

2010 2009 2010 2009 2010 2009 

Provision for periodic payments 52,232 60,090 253,498 248,313 305,730 308,403

Number of commenced annuities 1,089 1,271 4,153 4,653 5,242 5,924

Average annual annuity 9.5 10.1 17.9 14.9 11.9 13.8

Characteristics of the claims reserve for other claims with a run-off of more than one year 
Other claims with a run-off of longer than one year generally comprise bodily injury and liability claims. 
These risks are more diverse than disability risks. This diversity also applies to the expected duration of 
the claims payments. REAAL Non-Life pursues a strict policy with regard to the settlement of these 
claims. The aim is to settle them within a maximum of five years. In addition, claims on earlier claim years 
undergo accelerated settlement. This has resulted in the settlement of a large number of claim files that 
had been pending for some time. 



Claims development history 
The table below provides a summary of the run-off on claims reserves for earlier claim years.

Claims development history 2010 
In € thousands Provision 

as of 1 
January

Interest 
added

Payments Provision 
as of 31 

December 

On balance 
release /  
run-off 

Claim years: 

- 2001 and earlier 327,342 4,302 32,768 290,489 8,387 

- 2002 28,676 379 4,531 31,761 (7,237) 

- 2003 45,313 449 4,890 39,981 891 

- 2004 40,968 550 7,321 29,589 4,608 

- 2005 48,580 467 6,735 34,520 7,792 

- 2006 54,554 489 11,933 38,147 4,963 

- 2007 90,555 878 16,755 67,972 6,706 

- 2008 138,210 1,072 30,698 89,116 19,468 

- 2009 254,521 1,411 114,191 136,423 5,318 

Total through 2009 1,028,719 9,997 229,822 757,998 50,896 

Total 2010 -- 737 250,591 263,661 -- 

Total net of reinsurance  1,028,719 10,734 480,413 1,021,659 50,896 



Claims development history 2009 
In € thousands Provision 

as of 1 
January

Interest 
added

Payments Provision 
as of 31 

December 

On balance 
release / 
run-off 

Claim years: 

- 2000 and earlier 327,080 3,518 31,212 294,952 4,434 

- 2001 38,185 618 5,085 32,902 816 

- 2002 31,720 432 7,954 28,206 (4,008) 

- 2003 54,671 661 8,733 45,464 1,135 

- 2004 51,839 465 6,412 40,860 5,032 

- 2005 65,439 606 10,885 50,391 4,769 

- 2006 74,476 546 15,539 53,878 5,605 

- 2007 134,877 1,091 38,797 93,830 3,341 

- 2008 294,632 1,363 113,708 131,953 50,334 

Total through 2008 1,072,919 9,300 238,325 772,436 71,458 

Total 2009 -- 611 259,549 256,283 -- 

Total net of reinsurance  1,072,919 9,911 497,874 1,028,719  71,458 

2.1.3 Reinsurance` 

Reinsurance policy 
The reinsurance policy provides protection against technical insurance risks in the various insurance 
portfolios of both the life insurance and the non-life insurance business. Reinsurance can be divided into 
two main fields: traditional reinsurance that is taken out based on a risk perspective and reinsurance from 
the perspective of capital management. So far, the reinsurance policy mainly aimed at minimising losses
ensuing from calamities to a level befitting the risk profile, which means that traditional reinsurance was 
emphasised. We see a market-wide trend towards reinsurance for capital management purposes, which 
is also acknowledged at the Insurance activities. For example, following the proportional reinsurance 
contract concluded on 1 October 2009, a new proportional reinsurance will be concluded for the 
Insurance activities’ individual life portfolio. The reinsurance policy is determined based on risk analyses
for the various portfolios, the size of the portfolios, the nature of the insurance risks, the results, the risk
appetite and the financial strength of the Company.  

The risk of terrorism is reinsured through the Nederlandse Herverzekeringsmaatschappij voor 
Terrorismeschaden (Netherlands Terrorism Risk Reinsurance Company (NHT)). In order to align the 
cover in the policy and the reinsurance cover through the NHT, the cover for the terrorism risk in the 
policy is limited to the maximum capacity of the NHT, € 1 billion. 



REAAL Reassurantie SA 
A number of risks from the non-life portfolio in particular are partially reinsured with the Luxembourg-
based reinsurance captive REAAL Reassurantie SA, such as fire, catastrophe and Proteq’s portfolio. The 
captive offers reinsurance cover for risks of REAAL Non-Life and Proteq Non-Life. 
The reinsurance captive is used to cover the difference in risk appetite and financial strength of the 
different entities and in relation to the Group. In addition, the captive participates in parts of the 
Catastrophe reinsurance programme. 

The retentions and reinsured parts as indicated below reflect the figures of REAAL Reassurantie after 
consolidation in the Insurance activities. 

REAAL Life reinsurance 
The Insurance activities have a thoroughly integrated reinsurance programme for the mortality and 
disability portfolios. In 2010, separate reinsurance contracts were purchased for the individual and group 
portfolios. The catastrophe reinsurance contract was concluded Group-wide for the various subportfolios. 

The Insurance activities purchase reinsurance for every risk separately from a relatively high level 
upwards (see the table below). In view of the risk profile and the size of the portfolio, the retention of both 
the mortality and disability risks can be considered to be in accordance with the underlying portfolio. 

The structure of the 2011 reinsurance programme will not change compared to the 2010 programme. The 
various subportfolios are reinsured by means of reinsurance contracts for the individual portfolio, the 
group portfolio and the catastrophe risk. Furthermore, a reinsurance contract is in place for the disability 
portfolio. The retention of the mortality reinsurance contract of the individual life portfolio of the Insurance 
activities is proportionally reinsured by a quota share contract. 

The Insurance activities have concluded their reinsurance contracts at reinsurance companies that have 
at least an A-rating (S&P). An exception to this is Zwitserleven’s reinsurance contract for 2010, which was
purchased within Zwitserleven’s former parent company and has a BBB+ rating.

Life insurance retention 
In € thousands 2010 2011 

REAAL Zwitserleven REAAL Zwitserleven
Coverage: 
-  Mortality (risk capital) (quota share)
per risk; individual portfolio 30% -- 28.,5% --

-  Mortality (risk capital) per risk (DBV. 
concluded before 1 January 2007 
respectively 2009)

 58%/70%  --  58%/70%  -- 

-  Mortality (risk capital) per risk; 
individual portfolio 1,500 1,500 1,500 1,500

-  Mortality (risk capital) per risk; group 
portfolio  900  900 900 900

-  Disability (risk capital) per risk; 
individual portfolio  1,500  1,500 1,500 1,500 

- Disability (risk capital) per risk; group 
portfolio  900  900 900 900 

- Catastrophe per event 15,000 2,000 15,000 2,000



REAAL Non-Life reinsurance 
The non-life Insurance activities have set the retention of the reinsurance contracts in line with the size of 
the various portfolios. The reinsurance programme makes no specific distinction between the various 
distribution channels, but large risks are reinsured at segment level. 

In addition to the regular protection of individual portfolios, REAAL Non-Life has a catastrophe contract for 
natural perils (storm, hail) and accumulation within the fire portfolio. 

Where applicable, Proteq Non-Life is included in the reinsurance programme of REAAL Non-Life for 
segments. In addition, Proteq has purchased a number of underlying reinsurance covers from REAAL 
Reassurantie, the Insurance activities’ reinsurance captive. 

The 2011 reinsurance programme is largely a continuation of the programme as it was in 2010. The 
capacity of the catastrophe programme was expanded due to the increased underlying exposure and 
purchases are made to a higher return period. The retention of the catastrophe programme was raised to 
€ 45 million. Furthermore, the retentions of General Liability and Accidents were increased from the 2010 
level to a level in tune with the underlying portfolios. The retentions of other segments remained
unchanged. 

Non-life insurance retention 
In € thousands 2010 2011 

Coverage: 

Fire per risk 2,500 2,500 

Motor third-party liability per risk 2,500 2,500 

Personal / business liability per risk 750 1,000 

Accidents per risk 500 750 

Transport (up to 2006 NHL) per risk 1,000 1,000 

Disability (risk capital) per risk 1,500 1,500 

Catastrophe per event 40,000 45,000 

The non-life insurer pursues an active policy with regard to placing its reinsurance contracts. A distinction
is made in the panel of reinsurers as to the property programme (Fire and Catastrophe) and the casualty 
programme (Motor Liability, General Liability and Accidents). In the casualty programme, the claims
settlement is characterised by its long lead time. Because of this long-term nature, the continuity of the 
panel is the main consideration in the placement of this programme. The minimum rating of this 
reinsurance panel is A. A minimum rating of A- applies for the reinsurance of Fire and Catastrophe. The 
price aspect plays an important role in this. 

Proteq Non-Life: incoming disability reinsurance 
Proteq Non-Life has an incoming reinsurance contract that has bearing on a portfolio of disability-related 
annuity cover. This contract has not been renewed since 2004 and is in a run-off phase. The premium in 
2010 is therefore nil (2009: nil). At year-end 2010, the gross claims reserve amounted to € 78 million 
(2009: € 92 million), after retrocession the reserve amounts to € 29 million (2009: € 33 million). 



2.2 Market risk 
The market risk of the Insurance activities is created by the fact that when the financial markets change, 
the value changes of investments (equities, property, fixed-income investments) do not change with the 
same amount as the liabilities. This means that changes in financial markets affect the results and capital 
position of the insurer. 

The market risks are measured and managed by the Asset & Liability Management (ALM) department. 
This department reports monthly to the Group ALCO through the Investment Risk Committee. The main 
objective in 2010 was to make solvency levels more manageable. The sensitivity to downward 
developments in the share prices was reduced and the maturities of the investments were better aligned 
with those of its insurance obligations. In addition, interest rate swaptions were purchased to better hedge 
the guarantees issued to policyholders.

The table below shows the investment mixes. It should be noted that, within the fixed-income investment 
portfolio, a strategic mix is determined based on the various fixed-income rating categories. 

Investment mix Insurance activities
In € millions 2010 2009 

Interest bearing investments 27,995 82% 26,925 82%

Equities and options 1,345 4% 1,682 5%

Property 252 1% 259 1%

Mortgages 4,616 13% 3,886 12%

Total 34,208 100% 32,752  100%

The point of departure for the ALM policy is the ALM plan, which is drawn up annually and sets out the 
strategic investment policy. The ALM plan seeks a balance between risk and return within the
preconditions that apply with regard to the Value-at-Risk, solvency, profitability and IFRS results. 

The financial market risks of the portfolio for own account and risk are managed using a VaR system. 
VaR is a risk indicator that records the balance of all market risks (interest, equities, etc.). The VaR, 
expressed as a percentage of the market value of shareholders’ equity, was 29% as at year-end 2009. In 
early 2010, the VaR calculation was brought more in line with the Solvency II principles, which resulted in 
a recalculated VaR of 32% as at year-end 2009 and an adjusted limit of 45%. In 2010 the VaR increased
from 32% as at year-end 2009 to 46% as at year-end 2010, slightly exceeding the current limit of 45%. 
The increase is mainly due to the introduction of an additional spread risk on non-AAA government bonds 
in the VaR calculations and the low market value of shareholders’ equity as a result of the low interest 
rate environment and the introduction of new mortality tables. 



Portfolio Insurance activities
In € millions 2010 2009 

Property investments 252 259

Interest bearing investments 27,995 26,925

Equities and options 1,345 1,682

Invested collateral securities lending 176 540

Derivatives 225 195

Reinsurance contracts 355 366

Loans and advances to customers 4,616  3,886 

Loans and advances to banks 356  1,885 

Other assets, no lending operations 3,006  3,047 

Cash and cash equivalents 2,054  1,723 

Total 40,380  40,508 

2.2.1 Interest rate risk

Interest rate risk is a significant component of the Insurance activities market risk profile. There is an 
interest rate risk when the interest rate sensitivities of the assets and liabilities are not completely equal 
and it is expressed as movements in the result and/or capital position if market rates fluctuate. Main 
sources for interest rate risk are the return guarantees given to policyholders. This risk is partly mitigated 
by the use of interest rate derivatives to hedge the guarantees in traditional life insurance with guarantees 
and profit sharing. See Hedging Insurance activities for more information. 

For products without profit sharing, the fixed-income investments are matched with liabilities as closely as
possible. 

Breakdown provision for own account and risk 
In € millions 2010 2009 

With profit sharing (company or surplus interest) 10,021  10,456 

With interest rate rebate 6,387  4,404 

Without profit sharing 4,718  6,573 

Savings mortgages balance 3,193  2,463 

Total 24,319  23,896 



The most significant quantification of interest rate risk is done by using duration analyses, scenario 
analyses and VaR analyses. 

The duration of equity indicates the impact on the fair value of shareholders’ equity in the event of a minor 
parallel shift in the yield curve. In its analysis, the insurer ignores those investments and liabilities that are 
already nearly matched to each other. This category includes savings policies built up with savings 
mortgages and the part of the balance sheet items that is kept for own account and risk of the 
policyholders.

Market rate movements rapidly change both the value and interest rate sensitivity of the return 
guarantees given to customers. This makes the duration of equity extremely volatile and hard to interpret, 
which is why it was decided not to conduct management based on this indicator. The actual interest rate 
management (and accompanying hedging policy) is driven by the results of the sensitivity calculations 
related to solvency. 

Scenario analyses periodically test the impact of changes in market rates on solvency and results. The 
table below shows the indicative impact of parallel shifts in interest rates of 1% on the various balance
sheet items.

Interest rate sensitivity fair value shareholders' equity 
In € millions Interest +1% Interest -1% 

2010 2009 2010 2009

Investments (1,487) (1,451) 1,801 1,770

Technical provisions 1,323 1,059 (1,719) (1,428)

Other assets and liabilities 161 141 (175) (154)

Shareholders' equity (3) (251) (93) 188

In economic reality, all balance sheet items (both assets and liabilities) with an underlying cash flow 
schedule change in value when the interest rate changes. With a 1% decrease in interest rates, the fair 
value of shareholders’ equity decreases by € 93 million (2009: increase of € 188 million). With a 1% 
interest rate increase, the fair value of shareholders’ equity decreases by € 3 million (2009: decrease of  
€ 251 million). 

The accounting result and shareholders’ equity mainly change as a result of value changes in interest 
rate derivatives and the fixed-income portfolio classified as available for sale. The effect of a 1% increase 
in interest rates on the result is € 21 million negative (2009: € 20 million negative) and the effect of a 1% 
decrease in interest rates on the result is € 69 million positive (2009: € 125 million positive). In respect of 
shareholders’ equity, this is € 1,489 million negative in the event of a 1% increase in interest rates (2009: 
€ 1,406 million negative). A 1% decrease in interest rates has an effect of € 1,527 million positive (2009:  
€ 1,724 million positive). 

The increase in interest rate sensitivity of the result is due to the addition of interest rate derivatives to the 
portfolio, which was enhanced in 2010 to hedge the impact of options and guarantees on the provisions. 

The overview below shows the average effective interest rates of the financial assets, the financial 
liabilities and the technical provisions of the Insurance activities as at the balance sheet date. 



Average effective interest rates 
In percentages 2010 2009 

Financial assets (not valued at fair value through profit or loss): 

Investments for own account: 

 - Available for sale (excluding equities) 4.6% 4.3%

 - Loans and receivables 3.4% 5.2%

Loans and advances to customers 5.3% 4.1%

Financial liabilities at amortised cost: 

Subordinated debt 7.2% 7.0%

Debt certificates 1.1% 2.0%

Technical provisions insurance operations for own account and risk: 4.0% 4.2%

Individual insurance policies in cash 4.0% 4.3%

- Savings mortgages 5.4% 5.6%

- Life annuity 3.3% 3.4%

- Other 3.5% 3.9%

Group insurance policies in cash 3.6% 3.6%

The effective interest rates of the technical provisions insurance operations are before any interest rate 
rebate and initial costs. 

Insurance contracts on behalf of policyholders 
For insurance policies for which policyholders carry the investment risk, the insurer does not, in principle, 
bear any risk relating to interest rates, prices, exchange rates or credit. Nevertheless, for some portfolios 
within this category, the insurer has given policyholders a minimum guarantee. As a result, the insurer 
bears the risks for these contracts regarding interest rates, pricing and exchange rates. The value of the 
guarantees within the portfolio ‘on behalf of policyholders’ is measured periodically. In 2010 no 
transactions were concluded to hedge this specific risk associated with the guarantees that were 
provided. 



Breakdown technical provision on behalf of policyholders 
In € millions 2010 2009 

Without guarantee 8,442  8,187 

With guarantee 4,752  4,562 

Total 13,194  12,749 

2.2.2 Equity and investment property risk 
The equity and similar investments of the Insurance activities amounted to € 1,345 million at year-end 
2010 (2009: € 1,682 million). The sharp decline was caused in particular by the policy conducted in 2010, 
which was aimed at limiting the market risk. 

The IFRS classification of equities also includes investment funds that invest in other types of securities. 
The ALM policy is adjusted accordingly. 

The Insurance activities periodically calculate the impact of changes in equity markets and property 
markets on the result and on shareholders’ equity. As is the case for the interest rate risk, scenario 
analyses are used here as well. The table below shows the indicative results of this analysis at the 
balance sheet date net of taxation. 

Sensitivity equities, options and property 
In € millions Result Shareholders' equity

2010 2009 2010 2009 

Equities and options +10% -- -- 109 138

Equities and options -10% (66) (128) (103) (127)

Property +10% 25 26 18 17

Property -10% (25) (26) (18) (17)

2.2.3 Exchange rate risk Insurance activities
The Insurance activities face exchange rate risk through a combination of investments and liabilities in 
foreign currencies that are not perfectly matched. 

With respect to the fixed-income investments, the policy of the Insurance activities is to permit only a very 
limited exchange rate risk. The exchange rate risk on fixed-income investments with a foreign currency 
denomination is therefore, in principle, hedged completely with currency swaps. 

Exchange rate risk also manifests itself in the equity investments of the Insurance activities. Of this 
exchange rate risk, after netting the exchange rate risk in other non-fixed income investments and 
liabilities, at least 80% is hedged using forward exchange rate contracts. The table below gives an 
indication of the Insurance activities’ exchange rate positions. 



Foreign exchange positions
In € millions Balance debit Balance credit Balance Hedge 

derivatives

2010 2009 2010 2009 2010 2009 2010 2009 

US dollar 110 90 3 23 107 67 (67) (56)

Pound Sterling 77 122 -- -- 77 122 (66) (105)

Swiss franc 12 32 -- -- 12 32 -- --

Australian dollar -- -- 24 28 (24) (28) -- --

Other 5 12 -- -- 5 12 -- --

 Total  204 256 27 51 177 205 -133 -161

The impact of changes in foreign exchange markets on the result, on shareholders’ equity and on 
solvency are measured periodically using scenario analyses. The table below shows the results of these 
analyses net of taxation. 

Sensitivity foreign exchange rates 
In € millions Result Shareholders' equity

2010 2009 2010 2009

Currencies +10% 4 3 3 3

Currencies -10% -4 -3 -3 -3

2.3. Credit risk 
The Insurance activities are exposed to various types of credit risk. The main types are the credit risks in 
the investment portfolio and in the loan portfolio to intermediaries. The mortgage loans of REAAL are well 
covered and it concerns a relatively aged portfolio. Consequently, the likelihood of non-payment is low 
and therefore the risk profile of the mortgage portfolio of REAAL is very low. 

In the policy documents for the specific credit risk categories, the roles, powers and responsibilities of 
employees and committees are established, following a successively more senior layer of authorisation. 

Management of credit risk within the fixed-income investment portfolio 
The credit risk within the fixed-income investment portfolios of the Insurance activities is the risk that an 
issuer of a bond or a debtor of a private loan can no longer meet its obligations. The strategic scope of 
the various investment grade categories within the fixed-income portfolio is determined in an ALM context 
and laid down in mandates with the investment managers. Periodically, Insurance Treasury & Investment 
Management checks whether the investment managers adhere to the mandates and reports on this. 

The fixed-income investment portfolios of the Insurance activities have predominantly European and 
North American debtors, whereby no one represents an interest of more than 10% in the fixed-income 
investment portfolio. 



Fixed income investments by industry 
In € millions Designated as fair 

value through 

profit or loss

Available for sale Loans and 

receivables

Total

2010 2009 2010 2009 2010 2009 2010 2009 

Public sector - domestic 35 109 2,703 1,885 34 15 2,772 2,009

Public sector - foreign 113 86 11,524 11,292 -- -- 11,637 11,378

Banks 888 806 3,967 3,323 4,214 5,842 9,069 9,971

Trade, industry and other services -- -- 963 2,150 1 14 964 2,164

Other 8 80 1,120 1,052 2,425 265 3,553 1,397

Total 1,044 1,081 20,277 19,702 6,674 6,136 27,995 26,919

The following overview provides a breakdown of the fixed-income investment mix (excluding mortgages) 

across the various rating categories. The strategic mix of the various categories within the fixed-income 

portfolio is set annually in the ALM investment plan. The category without any rating mainly consists of 

investments related to savings mortgages. 

Fixed income investments by rating 

In € millions Designated as fair 

value through profit 

or loss

Available for sale Loans and 

receivables

Total 

2010 2009 2010 2009 2010 2009 2010 2009 

AAA 548 624 14,412 11,474 83 161 15,043 12,259

AA 159 170 2,365 3,307 1 10 2,525 3,487

A 317 287 2,334 3,541 291 521 2,942 4,349

BBB 20 -- 1,047 1,070 1,111 1,073 2,178 2,143

Below BBB -- -- 87 229 64 26 151 255

Unrated -- -- 32 81 5,124 4,351 5,156 4,432

Total 1,044 1,081 20,277 19,702 6,674 6,142 27,995 26,925

Securities Lending Programme 

Zwitserleven has a Securities Lending Programme, under which securities are lent in exchange for 

compensation. The counterparties provide collateral as security in the form of liquidities, government 

bonds and other bonds with high ratings. At the end of 2010, € 176 million in securities were lent and 

€ 182 million of collateral was received in return. The received collateral fully concerns liquidities. The 

Lending Agent reinvests the aforementioned liquidities, on behalf of Zwitserleven, in Money Market funds 

with investments with a certain credit risk. The margin between the returns from the Money Market funds 

and the compensation to the other parties accrues to Zwitserleven. Any losses from the Money Market 



funds will also be borne by Zwitserleven. The current programme made a positive contribution to 
Zwitserleven’s result in the amount of € 2 million. The programme was further reduced in 2010, from € 0.7 
billion at year-end 2009 to € 0.2 billion at year-end 2010. 

CDOs and CLOs 
The investment portfolio includes CDOs and CLOs These structured securities, however, comprise less 
than 0.5% of the entire investment portfolio for own account and risk. Furthermore, more than 40% of the 
CDO and CLO portfolio has a credit rating of AA or more. 

Management of credit risk in the portfolio with loans to intermediaries
The Insurance activities manage the process of providing loans to intermediaries by a credit committee 
and the application of strict acceptance criteria. 

Management of credit risk with regard to derivative positions 
The credit risk on the market value of all derivatives held by REAAL with a counterparty is managed 
through a so-called Credit Support Annex (CSA) agreement. In accordance with standard industry 
practice, this agreement stipulates that the underlying value of the derivatives in must be held as 
collateral in liquid instruments, such as cash and government bonds, to cover the credit risk. 

Management of credit risk relating to advances to the reinsurer 
To reinsure motor vehicle third party liability insurance and general third party liability insurance for 
individuals and companies, the Insurance activities use a panel that consists of reinsurers with a 
minimum credit rating of A. For the reinsurance of fire and catastrophe risks, the Insurance activities use 
reinsurers with a minimum credit rating of A-. A minimum rating of A also applies for the reinsurance of 
Life and Disability. In 2010 an exception was made to this general policy for Zwitserleven, in respect of 
which a reinsurance contract was purchased from the former parent company (rating BBB+). 

Management of credit risk in the mortgage portfolio 
The Insurance activities run a limited credit risk on their mortgage portfolio. Part of this portfolio is 
guaranteed by the National Mortgage Guarantee fund. The property price increases in the past have led 
to a strong increase in the foreclosure value of the collateral. Although house prices decreased in the past 
few years, this was not enough to offset past price rises. In the event of non-payment by a debtor, the 
loans can in most cases be recouped through the sale of the collateral. 



Mortgages Insurance activities by security type 
In € millions 2010 2009

Residential property in the Netherlands:

- Mortgages < 75% of foreclosure value 1,913 1,290

- Mortgages > 75% of foreclosure value 1,418 1,260

- Mortgages with National Mortgage Guarantee 1,278 1,315

Corporate mortgages 7  21 

Specific provision for bad debts (6) (7)

Total 4,610 3,879

A major part of the mortgage portfolio of the Insurance activities was securitised or sold. In the event of 
securitisation, the Insurance activities still run some credit risk, as part of the purchase price is to be paid 
from the future margin. The Insurance activities have a limited credit risk in respect of the mortgages that 
have been sold. The credit risk of the mortgages of the Insurance activities is limited, partially due to NHG 
guarantees and low Loan-to-Foreclosure Values, but mainly due to the prudent acceptance policy of the 
Insurance activities. Furthermore, a large part of the portfolio stems from the period 2000-2005, so that 
the foreclosure values of the properties that serve as collateral have increased. The table below shows a 
breakdown of the portfolio of the Insurance activities into securitised and not securitised: 

Securitisation mortgages 
In € millions 2010 2009

- Securitised 1,883  2,095 

- Not securitised 2,727  1,784 

Total 4,610  3,879 

2.4 Liquidity risk 
The Insurance activities must have sufficient cash to be able to meet claims arising from their insurance 
portfolio. The table below presents cash flows arising from investments, derivatives (assets) and 
insurance obligations, net of reinsurance (liabilities) per maturity bucket. The figures give insight into the 
liquidity risk management that is part of the ALM policy. 

The table only includes the portfolio for own account and risk. The portfolio on behalf of policyholders is 
not relevant in this context, since the premiums accumulated in the investment funds are paid to the 
policyholders at the maturity date. The accrued balances of savings policies and savings mortgages are 
also not taken into account as these are perfectly matched. The cash flows from investments presented in 
the table include interest flows. The cash flows arising from the technical provisions are estimated on a 
best-estimate basis pursuant to European Embedded Value principles. Assumptions are made of 
mortality, disability, surrender and costs. A change in assumptions can alter the view of the cash flows in 
the table below. An increase or decrease of 10% of the assumptions results in materially different cash
flows.



These cash flows do not include future profit sharing. Equity and other non-fixed-income investments are 
not included in the table. 

The table shows that the net cash flows of the Insurance activities will be positive for the technical 
provisions in the coming years. Since, moreover, the investment portfolios largely comprise liquid 
investments, which can immediately be liquidated in times of stress, the insurer runs only a limited 
liquidity risk. 

Liquidity risk 2010 
In € millions  1 year > 1 

year
 5 

years

> 5 
years

 10 
years

> 10 
years

 15 
years

> 15 
years 

 20 
years 

> 20 
years

Total 

Investments

 - Fair value through profit or loss 320 382 61 56 29 516 1,364

 - Available for sale 1,315 5,428 6,669 3,932 3,998 8,297 29,639

 - Loans and receivables: (1) 272 140 89 58 165 723

Derivatives 1 9 7 -- -- -- 17

Loans and advances to customers 368 666 423 152 89 64 1,762

 Total  2,003 6,757 7,300 4,220 4,174 9,042 33,505

 - Technical provisions Life: 1,177 4,668 5,281 4,392 3,876 12,346 31,740

 - Technical provisions Non-life 173 627 297 136 58 37 1,328

 Total  1,350 5,295 5,578 4,528 3,934 12,383 33,068

Difference in expected cash flows 653 1,462 1,722 (299) 240 (3,341) 437



Liquidity risk 2009 
In € millions  1 year > 1 

year
 5 

years

> 5 
years

 10 
years

> 10 
years

 15 
years

> 15 
years 

 20 
years 

> 20 
years

Total 

Investments

 - Fair value through profit or loss 569 270 84 27 26 520 1,496

 - Available for sale 2,746 5,927 6,378 3,995 4,921 8,581 32,548

 - Loans and receivables: 1,942 591 374 444 331 2,555 6,237

Derivatives 16 85 113 87 55 12 368

Loans and advances to customers 409 724 482 169 100 73 1,957

 Total  5,682 7,597 7,431 4,722 5,433 11,741 42,606

 - Technical provisions Life: 1,171 4,905 5,404 4,495 3,918 11,446 31,339

 - Technical provisions Non-life 60 664 288 225 136 64 1,437

 Total  1,231 5,569 5,692 4,720 4,054 11,510 32,776

Difference in expected cash flows 4,451 2,028 1,739 2 1,379 231 9,830



3 Non-financial risk management 

Apart from financial risks, REAAL also recognises non-financial risks. These include compliance, fraud, 
and operational risks. The key components for controlling non-financial risks are:
� A clear governance structure, including a transparent assignment of duties and responsibilities and 

escalation procedures. For this purpose REAAL implemented the ‘Three Lines of Defence’ model, 
making line management primarily responsible for recognising and controlling risks and taking 
decisions in that respect. Along with several other Group staff departments, CS&O has an important 
role to play in the second ‘Line of Defence’. Its responsibilities are partly determined by means of a 
compliance monitoring programme to be established and implemented each year, the results of which 
are included in CS&O’s quarterly report to the Executive Board and the Supervisory Board of SNS 
REAAL. The third ‘Line of Defence’ is formed by Group Audit, which tests the set-up and operation of 
the system as a whole. 

� As from mid-2010, the Executive and Supervisory Boards receive integrated non financial risk (NFR) 
quarterly reports containing overviews of the main action items and providing insight into their follow-
up status. 

� The basic principles for integrity are included in a Group-wide, fully rolled-out standards framework 
that underlies the development of new products and services and the formation of joint ventures, but 
that also imposes clear requirements on the organisational structure in terms of business process 
integrity. Another point of debate is the integrity requirements applicable to employees. 

� In 2010 REAAL conducted a study of the integrity environment at the Company supported by KPMG. 
The study was based on eight organisational qualities (clarity, exemplary conduct, ability to impose 
sanctions, visibility, commitment, openness for discussion, approachability, feasibility) that are guiding 
in creating an integrity-based company culture. The overall conclusion is that, on average, REAAL 
performs slightly better than similar financials in the benchmark. Based on the results of the study, 
several action items were formulated with regard to awareness of integrity issues in order to 
recognise relevant issues in good time, make them the subject of discussion and follow up on them. 
CS&O monitors the progress achieved with the action items as formulated and reports to the 
Executive and Supervisory Boards on their status every three months. The integrity assessment will 
be repeated every year. 

� Following from the above, CS&O annually prepares and executes an awareness programme, 
consisting of a set of courses, workshops, e-learning programs and means of communication aimed 
at influencing conduct and culture, taking the know-how of specific groups of employees to the 
required level and maintaining that level. CS&O draws on the contents of the awareness programme 
in initiatives in the context of the roll-out of the CARE! core value within the Group.

� The product development process was fine-tuned in 2010, particularly on the basis of current social 
insights. 

� By means of semi-annual in-control statements (ICSs), senior management reports about the extent 
to which operational, integrity and financial reporting risks are controlled. The management statement 
is partly based on this ICS.

� GORCC monitors whether action items ensuing from audits by Group Audit, the external auditor and 
regulators are followed up. 



4 Disclosures on financial instruments 

4.1 Fair value accounting of financial assets and liabilities 
The following table shows the fair value of the financial assets and liabilities of REAAL. In a number of 
cases, estimates are used. The balance sheet items not included in this table do not meet the definition of 
a financial asset or liability. The total of the fair value presented below does not reflect the underlying 
value of REAAL and should therefore not be interpreted as such. 

Fair value of financial assets and liabilities REAAL  
In € millions REAAL  

2010 2009 

Fair value Book 
value 

Fair value Book 
value 

Financial assets 

Investments:

- Fair value through profit or loss: designated 1,054 1,054 1,091 1,091

- Available for sale 21,611 21,611 21,448 21,448

- Loans and receivables 6,687 6,665 6,202 6,062

Investments for account of policyholders 12,640 12,640 12,567 12,567

Invested collateral securities lending 176 176 540 540

Derivatives 225 225 195 195

Loans and advances to customers 4,656 4,610 3,898 3,879

Loans and advances to banks 360 355 1,892 1,885

Other assets 257 257 54 54

Cash and cash equivalents 2,054 2,054 1,723 1,723

Total financial assets 49,720 49,647 49,610 49,444

Financial liabilities 

Participation certificates and subordinated debt 1,092 960 1,022 963

Debt certificates 1,771 1,771 1,976 1,976

Securities lending liabilities 182 182 550 550



Derivatives 84 84 76 76

Other amounts due to customers 775 775 819 819

Amounts due to banks 4,507 4,507 4,764 4,764

Other liabilities 1,293 1,293 1,616 1,616

Total financial liabilities 9,704 9,572 10,823 10,764

The fair values represent the amounts at which the financial instruments could have been traded between 
knowledgeable, willing parties in arm’s length transactions on the balance sheet date. The fair values of 
financial assets and liabilities are based on quoted market prices, where observable. If market prices 
were not observable,various techniques were developed in order to arrive at an approximation of these 
instruments’ fair values. These techniques are subjective and use various assumptions based on the 
discount rate and the timing and size of expected future cash flows. Changes in these assumptions can 
significantly influence the estimated fair values. One possible consequence is that the fair values shown 
may not represent a good approximation of the direct realisable value. For financial assets and liabilities 
valued at amortised cost, the fair value is shown excluding accrued interest. The accrued interest from 
these investments is recorded in other assets or other liabilities.  

The following methods and assumptions are used to determine the fair value of financial instruments.  

Financial assets 

Investments 
The fair values of equities are based on quoted market prices. The fair values of interest-bearing 
securities, excluding mortgage loans, are also based on quoted market prices or – in the event that 
quoted market prices do not provide a reliable fair value – on the present value of expected future cash 
flows. These present values are based on the prevailing market interest rate, taking into consideration the 
liquidity, creditworthiness and maturity of the relevant investment. 

Derivatives
The fair value of non-publicly traded derivatives depends on the type of instrument and is based on a 
discounted cash flow model or an option valuation model. 

Loans and advances to customers and banks 
The fair value of loans and advances to customers has been established by determining the present 
value of the expected future cash flows. Various surcharges on the yield curve were used for the 
calculation of the present value. In this respect, a distinction was made by type of loan and advance and 
by type of client group to which the loan/advance relates. In determining the expected cash flows, the 
effect of any future early redemptions is taken into account. 

The yield curve used to determine the present value of the cash flows of mortgage loans is the swap rate, 
increased by risk surcharges derived from the development of mortgage rates compared to the swap rate. 
In calculating the present value of cash flows from property finance, higher risk surcharges are applied. 

For other loans and advances to customers and loans and advances to banks, the SNS REAAL cost-of-
fund curve is applied. 

Other assets 
Because of the predominantly short-term nature of other assets the book value is considered to be a 
reasonable approximation of their fair value. 

Cash and cash equivalents 



The book value of the liquid assets is considered to be a reasonable approximation of their fair value. 
Financial liabilities 

Financial liabilities 

Participation certificates and subordinated debt 
The fair value of the participation certificates and subordinated debts was estimated on the basis of the 
present value of the cash flows, making use of the prevailing interest rate plus a risk surcharge for similar 
instruments.

Debt certificates 
The fair value of debt certificates was estimated on the basis of the present value of the cash flows, 
making use of the prevailing interest rate for similar instruments. Subordinated debt surcharges are 
defined as the coupon rate less the swap rate as at the issue date. The cash flows of the subordinated 
debts are then discounted at the swap rate, plus the surcharge applicable to the specific loan. 

Amounts due to customers and banks 
The fair values of demand deposits and deposits without specified maturities were determined by the use 
of a discount factor, which takes into account the observable lapse and the prevailing interest rates for 
these instruments. The fair values of deposits with specified maturities were estimated on the basis of the 
expected present value of future cash flows, using the interest rate currently applicable to deposits with a 
similar remaining life. 

The fair values of amounts due to banks were estimated on the basis of the present value of the future 
cash flows, using the interest rate currently applicable to amounts due to banks with similar conditions. 

Other liabilities 
The book value of the other commitments is considered to be a reasonable approximation of their fair 
value. 

Interest rate 
The discount rate used in determining fair value is based on market yield curves on the balance sheet 
date. 

4.2 Hierarchy in determining the fair value of financial instruments 
A major part of the financial instruments is included in the balance sheet at fair value. The table below
distributes these instruments among level 1 (the fair value is based on published stock prices in an active 
market), level 2 (the fair value is based on observable market data) and level 3 (the fair value is not based 
on observable market data). 



Hierarchy financial instruments 
In € millions Based on 

published 
stock prices in

an active 
market (Level 

1) 

Based on 
observable 
market data 

(Level 2)

Not based on
observable 
market data 

(Level 3)

Total

2010 2009 2010 2009 2010 2009 2010 2009 

Financial assets 

Investments 14,873 13,703 7,721 8,682 71 80 22,665 22,465

Investments for account of policyholders 6,470 6,144 6,171 6,421 -- -- 12,641 12,565

Invested collateral securities lending -- -- 176 540 -- -- 176 540

Loans and advances to customers -- -- 2,305 2,280 -- -- 2,305 2,280

Derivatives 18 1 207 194 -- -- 225 195

Financial liabilities 

Fair value through profitor loss: debt 
certificates -- -- 1,771 1,976 -- -- 1,771 1,976

Derivatives -- -- 84 76 -- -- 84 76

Level 1 – Fair value based on published stock prices in an active market 
For all financial instruments in this valuation category, published stock prices are observable from stock 
exchanges, brokers or pricing institutions. In addition, these financial instruments are traded on an active 
market, which allows for the stock prices to accurately reflect current and regularly recurring market 
transactions between independent parties. The investments in this category mainly include listed shares
and government bonds. 

Level 2 – Fair value based on observable market data
This category includes investments for which market quotes have been issued by brokers, but whose 
markets are also identified as being inactive. In that event, the available market prices are largely 
supported and validated using market data including market rates and current risk surcharges related to 
the various credit ratings and sector distinction. These concern mainly corporate bonds. 

The category also comprises financial instruments for which no issued stock prices are available, but 
whose fair value was determined using models with observable market data as their input variables. 
These instruments mainly include non-publicly traded interest rate derivatives. 

The loans and advances to customers relate to the mortgages of the Holland Homes MBS securitisation 
programme. The fair value is calculated on the basis of the current swap curve increased by risk 
surcharges that have been derived from the development in mortgage rates compared to the swap rate. 
In addition, estimates of early redemption are taken into account. 

Level 3 – Fair value not based on observable market data 



The financial instruments in this category have been individually assessed. The valuation is based on 
management’s best estimate, taking into account the most recently known prices. In many cases 
analyses prepared by external valuation agencies were used. These analyses used information 
unavailable to the market, such as assumed default rates belonging to certain ratings. 

Change in level 3 financial instruments 
In € millions Available for sale

Balance as at 1 January 80

Total gains or losses: 

- in profit or loss 21

- in other comprehensive income (21)

- unrealised revaluations 6

Settlements (15)

Balance as at 31 December 71

Total gains or losses for the period included in profit or loss for assets held at the 
end of the reporting period 21

Breakdown level 3 financial instruments 
In € millions Not based on observable market 

data (Level 3)

2010 2009 

Collateralised debt obligation 32 38

Collateralised loan obligation 39 42

Total 71 80

The fair value of financial instruments classified in level 3 is partly based on non-observable market data. 
The fair values of CDO's and CLO's classified in level 3 are determined by calculating scenarios with the 
use of best estimates of the non-observable market data. The main non-observable market data are the 
expected development of defaults in the underlying portfolios and the implied discount rate. When 
assuming a stress scenario, with for instance a higher assumed principal loss, this would result in a 
significant decrease of the fair value of the instrument. 



Impairments on financial instruments by category 
In € millions Based on 

published 
stock prices in 

an active 
market (Level 

1) 

Based on 
observable 
market data 

(Level 2) 

Not based on
observable 
market data 

(Level 3)

Total 

2010 2009 2010 2009 2010 2009 2010 2009 

- Equities 40 179 -- -- -- -- 40 179

- Bonds issued by financial 
institutions

-- -- --
47 -- -- -- 47

- CDOs / CLOs -- -- -- -- (21) 38 (21) 38

REAAL recognises impairments on equity instruments if the fair value has declined to 25% or more below 
cost price, or has declined below cost price for at least 9 months.  

REAAL recognises impairments on debt instruments if there is a loss event with regard to the debt 
instrument. To identify this, the debt instruments are periodically assessed on the basis of a number of 
criteria set by the Group ALCO. Debt instruments meeting one or more of the above criteria are analysed
and assessed individually to determine whether there is a loss event. 

Reclassifications between levels 1, 2 and 3 
Compared to the previous financial year, no movements have occurred between the levels 1, 2 and 3 
instruments.

4.3 Liquidity maturity calendar for financial liabilities 
The table below shows the non-discounted cash flows ensuing from the most important financial 
liabilities, other than derivatives, broken down according to contractual maturity date. 

Liquidity calendar financial liabilities REAAL 2010 
In € millions < 1 

month 
> 1 month 

< 3 
months 

> 3 months 
< 1 year 

> 1 year  
< 5 years 

> 5 years Total 

Participation certificates and 
subordinated loans -- -- 68 336 3,080 3,484

Debt certificates 18 38 176 1,583 70 1,885

Securities lending liabilities 182 -- -- -- -- 182

Total 200 38 244 1,919 3,150 5,551



Liquidity calendar financial liabilities REAAL 2009 
In € millions < 1 

month 
> 1 month 

< 3 
months 

> 3 months 
< 1 year 

> 1 year  
< 5 years 

> 5 years Total 

Participation certificates and 
subordinated loans -- -- 68 270 1,614 1,952

Debt certificates 8 53 76 544 1,555 2,236

Securities lending liabilities 550 -- -- -- -- 550

Total 558 53 144 814 3,169 4,738

The table below shows the non-discounted cash flows ensuing from all derivates contracts, broken down 
according to maturity date. 

Liquidity calendar derivatives REAAL 2010 
In € millions < 1 

month 
> 1 month 

< 3 
months 

> 3 months 
< 1 year 

> 1 year  
< 5 years 

> 5 years Total 

Interest rate derivatives -- -- 6 17 21 44

Currency contracts -- -- 2 -- -- 2

Total -- -- 8 17 21 46

Liquidity calendar derivatives REAAL 2009 
In € millions < 1 

month 
> 1 month 

< 3 
months 

> 3 months 
< 1 year 

> 1 year  
< 5 years 

> 5 years Total 

Interest rate derivatives 2 -- 17 51 59 129

Currency contracts 2 1 1 -- -- 4

Total 4 1 18 51 59 133



5 Hedging and hedge accounting 

REAAL uses various strategies to hedge its interest rate, market value and exchange rate risks with 
regard to its solvency. In 2010, this strategy was further fleshed out, e.g. by acquiring interest rate 
options. In addition, interest rate swaps and currency swaps were used. Under IFRS, derivatives are 
valued at fair value in the balance sheet and any changes in the fair value are accounted for in the 
income statement. In the event that changes in fair value of hedged risks are not recognised through the 
income statement, an accounting mismatch occurs, making the results more volatile. In these cases, 
hedge accounting is applied as much as possible to mitigate accounting mismatching and volatility. 

The notional amounts of the derivatives for hedging purposes presented in the table below reflect the 
degree to which REAAL is active in the relevant markets. Derivatives held for trading purposes are not 
included in this overview. 

Overview derivatives for hedging purposes 2010 
Notional amounts Fair value In € millions

Total < 1 year 
>1 year 
<5 years > 5 years Positive Negative

Interest rate contracts:

- Swaps and FRAs 3,498 61 893 2,544 22 82

- Options 8,312 4,300 2,482 1,530 180 --

Index contracts 

- Options 386 131 255 -- 18 --

Currency contracts:

- Swaps 6 -- 6 -- 1 --

- Forwards 200 200 -- -- 4 2

Total 12,402 4,962 3,636 4,074 225 84



Overview derivatives for hedging purposes 2009 
Notional amounts Fair value In € millions

Total < 1 year 
>1 year 
<5 years > 5 years Positive Negative

Interest rate contracts:

- Swaps and FRAs 1,988 1,359 420 209 35 1

- Options 16,573 9,045 6,995 533 118 --

Index contracts 

- Options 350 97 253 -- 1 --

Currency contracts:

- Swaps 6 -- 6 -- 1 --

- Forwards 188 188 -- -- -- 5

Total 19,103 10,688 7,674 742 156 6

The notional amounts show the units of account that relate to the derivatives, indicating the relationship 
with the underlying values of the primary financial instruments. These notional amounts provide no 
indication of the size of the cash flows or of the market and credit risks attached to the transactions. 

5.1 Hedging 
The Insurance activities use derivatives to protect the market value of shareholders’ equity and solvency 
from undesired market developments. Examples of this are: 
� To hedge exchange rate risks on investments denominated in foreign currencies;
� To hedge interest rate risks resulting from return guarantees issued to policyholders; 
� To hedge interest rate risks resulting from obligations to share surplus interest with policyholders. 

5.2 Hedge accounting 
With regard to the majority of the hedge strategies explained above, REAAL applies hedge accounting. In 
addition to the main distinction between fair value hedges and cash flow hedges, there is also a 
distinction between micro hedges and macro hedges in hedge accounting. In micro hedges, risks on
separate contracts are hedged. In macro hedges, the risk of a portfolio of contracts is hedged. REAAL 
applies the following hedge accounting methods: 

Fair value hedges 
Hedging the interest rate risk on funding (micro hedge) 
REAAL uses micro hedges to convert fixed-rate funding with interest rate swaps into floating interest 
rates. If the funding is in foreign currency, foreign exchange swaps are applied. In addition to converting 
the foreign currency into euros and the fixed rate into a floating rate, REAAL also uses derivatives to 
swap structured funding to floatingrate funding. In structured funding, the funding charge is related to, for 



example, developments in an equity index or inflation. Interest rate structures such as floating-rate 
coupons with a multiplier or a leverage factor also fall under the funding programme. REAAL fully hedges 
the interest rate risk on these structures.

Hedging the interest rate risk on investments (macro hedge) 
The Insurance activities hedged the foreign exchange risk in their equity portfolio at the macro level using 
foreign exchange futures contracts.

Cash flow hedges 
Hedging the interest rate risk in future reinvestments 
The Insurance activities have lengthened the effective maturity of two investment portfolios at the macro 
level with the use of interest rate swaps. This fixes interest income over a longer period of time. The risk 
that is hedged here is the variability of the interest rate at the time of reinvestment. The cash flow hedge 
consists of a combination of a shortterm payer swap and a long-term receiver swap. At the time of 
reinvestment (in this case, the end of the maturity of the short-term swap), the long-term swap is sold, and
the proceeds are reinvested in fixed-income assets. The characteristics of this reinvestment (maturity, 
coupon dates) are largely similar to those of the sold swap. 

At year-end 2010, 3 of these combinations were outstanding (year-end 2009: 14 combinations). The 
strong decline is due to regular phase-out (reinvestment) in one of the portfolios and the early sale of 
swaps still outstanding in the other portfolio with a view to reducing the overall duration of the investment 
portfolio. As the hedge relationship was terminated, the positive result of € 55 million was recognised in 
the income statement. 

Reinvestment calendar interest rate swaps REAAL 
Notional amounts In € millions

Total < 1 year >1 year =<5 years > 5 years 

Interest rate swaps 2010 61  61 --  -- 

Interest rate  swaps2009 1,969 1,359 420  190 

At year-end 2010, positive realised and unrealised market values and deferred interest income of € 62 
million (2009: € 89 million) had been built up in shareholders’ equity. The positive market value and 
interest are released to the income statement at the reinvestment points indicated above, over a period 
that is equal to the remaining maturity of the long-term swap in question. 

At year-end 2010 there were no future transactions to which previously hedge accounting had been 
applied, but which will probably not occur. 

No hedge accounting is applied to the equity options of REAAL, nor is it applied to the swaptions of 
REAAL. 



6 Capital management 

SNS REAAL’s capital management is aimed at obtaining a solid A rating at the rating agencies, as well as 
on permanent compliance with regulatory requirements. Through active capital management, SNS 
REAAL aims for optimum capital allocation among the various business units to achieve maximum 
returns on its activities. 

SNS REAAL maintains its focus on strong capital ratios and capital-generating measures in order to 
achieve its ambition to redeem the capital support it received from the Dutch State and Stichting Beheer 
SNS REAAL at the end of 2008. One contributing factor is Stichting Beheer SNS REAAL’s flexible 
approach of abandoning its requirement of simultaneous redemption of its capital support, subject to 
certain conditions. 

SNS REAAL opts for a balanced approach in repurchasing the core tier 1 capital securities and must first 
satisfy a number of requirements, such as obtaining repurchase permission from the Dutch Central Bank. 
The redemption capacity will originate from autonomous growth of the capital due to retained earnings 
and various alternatives to generate capital and a cooperative approach by Stichting Beheer SNS 
REAAL. In principle, the Foundation is willing to abandon the condition of the agreed pro rata repurchase 
of its core tier 1 securities at the same time as the core tier 1 securities of the Dutch State, on a number of 
conditions: 
� The Foundation maintains its existing right to repurchase the € 58 million sale deferred in 2009 in 

three parts. 
� If shares are issued prior to the full repurchase of the Foundation’s core tier 1 capital securities, the 

Foundation is entitled to convert the core tier 1 capital securities into shares in order to thus maintain 
its majority interest in the share capital. 

Objectives and standards framework 
SNS REAAL’s capitalisation policy focuses on the optimisation of the capital structure in such a manner 
that it contributes to the realisation of the Company’s strategic objectives. At the same time, SNS REAAL 
also seeks to maintain a healthy balance between the amount of capital and the risks it runs. 

The restrictions set by the Dutch Central Bank, European regulations, rating agencies and internal 
requirements regarding capital adequacy are taken into account in determining the capital structure. 

SNS REAAL applies a 115% ceiling for its double leverage. This standard limits the degree to which debt 
raised by the Group can be reallocated to subsidiaries as shareholders’ equity. This double leverage 
increased from 113.1% at year-end 2009 to 115.0% at year-end 2010. 

Solvency standards 
SNS REAAL strives for a regulatory solvency for the insurance activities of > 175%. 

Internal solvency standards REAAL
Realisation I

Target 2010 2009 

Regulatory solvency > 175% 195% 230% 

Regarding the Insurance activities, the solvency ratios for the various insurance units all exceeded the 
internal standards as at year-end 2010: 205% for REAAL Life and 398% for REAAL Non-Life. After 
consolidation, the solvency ratio amounted to 195% and the capital funding ratio to 396% at year-end 



2010. The available solvency in both the solvency ratio and the capital funding ratio includes (part of) the 
available excess value of the technical provisions in the life Insurance activities. The calculation methods 
used to determine this excess value vary in a number of respects for both ratios. The capital funding ratio 
is based on the excess value as determined on the basis of the IFRS Liability Adequacy Test (LAT). The 
solvency ratio includes the excess value as determined in the adequacy test performed in accordance 
with DNB guidelines. The main differences between determining the excess value in both tests include 
the use of a surrender value floor under the adequacy test and the use of a different nominal risk-free 
term structure for discounting future cash flows.

Capital management framework 
In assessing capital adequacy, REAAL takes into account the economic risks of the underlying activities. 
These risks are assessed using stress tests, regulatory capital calculations as prescribed in the Basel II or 
Solvency I regulatory framework, and economic capital calculations. SNS REAAL’s capitalisation is aimed 
at holding and maintaining a single A rating. SNS REAAL’s capital management comprises the following 
main activities: determining the minimum level of required capital, performing stress tests on the capital 
adequacy and a qualitative capital adequacy assessment. 

Required economic capital
SNS REAAL uses economic capital to support the management of the Company and the business units
in long-term value creation. To this end, the economic capital must first be calculated as precisely as 
possible, without incorporating a margin of conservatism in the estimate of the economic capital formula 
components and the economic capital calculations themselves. The economic capital thus calculated
provides a basis for value creation and performance management. In assessing capital adequacy, SNS 
REAAL takes into account any uncertainties in the economic capital models. These uncertainties are 
translated into separate surcharges and added to the unadjusted economic capital. 

A confidence level of 99.96% is used in determining the economic capital. This confidence level is 
calibrated to the default probability of a company with an AA rating. SNS REAAL deliberately chooses this 
higher confidence level over the level related to the rating ambition in order to be more confident that it 
will achieve the single A rating. In the economic capital calculation, diversification effects between risk 
categories are taken into account. These diversification effects occur because not all risks manifest 
themselves simultaneously.  

IMF stress test
On 9 November, the Dutch Central Bank sent SNS REAAL a request to participate in the IMF stress test. 
The stress test had to be performed for the activities of the legal entity SRLEV NV as part of SNS 
REAAL’s Insurance activities. The purpose of this stress test was to gain insight at the macro level into 
the Dutch market’s stress resistance. 

At the design of this stress test, it was decided to align to the solo Quantitative Impact Study (QIS 5) 
reports of SRLEV NV with regard to the standard model. In the majority of the scenarios, the solvency 
falls within the internal solvency standards. 

Going concern capital management 
SNS REAAL annually prepares operational plans with a three-year horizon. At the same time it prepares 
the Capitalisation and Funding plan with the same horizon, in which the capital requirements and their 
fulfilment are set such that SNS REAAL can satisfy the internal and external standards. Instruments to 
lower the risks and to increase the available capital are used for capital management. The capital of the 
Banking and Insurance activities is a combination of various types of capital, with the emphasis on 
shareholders’ equity. Different bandwidths are applied per entity for the other classes of capital. SNS 
REAAL capitalises its business units and subsidiaries in accordance with the internal and external 
solvency standards that apply to the Banking activities, the Insurance activities and the Group. This 
allows the Group to efficiently manage any capital surplus. 

SNS REAAL’s Group ALCO assesses the results of the economic capital calculations, the requirements 
of supervisory authorities and rating agencies, the outcomes of stress tests and capital planning. Based 



on these assessments, it is decided whether additional measures are needed. In terms of the
abovementioned standards, SNS REAAL is adequately capitalised.

The assessment of capital adequacy comprises the following elements: 
� A solvency sensitivity analysis is performed for the Insurance activities on a monthly basis, with close 

involvement of senior management to determine the capital adequacy; 
� The results of the stress tests are annually compared with the economic capital required; 
� The economic capital is calculated and reported to the Group ALCO on a quarterly basis; 
� Every month, sensitivity analyses are performed and forecasts of capital development are made. 

Value creation 
Value creation is one of the subprojects of the Valu8 programme, a programme that REAAL uses to 
become Solvency II compliant. At the Executive Board’s request, the kick-off of the value creation project 
was brought forward to October 2010. The reason for starting early with the value creation programme is 
that this will enable us to actually have Solvency II add value for the entire Company and for clients. A 
Risk Based Metric is being developed for the Insurance activities, which will be in line with the RAROC 
principles used by the bank. When a new product is being developed, the Pricing department performs an 
extensive profit test that already takes into account the upcoming Solvency II regulations. Regarding 
value creation in this manner in organisational management, too, creates a consistent value chain. 

Preparations for Solvency II 
In 2010 the Valu8 Group programme took further shape, a programme meant to make SNS REAAL 
Solvency II compliant and promote value creation. In 2010 SNS REAAL published the first ORSA report, 
participated in QIS 5, internally validated the economic capital models, made an extensive requirement 
analysis and started talks with the Dutch Central Bank with regard to the use of internal models in 2013. 
The Quality Assurance role guaranteeing the quality of the programme was also defined. The value 
creation project was commenced early at senior management’s request. 



Notes to the consolidated financial statements

Notes to the consolidated balance sheet

1 Intangible fixed assets

Specification intangible fixed assets
In € millions 2010 2009

Goodwill 554 554
Software 30 32
Capitalised acquisition costs Insurance activities 486 541
Value of Business Acquired (VOBA) 939 1,028
Other intangible fixed assets 251 281
Total 2,260 2,436

Statement of change in intangible fixed assets
In € millions Goodwill Software Capitalised

acquisition
costs

VOBA Other
intangible
fixed assets

Total

2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009

Accumulated
acquisition costs 554 554 41 34 1,208 1,162 1,226 1,099 292 292 3,330 3,141
Accumulated
amortisation and
impairments (11) (2) (722) (621) (287) (71) (41) (11) (1,070) (705)
Balance as at 31
December 554 554 30 32 486 541 939 1,028 251 281 2,260 2,436

Balance as at 1
January 554 554 32 5 541 588 1,028 1,124 281 172 2,436 2,443
Reclassifications 2 2
Capitalised costs 61 76 61 76
Investments 7 29 26 20 129 33 178
Divestments
Depreciation
capitalised costs (43) (33) (43) (33)
Depreciation
purchases (9) (1) (99) (110) (89) (96) (10) (13) (207) (220)
Impairments (20) (9) (20) (9)
Other movements (1) (1)
Balance as at 31
December 554 554 30 32 486 541 939 1,028 251 281 2,260 2,436

The VOBA is mainly caused by the acquisitions of AXA, Winterthur and Zwitserleven. The average remaining
amortisation period based on the underlying profit sources is 26 28 years, depending on the business unit.

Client relations and brand names are recognised in other intangible fixed assets. REAAL has capitalised € 222
million (2009: € 228 million) worth of client relations and brand names.

The most important client portfolios are the client portfolios of AXA, Winterthur and DBV worth € 96 million
(2009: € 102 million). The remaining amortisation period of client relations is 11 years.

REAAL has one brand name capitalised with an indefinite use. This concerns the brand name Zwitserleven
worth € 126 million (2009: € 126 million), which was repurchased from SNS REAAL in 2009. In December 2010
REAAL hired an external consultant who performed an impairment test on the value of the brand name



Zwitserleven. The realisable value according to this test exceeds the book value and as a consequence the
brand name has not been impaired.

There has been an impairment of € 19 million related to Zwitserleven’s distribution network in the light of
announced changes in legislation. These changes prohibit the payment of commission fees to Independent
Financial Advisors (IFAs) within the pension business.

Recoverable amount of goodwill
Goodwill is not amortised. Instead, an impairment test is performed annually and more frequently if there are
indications of impairment. The book value of the related cash flow generating units (including goodwill) is
compared to the calculated recoverable amount. The recoverable amount of a cash flow generating unit is
determined by value in use calculations.

Goodwill of cash flow generating units
In € millions 2010 2009

REAAL Life 313 313
Zwitserleven 131 131
REAAL Non Life 110 110
Total 554 554

Principles value in use calculations

Specification principles value in use calculations
REAAL Life Zwitserleven REAAL Non

Life

Income per year for the budget period (5.3%) 2.8% 4.5%
Income after the budget period 0.3% 5.7% 3.1%
Available solvency 150.0% 150.0% 200.0%
Pre tax discount rate 2010 11.1% 11.3% 8.9%
Pre tax discount rate 2009 12.5% 12.5% 11.6%

The key assumptions used in the impairment test per cash generating unit are based on various financial and
economic variables, including operational budgets, interest rates, applicable tax rates and the inflation
forecasts. These variables are determined by the management. The results and assumptions have been
reviewed by an independent consultancy firm. Assumptions are made in the tests with regard to:

� Interest income, premium income and return on investments
� Provisions
� (Operating) expenses
� Assumptions regarding technical provisions
� Available solvency
� Discount rate

The importance of these parameters differs for each cash generating unit.

The value in use calculations have been prepared on the basis of operational plans for the period 2011 2013, a
forecast on income after the budget period for the period 2014 2019, and a long term projected income
growth of 2% for the period after 2019. The assumptions are based on expected future market developments
and past experience. The assumptions with regard to the discount rate, the available solvency and the return
on investments play an important role in the insurance activities Life. The operating cost / premium ratio and
the claim payment ratio are an important assumption in the calculations at REAAL Non Life.

The current result of Zwitserleven’s goodwill impairment test results in a small buffer. This implies that an
increase in the discount rate, given the constant business plan, significantly increases the risk of an impairment
of goodwill allocated to cash generating unit Zwitserleven.
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Management believes that any reasonable possible change in the key assumptions on which the other cash
generating units’ recoverable amounts are based, would not cause the carrying amounts to exceed their
recoverable amounts.

2 Property and equipment

Specification property and equipment
In € millions 2010 2009

Land and buildings in own use 143 150
IT equipment 6 12
Other assets 21 29
Total 170 191

Statement of change in property and equipment
In € millions Land and

buildings in
own use

IT equipment Other assets Total

2010 2009 2010 2009 2010 2009 2010 2009

Accumulated acquisition costs 155 162 41 43 68 69 265 274
Accumulated revaluations
Accumulated amortisation and
impairments (12) (12) (35) (31) (47) (40) (95) (83)
Balance as at 31 December 143 150 6 12 21 29 170 191

Balance as at 1 January 150 172 12 16 29 33 191 221
Reclassifications (1) (3) 1 3
Investments 8 4 4 1 8 9
Divestments (7) (15) (7) (15)
Depreciation (4) (4) (6) (8) (9) (8) (19) (20)
Revaluations (3) (3)
Impairments (3) (2) (3) (2)
Other movements 1 1
Balance as at 31 December 143 150 6 12 21 29 170 191

Rental income
Included in land and buildings are 3 properties (2009: 3 properties) that are partly rented out. The future rental
income based on the operational lease contracts of these properties as of 31 December is as follows:

Future rental income based on operational leases
In € millions 2010 2009

Shorter than one year 3 4
From one to five years 5 9
Longer than five years 12 13
Total 20 26

Valuation of land and buildings in own use
The land and buildings in own use are valued by an external appraiser at least once every three years on a
rotation based schedule.

Book value of the assessed land and buildings in own use
In € millions In

percentages
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2010 133 93%
2009 96 64%
2008 153 89%

3 Investments in associates

Statement of change in associates
In € millions 2010 2009

Balance as at 1 January 65 53
Reclassifications 1
Purchases and expansions 1
Share in result of associates 2 17
Revaluations 5
Dividend received (19) (7)
Other movements 2
Balance as at 31 December 55 65

Overview most significant investments in associates
Countr

y
Interest Share in

equity
Share in
result

Assets Liabilities Income

2010 2009 2010 2009 2010 2009 2010 2009 2010 2009

Significant investments in associates

Investment fund
Ducatus NL 33% 50 64 4 22 146 180 12 97
CED Holding B.V. NL 23% 5 4 2 57 53 26 24 8 91
Other Variou

s 20 50% (3) (5) 12 10 9 7 8

Total 55 65 6 (17) 215 243 35 31 20 196

4 Investment properties

Statement of change in investment properties
In € millions 2010 2009

Balance as at 1 January 259 287
Investments 1 9
Divestments (21)
Revaluations (7) (16)
Other movements (1)
Balance as at 31 December 252 259
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5 Investments

Investments: overview
In € millions 2010 2009

Fair value through profit or loss: held for trading
Fair value through profit or loss: designated 1,054 1,091
Available for sale 21,611 21,374
Loans and receivables 11,275 10,596
Total 33,940 33,061

Investments: Listing fair value through profit or loss
In € millions Held for trading Designated Total

2010 2009 2010 2009 2010 2009

Shares and similar investments:
Listed 1 2 1 2
Unlisted 9 9 9 9

Fixed income investments:
Listed 953 893 953 893
Unlisted 91 187 91 187

Total 1,054 1,091 1,054 1,091

Investments: Statement of change in fair value through profit or loss
In € millions Held for trading Designated Total

2010 2009 2010 2009 2010 2009

Balance as at 1 January 1,091 1,264 1,091 1,264
Reclassifications 23 23
Purchases and advances 1,086 1,655 1,086 1,655
Disposals and redemptions (1,118) (1,859) (1,118) (1,859)
Revaluations (5) 9 (5) 9
Other movements (1) (1)
Balance as at 31 December 1,054 1,091 1,054 1,091

Investments: Statement of change in investments available for sale
In € millions 2010 2009

Balance as at 1 January 21,374 20,474
Reclassifications (39) (98)
Purchases and advances 7,245 9,838
Disposals and redemptions (7,390) (9,067)
Revaluations 407 427
Impairments 6 (245)
Amortisation 13 37
Other movements (5) 8
Balance as at 31 December 21,611 21,374
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Investments: Listing investments available for sale
In € millions 2010 2009

Shares and similar investments:
Listed 498 780
Unlisted 836 892

Bonds and fixed income investments:
Listed 20,080 19,673
Unlisted 197 29

Total 21,611 21,374

Investments: Valuation available for sale
In € millions 2010 2009

Shares and similar investments:
Cost price 1,138 1,528
Revaluation 196 144

Bonds and fixed income investments:
(Amortised) cost price 19,324 19,074
Revaluation and accrued interest 477 272
Accrued interest 476 356

Total 21,611 21,374

Investments: Specification loans and receivables
In € millions 2010 2009

Loans and advances to customers linked to mortgages 4,616 3,885
Private loans linked to savings mortgages 4,638 3,189
Other private loans 2,037 3,535

11,291 10,609
Provision for bad debts (16) (13)
Total 11,275 10,596

Investments: Statement of change in loans and receivables
In € millions 2010 2009

Balance as at 1 January 10,609 9,803
Reclassifications 603
Purchases and advances 3,631 4,138
Changes in the composition of group companies 855
Disposals and redemptions (4,022) (4,118)
Amortisation 2 6
Other movements 216 177
Balance as at 31 December 11,291 10,609

Balance provisions as at 1 January (13) (12)
Addition (3) (1)
Balance provisions as at 31 December (16) (13)

Total 11,275 10,596
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6 Investments for account of policy holders

Investments for account of policyholders include separate deposits for the account and risk of policyholders,
investments for unit linked insurance contracts and separate investment deposits for large group pension
contracts.

Listing investments for account of policyholders
In € millions 2010 2009

Shares and similar investments:
Listed 4,200 4,182
Unlisted 5,750 5,641

Fixed income investments:
Listed 2,275 2,217
Unlisted 416

Total 12,641 12,040

Statement of change in investments for account of policyholders
In € millions 2010 2009

Balance as at 1 January 12,040 10,724
Presentation adjustments (527)
Purchases and advances 3,707 3,880
Acquisitions
Disposals and redemptions (3,610) (3,109)
Revaluations 565 1,044
Other movements (61) 28
Balance as at 31 December 12,641 12,040

7 Invested collateral and liabilities securities lending

Specification invested collateral and liabilities securities lending
In € millions 2010 2009

Invested collateral securities lending 176 540
Securities lending liabilities (182) (550)
Total (liability) (6) (10)

Statement of change in invested collateral securities lending
In € millions 2010 2009

Balance as at 1 January 540 2,310
Advances 64
Disposals and redemptions (370) (1,873)
Revaluations 5 42
Exchange rate differences 1 (3)
Balance as at 31 December 176 540

REAAL lends securities to third parties in return for cash or securities collateral.
REAAL has implemented various policy guidelines for the collateral obtained from the securities lent.
Requirements for the collateral vary according to the type of facility. The minimum level varies according to the
type of collateral: more risky facilities require a higher quality of collateral. The collateral obtained in cash is
invested in money market funds. The purpose of these investment funds is to provide investors with the
highest possible return which can be reconciled with the retention of capital and maintaining sufficient liquidity
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to meet the expected wishes of investors. REAAL has the economic risk and obtains the risks and rewards from
the investments in these funds.

The investments are characterised by a limited risk of value movement. Approximately 53% (2009: 51%) of the
investments in these funds has a Standard & Poor’s rating of AAA, 0% AA (2009: 2%), 0% A (2009: 14%) , while
47% (2009: 33%) has no rating.
REAAL cannot freely dispose over the investments in the funds. The investments can only be used for the
redemption of the collateral provided by the borrower on the basis of lending and borrowing agreements. The
obligation to repay the collateral is included in the balance sheet under securities lending liabilities.

The agent effecting the lending and borrowing transaction and investing the collateral has indemnified REAAL
against the borrower in default. If the borrower defaults in returning the securities lent under a lending and
borrowing transaction, the agent will be subrogated and assume all rights and legal remedies that are exercised
on the collateral invested in these money market funds.

Statement of change in securities lending liabilities
In € millions 2010 2009

Balance as at 1 January 550 2,377
Acquisitions
Advances 66
Disposals and redemptions (369) (1,889)
Exchange rate differences 1 (4)
Balance as at 31 December 182 550

The fair value of the liabilities does not differ from the book value.

8 Derivatives
Derivatives are financial instruments embodied in contracts whose value depends on one or more underlying
primary financial instruments. Derivatives contain rights and obligations whereby one or more of the financial
risks to which the underlying primary financial instruments are subject, are exchanged between parties. The
transactions do not lead to the transfer of the underlying primary financial instrument at the conclusion of the
agreement, nor does the transfer have to take place when the agreement expires. Most derivatives are held to
hedge against unwanted market risks. This is explained in the paragraph ‘Hedging and hedge accounting’ of the
chapter on Risk management. The derivatives are unlisted.

Specification of derivatives
In € millions Positive fair

value
Negative fair

value
Balance

2010 2009 2010 2009 2010 2009

Derivatives held for cash flow hedge accounting 5 38 14 5 24
Derivatives held for fair value hedge accounting
Derivatives held in the context of asset and liability
management that do not qualify for hedge
accounting 220 152 84 57 136 95
Derivatives held for trading 5 5
Total 225 195 84 76 141 119
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Statement of change in derivatives
In € millions 2010 2009

Balance as at 1 January 119 426
Reclassifications
Purchases 99 172
Acquisitions
Disposals (67) (260)
Revaluations (9) (200)
Exchange rate differences (1) (3)
Other movements (16)
Balance as at 31 December 141 119

9 Deferred tax assets and liabilities

Specification deferred tax assets and liabilities
In € millions 2010 2009

Deferred tax assets 160 251
Deferred tax liabilities 490 559
Total liabilities (330) (308)

Origin of deferred tax assets and liabilities
In € millions 1

January
Change
through
profit or
loss

Change
through

shareholders’
equity

Other
movements

31
December

2010

Goodwill and other intangible fixed assets (97) 2 2 (93)
Value of Business Acquired (214) 43 4 (167)
(Investment) property and equipment (52) 3 1 (48)
Investments (161) 126 (110) 2 (143)
Derivatives (10) (15) 10 (15)
Technical provisions 73 (8) (2) 63
Other provisions 75 (2) (1) 72
Tax deductible losses 79 (78) 1
Other (1) 2 (1)
Total liabilities (308) 73 (100) 5 (330)

2009

Goodwill and other intangible fixed assets (118) (6) 27 (97)
Value of Business Acquired (152) (27) (35) (214)
(Investment) property and equipment (55) 1 2 (52)
Investments (62) 16 (112) (3) (161)
Derivatives (46) 27 6 3 (10)
Technical provisions (11) 83 1 73
Provision for employee benefits 13 (13)
Other provisions 48 21 6 75
Tax deductible losses 160 (81) 79
Other 8 (3) (6) (1)
Total liabilities (215) 18 (104) (7) (308)
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The deferred tax assets based on tax deductible losses are determined as follows:

In € millions 2010 2009

4 311
Deferred tax assets calculated on tax deductible losses 1 79
Tax rate 25.0% 25.5%

10 Loans and advances to banks
This item relates to loans and advances to banks, excluding interest bearing securities, with a remaining
maturity of longer than three months.

Part of the loans and advances to banks was provided as collateral to third parties due to collective contracts
regarding the separate deposits for the account and risk of policyholders. The book value of the collateral is
€ 1.6 billion (2009: € 1.4 billion).

11 Corporate income tax
This item relates to advances and amounts due concerning corporate income tax. The corporate income tax
item also includes dividends withholding tax, which is settled through the corporate income tax return.

12 Other assets
Specification other assets
In € millions 2010 2009

Amounts due from direct insurance:
Policyholders 76 76
Intermediaries 65 55
Reinsurers 5 4

Other taxation 86 (111)
Accrued assets
Accrued interest 20 23
Other accrued assets 4 7

Total 256 54

13 Cash and cash equivalents
Specification cash and cash equivalents
In € millions 2010 2009

Short term bank balances 2,054 1,723
Cash and cash equivalents
Total 2,054 1,723
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14 Equity attributable to shareholders and securityholders

Specification shareholders’ equity
In € millions 2010 2009

Equity attributable to shareholders 3,016 2,562
Equity attributable to securityholders 725 725
Minority interest 3 13
Total 3,744 3,300

For further information on total equity, see the consolidated statement of changes in total equity on page 44.

15 Subordinated debt

Specification subordinated debt
In € millions 2010 2009

Private loans 940 940
Final bonus account 20 23
Total 960 963

Private loans
The private loans were extended by group companies, € 80 million of which are loans with a term of 1 5 years,
while the other loans have a term of more than 5 years. The average effective interest rate is 7.2% (2009:
7.2%).

Final bonus account
The subordinated final bonus account commitments were entered into by SRLEV and form part of the
regulatory capital used in determining the solvency position of SRLEV. The final bonus account is largely of a
long term nature.

16 Debt certificates

Specification debt certificates
In € millions 2010 2009

Debt certificates classified at fair value recognised through profit or loss
(Holland Homes securitisation programme) 1,771 1,976

Through DBV Finance, REAAL securitised part of its mortgages by means of the Holland Homes transactions.
The companies formed under these transactions (special purpose entities) were funded by long term bonds
issued by these companies. The obligations to bondholders and income from the mortgages were matched
using interest rate swaps. As these derivative contracts were concluded with parties outside REAAL, an
accounting mismatch would have arisen after consolidation of the companies given that the derivatives are
recognised at fair value through profit or loss, unlike the bonds and mortgages. This mismatch is resolved by
also recognising the bonds and mortgages at fair value through profit or loss.

The securitisation transactions include a call + step up construction, to the effect that, when the amount of
outstanding notes falls below 10% of the initially outstanding notes (notional), the issuer has the option of
redeeming the notes.

As from 2003, the securitisation transactions include not only the above call + step up construction, but also a
put + step down construction,
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to the effect that the bondholder is entitled to early repayment of the bonds as from a pre determined date
(put). The interest rate of the coupon is increased if both REAAL which, being the initiating party, is offered the
bonds first, and any third party does not repurchase the bonds when the bondholder exercises this right. The
coupon rate on the bonds will also be lowered after this date in case the bondholders do not avail themselves
of this right. Under normal circumstances, the company and the bondholder will then be financially motivated
to repay the bonds prior to maturity.

Specification Holland Homes securitisation programmes
In € millions Initial

principal
Date of

securitisati
on

Book value
bonds 2010

Book value
bonds 2009

Date put
option

Contractual
date of
expiry

Holland Homes MBS 2000 1 350 Nov 2000 135 144 N/A 24 Sep 2030
Holland Homes MBS 2003 1 435 Dec 2003 192 211 30 Dec 2013 31 Dec 2080
Holland Homes MBS 2005 1 757 Nov 2005 550 571 20 Dec 2015 31 Dec 2083
Holland Homes MBS (Oranje)
2005 1

1,601 Apr 2006 894 1,050 20 Jan 2018 31 Dec 2083

Total 3,143 1,771 1,976

The contractual non discounted amount that will have to be paid at the end of the maturity of the bonds
mentioned above amounts to € 1,833 million (2009: € 2,040 million).

17 Insurance and reinsurance contracts

Specification insurance and reinsurance contracts by segment
In € millions Gross Reinsurance

2010 2009 2010 2009

REAAL Life, for own risk 18,058 18,307 150 156
Zwitserleven, for own risk 5,895 5,691 1 2
Life, for own risk 23,953 23,998 151 158

REAAL Life, for account of policyholders 6,926 6,649
Zwitserleven, for account of policyholders 6,507 6,100
Life, for account of policyholders 13,433 12,749

Non life 1,373 1,381 204 208

Eliminations (68) (68)
Total 38,691 38,060 355 366
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Specification insurance and reinsurance contracts by type of contract
In € millions Gross Reinsurance

2010 2009 2010 2009

Provision for life insurance obligations (a) 24,282 24,346 151 158
Unamortised interest rate discounts (b) (471) (500)
Provision for profit sharing, bonuses and discounts (c) 142 152
Life, for own risk 23,953 23,998 151 158

Technical provisions (d) 13,433 12,749
Life, for account of policyholders 13,433 12,749

Provision for premium shortfalls and current risks (e) 7 5
Provision for unearned premiums (f) 142 141 2 3
Provision for claims payable (g) 898 886 138 137
Provision for claims incurred but not reported (h) 326 349 64 68
Non life 1,373 1,381 204 208

Eliminations (68) (68)
Total 38,691 38,060 355 366

Insurance contracts are predominantly of a long term nature.

a. Statement of change in provision for life insurance obligations
In € millions Gross Reinsurance

2010 2009 2010 2009

Balance as at 1 January 24,346 24,143 158 167
Portfolio reclassification (13) (258)
Benefits paid (2,281) (2,204) (90) (37)
Premiums received 1,606 2,088 161 41
Interest added 945 967 9 9
Technical result (119) (188) (79) (8)
Release of expense loading (168) (190) (8) (3)
Other movements (34) (12) (11)
Balance as at 31 December 24,282 24,346 151 158

b. Statement of change in unamortised interest rate discounts
In € millions Life own risk

2010 2009

Balance as at 1 January 500 489
Discounts given in the financial year 21 72
Amortisation (58) (61)
Other movements 8
Balance as at 31 December 471 500

c. Statement of change in provision for profit sharing, bonuses and discounts
In € millions Life own risk

2010 2009

Balance as at 1 January 152 185
Profit sharing, bonuses and discounts granted in the financial year (10) (33)
Balance as at 31 December 142 152
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d. Statement of change in technical provision for insurance on behalf of policy holders
In € millions 2010 2009

Balance as at 1 January 12,749 10,839
Portfolio reclassification 13 258
Premiums received 1,313 1,460
Benefits paid (1,035) (690)
Exchange rate differences 663 1,259
Technical result (105) (41)
Release of expense loading (206) (242)
Other movements 41 (94)
Balance as at 31 December 13,433 12,749

e. Statement of change in provision for premium shortfalls and current risks
In € millions Gross Reinsurance

2010 2009 2010 2009

Balance as at 1 January 5 11
Additions during the year 2 1
Added to the results (7)
Balance as at 31 December 7 5

f. Statement of change in provision for unearned premiums
In € millions Gross Reinsurance

2010 2009 2010 2009

Balance as at 1 January 141 141 3 4
Additions during the year 142 141 2 3
Added to the results (141) (141) (3) (4)
Balance as at 31 December 142 141 2 3

g. Statement of change in provision for claims payable
In € millions Gross Reinsurance

2010 2009 2010 2009

Balance as at 1 January 886 945 137 155
Reported claims, current period 488 409 43 22
Reported claims, prior periods 26 53 (11) (5)
Claims paid, current period (269) (272) (18) (13)
Claims paid, prior periods (248) (264) (17) (26)
Added to the result (1)
Interest added 15 15 4 5
Balance as at 31 December 898 886 138 137

h. Statement of change in provision for claims incurred but not reported
In € millions Gross Reinsurance

2010 2009 2010 2009

Balance as at 1 January 349 387 68 76
Additions during the year 71 284 1 38
Added to the result (94) (322) (5) (46)
Balance as at 31 December 326 349 64 68
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18 Provision for employee benefits

Specification provision for employee benefits
In € millions 2010 2009

Pension commitments 323 333
Other employee commitments 10 8
Total 333 341

Pension commitments

The pension rights of the majority of the REAAL employees, including the accrual of new pension rights of
almost all active employees from acquired schemes, have been transferred to the defined contribution scheme
of the independent Stichting Pensioenfonds SNS REAAL.

The pension rights of employees continuing under the old acquired pension schemes of AXA, Winterthur,
Zwitserleven, Zurich, NHL and DBV can be designated as defined benefit schemes. REAAL’s contribution to
these pension schemes is expected to total approximately € 15 million for 2011.

The unrealised actuarial gains or losses are € 18 million negative (2009: € 54 million positive). The unrealised
actuarial gains or losses that exceed the corridor are amortised on the basis of the expected remaining years of
service of the employees of approximately ten years.

The investments relating to the pension schemes that have been included in a separated investment account
are offset against the commitments.
The non separated investments have been recognised under the item ‘investments’.

The main aspects of the various schemes will be explained below.

Pension scheme Stichting Pensioenfonds SNS REAAL
The pension scheme to which REAAL employees are entitled can be designated as a defined contribution
scheme. Under this scheme, REAAL pays a fixed agreed amount to Stichting Pensioenfonds. As there is no
commitment either enforceable by law or otherwise to pay additional contributions, pension benefits and
related investments have no longer been included in the balance sheet since 2005. In 2009 an agreement was
reached on the pension premium for a period of 5 years, effective 1 January 2010 until 31 December 2014. A
fixed percentage of 21.75% of the gross wages will be paid over this period. REAAL’s contribution to these
defined contribution schemes will be approximately € 22 million for 2011.

Pension schemes of former companies AXA and Winterthur
As of 1 January 2009, the accrual of new pension entitlements of former employees of AXA and Winterthur has
been transferred to Stichting Pensioenfonds SNS REAAL.

The past pension benefits of former AXA employees have for the largest part been transferred to Stichting
Pensioenfonds AXA Verzekeringen. The rights of participants who were already inactive at the time of
formation of the pension fund on 1 January 2001, and the rights of a small number of former but still active
AXA employees, were transferred to other insurers or remained in house. These pension commitments and the
relating separated investment account have been set off in the pension provision for an amount of € 29 million
(2009: € 33 million).

The pension scheme of former Winterthur, in which besides the pension benefits built up in the past of the
former employees also the accrual of pension rights of a small number of still active employees born before 1
January 1950 takes place, is administered in house. For this pension scheme, the present value of the pension
commitments has been included in the provision for employee commitments in the amount of € 83 million
(2009: € 82 million). There is no separate investments account.
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Both for the AXA scheme and for the Winterthur scheme, it has been agreed that the indexation of pension
entitlements of inactive participants will be equal to the indexation applied by Stichting Pensioenfonds SNS
REAAL. The pension entitlements of active former participants are unconditionally indexed. In the event the
scheme’s coverage ratio falls below the agreed limit of 105%, an additional contribution will be done by the
employer.

REAAL’s contribution to the defined contribution pension schemes of former AXA and Winterthur is € 4 million
for 2011.

Pension scheme Zwitserleven
As of 1 January 2010, the accrual of new pension rights of almost all employees of Zwitserleven has been
transferred to Stichting Pensioenfonds SNS REAAL. The rights of inactive participants built up in the past and
active former participants continue to be part of the former pension scheme of Zwitserleven.

The indexation of the pension entitlements will be equal to the indexation applied by Stichting Pensioenfonds
SNS REAAL. The pension entitlements of active former participants are unconditionally indexed. The pension
scheme of Zwitserleven is administered in house. For this pension scheme, the present value of the pension
obligations has been included in the provision for employee commitments in the amount of € 191 million
(2009: € 202 million). There is no separate investments account.

REAAL’s contribution to the defined contribution pension scheme of Zwitserleven is expected to be
approximately € 9 million in 2011.

Other pension schemes
The accrual of new pension rights of former employees of Zurich, NHL and DBV has been transferred to
Stichting Pensioenfonds SNS REAAL. The pension rights of these employees built up in the past are
administered in house at REAAL. The rights are of limited value.

Only the scheme of NHL, administered by another insurer, has a separate investment account that is offset
against the pension commitments. All other schemes are administered in house, without a separate
investment account.

In 2011, REAAL’s contribution to the other defined benefit schemes is € 2 million round.

Composition of the pension commitments
In € millions 2010 2009 2008 2007 2006

Present value of defined benefit obligations 599 539 542 337
Fair value of plan assets 249 246 233 217
Present value of the net liabilities 350 293 309 120
Unrecognised actuarial gains or losses (27) 40 4 10
Total 323 333 313 130

Change in present value of pension obligations
In € millions 2010 2009

Present value as at 1 January 539 542
Increase and interest accrual 27 37
Adjustment pension plan (curtailment) (15)
Benefits paid (20) (19)
Other movements 3 4
Expected value as at 31 December 534 564
Movement of unrealised actuarial gains or losses 65 (25)
Present value as at 31 December 599 539

Change in fair value of the plan assets
In € millions 2010 2009
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Fair value as at 1 January 246 233
Return 12 8
Premiums 4 9
Benefits paid (12) (16)
Expected value as at 31 December 250 234
Movement of unrealised actuarial gains or losses (1) 12
Fair value as at 31 December 249 246

Breakdown investments
In € millions 2010 2009

Shares 21 74
Fixed income investments 161 137
Other 67 35
Total 249 246

Experience adjustments arising on the pension commitments
In percentages 2010 2009 2008 2007 2006

Experience adjustment as a % of defined benefit
obligations 0.3% (2.0%) (1.1%) 0.0% 0.0%
Experience adjustment as a % of investments (1.2%) (3.3%) (2.1%) 5.1% 0.0%

The effect of the unrealised actuarial gains or losses on pension entitlements or investment funds, which
originated as a result of adjustments in experience ratings, has been included as a percentage of the pension
entitlements or investment funds at year end in the table above.

The main actuarial parameters
In percentages 2010 2009 2008 2007 2006

Discount rate 4.7% 4.9% 5.1% 5.4% 4.5%
Expected salary increase 2.3% 2.3% 2.5% 3.0% 2.3%
Expected return on plan assets 3.2% 6.1% 3.8% 3.9% 5.5% 5.7% 5.8% 3.8%

Expected return
The expected return is determined by the yield curve as a reference for the expected bond returns.
For equities, a risk surcharge is added.

Statement of change in other employee commitments
In € millions 2010 2009

Balance as at 1 January 8 6
Allocation to other employee benefits 2 2
Balance as at 31 December 10 8
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19 Other provisions

Specification other provisions
In € millions 2010 2009

Restructuring provision 24 21
Other provisions 10 17
Total 34 38

The restructuring provision mainly relates to additional cost reduction programmes.

The other provisions are mainly of a long term nature and were made partly with a view to the risk that (legal)
claims may not be settled. The timing of the expected outflow of means is uncertain.

Statement of change in other provisions
In € millions Restructuring

provision
Other

provisions
Total

2010 2009 2010 2009 2010 2009

Balance as at 1 January 21 5 17 20 38 25
Reclassification 4 4
Additions 17 25 3 1 20 26
Withdrawals (1) (2) (1) (2)
Released to results (14) (13) (9) (2) (23) (15)
Balance as at 31 December 24 21 10 17 34 38

20 Amounts due to customers

Specification amounts due to customers
In € millions 2010 2009

Non current debt 728 768
Mortgage deposits 5 23
Savings deposits 41 28
Total 774 819

21 Amounts due to banks

Specification amounts due to banks
In € millions 2010 2009

Due on demand 1,350 2,030
Deposits and certificates 3,156 2,734
Total 4,506 4,764

The debts to banks comprise liabilities ensuing from repo agreements and structured transactions. These
liabilities are offset by structured investments, mainly including government bonds with the highest rating.
These debts will be settled at the same time as the corresponding investments.

REAAL Annual Report 2010 18



22 Other liabilities

Specification other liabilities
In € millions 2010 2009

Debts in relation to direct insurance 448 668
Debts to reinsurers (86) (31)
Other taxes 42 32
Amounts due to group companies 2 168
Other liabilities 845 719
Accrued interest 42 60
Total 1,293 1,616

Off balance sheet commitments

Specification contingent liabilities
In € millions 2010 2009

Liabilities from pledges and guarantees given 46 74
Repurchase commitments 1,691 1,830

Liabilities from pledges and guarantees given
To meet customer requirements, REAAL offers loan related products such as pledges and guarantees. The
underlying value of these products is not recognised as assets or liabilities in the balance sheet. The amounts
stated above indicate the maximum potential credit risk REAAL faces through these products, assuming that all
counterparties are no longer able to meet their commitments and all existing securities will have no value. The
guarantees relate to both credit substitution and non credit substitution guarantees. Most guarantees are
expected to expire without any claim being made and therefore are not expected to give rise to any future cash
flows.

Repurchase commitments
Part of the collateralised loans and advances that were sold or securitised under the Holland Homes
programme includes a repurchase obligation of the loans and advances on the interest review date. The
determination of the maturity schedule below takes account of an early repayment risk on mortgages of 7%
per annum. Besides a repurchase obligation on the interest review date of the loans and advances, the Holland
Homes transactions are also expected to be repurchased on the put date, which is included in the maturity
calendar.

Maturity calendar repurchase commitments
In € millions 2010 2009

Shorter than one year 81 149
From one to five years 728 411
Longer than five years 882 1,270
Total 1,691 1,830

Netherlands Terrorism Risk Reinsurance Company
In 2011, REAAL will take a 16.16% share in the cluster life and 5.37% in the cluster non life of the Nederlandse
Herverzekeringsmaatschappij voor Terrorismeschaden N.V. (Netherlands Terrorism Risk Reinsurance
Company). In 2010 these clusters did not exist, and REAAL’s overall share was 7.15%. In 2011 the extent of the
guarantee is € 86 million (2010: € 29 million) and the obliged premium € 2 million (2010: € 2 million).
Rental commitments
The future rental commitments linked to operational lease contracts as at 31 December are as follows:
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Specification rental commitments: Term of future minimum payment obligations based on operational
leases
In € millions 2010 2009

Shorter than one year 14 15
From one to five years 36 22
Longer than five years 56
Total 106 37

Legal proceedings
REAAL is involved in legal proceedings. Although it is impossible to predict the result of pending or threatening
legal proceedings, on the basis of information currently available and after consulting legal advisors, the
Executive Board believes that the outcome of these proceedings is unlikely to have any material adverse effects
on the financial position or operating results of REAAL.

Related parties

Identity of related parties
Parties are considered to be related if one party can exert control or significant influence over the other party
in deciding financial or operational matters. As a part of its ordinary operations, REAAL maintains various sorts
of ordinary business relations with related companies and parties, particularly in the areas of insurance,
banking, and asset management. This also includes the group companies SNS REAAL and SNS Bank. Other
parties related with REAAL are subsidiaries, associated companies, joint ventures, managers in key positions
and close family members of these related parties.

Transactions with related parties are conducted at arm’s length. In the transactions with related parties, Best
Practices provisions II.3.2, II.3.3, II.3.4, III.6.1, III.6.3 and III.6.4 were complied with.

Overview of REAAL N.V.’s transactions with SNS REAAL N.V. and with its sister companies
In € millions SNS REAAL N.V. Sister companies

2010 2009 2010 2009

Loans and advances 1,069 1,265 375 502
Provision for bad debts
Subordinated loans
Other liabilities 987 977 240 (402)
Income received 21 26 14 39
Impairment charges
Other costs paid 257 111 16 33

Insurance activities (REAAL N.V. consolidated) purchased residential mortgages from Banking activities in the
amount of € 0.9 billion. In addition, Insurance activities purchased subordinated e notes of Hermes XIV and
Hermes XVI securitisations from Banking activities in the amount of € 31 million. These transactions are in line
with the investment policy pursued by Insurance activities.

Transactions with managers in key positions of REAAL Verzekeringen
Managers in key positions with REAAL comprise the members of the Executive Board of SNS REAAL and the
board members of REAAL. Transactions with these directors constitute related party transactions.

Total remuneration of the managers in key positions was € 6.7 million in 2010 (2009: € 6.4 million). Managers
in key positions comprise 18 members (2009: 17).
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Specification remuneration of managers in key positions
In € millions Management

Board
Other directors Total

2010 2009 2010 2009 2010 2009

Short term employee benefits 1,998 2,071 3,491 3,199 5,489 5,269
Post employment benefits 311 336 437 499 748 835
Other long term employee benefits 2 44 18 39 20 83
Termination benefits 476 200 476 200
Share based remunerations
Total 2,311 2,451 4,422 3,937 6,733 6,387

The members of the Supervisory Board are paid by SNS REAAL.

Loans to managers in key positions and the Supervisory Board
In € thousands Outstanding as at 31

December
Average interest rate

2010 2009 2010 2009

Mortgage loans 5,066 6,033 4.24% 3.73%

Subsequent events
As from 1 January 2011 DBV Finance B.V., part of the segment REAAL Other, has been transferred to SNS Bank
N.V. As a result of this transfer, a mortgage portfolio of € 380 million held directly by DBV Finance, as well as
the securitisation SPVs consolidated by DBV Finance (Holland Homes 1, 2 and 3) are no longer included in the
consolidation by REAAL N.V. The underlying mortgage volume of these SPVs amounts to € 1.9 billion. As SRLEV
never had the intention to sell DBV Finance B.V. in the market, and the transaction must be considered a
private transaction between group entities to transfer the mortgages and securitisations product line to SNS
Bank, we have not included this transaction as an IFRS 5 transaction.

On 8 April 2011, SRLEV N.V. (a wholly owned subsidiary of REAAL N.V.) issued Tier 2 notes worth € 400 million.
The notes have a fixed rate coupon of 9.00 percent per year until the first call date (15 April 2021) and
subsequently 12 month EURIBOR plus a mark up of 616.5 basis points. The spread was 525 basis points over
mid swaps. The notes have a fixed rate coupon which changes to a floating coupon after 10 years. The loan is
considered to be part of the available capital in the solvency calculation. In addition, the loan is structured in
such a manner that it can be included in the solvency calculation under the future solvency regime for insurers,
Solvency II.

At the beginning of 2011, a proportional reinsurance contract was concluded. Under this contract REAAL’s
Savings Insurance portfolio was proportionally reinsured. The reinsurance relates to both the risk capital and
the provisions. The reinsurance is expected to have a positive effect on the solvency as it offers protection
against insurance risks.

In 2011 a legal merger will take place between SRLEV N.V. and its sister company Proteq Levensverzekeringen
N.V. As a result of this legal merger, Proteq Levensverzekeringen N.V. will cease to exist. The activities of
Proteq Levensverzekeringen N.V. will be continued by SRLEV N.V. In 2011 a legal merger will take place
between REAAL Schadeverzekeringen N.V. and its sister company Proteq Schadeverzekeringen N.V. As a result
of this legal merger, Proteq Schadeverzekeringen N.V. will cease to exist. The activities of Proteq
Schadeverzekeringen N.V. will be continued by REAAL Schadeverzekeringen N.V.
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Notes to the consolidated income statement

Income

23 Net premium income

In € millions Own account For account of
policyholders

Total

2010 2009 2010 2009 2010 2009

Regular premiums REAAL Life 738 885 626 569 1,364 1,454
Regular premiums Zwitserleven 266 141 510 613 776 754
Total gross regular premiums Life 1,004 1,026 1,136 1,182 2,140 2,208

Single premiums REAAL Life 456 979 14 12 470 991
Single premiums Zwitserleven 146 83 163 266 309 349
Total gross single premiums Life 602 1,062 177 278 779 1,340

Total gross premiums Life 1,606 2,088 1,313 1,460 2,919 3,548

Reinsurance premiums REAAL Life and Zwitserleven 87 41 87 41

Total net premium income Life 1,519 2,047 1,313 1,460 2,832 3,507

Net premium income Non life 742 747

Total net premium income 3,574 4,254

Regular premiums Life

Individual:
Without profit sharing 503 488 373 416 876 904
With profit sharing 235 267 400 422 635 689

Total individual 738 755 773 838 1,511 1,593

Group:
Without profit sharing 5 5 350 326 355 331
With profit sharing 261 266 13 18 274 284

Total group 266 271 363 344 629 615

Total gross regular premiums Life 1,004 1,026 1,136 1,182 2,140 2,208

Single premiums Life

Individual:
Without profit sharing 246 656 55 44 301 700
With profit sharing 208 317 208 317

Total individual 454 973 55 44 509 1,017

Group:
Without profit sharing 3 11 120 228 123 239
With profit sharing 145 78 2 6 147 84

Total group 148 89 122 234 270 323

Total gross single premiums Life 602 1,062 177 278 779 1,340
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In € millions Gross Reinsurance Total
2010 2009 2010 2009 2010 2009

Non life insurance

Fire 218 221 16 18 202 203
Accident and health 138 137 6 6 132 131
Motor vehicles 267 268 7 8 260 260
Transport 74 77 11 9 63 68
Other segments 112 111 27 26 85 85

Net premium income Non life 809 814 67 67 742 747

24 Net fee and commission income

This item includes fees from services provided, insofar as not interest related.

In € millions 2010 2009

Fee and commission income:
Money transfer and payment charges 1
Securities activities 3 2
Insurance agency activities 17 18
Management fees 22 23
Other activities 61 57

103 101

Fee and commission expense 33 23

Total 70 78

25 Share in result of associates

This item represents the share in result of associated companies.

26 Investment income

In € millions 2010 2009

Fair value through profit or loss: held for trading (2)
Fair value through profit or loss: designated 82 38
Available for sale 969 1,026
Loans and receivables 435 623
Investment property 14 8

Total 1,498 1,695
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In € millions Fair value
through
profit or
loss: held
for trading

Fair value
through
profit or
loss:

designated

Available
for sale

Loans and
receivables

Investment
property

Total

Specification investment income 2010

Interest 156 805 433 1,394
Dividend 37 37
Rental income 21 21

156
842

433 21 1,452

Realised revaluations (2) (77) 127 2 50
Unrealised revaluations 3 (7) (4)

(2) (74) 127 2 (7) 46

Total (2) 82 969 435 14 1,498

Specification investment income 2009

Interest 64 864 623 1,551
Dividend 44 44
Rental income 24 24

64 908 623 24 1,619

Realised revaluations (43) 118 5 80
Unrealised revaluations 17 (21) (4)

(26) 118 (16) 76

Total 38 1,026 623 8 1,695

Rental income from investment property includes both rental income and directly allocated operating
expenses. The operating expenses for the leased investment property amounted to € 6 million (2009: € 4
million). The recognised interest income on the devaluation of investments amounts to € 1 million (2009: € 1
million).

27 Investment income for account of policyholders

In € millions 2010 2009

Interest 89 117
Dividend 148 190

237 307

Revaluations 578 1,027

Total 815 1,334
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28 Result on financial instruments

In € millions 2010 2009

Result on derivatives held for cash flow hedge accounting
Revaluations transferred from shareholders’ equity 28 2
Interest income transferred from shareholders’ equity 31 2

Fair value movement in derivatives held for fair value hedge accounting:
Fair value movements in hedging instruments (2) (9)
Fair value movements in hedged item attributable to hedged risks 5 12

Fair value movements in the position of derivatives maintained for ALM
not classified for hedge accounting 37 (100)
Fair value movements in derivatives held for trading (1)
Fair value movements in other derivatives 3

Share options (3) 75

Total 96 (16)

29 Other operating income
In 2010 the other operating income mainly includes a subsequent payment from AXA of € 27 million related to
the acquisition of AXA NL in 2007.

Expenses

30 Technical claims and benefits

Technical claims and benefits include benefits paid, surrenders, claims paid, claim handling costs and changes
in insurance contracts. This item also includes profit sharing and discounts.

In € millions 2010 2009

Life insurance:
Benefits paid and surrenders for own account 2,280 2,265
Change in technical provisions for own risk gross 280 437
Change in technical provisions for own risk reinsurance 7 9
Profit sharing and discounts 132 160

2,699 2,871

Non life insurance:
Claims paid for own account 481 498
Change in provision for reported claims 11 (41)
Change in provision for claims incurred but not reported (19) (30)
Other technical expenses 3 9

476 436

Total 3,175 3,307
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Benefits paid and surrenders for own account include an amount for amortisation of VOBA of € 89 million
(2009: € 98 million). Profit sharing and discounts include an amount for amortisation of interest rate discounts
of € 51 million (2009: € 66 million).

In 2010 technical claims and benefits includes € 43 million (2009: € 28 million), consisting of accrued interest
and the building up of rights in relation to the compensation of policyholders of unit linked investments. On 17
November 2010, REAAL reached a final agreement with the Stichting Verliespolis on the compensation scheme.

In 2010 an amount of € 28 million was expensed in relation to a provision for defined contribution pensions.
This amount will be used to adjust the amount of policy costs in the policy contracts retrospectively to a
maximum, in accordance with the advice of the Dutch Association of Insurers (Verbond van Verzekeraars). On
the expiration date the provision is sufficient to pay higher retirement pensions of approximately € 90 million.

31 Expenses for account of policyholders

Expenses for account of policyholders include benefits paid, surrenders and changes in insurance contracts.
This item also includes profit sharing and discounts.

In € millions 2010 2009

Life insurance:
Benefits paid and surrenders for insurance contracts for account of

policyholders 1,035 690
Change in technical provisions for insurance contracts for account of

policyholders 518 1,736

Total 1,553 2,426

32 Acquisition costs for insurance operations

In € millions 2010 2009

Life insurance
REAAL Life 124 161
Zwitserleven 27 18

Non life insurance
REAAL Non Life 192 206
Reinsurance (14) (16)

REAAL Other (2) (2)

Total 327 367

Acquisition costs include amortisation of capitalised external acquisition costs for the amount of € 101 million
(2009: € 113 million).
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33 Staff costs

In € millions 2010 2009

Salaries 123 187
Pension costs 24 47
Social security 16 22
Other staff costs 16 57

Total 179 313

Other staff costs consist largely of the costs of temporary staff, fleet, travel costs and training and education
costs.

In € millions 2010 2009

Breakdown pension costs

Pension schemes based on defined contribution 19 17
Pension schemes based on defined benefits 5 30

Total 24 47

Composition pension costs

Pension premiums 26 26
Employee contributions (4) (6)
Curtailment (15)
Allocation to other employee benefits
Increase of present value 29 37
Expected return on investments (12) (10)

Total 24 47

2010 2009

Average number of FTEs 2,483 3,469

34 Other operating expenses

In € millions 2010 2009

Housing 20 39
IT systems 138 27
Marketing and public relations 14 10
External advisors 10 13
Other costs 40 49

Total 222 138

REAAL Annual Report 2010 27



35 Impairment charges / (reversals)

In € millions Impairment Reversals Total

2010 2009 2010 2009 2010 2009

Intangible fixed assets 20 9 20 9
Property and equipment 3 2 3 2
Investments in associates
Investments 14 231 20 (6) 231
Other taxation 12 3 2 12 1

Total 49 245 20 2 29 243

36 Other interest expenses

In this item interest expenses recognised in the financial year are included, which are not related to Banking
activities.

In € millions 2010 2009

Bonds 22 43
Private loans 92 87
Interest on reinsurance deposits 24 22
Other interest and investments expenses 40 136

Total 178 288
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37 Taxation

In € millions 2010 2009

Corporate income tax due:
In financial year 77 67
Prior year adjustments (5)

Deferred tax:
Due to temporary differences (2) (18)

Revaluation of deferred taxes due to change in the statutory corporate
income tax rate

Total 75 44

Reconciliation between the statutory and effective tax rate:
Result before tax 352 244
Statutory income tax rate 25.5% 25.5%

Statutory corporate income tax amount 90 62
Effect of participation exemption (14) (16)
Revaluation of deferred taxes due to change in the statutory corporate
income tax rate
Prior year adjustments (including tax provision release) (5)
Other tax facilities (1) 3

Total 75 44

Effective tax rate 21.2% 17.7%

Utrecht, 19 May 2011

Supervisory Board Management Board

R. Zwartendijk (chairman) M.W.J. Hinssen
P. Overmars (vice chairman) F.K.V. Lamp
C.M. Insinger W.H. Steenpoorte
R.J. van de Kraats M.J.P. Edixhoven
J.E. Lagerweij D.J. Okhuijsen
J.A. Nijhuis
H.W.P.M.A. Verhagen
L.J. Wijngaarden
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Company financial statements
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Company balance sheet

Before result appropriation and in € millions 31 12 2010 31 12 2009

Assets

Subsidiaries 1 4,467 4,335
Intangible fixed assets 2 420 418
Property and equipment 3 27 38
Investments 4 863 200
Deferred tax assets 22 22
Loans and advances to banks
Corporate income tax 13 133 140
Other assets 5 3,102 1,196
Cash and cash equivalents 6 17 29

Total assets 9,051 6,378

Liabilities

Share capital * *
Share premium reserve 1,730 1,730
Statutory reserves 798 671
Other reserves 211 (28)
Retained earnings 277 189

Shareholders’ equity 7 3,016 2,562
Securities capital 7 725 725

3,741 3,287

Subordinated debt 8 750 750
Provision for employee benefits 127 126
Other provisions 9 24 20
Deferred tax liabilities 8 15
Amounts due to customers 10 790 120
Amounts due to banks 11 990 584
Corporate income tax 12 284 127
Other liabilities 13 2,337 1,349

Total 9,051 6,378

*: The issued and paid up share capital of REAAL Verzekeringen is € 238,500.
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Company income statement

In € millions 2010 2009

Result on subsidiaries after taxation 330 251
Other results after taxation (54) (55)

Net result 276 196
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Principles for the preparation of the company financial statements

REAAL prepares the company financial statements in accordance with the statutory provisions of Book 2,
Section 402 of the Dutch Civil Code. Based on this, the result on associated companies after taxation is the only
item shown separately in the income statement. Use has been made of the option offered in Book 2, Section
362 (8) of the Dutch Civil Code to use the same principles for valuation and the determination of the result that
are used in the consolidated financial statements for the company financial statements. Reference is made to
the notes to the accounting principles for the consolidated financial statements.

For additional information on items not explained further in the notes to the company balance sheet, reference
is made to the notes to the consolidated balance sheet.

The overview referred to in Book 2, Sections 379 and 414 of the Dutch Civil Code has been filed with the Trade
Register of the Chamber of Commerce of Utrecht.

Subsidiaries are all companies and other entities in respect of which REAAL has the power to govern the
financial and operating policies, whether directly or indirectly, and which are controlled by REAAL. The
subsidiaries are accounted for using the equity method.

Changes in balance sheet values of subsidiaries due to changes in the revaluation, cash flow, fair value and
profit sharing reserve of the subsidiaries are reflected in the statutory reserve ‘associates’, which forms part of
shareholders’ equity.

Statutory reserves have been formed for the capitalised costs of research and development of software and
capitalised internal acquisition costs of the subsidiaries are also presented in the statutory reserve ‘associates’.
Changes in balance sheet values due to the results of these subsidiaries, accounted for in accordance with
REAAL accounting policies, are included in the income statement. The distributable reserves of subsidiaries are
included in ‘other reserves’.

Cash and cash equivalents include the non restricted and restricted demand deposits with the Dutch Central
Bank, amounts held by the Insurance activities at other banks and advances from the Banking activities to
credit institutions with a remaining term to maturity of less than one month.
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Notes to the company financial statements

Notes to the company balance sheet

Assets

1 Subsidiaries

In € millions 2010 2009

Movements

Balance as at 1 January 4,335 3,564
Reclassification (175)
Purchases and expansions 482
Disposals and divestments (13)
Share in result of associates 31 251
Revaluations 276 308
Dividend received (257)

Balance as at 31 December 4,467 4,335

2 Intangible fixed assets

In € millions 2010 2009

Goodwill 369 369
Software 12 7
Value of Business Acquired (VOBA) 39 42

Total 420 418

In € millions Goodwill Software VOBA Total
2010 2009 2010 2009 2010 2009 2010 2009

Accumulated acquisition costs 369 369 12 7 46 46 427 422
Accumulated amortisation and
impairments (7) (4) (7) (4)

Balance as at 31 December 369 369 12 7 39 42 420 418

Movements

Balance as at 1 January 369 369 7 3 42 46 418 418
Investments 5 4 5 4
Depreciation (3) (4) (3) (4)

Balance as at 31 December 369 369 12 7 39 42 420 418
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3 Property and equipment

In € millions 2010 2009

Land and buildings 3 1
IT equipment 6 11
Other assets 18 26

Total 27 38

In € millions Land and
buildings

IT equipment Other assets Total

2010 2009 2010 2009 2010 2009 2010 2009

Accumulated acquisition costs 5 5 39 39 64 63 108 107
Accumulated revaluations
Accumulated amortisation and
impairments (2) (4) (33) (28) (46) (37) (81) (69)

Balance as at 31 December 3 1 6 11 18 26 27 38

Movements

Balance as at 1 January 1 4 11 14 26 27 38 45
Reclassifications (1) (4) 1 4
Investments 3 1 4 3 5
Depreciation (5) (7) (9) (7) (14) (14)
Other movements 2 2

Balance as at 31 December 3 1 6 11 18 26 27 38

4 Investments

Investments: overview
In € millions 2010 2009

Available for sale 4 4
Loans and receivables 859 196

Total 863 200

Investments: available for sale
The investments available for sale pertain to shares and similar investments that are not listed.
In € millions 2010 2009

Movements

Balance as at 1 January 4 3
Purchases and advances 1
Disposals and redemptions

Balance as at 31 December 4 4
Investments: loans and receivables

In € millions 2010 2009
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Private loans 858 195
Corporate loans 1 1

Total 859 196

The private loans comprise loans and advances to group companies in the amount of € 116 million (2009: € 135
million).

In € millions 2010 2009

Movements

Balance as at 1 January 196 663
Merger
Advances 1,100 68
Changes in the composition of group companies
Redemptions (437) (535)
Other movements

Balance as at 31 December 859 196

5 Other assets

In € millions 2010 2009

Loans and advances to group companies 3,066 1,160
Other loans and advances 7 4
Accrued assets:
Accrued interest 8 6
Other accrued assets 21 26

Total 3,102 1,196

An amount of € 6 million (2009: € 6 million) of the accrued interest relates to interest yet to be received on
loans provided to group companies.

6 Cash and cash equivalents

In € millions 2010 2009

Short term bank balances 14 25
Short term bank balances at group companies 3 4

Total 17 29
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Liabilities

7 Equity

In € millions Is
su
ed

ca
pi
ta
l

Sh
ar
e
pr
em

iu
m

re
se
rv
e

Pr
of
it
sh
ar
in
g
re
se
rv
e
as
so
ci
at
es

St
at
ut
or
y
re
se
rv
es

as
so
ci
at
es

O
th
er

re
se
rv
es

Re
ta
in
ed

ea
rn
in
gs

Sh
ar
eh

ol
de

rs
’e
qu

ity

Se
cu
ri
tie

s
ca
pi
ta
l

Balance as at 1 January 2010 1,730 36 671 (64) 189 2,562 725

Transfer of retained earnings 2009 196 (196)
Transfer of coupon paid on
securities capital 2009 (7) 7

189 (189)

Unrealised revaluations from cash
flow hedges 22 22
Deferred interest income from
cash flow hedges (2) (2)
Revaluations 308 308
Impairments (12) (12)
Realised revaluations through
profit or loss (140) (140)
Change in profit sharing reserve 40 (67) 27
Other movements 18 (17) 1

Amounts charged directly to total
equity 40 127 10 177
Net result 2010 277 277

Total result 2010 40 127 10 277 454

Total changes in equity 2010 40 127 199 88 454

Balance as at 31 December 2010 1,730 76 798 135 277 3,016 725
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Balance as at 1 January 2009 1,833 9 332 544 (550) 2,168 975

Transfer of retained earnings 2008 (550) 550

Unrealised revaluations from cash
flow hedges (19) (19)
Deferred interest income from
cash flow hedges 2 2
Revaluations 339 339
Impairments (14) (14)
Realised revaluations through
profit or loss
Change in profit sharing reserve 27 (27)
Other movements 58 (58)

Amounts charged directly to total
equity 27 339 (58) 308
Net result 2009 196 196

Total result 2009 27 339 (58) 196 504

Paid in share premium 107 107
Securities issue (210) (210)
Repurchase of securities (250)
Coupon paid on securities (7) (7)

Transactions with shareholders
and securityholders (103) (7) (110) (250)

Total changes in equity 2009 (103) 27 339 (608) 739 394 (250)

Balance as at 31 December 2009 1,730 36 671 (64) 189 2,562 725

8 Subordinated debt

The subordinated debt relates to private loans provided by group companies of SNS REAAL, with a term to
maturity of more than 5 years. The average effective interest rate is 7.0% (2009: 7.0%).

9 Other provisions

In € millions 2010 2009
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Restructuring provision 24 19
Other provisions 1

Total 24 20

10 Amounts due to customers

The amounts due to customers relate to private loans provided by group companies of SNS REAAL, with a term
to maturity of more than 5 years. The private loans have an average interest rate of 3.0% (2009: 3.0%).

11 Amounts due to banks

In € millions 2010 2009

Due on demand 990 584
Other

Total 990 584

The amounts due on demand to credit institutions must be paid to group companies.

12 Corporate income tax

The corporate income tax relates to claims or debts on account of corporate income tax and dividend tax.

13 Other liabilities

In € millions 2010 2009

Amounts due to group companies 2,297 1,305
Other liabilities 8 14
Accrued liabilities:
Accrued interest 25 23
Other accrued liabilities 7 7

Total 2,337 1,349

The 1 month EURIBOR interest rate is charged on the amounts due to group companies. The accrued interest
relates to the interest yet to be paid on loans with group companies.
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Off balance sheet commitments

Tax group for corporate income tax purposes
As from 1 January 2003, REAAL and a large number of its associates are part of the tax group SNS REAAL. As a
result, the company is jointly and severally liable for the corporate income tax owed by this tax group. The tax
amounts of all of REAAL’s associates belonging to the tax group are included in REAAL and set off against the
relevant companies.

Guarantees
REAAL has provided 403 statements for its principal subsidiaries, with the exception of SNS Verzekeringen B.V.,
for which such a guarantee has been provided by SNS REAAL.
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Notes to the consolidated income statement

Audit fees

Pursuant to Book 2, Section 382A (3) of the Dutch Civil Code, reference is made to the financial statements
2010 of SNS REAAL N.V. for an overview of the audit fees charged by KPMG Accountants N.V. and other KPMG
companies in 2009.
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Principal subsidiaries and other capital interests

Overview of principal subsidiaries

An overview is provided below of the main subsidiaries of REAAL. Participation in the subsidiaries is 100%.

SRLEV N.V. Alkmaar
REAAL Schadeverzekeringen N.V. Zoetermeer
Proteq Levensverzekeringen N.V. Alkmaar
Proteq Schadeverzekeringen N.V. Alkmaar
REAAL Reassurantie S.A. Luxembourg
DBV Finance B.V. Zeist
SNS Verzekeringen B.V. Zoetermeer
RM B.V. Utrecht

Other capital interests

For information on the most significant other capital interests, please refer to the notes to the consolidated
balance sheet in the section on investments in associates.

Miscellaneous

The overview referred to in Book 2, Sections 379 and 414 of the Dutch Civil Code has been filed with the Trade
Register of the Chamber of Commerce of Utrecht.

Utrecht, 19 May 2011

Supervisory Board Management Board

R. Zwartendijk (chairman) M.W.J. Hinssen
P. Overmars (vice chairman) F.K.V. Lamp
C.M. Insinger W.H. Steenpoorte
R.J. van de Kraats M.J.P. Edixhoven
J.E. Lagerweij D.J. Okhuijsen
J.A. Nijhuis
H.W.P.M.A. Verhagen
L.J. Wijngaarden
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Other information

Provisions regarding profit or loss appropriation

Article 33. Profit and loss. General

33.1 The profit is at the disposal of the shareholders.
33.2 The company may only make distributions to the shareholder and other persons entitled to

distributable profits to the extent that its shareholders’ equity exceeds the sum of the issued capital
plus the reserves that must be retained by law.

33.3 Profits are only distributed after the adoption of the annual accounts evidencing that such distribution
is permissible.

Article 34. Profit and loss; distributions

34.1 Dividends will become payable within fourteen days after adoption, unless the General Meeting of
Shareholders determines another date on the proposal of the Management Board.

34.2 Dividends that are not received within five years of their becoming payable will fall to the company.
34.3 If the General Meeting of Shareholders so determines on the proposal of the Management Board, an

interim dividend will be distributed, including an interim distribution of reserves, provided this is done
with due observance of the provisions in Book 2, Section 105 (4) of the Dutch Civil Code.

34.4 A deficit may only be offset against the statutory reserves to the extent this is allowed by law.

Proposed appropriation of result

Anticipating the resolution of the General Meeting of Shareholders, the Management Board proposes to credit
the net profit attributable to shareholders and securityholders for 2010 in the amount of € 277 million to the
other reserves of the company.



mentioned in the following independent auditor’s report dated 19 May 2011, is not applicable. 

Independent auditor’s report 
To the Annual General Meeting of Shareholders of REAAL N.V. 

Report on the financial statements 
We have audited the accompanying financial statements 2010 of REAAL N.V. in Utrecht. The 
financial statements consist of the consolidated financial statements and the company financial 
statements. The consolidated financial statements comprise the consolidated balance sheet as at 
31 December 2010, the consolidated statement of income, comprehensive income, changes in
equity and cash flows for 2010, and the notes, comprising a summary of the significant 
accounting policies and other explanatory information. The company financial statements 
comprise the company balance sheet as at 31 December 2010, the company income statement 
for 2010 and the notes, comprising a summary of the accounting principles used and other 
explanatory information. 

Management’s responsibility 

Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with International Financial Reporting Standards as adopted by the 
European Union and with Part 9 of Book 2 of the Netherlands Civil Code, and for the 
preparation of the management board report, in accordance with Part 9 of Book 2 of the 
Netherlands Civil Code. Furthermore, management is responsible for such internal control as it 
determines is necessary to enable the preparation of the financial statements that are free from 
material misstatement, whether due to fraud or error.

Auditor’s responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing. 
This requires that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 

KPMG Accountants N.V., registered with the trade register in the Netherlands 
under number 33263683, is a subsidiary of KPMG Europe LLP and a member firm
of the KPMG network of independent member firms affiliated with KPMG
International Cooperative (‘KPMG International’), a Swiss entity.

For the purpose of this Prospectus the report on other legal and regulatory requirements, as 



2

financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion.

Opinion with respect to the consolidated financial statements 

In our opinion, the consolidated financial statements give a true and fair view of the financial 
position of REAAL N.V. as at 31 December 2010 and of its result and its cash flows for the 
year then ended in accordance with International Financial Reporting Standards as adopted by 
the European Union and with Part 9 of Book 2 of the Netherlands Civil Code. 

Opinion with respect to the company financial statements 

In our opinion, the company financial statements give a true and fair view of the financial 
position of REAAL N.V. as at 31 December 2010 and of its result for the year then ended in 
accordance with Part 9 of Book 2 of the Netherlands Civil Code. 

Report on other legal and regulatory requirements
Pursuant to the legal requirements under Section 2:393 sub 5 at e and f of the Netherlands Civil 
Code, we have no deficiencies to report as a result of our examination whether the management 
board report, to the extent we can assess, has been prepared in accordance with Part 9 of Book 2 
of this Code, and if the information as required under Section 2:392 sub 1 at b - h has been 
annexed. Further, we report that the management board report, to the extent we can assess, is 
consistent with the financial statements as required by Section 2:391 sub 4 of the Netherlands 
Civil Code. 

De Meern, 19 May 2011 

KPMG ACCOUNTANTS N.V. 

W. Teeuwissen RA
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