
directly to the CFO of SNS Bank. Special Credits department Business and Special Credits
department Retail are also part of the Credit Risk Management department. Credit Risk
Management’s main responsibilities are to:

Analyse the SME credit recommendations and advise the responsible officer or Credit
Committee

Administer and manage the loan facilities and collateral for SME credit

Manage and settle retail and SME loans

Prepare and establish SME credit policy and the related communication

Prepare operational management reports on credit management (CRM Management
Information System)

In 2006, the debt management (arrears) of the front office organisation was brought under
Special Credits department. Clients are contacted by telephone in order of urgency, based on the
risk of default and the loss in case of default.

To SNS Property Finance, credit risk management is crucial, given the relatively large amount of
the loans involved. SNS Property Finance has an approval system in place with four levels: tied to
(deputy) directors in a business unit, risk committees in the business units of SNS Property
Finance, the risk committee of SNS Property Finance, and the statement of no-objections of the
Credit Committee of the Supervisory Board.

Finance proposals (other than financing below €1 million) are subject to a written analysis by Risk
Management. Risk Management SNS Property Finance is independently organised and provides
an objective opinion on the finance proposal.

Risk decisions, which include but are not limited to entering into joint ventures or other forms of
participation, such as equity, mezzanine or participation finance, are always submitted to the
Risk Committee SNS Property Finance, which is the highest level.

The director of Balance Sheet and Risk Management reports directly to the CFO.

Internal Control
The Internal Control departments of SNS REAAL, SNS Bank and REAAL Verzekeringen audit the
effectiveness of the control measures in the procedures on behalf of line management. Their
findings are ‘weighted’ against the uniform standard, generating adequate management
information in relation to the organisational and process goals.

Internal Audit (IA)
Internal Audit conducts audits for the benefit of the Executive Board and both management
boards of the business units with regard to the effectiveness and efficiency of the internal risk
management and control system, the effectiveness of the related processing systems and the
reliability of management information.

Internal Audit evaluates the structure of the control procedures and reports its findings to the
Executive Board and both management boards. The Audit Committee and the Supervisory Board
are also informed about the main findings on the quality of the risk management processes by
the Executive Board.

Internal Audit reports directly to the chairman of the Executive Board. In this way, the
department is able to perform its activities independently of the business units and the
departments of SNS REAAL. In exceptional cases, the director of Internal Audit may contact the
chairman of the Audit Committee and the chairman of the Supervisory Board directly.

Internal Audit reports the findings of its audit to the director responsible within the
management board of the business unit; the Executive Board receives a summary of the report. If
the results of the audit warrant it, they are shared with the Executive Board. Summaries, by
means of quarterly reports, are provided via the management boards of the business units to the
Executive Board and subsequently the Audit Committee. The functional coordination between
the Internal Audit and Internal Control departments of the Bank, Insurer and Group was
strengthened in the year under review.
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Risk classification
SNS REAAL distinguishes the following risk categories for SNS REAAL’s net asset value, profits
and/or business continuity: strategic risk, market risk, credit risk, underwriting risk, liquidity risk,
operational risk and integrity risk. For a description of the risk categories, see “Risk Categories”
and “Risk Management”.

Activities regarding structural value creation
SNS REAAL distinguishes capital management, pricing and portfolio management as activities
that contribute to value creation.

Capital management
SNS REAAL’s capitalisation policy focuses on the optimisation of the capital structure in line with
achieving the strategic goals of the company. SNS REAAL’s initial public offering increased its
strategic flexibility and access to the capital markets. The capital structure is aimed at generating
an average earnings growth rate of 10% per share and return on equity in excess of 15%, while
satisfying the requirements of DNB, EU legislation, rating agencies and the internal requirements
with respect to capital adequacy.

The following table show SNS REAAL’s solvency standards.

Entity Standard Internal standard

SNS REAAL Double leverage < 115%
REAAL Verzekeringen Double leverage < 115%

EU-norm life > 150%
EU-norm non-life > 200%

SNS Bank BIS-ratio > 11%
Tier 1-ratio > 8%
Core capital-ratio > 6%

SNS Bank strives for solvency standards as described in the table ‘Solvency standards’ above. SNS
REAAL applies a 115% ceiling for its double leverage. This standard limits the degree to which
debt raised by the group can be passed on to subsidiaries as shareholders’ equity. The investment
of the ratio over the past years is presented in the following diagram.

Double leverage SNS REAAL
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In assessing capital adequacy, SNS REAAL increasingly takes into account the economic risks of
the underlying activities. These are assessed using ‘economic capital’ and ‘stress tests’.

The capitalisation mix -- the mix of shareholders’ equity, subordinated loans and debt forms -- is
determined by the goal of maintaining a single A-rating.
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The capital management framework of SNS REAAL can be summarised as shown in the following
diagram.

Required economic
capital Stress tests

Quality Control

Capital
Management

The economic capital requirements are estimated as accurately as possible, without an increment
for prudence. Stress tests are performed every year to ensure that the economic capital is
adequate in stress situations. In the stress test for SNS Bank, carried out in 2005 and 2006, the
losses in various stress scenarios were covered by the one year profit.

To assess the quality of capital management, the economic capital requirements are measured
against the available capital. If necessary, measures are taken.

In its capital management process, SNS REAAL prepares operational plans each year with a three-
year horizon. A capital management plan is then prepared that covers the same period, 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 risk and to increase the available capital are
used for capital management. SNS Bank’s and REAAL Verzekeringen’s capital is a mixture of
various kinds of capital, with the emphasis on shareholders’ equity. Different bandwidths are
applied per entity for the other classes of capital. The Executive Board has decided in 2007 to aim
at a capital mix for REAAL Verzekeringen of approximately 85% in shareholders’ equity and 15%
subordinated debt. SNS REAAL is more than capable of capitalising its own organic growth in the
coming years. Since the initial public offering, SNS REAAL has had an open capital structure and
in principle has capitalised its subsidiaries strictly according to internal and external solvency
standards. That way, the group can manage any surplus capital efficiently.

Each month, SNS Bank makes a 12-month rolling forecast for its capital requirements. The
monitoring makes it possible to take additional measures if necessary, such as securitisation or
raising subordinated loans. For example, an additional mortgage loan securitisation was carried
out for the acquisition of Bouwfonds Property Finance in order to stay within the capital ratios
after the takeover. SNS Bank has excellent access to the financial markets.

Economic capital
SNS REAAL’s economic capital requirement reflects the Company’s risk profile as accurately as
possible. For SNS Bank, the economic capital framework is part of the ICAAP (Internal Capital
Adequacy Assessment process). As part of the Supervisory Review Process under Basel II/Pillar II it
is up to banks themselves to determine the amount of capital required. In the context of Solvency
II, REAAL Verzekeringen participated in the quantitative impact studies QIS1 and QIS2. These
studies were initiated by the CEIOPS (Committee of European Insurance and Occupational
Pensions Supervisors). Solvency II has been embedded in existing programmes at SNS REAAL. SNS
REAAL describes the economic capital requirement as the capital necessary to cover the economic
risks of all activities within a period of one year. A 99.96% confidence level is applied.

SNS REAAL is constantly improving and fine-tuning its internal economic capital models.

For the internal economic capital framework of SNS REAAL, the required economic capital for
SNS Bank and REAAL Verzekeringen on a stand-alone basis (including diversification effects
within SNS Bank and REAAL Verzekeringen, but excluding the diversification effects between
bank and insurer) is compared with the current regulatory capital, including all eligible elements
from the capitalisation mix, which consists of shareholders’ equity, subordinated loans and other
forms of capital. Conditions set by the supervisory authorities and rating agencies for the
composition of the capitalisation mix need to be met. This is in line with conditions set by Basel II
for available capital and the first guidelines from Solvency II (‘Issues paper Eligible Capital
Element’, published by the European Commission in October 2006).

For its well-diversified retail portfolio, SNS Bank can suffice with holding much less capital
according to economic principles than according to the capital requirements of the supervisory
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authority. However, the diversification across risk categories may prove lacking in stress scenarios,
because of the 99.96% confidence level that is applied in the internal economic capital
framework of SNS REAAL. This is taken into account in the qualitative assessment of the capital
adequacy of SNS REAAL. Under Basel II, this qualitative assessment will be reflected by a capital
requirement under Pillar II, hence explaining the large difference between the economic capital
requirement (the most accurate assessment possible) and the regulatory capital in place at, in
particular, SNS Bank. SNS REAAL also benefits from a natural hedge between the ALM positions
in its banking and insurance operations. This reduces the economic capital requirement at group
level in comparison with the regulatory capital requirement, which takes no account of this.

In the calculation of economic capital, account is taken of diversification effects, both between
risk categories and product groups. The reason for these diversification effects is that not all risks
are perfectly correlated. In the calculation of the stand-alone economic capital at SNS Bank and
REAAL Verzekeringen, no account is taken of diversification between banking and insurance
operations.

The developments in the risk profile have impacted on the economic capital requirement:

Increase of economic capital requirement SNS Bank in connection with the acquisition of
Bouwfonds Property Finance

SNS Bank’s ALM position has decreased, in line with the lower interest rate exposure

The economic capital requirement of REAAL Verzekeringen fell due to a rate hike at the
end of 2006, which reduced the value of the guarantees in the insurance obligations

The graph below compares the required economic capital with the required and available
regulatory capital. SNS REAAL improves its internal economic capital models on an ongoing basis,
which is why these figures are only indicative as regards the risk profile, and thus as regards the
economic capital of SNS REAAL. To provide more insight into the group’s risk profile, the second
graph below shows a breakdown of the economic capital requirement per risk category.
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Market risk 
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Credit risk SNS PF

Strategic risk

Operational risk

Insurance risk on insurance contracts Life

Insurance risk on insurance contracts Non-life

SNS Property Finance is integrated in the year-end economic capital figures as follows: The credit
risk of SNS Bank excluding SNS Property Finance and the credit risk of SNS Property Finance are
added together. Then diversification is assessed for all risk types, including ALM and market risk.
SNS Property Finance is integrated in the ALM-economic capital.

By making the trade-off between capital requirements and profit, the appropriate risk return
decisions are being made. The economic capital model makes risk attribution to products and risk
types transparent and manageable and hence increases the insight in the risk profile of the
company.

Economic capital by type of risk SNS Bank 2006
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Economic capital by type of risk REAAL Verzekeringen 2006
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The conclusion on the basis of the economic capital figures is that SNS REAAL is soundly
capitalised. The capital base, in combination with the initial public offering, provides a solid
foundation for achieving growth both organically and by means of acquisitions.

Pricing
SNS REAAL considers disciplined, well-founded and uniform pricing in the market to be a
cornerstone of structural value creation in the long-term. SNS REAAL’s policy in this regard has
contributed significantly to its success in recent years. Expected risk and capitalisation costs are
important building blocks in this respect. Examples of risks that are taken into account when
setting client rates include credit risk for mortgages, mortality risk for life insurance contracts and
uncertainties about policyholder or mortgage customer behaviour.

Since the anticipated risks as well as capital and organisational costs are accounted for in pricing,
SNS REAAL can analyse which elements have a positive or negative impact on results. On the
basis of the most recent figures, SNS REAAL can subsequently revise client rates, which lowers the
risk of offering unprofitable products for a longer period. Actual client rates are set on the basis
of advice from the bank’s and insurer’s Price Risk Committees. Apart from theoretical rates,
market conditions, volume targets, required return and room for special offers are also taken
into account.

Portfolio management
Portfolio management is an important tool for analysing structural value creation in the long-
term and reducing risks. SNS REAAL continuously evaluates whether the return generated by its
product lines and business units merits the related risks and capital utilisation. SNS REAAL also
links its results to its economic capital and reviews the risk/return ratio of each business unit. The
acquisition of Nieuwe Hollandse Lloyd (non-life insurance) in the second half of 2005 and
Bouwfonds Property Finance in 2006 and the cooperation with Goudse Verzekeringen
(absenteeism insurance) that was started in 2006 helped to diversify the product portfolio.

The ALM position in SNS REAAL’s banking and insurance operations is also evaluated in the
context of portfolio management. As a result, SNS REAAL has decided to marginally expand
REAAL Verzekeringen’s position in equities while covering the downside risk. Both REAAL
Verzekeringen and SNS Bank have taken the rising trend in long-term interest rates into account
when managing their interest rate positions. The diversification benefit between the ALM
position of SNS Bank and REAAL Verzekeringen decreases due to the low interest rate position of
SNS Bank. Under the ALM plan, a more efficient strategic portfolio for REAAL Verzekeringen has
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been configured in 2007. This portfolio has an improved trade-off between Value-at-Risk and the
expected return on the net asset value of the company. This portfolio will be further
implemented in 2007.

Risk categories and risk management
SNS REAAL’s activities carry various kinds of risk that are inherent to conducting an
entrepreneurial business. Risk management at SNS REAAL is aimed at identifying, analysing and
limiting these risks while using opportunities within the strategic objectives. In doing so, SNS
REAAL strives to optimise the risk-return ratio.

Strategic risk
Strategic risk is the risk of not achieving goals because there was no or insufficient response to
changes in external factors. Possible causes are insufficient efforts to promote core products, a
drop in demand for core products, tougher competition or new regulations.

SNS REAAL records its strategy in a long-term plan. This strategy is revised each year in a process
that includes identifying the strategic risks by means of a strategic risk analysis. Implementation
of this strategy is closely monitored and frequently reported on.

Market risk
Market risk is the risk of market prices changing to such an extent that they have negative
consequences for the company’s results and/or net asset value. Market prices include interest
rates, equity prices and exchange rates.

Market risk profile
Fluctuations in the financial markets -- interest rates, slope of the yield curve, equity and bond
prices, real estate prices, exchange rates -- have an impact on SNS REAAL’s profit and net asset
value. The degree of fluctuation is quantified in the market/ALM risk category. Interest rate risk
is a main source of risk in SNS REAAL’s moderate risk profile. Interest rate risk appears due to the
mismatch between asset and liabilities on the balance sheet of SNS REAAL. In a going-concern
situation the assets on the bank’s balance sheet have a longer duration than the liabilities, while
the opposite is true for the insurer’s balance sheet. Given its balance sheet structure, SNS Bank
usually benefits from a decline in interest rates and REAAL Verzekeringen from an increase. The
opposite interest rate positions at REAAL Verzekeringen and SNS Bank creates a natural hedge
within SNS REAAL from a market-to-market perspective.

Market risk -- SNS Bank’s bank book
As the yield curve in 2006 continued to flatten, in combination with rising short-term interest
rates, the interest rate position was further reduced. SNS Bank’s exposure to further short-term
interest rate hikes was thereby likewise reduced. The ALM position decreased caused by the
flattening yield curve and reduced positions. This adjustment did improve the ALM results for the
second half of the year compared to the first half. In the last quarter of 2006 the duration of
equity was managed between 3 and 4.

Market risk -- SNS Bank’s trading book
SNS Bank runs only a limited market risk with its trading book. This risk is calculated on a daily
basis and managed via a system of limits. The framework for Value at Risk and stress limits for
extreme circumstances also functioned well in 2006. The utilisation rate for both limits was low
throughout 2006. The Value at Risk method consists of scenario (Monte Carlo) analyses and stress
tests. The underlying scenarios are benchmarked using historical data.

The economic capital requirement for the trading book in 2006 amounted to less than 1% of SNS
REAAL’s total economic capital consumption.

Market risk -- REAAL Verzekeringen
When changes occur in the financial markets, REAAL Verzekeringen is exposed to market risk if
changes in the value of investments (equities, real estate, fixed-income) do not keep pace with
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the value of its liabilities. The ALM risk is reported on a regular basis. The risk is quantified by
ALM-Economic Capital, duration and sensitivity analyses. As do most insurers, REAAL
Verzekeringen is benefiting from high and rising interest rates. Given the rising interest rates in
2006, REAAL Verzekeringen aimed for a relatively large interest rate position, and benefited
from increasing interest rates, as evidenced by the higher net asset value.

Investment policy
The market risk represents a large proportion of the total economic capital of SNS REAAL, SNS
Bank and REAAL Verzekeringen. REAAL Verzekeringen addresses this risk through the ALM plan.
This plan sets out the strategic investment portfolio for REAAL Verzekeringen. The strategic
investment portfolio makes a trade-off in terms of risk-return and takes into account internal
and external constraints related to solvency and result on investments. In 2006, the efficiency of
the portfolio was further improved, resulting in a higher expected return on the net asset value
at the same or lower Value-at-Risk. The investment portfolio is well-diversified across regions,
industries and companies. SNS Bank revises its interest rate position every month on the basis of
risk profile and interest rate expectations.

At the start of 2006, REAAL Verzekeringen raised its equity weighting in the investment portfolio
by 5%. The downside risk of the expansion has been hedged.

Credit risk
Credit risk is the risk of a debtor defaulting in whole or in part, or of its position deteriorating
such that it has a negative impact on the company’s results or net asset value.

Credit risk profile SNS REAAL
SNS REAAL recognises various types of credit risk. Mortgages, with a 80% share in terms of
exposure, are by far the most important. The risk profile of this credit portfolio is very low.
Duties, powers and responsibilities are determined for staff and committees with stepped
decision-making powers per credit risk category. These are set out in the policy documents for
each credit risk category.

Insurance risk
This is the risk that the size and timing of cash outflows in connection with mortality, disability,
non-life claims or insurance behaviour falls short of expectations. REAAL Verzekeringen’s
portfolio has a low risk profile. The portfolio is well-diversified and both the life and non-life
insurance activities are focussed on the retail and SME markets in the Netherlands.

Liquidity risk
Liquidity risk is the risk that funding, cash and cash equivalents are completely or partly
unavailable to such an extent that the group cannot meet its short-term financial obligations.
SNS REAAL pays ample attention to the management of liquidity risk to ensure the group has
sufficient reserves at its disposal and always remains able to meet its financial obligations.

Liquidity risk is especially important for SNS Bank, the largest borrower within SNS REAAL. SNS
Bank has a broad investor base, an extensive range of financing instruments and wide access to
the international money and capital markets. In 2006, SNS Bank again combined good access to
the financial markets with a stable and low credit spread. The maturity of the financing was as
long as possible in 2006, as in 2005. In this context, the organisation benefited from the
historically low credit spreads. SNS Bank has the lowest funding costs of all European single A
banks. This reflects SNS Bank’s successful market relationships and the low risk profile as
perceived by the market. In the second half of 2006 and in the run-up to finalising the purchase
of SNS Property Finance, SNS Bank temporarily built up an ample liquidity position.

Operational risk
Operational risk is the risk of incurring losses on account of inadequate or failing internal
processes or systems, through insufficient, negligent or criminal behaviour or due to external
events. SNS REAAL sees operational risk as an integrated part of the line responsibility of each
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manager, who is supported to this end by specialised group departments. The reduction of
operational risk was an explicit goal in the context of risk assessment for corporate governance.
These assessments have enhanced the picture of the measures taken to manage risks and at the
same time have improved the consistency of these measures.

The definitions and the framework for operational risk management are not only based on the
Basel II guidelines for organisations with a standardised approach to the calculation of economic
capital, but are also based on the conditions set by the Code.

To ensure continuity of business processes, the most important systems and data files are
recorded in duplicate and the data are copied to two physically separate locations. This reduces
the probability of SNS REAAL not being able to provide service in the event of a calamity.

Conduct of business risk
Within the SNS REAAL conceptual framework of risk types, conduct of business risk is defined as
the risk that laws, regulations, internal codes or conduct of business rules are violated.

Financial institutions have an important role in society. SNS REAAL has taken measures to meet this
responsibility. SNS REAAL adopted a number of specific measures to manage the risks associated
with non-compliance with laws and regulations applicable to it and internal guidelines. SNS REAAL
recognises that conduct of business risk cannot only be managed by operational systems or by
imposing rules or codes of conduct on employees; this risk is also managed, and, when necessary,
enforced, by promoting an atmosphere in which integrity is natural.

SNS REAAL applies specific measures on three main topics in order to deal with conduct of
business risk:

duty of care

integrity

laws and regulations

Duty of care
Measures in relation to duty of care are intended to safeguard compliance by SNS REAAL with
the written and unwritten standards to be taken into account by a financial institution when
serving a customer. A significant measure which has been implemented is the identification of
the relevant duties of care when developing a new product or service and to embed these duties
into the operational processes related to the development, distribution and sale of such product
or service. As a result thereof, compliance with duty of care requirements will be less dependent
on circumstances and individuals. Furthermore, SNS REAAL has a procedure for checking new
products, services, advertisements and conditions, among other things by the Legal Affairs
department, before they are offered to the public.

Integrity
Integrity risk is the risk that rules governing integrity in conduct, internal standards, the duty of
care and legislation and regulations are not adequately observed. SNS REAAL views integrity as
the quality of the moral judgments it makes in relation to its customers and stakeholders. SNS
REAAL says what it does, and does what it says, and puts ethical considerations first when taking
responsibility for its actions. In SNS REAAL’s corporate culture, its views on acting with integrity
are key.

SNS REAAL distinguishes four pillars in its integrity risk management policy: integrity among
staff, of products, customers and business partners (such as intermediaries and suppliers).
Managing these types of risk is largely tied up with SNS REAAL’s way of working and corporate
culture.

Laws and regulations
In order to timely and effectively implement new legislation in SNS REAAL’s operations, the Legal
Affairs department ensures that new legislation is timely identified. A member of management is
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assigned responsibility for the implementation of such new legislation. The Executive Board or
the Board of SNS Bank and/or REAAL Verzekeringen, as applicable, are informed periodically on
the progress, and intervene when necessary.

With regard to intermediaries, before REAAL Verzekeringen and SNS Bank conclude an
agreement to appoint an intermediary, the intermediary is required to provide various details,
including a copy of proof of registration in the AFM register. REAAL Verzekeringen also requires
that the intermediary is registered with the Insurance Complaints Institute (Klachteninstituut
Verzekeringen). SNS Bank conducts an integrity investigation through its Security department,
which inspects various registers. REAAL Verzekeringen also undertakes an inspection of registers.
If these investigations and inspections are negative, the intermediary is not appointed. A
periodical check is done to verify that the intermediary is still registered in the AFM register.

Framework for business control
SNS REAAL’s entrepreneurial conduct of business is a cornerstone for its the long-term success. It
is expressed in the mission statement as well as the strategic and financial objectives of SNS
REAAL, which jointly form the guiding principles in managing the organisation. The Executive
Board is responsible for the group’s overall business management. The management boards of
the business units are responsible for the day-to-day business management within the policy
frameworks established by the Executive Board. They endeavour to combine good
entrepreneurship, which requires risk-taking, with risk management. In other words, responsible,
i.e. controlled entrepreneurship requires good risk management of activities and processes at
each level in the organisation. That structure is also described earlier in this section.

The management boards of the business units carry primary responsibility for risk management.
The second line of risk management is formed by several group staff departments that advise line
management on policy and standards, monitor positions and conduct audits on behalf of
management. The third and final line of risk management is the independent, internal audit
department. This structure is described earlier in this section.
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The manner in which internal control and policy frameworks function has been outlined in a
framework for Business Control developed by SNS REAAL. Comparable to the COSO Enterprise
Risk Management system, its point of departure is that entrepreneurship should be tied to a high
level of risk awareness. This is the basis for controlling risk management processes in areas like
strategy, operations, integrity (including compliance) and financial reporting. The graph below
shows how this is done, the tools used, and how SNS REAAL ensures at each level that the
activities are performed within the prescribed frameworks and are accounted for.

Assigning accountability

Strategic
Executive Board provides direction and
creates frameworks and conditions
 Main business units develop
frameworks and provide support
 Supervisory Board monitors

Management is given overall
responsibility and can be held
accountable

Management manages own areas
Business units (central and local)
offer support per funtion area
at the request of management

Risk analysis
Internal control investigation
Safety Investigation
Credit risk management
Compliance investigation
Audit reports
Other reports

Management reports
Quarterly reports business
units
Quarterly reports audit
Risk reports

 Annual Report
Executive
Board Risks
reports

Tactical

Operational
Balanced Business
Scorecard
Administrative
Organisation
Performance and
Competence
Assessment

Business plans
Control objectives
Risk analysis

Strategic goals and plan
Strategic risk analysis
Executive Board framework
Policy framework

Rendering accountability

This framework was strengthened in 2006 by further embedding the risk policy in the
operational processes. In that regard the formulation of the control objectives is important.
These objectives are determined on the basis of the strategy, risk policy, legislation and
regulations, and best practices. Key risk indicators are measured, assessed and discussed
frequently. This area is one of the major responsibilities of the risk policy committees of the
group and the business units.

SNS REAAL operates in several financial markets and is thus exposed to movement and change in
the factors, such as interest rates, capital markets and actuarial assumptions. This may lead to
volatility of the financial results, which may be increased by the IFRS rules. Such volatility may
also be caused by operational activities and business unit control. SNS REAAL’s risk management
system has been structured to address these risks accordingly.

In 2006, the business units conducted a systematic and extensive risk identification and measuring
exercise and, where necessary, made improvements to the checks and controls. These analyses
were conducted by management after having been set up jointly with senior management. In
this, they were supported by specialists from the relevant staff departments. Improvement
measures were formulated and scheduled. The periodic audits by the Internal Control and
Internal Audit departments provide additional insight into the current extent of risk control. All
this resulted in a process of internal risk reporting, from the management boards of the business
units to the Executive Board, which ensures transparency in terms of risks and areas for
improvement. SNS REAAL derives a reasonable degree of certainty from this structure that risks
are recognised and adequately controlled. The exercise set up in 2006 will be repeated annually,
and will focus, among other things, on changes in SNS REAAL’s operating environment and major
changes in processes. Focus areas for 2007 include:

Customer acceptance, the duty of care in respect of customers and other elements of SNS
REAAL’s integrity policy

Prospectus Public Offering 2007 SNS REAAL N.V. 161



The risk management structure of SNS Property Finance, which will be further aligned with
the risk management policy of SNS REAAL

The integration of Regio Bank, after completion of the acquisition, and the integration of
any other companies that are acquired. SNS REAAL has ample experience with integrating
acquired operations and monitoring the risks involved

Changes in legislation and regulations that require a variety of changes within SNS REAAL’s
organisation. As more and more legal and regulatory provisions become ‘principle-based’, it
becomes increasingly possible to adapt their implementation to the specific market position
and identity of SNS REAAL. Further integration into the business processes will be a point of
attention

Across the financial reporting process SNS REAAL has established a number of important control
measures and reinforced their effect. Where any such measures showed deficiencies in 2006,
additional work and control activities have been performed or measures taken to achieve the
desired level of certainty. Based on this, SNS REAAL has a reasonable degree of certainty that the
financial reporting does not contain any inaccuracies with a material impact. The financial
reporting process, including additional activities and the implementation of improvement plans,
currently gives no cause to expect that this process will not function properly in 2007.
Improvements that will be made in the course of 2007 include activities with regard to:

sustainable quality and timely availability of source data from the primary processes

administrative processing for actuarial reporting by REAAL Verzekeringen

efficiency of financial closing processes, e.g. by fine tuning the system of important controls

SNS REAAL examines the organisation of processes in a structured manner and carries out
focused improvements in the control of financial accountability. Accordingly, it is conscious of
the balance between the relative costs and benefits of risk control measures. When SNS REAAL
takes risks, it does so driven by its entrepreneurial approach to business in line with its strategy.
Consequently, the system of checks and controls SNS REAAL has in place offers a reasonable – but
not an absolute -- guarantee that there will be no human error, deliberate evasion of control
processes by employees or another persons, or overruling of control mechanisms by
management.

Organisational changes in preparation of Basel II and Solvency II
Basel II and Solvency II are regulatory regimes under development for the banking and insurance
industries.

SNS Bank is actively preparing for these new regulations. SNS Bank’s Risk Policy Committee is
responsible for implementing Basel II. Solvency II will be implemented around 2010.
Developments within Solvency II are followed in the Economic Capital programme.

The Basel II Capital Accord, signed in 2004, aims to introduce more risk-sensitive capital
requirements. These allow banks -- under strict conditions -- to use internal risk analysis systems
for calculating their minimum capital requirement. The most important aspect of Solvency II is
that risk management has to be based on the fair value of investments and liabilities.

Basel II and Solvency II are both based on risk-based supervision. These regimes fit in perfectly
with the economic capital concept, which is gaining increasing use in the financial world. SNS
REAAL is preparing for these developments. The capital that banks are required to maintain as a
buffer against unexpected losses is still based on the 1988 Basel capital accord. In September
2005, the European Parliament approved the Capital Requirement Directive, which translates the
Basel II Capital Accord into European regulations. These European regulations formed the basis
for the national legislation in the member states. The European regulations were adopted in the
Netherlands on 11 December 2006, giving it the force of law. This means that banks may adopt
Basel II from 1 January 2007 and will be required to do so from 1 January 2008.
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Development of internal risk models
With respect to credit risk, SNS Bank has decided to take the Internal Rating Based Approach
towards its main credit portfolios: mortgages, SME loans and consumer loans. To this end, SNS
Bank is or will be developing internal scoring models to determine PD (probability of default),
LGD (loss given default) and the capital requirements for credit risk. In 2006, SNS Bank started
using internal credit risk models for retail mortgages. The final transition to the internal rating
approach for retail mortgages in 2007 mentioned above will serve as an important milestone and
will enable SNS REAAL to calculate risk-sensitive capital requirements. Internal credit risk models
have also been developed within SNS Property Finance and are being used in its risk
management processes.

As part of the Basel II programme, internal rating models are also being developed for loans in
the SME segment. These models will be used in the risk management processes in 2007. Also in
2007, internal scoring models will be developed for consumer loans. An exemption from the
development of internal models has been requested from DNB for the remaining product lines.

For reasons of proportionality, SNS Bank has decided to use a standardised approach to market
risk. SNS Bank also uses the standardised approach to operational risk. While implementing this
approach, SNS REAAL aims to let its actions align as much as possible with those required to
comply with the Code. When setting up the risk assessment carried out in 2006 in connection
with the Code, the Risk Self Assessments as prescribed by Basel II have been fully taken into
account. The results of the Loss Database set up in 2005 aimed at collecting data about
operational incidents that have led to or nearly led to losses are also used for risk assessments.
This gives SNS Bank the opportunity to arrive at a more sophisticated approach, the Advanced
Measurements Approach (AMA). However, SNS Bank currently views the standardised approach
as a more appropriate and, above all, more prudent basis for calculating the capital requirement
of operational risk. Another evaluation will be carried out at the end of 2007 to determine if the
implementation of the Advanced Measurements Approach is advisable.

Aside from the minimum capital requirements based on prescribed and modelled risk weighting,
SNS Bank is also required to ensure that its other risks and its internal management satisfy the
requirements of Basel II. SNS Bank has set up a process for this purpose that it can regularly use
to test the adequacy of its capital. With a view to meeting the deadline for reporting according
to the new rules, SNS Bank is implementing a new data and reporting system. Calculations
recently made as part of Quantitative Impact Study 5 on the basis of Basel II models, and the
results from internal computations, show that the new accord does justice to SNS Bank’s
moderate risk profile.

Measures aimed at compliance
In addition to the developments mentioned above and the development and implementation of
internal credit risk models, several measures have been taken to become compliant with Basel II.
The effects of using credit risk models on mortgages, and the ways that credit risk models are
already being used, are indicated below.

Reporting on risk profile and risk policy
The results of Basel II are set out in internal risk reports and reported to the Executive Board, the
Supervisory Board and the management boards. The results of the internal risk models will be
published in the annual report and the annual accounts after DNB has given its final approval to
the internal models. Reporting was already improved in 2006 with regard to IFRS 7 regulations,
the notes on implementation of Basel II and the way in which the models will be used to manage
credit risk.
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Portfolio management and economic capital
Within portfolio management, the Basel II models have been integrated further into the work
processes, because of:

Measuring the performance of internal credit risk models is part of performance
management

Portfolios are managed partly on the basis of the outcome of internal credit risk models

Models are integrated into stress test procedures in order to determine stress scenarios on
credit losses

Credit risk models are used to calculate economic capital

Credit acceptance
The development of a new internal model for acceptance scoring was finalised in 2006. This
model will become part of the acceptance process in the first half of 2007. From that moment,
the experience scores of the credit risk models will be fully integrated into the acceptance
process. That way, the acceptance procedures that were put in place for the entire distribution
network in 2005 will be further streamlined in the front office and central mid-office.

Arrears management and special credits management
Since 2005, internal credit risk models have been used in arrears management in support of a
ranking method for adequate arrears monitoring. In 2006, the procedures in arrears
management and special credit management were optimised further in the framework of the
Mortgage Risk Management programme. This has resulted in the following improvements at SNS
Bank in 2006:

Centralisation and concentration of arrears management so that high-risk items can be
identified more quickly

More uniform and professional procedures for arrears and arrears management items

Earlier enforcement measures if clients are unable to make payment

Model validation
In 2006, a special department for model validation was set up within Balance Sheet & Risk
Management. The main focus for now will be the Basel II models that are being and will be
developed internally.

Pricing
In 2006, the departments within SNS Bank that calculate product prices were integrated into the
portfolio management department. This makes it easier to integrate the Basel II models and set
prices that are partly based on risk.

Solvency II
At the end of 2006, the Committee of European Insurance and Occupational Pensions Supervisors
(CEIOPS), the body that advises the EU in the field of insurance supervision, drew up an advisory
document for the European Parliament on Solvency II regulations after consulting with the
industry. The draft guidelines for Solvency II regulations are expected in June 2007. This is when
the Solvency II framework will take on its definite shape. The solvency models still have to be
calibrated. The supervisors will conduct a third quantitative impact study, QIS3, in April 2007. SNS
REAAL supports this approach to risk management and already uses the fair value approach for
asset & liability management.
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Supervision and Regulation
Introduction
This section constitutes a summary of the supervisory and regulatory framework relevant to SNS
REAAL. The information in this section is by no means, nor is it intended to be, an exhaustive
discussion of the subject matter thereof.

As a financial company offering banking and insurance services, SNS REAAL is primarily subject to
supervision and regulation of the banking and insurance industry. As per 1 January 2007, the
WFT took effect, replacing the majority of the existing financial regulatory regulations. Relevant
acts previously applicable to SNS REAAL’s business, and now incorporated in the WFT, are the
Dutch Banking Act, the Dutch Securities Act, the Dutch Investment Institutions Act, the Dutch
Financial Services Act and the Dutch Insurance Act.

Financial services offered by SNS REAAL are subject to supervision by DNB and by the AFM, the
two Dutch supervisory authorities for the financial markets.

Supervision

General
In short, the WFT provides for a general prohibition on offering financial services or products to
the public without a licence from the relevant supervisory authority. Such licence is granted if the
relevant (legal) person complies with various requirements as laid down in the WFT and further
regulations based on that act. In general, the licence requirements relate to, among other things:
(i) expertise and trustworthiness, (ii) financial safeguards, (iii) conduct of business, (iv) provision
of information, and (v) safeguards for the adequate supervision of compliance. Once a licence
has been granted, the relevant supervisory authorities supervise compliance with the license
requirements and various on-going requirements.

The various prohibitions and related licence requirements and the on-going supervision of
compliance with the various requirements originate from and should be considered in light of
the purpose of the WFT: to protect the public (creditors, investors, insured) and to ensure the
adequate functioning of the financial markets.

Prudential supervision and conduct of business supervision
The WFT is the result of a major reform of the system for supervision of the financial markets in
the Netherlands. The first step of this reform was completed in 2002, with the introduction of the
functional approach of financial markets supervision, which essentially vested the prudential
supervision in DNB and the conduct of business supervision in the AFM, leaving the separate sets
of legislation applicable to distinct sectors of the financial markets intact for the time being. The
Pensions and Insurance Chamber (Pensioen- en Verzekeringskamer), which used to be the
prudential supervisory authority for pension funds and insurance companies, merged into DNB in
October 2004.

Prudential supervision addresses the financial soundness of financial institutions and the
expertise and trustworthiness of management and key employees, and is thus focused on
solvency and the internal organisation of financial institutions. Conduct of business supervision
addresses orderly and transparent market operation, relations between market participants and
proper treatment of customers.

As the various individual financial institutions, such as banks, investment companies and
insurance companies, are subject to both prudential and conduct of business supervision, DNB
and the AFM entered into an agreement regarding cooperation and coordination in respect of
their respective duties (Convenant tussen de Stichting Autoriteit Financiële Markten en De
Nederlandsche Bank N.V. inzake samenwerking en coördinatie op het gebied van toezicht,
regelgeving, beleid, (inter)nationaal overleg en andere taken met een gemeenschappelijk
belang).
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Supervision and enforcement
On the one hand, the WFT allows the AFM and DNB to control and verify whether the (legal)
persons subject to their supervision comply with the applicable regulations. For example, licence
holders are required to submit periodic reports on certain issues, such as solvency reports or
liquidity reports. In addition, the licence holders are required to notify the supervisory authority
of material changes in their internal control and administrative organisation and of incidents
that may seriously damage their reputation. Furthermore, the supervisory authorities are entitled
to request information in order to exercise their supervisory duties. The persons subject to
supervision are generally required to co-operate with such request. Licence holders are also
required to perform self-assessments, and the supervisory authorities perform regular and
occasional investigations into specific issues, types of products or services or types of activities.
Also, the supervisory authorities regularly perform sector-wide investigations into the compliance
of specific regulations by the sector to which such regulations apply. (See “RISK FACTORS -- SNS
REAAL operates in an industry that is highly regulated. There could be an adverse change
in the financial services laws and/or regulations governing SNS REAAL’s business. There
are frequent investigations by supervisory authorities, both into the industry and into
SNS REAAL, which could result in governmental enforcement actions”). On the other
hand, the AFM and DNB have various powers to enforce compliance if they determine that a
violation has taken place. For example, they may order the relevant person to comply, they may
withdraw a licence, they may impose an order under incremental penalty payments (last onder
dwangsom) or they may impose an administrative fine. Furthermore, the AFM and DNB may
report violation of the relevant regulations to the Public Prosecution Service (openbaar
ministerie).

Emergencies
In addition to the supervisory powers summarised above, the WFT provides for an “emergency
regulation” (noodregeling) which can be declared at any time in respect of a bank or insurance
company by a Dutch court at the request of DNB if such bank or insurance company is in a
position which requires special measures for the protection of (the rights of) its creditors. As of
the date of the declaration of emergency, only the court-appointed administrators have the
authority to exercise the powers of the representatives of the bank or insurance company.
Furthermore, the emergency regulation provides for special measures for the protection of the
interests of the creditors of the bank or insurance company. A bank or insurance company can
also be declared bankrupt by the court.

Prudential supervision
The prudential rules included in Dutch legislation are generally based on international
regulations and legislation of the EU.

International regulation

Basel I

The Basel Committee develops international capital adequacy guidelines based on the
relationship between a bank’s capital and its credit risks. In this context, on 15 July 1988, the
Basel Committee adopted risk-based capital measurement guidelines (Basel I), which have been
implemented by banking regulators in the countries which have endorsed them. Basel I was
intended to strengthen the soundness and stability of the international banking system. Basel I
was also intended to reduce an existing source of competitive inequality among international
banking institutions by harmonising the definition of capital and the rules for the evaluation of
asset risks, and by establishing a uniform target capital base ratio (capital to risk-weighted
assets). Basel I was adopted by the European Community and applied to all banks and (similar)
financial institutions in the EU. On 1 January 1991 DNB implemented Basel I and incorporated it
into Dutch regulations.
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Basel II
The Basel II framework sets out the details for adopting more risk-sensitive minimum capital
requirements for banking institutions as opposed to Basel I. The new framework reinforces these
risk-sensitive requirements by laying out principles for banks to assess the adequacy of their
capital and for supervisors to review such assessments to ensure banks have adequate capital to
support their risks. It also seeks to strengthen market discipline by enhancing transparency in
banks’ financial reporting. Basel II will serve as the basis for national rule-making and approval
processes to continue and for banking institutions to complete their preparations for the
implementation of the new framework.

Basel II partially took effect as of 1 January 2007. As of this date, the rules governing the simple
approach to risk management are applicable. The rules governing the most advanced approaches
to risk management will take effect as of 1 January 2008, in order to allow banks and supervisors
to benefit from an additional year of impact analysis or parallel capital calculations under the
existing and new rules.

The goal for the Basel II framework is to promote the adequate capitalisation of banks and to
encourage improvements in risk management, thereby strengthening the stability of the
financial system. This goal will be accomplished through the introduction of three “pillars” that
reinforce each other and that create incentives for banks to enhance the quality of their control
processes.

Pillar I of the new capital framework revises Basel I’s guidelines by aligning the minimum capital
requirements more closely to each bank’s actual risk of economic loss. Pillar II recognises the
necessity of exercising effective supervisory review of banks’ internal assessments of their overall
risks to ensure that bank management is exercising sound judgment and has set aside adequate
capital for these risks. Pillar III leverages the ability of market discipline to motivate prudent
management by enhancing the degree of transparency in banks’ public reporting.

Instead of the current “one size fits all” approach, Basel II shall consist of three different
approaches -- simple, intermediate and advanced -- allowing banks and financial institutions to
choose the approach best suited to them. SNS REAAL intends to use the advanced approach.

In connection with the implementation of Basel II, the following directives are also implemented
in the WFT: (i) Directive 2006/48/EC of 14 June 2006, relating to the taking up and pursuit of the
business of credit institutions; and (ii) Directive 2006/49/EC of 14 June 2006, on the capital
adequacy of investment companies and credit institutions. These directives are aimed at ensuring
the coherent application throughout the EU of the new international capital requirements
framework recently agreed by the Basel Committee (Basel II). By ensuring that financial
institutions’ capital is more closely aligned with the risks they face, the new framework is
designed to enhance consumer protection, reinforce financial stability and promote the
competitiveness of the European financial sector.

Solvency I
The Solvency I project was aimed at revising and updating the EU solvency regime for insurance
companies. This project included the adoption of the Directives 2002/83/EC (life insurance) of
5 November 2002 and 2002/13/EC of 5 March 2002 (non-life insurance). These Directives focus on
improving the rules for the calculation of the solvency margin requirement for insurance
companies. The solvency margin is the minimum amount of extra capital that an insurance
company must have to fall back on in unforeseen circumstances.

National regulation
DNB exercises supervision with respect to the solvency of banks and insurance companies, the
structure of banks and insurance companies and the group to which they belong, and the
administrative organisation of banks and insurance companies. In addition, it exercises
supervision with respect to certain issues which are specific for banks or insurance companies.
Furthermore, DNB exercises prudential supervision with respect to the solvency of investment
companies.
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Solvency supervision
The WFT, the rules promulgated thereunder and DNB’s guidelines on solvency supervision
provide for rules on the amount of equity a bank or an insurance company must maintain.

In addition to the requirements which are similar for banks and insurance companies, the WFT
and DNB’s guidelines on solvency supervision in respect of banks also impose limitations on the
aggregate amount of claims (including extensions of credit) a bank may have against one debtor
or a group of related debtors.

Structure supervision
Any person is required to obtain a declaration of no-objection from the Minister of Finance (or,
in certain cases, from DNB) before it may hold, acquire or increase a qualified holding in a bank
or an insurance company, or exercise any voting power in connection with such holding. A
‘qualified holding’ is a direct or indirect holding of more than 10% of the issued share capital of
an enterprise or institution, or the ability to exercise directly or indirectly more than ten per cent
of the voting rights in an enterprise or institution, or the ability to exercise directly or indirectly a
comparable degree of control in an enterprise or institution.

In addition to the requirement of a declaration of no-objection discussed above, the WFT
provides that a bank must obtain a declaration of no-objection from the Minister of Finance (or,
in certain cases, from DNB) before, among other things: (i) reducing its own funds by way of
repayment of capital or distribution of reserves, (ii) holding, acquiring or increasing a qualified
holding (as defined in the WFT) in a bank, a financial institution, as defined in article 1:1 of the
WFT, an investment company or an insurance company if the balance sheet total of the latter
equals or exceeds one percent of the consolidated balance sheet total of the bank, (iii) holding,
acquiring or increasing a qualified holding in another enterprise or institution if the
consideration paid for such qualified holding (together with any consideration paid for (part of)
this qualified holding previously) equals or exceeds one percent of the consolidated own assets of
the bank, (iv) acquiring all or a substantial part of the assets and liabilities of another enterprise
or institution, (v) merging with another enterprise or institution or (vi) undergoing financial or
corporate reorganisation.

Administrative supervision
The administrative organisation must be such as to ensure that the bank or the insurance
company has adequate and sound operational systems and internal control systems. As part of
the supervision of the administrative organisation, DNB has stipulated that these systems must be
able to prevent conflicts of interest.

Banks and insurance companies must at all times have a reliable and up-to-date overview of its
rights and obligations. Furthermore, the electronic data processing systems, which form the core
of the accounting system, must be secured in such a way as to ensure optimum continuity,
reliability and security against fraud.

The WFT, the decrees thereto and further regulations of DNB also provide for rules which seek to
control the risks to which banks are exposed, including the risks arising from non-compliance, or
inadequate compliance, with regulations and from breaches of sound business conduct. These
rules leave room for an interpretation that appropriately reflects the individual circumstances of
an institution and new developments.

Liquidity supervision
The guidelines of DNB relating to liquidity supervision require that a bank maintains sufficient
liquid assets against certain of its liabilities. The guidelines impose additional liquidity
requirements if the amount of liabilities of a bank with respect to one debtor or group of related
debtors exceeds a certain limited amount.

In addition to the supervision with respect to solvency, structure and administrative organisation,
DNB exercises supervision with respect to the (assessment and classification of the) technical
provisions (technische voorzieningen) which insurance companies are required to maintain. DNB
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also supervises their investment policy. The guidelines of DNB on investment in relation to
supervision of technical provisions stipulate in which category of assets an insurance company
may invest to hedge its technical provisions. The guidelines also impose limitations in respect of
certain types of investments.

Conduct of business supervision
As indicated above, conduct of business supervision addresses orderly and transparent market
operation, relations between market parties and proper treatment of customers. Conduct of
business supervision rules provide for standards and/or requirements in respect of adequate
information, know-your-customer requirements, duty of care and integrity. As with the
prudential rules, the conduct of business rules included in Dutch legislation are generally based
on legislation of the EU (see “Relevant activities subject to supervision”).

Duty of care (adequate information)
The rules provide for detailed requirements in respect of the information that must be made
available to the public, such as in relation to the content and the presentation thereof. For
example, insurance companies are required to provide policyholders and prospective
policyholders with timely and accurate information about, among other things, the insurance
company’s legal form, applicable law and complaints procedures. Life insurance companies must
also provide information about the essential terms of the insurance agreements, such as costs,
term and possibilities for termination. An investment company or bank performing portfolio
management and investment services must, among other things, provide information about the
institution’s legal form, specifics of the financial instruments to which the provided services relate
and the costs to be charged to the customer and how these are calculated.

If a financial product or service qualifies as a so-called complex product, the (potential) customer
must receive a financial information leaflet (financiële bijsluiter). A complex product is defined as
a financial services or a financial product made up of components which belong to different
types of financial services or financial products and where the value of at least one of the
components depends on developments in the financial or other markets, and include units in an
investment institution and life insurance agreements to the extent they are entitled to profit
sharing. Investment funds qualify as a complex product as well.

Duty of care (know-your-customer)
The conduct of business supervision rules implement the know-your-customer principle, pursuant
to which a financial institution must seek information about its customer’s financial situation,
experience, knowledge and intentions, to the extent relevant for the activities it will perform for
the relevant customer. The exact information to be gathered depends on the type of services and
product to be provided.

Integrity
The conduct of business supervision rules provide, among other things, for the requirement to
have insider trading regulations and regulations in relation to private investment transactions by
the financial institution’s employees, and requirements in relation to the hiring of new
personnel.

Transparency
Financial institutions and intermediaries must comply with disclosure and transparency
requirements with respect to (i) identity, (ii) cost of services, and (iii) services and products
offered. In addition, financial institutions and intermediaries will be required to be transparent
in respect of costs and commissions.

Supervision and licensing of the Company and group companies
Currently, the Company itself is not regulated directly, but as the holding company of a group of
licensed banks and insurance companies, it is subject to the supervision which DNB exercises on a
consolidated level.
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As a result of the implementation in the Netherlands of Directive 2002/87/EC of 16 December
2002 on the supplementary supervision of banks, insurance companies and investment companies
in a financial conglomerate in the WFT, the Company itself has become subject to new regulatory
requirements. This directive introduces supplementary supervision of banking, insurance and
investment activities carried out in a 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, such as the Company.

Within SNS REAAL, the following entities hold licences under the WFT:

Licensed banks:
O SNS Bank N.V.
O Algemene Spaarbank voor Nederland ASN N.V.
O CVB Bank N.V.
O SNS Property Finance B.V.

Licensed insurance companies:
O REAAL Levensverzekeringen N.V.
O REAAL Schadeverzekeringen N.V.
O Proteq levensverzekeringen N.V.
O Proteq schadeverzekeringen N.V.

Licensed investment companies:
O SNS Individual Account Management B.V.
O SNS Securities N.V.
O SNS Asset Management N.V.

Licensed fund management companies:
O SNS Beleggingsfondsen Beheer B.V.
O ASN Beleggingsinstellingen Beheer B.V.

Both fund management companies mainly manage “umbrella funds” (SNS Beleggingsfondsen
N.V. and ASN Beleggingsfondsen N.V.), which do not form part of SNS REAAL.

Supervision of activities
This paragraph provides a brief overview of the different activities performed by group
companies of the Company and the way in which they are supervised/regulated. A distinction is
made between the different activities since the WFT also takes this approach. Of course an
overlap of different activities, and therefore different regulatory regimes, within one group
company is possible.

Acting as a bank
A bank is defined as any enterprise whose business it is to receive funds repayable on demand or
subject to notice and to grant credits for its own account. A bank established in the Netherlands
is required to obtain a licence from DNB before engaging in any banking activities.

The European Directive 2006/48/EC of 14 June 2006 relating to the taking up and pursuit of the
business of banks is implemented in the WFT.

Acting as an insurance company
Insurance companies (both life insurers and non-life insurers) established in the Netherlands or, if
established outside the Netherlands, insofar as their business in the Netherlands (either through
a branch or on a cross-border basis) is concerned are also subject to the WFT. A (legal) person
that carries out direct insurance business in the Netherlands requires a licence from DNB. A
licence is granted for a specific type of insurance business.
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The WFT implements a large number of European directives relevant to the insurance industry,
including Directive 98/78/EC of 27 October 1998 on the supplementary supervision of insurance
undertakings in an insurance group.

Acting as a financial services provider
The offering of, acting as an intermediary in and advising about various financial products,
including insurance, (consumer) lending (including mortgage lending), payment and savings
accounts and electronic money also requires a license under the WFT. The key factors
underpinning the aim of financial consumer protection are “distribution consistency” (for the
protection of consumers it is irrelevant through which distribution channel financial products are
offered) and “cross-sector consistency” (for the protection of consumers it is irrelevant from
which sector of the financial markets the financial product originates).

There are detailed regulations about the product information which must be provided to
customers. In addition, the relevant regulations provide for detailed requirements in relation to
the relationship between the financial services provider and the intermediaries used by the
financial services provider.

Acting as an investment company
Investment companies, except for banks providing investment services, are licensed by the AFM
and are therefore subject to supervision. Banks providing investment services do not need a
separate license to be able to offer these services. They can benefit from their banking license.

The WFT implements various European directives relevant to investment companies, including
Directive 93/6/EEC of 15 March 1993 on the capital adequacy of investment companies and banks
and Directive 93/22/EEC of 10 May 1993 on investment services in the securities field. Directive
2004/39/EC of 21 April 2004 on markets in financial instruments is expected to be implemented in
the WFT in November 2007.

Acting as a fund management company
The WFT also applies to fund management companies (beheerders), collective investment
institutions (beleggingsinstellingen) and custodians (bewaarders) of such institutions. The AFM
grants licences to fund management companies and collective investment companies
(beleggingsmaatschappijen) which meet certain requirements. The WFT and the decrees thereto
provide for requirements in relation to the equity to be maintained, expertise and
trustworthiness of management, conduct of business rules, administrative organisation and
internal control systems to prevent, among other things, conflicts of interest and to facilitate
adequate supervision. The rules also provide for detailed requirements in relation to the
information that must be made available to the public, such as in relation to the content and the
presentation thereof. Furthermore, units in a collective investment institution qualify as complex
products as a result of which the (potential) customer must receive a financial information
leaflet.

The WFT implements a large number of European directives relevant to investment institutions,
including Directive 85/611/EEC of 20 December 1985 on the coordination of laws, regulations and
administrative provisions relating to undertakings for collective investment in transferable
securities (UCITS) and Directives 2001/107/EC and 2001/108/EC of the European Parliament and of
the Council of 21 January 2002 amending Directive 85/611/EEC.

New developments
Solvency II
The Solvency II project is a continuation of the work already initiated in the Solvency I project.
Solvency II has a much wider scope than Solvency I. It contains a fundamental and wide-ranging
review of the current regime in the light of current developments in, among other things,
insurance, risk management, finance techniques and financial reporting. One of the key
objectives of Solvency II is to establish a solvency system that is better matched to the true risks of
an insurance company. The introduction of the Solvency II framework will require significant
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amendments to the existing relevant Directives. Solvency II is divided into two distinct phases: the
first one consisting of studying the subjects in relation to the general form of solvency system
and the second one (more technical) will be devoted to the details of the taking into account of
each risk in the new system.

MiFID
The MiFID replaces the Investment Services Directive, which regulates the activities of investment
companies. Under the MiFID the scope of the European passport of investment companies will be
extended to cover, for example, investment companies offering services relating to commodities.
The MiFID distinguishes and regulates three types of trade platforms: regulated markets,
multilateral trading facilities and systematic internalisers. In addition the MiFID introduces
pre-trade and post-trade transparency requirements for regulated markets, multilateral trading
facilities and investment companies. Pre-trade transparency requirements are, for example, the
requirement to publish bid and offer prices and the depth of trading interests at these prices.
Post-trade transparency requirements include the requirement to make public the price, volume
and time of the transactions. The MiFID distinguishes three types of investors: the qualifying
investor, professional investor and the non-professional investor. Under MiFID these types of
investors can ‘opt-up’ or ‘opt-down’ between these categories and therefore chose for a different
kind of investor protection whereby the non-professional investor is most protected and the
qualifying investor least. MiFID also provides for new conduct of business rules. Some examples
of these conduct or business rules are (i) the requirement that information provided to clients
should be fair clear and not misleading, (ii) the obligation to obtain the necessary information to
create a client-profile dependent on the kind of services rendered to this client, (iii) the best
execution requirement and (iv) requirements on inducements which essentially provide that
investment companies do not act honestly, fairly and professionally in accordance with the best
interests of a client, if the investment company pays or is paid a fee or commission other than a
fee or commission (a) which is paid to or by the client, (b) which is disclosed to the client and
which is designed to enhance the quality of the service rendered to the client or (iii) which is a
proper fee necessary for the provision of the service, such as custody costs and exchange fees. It is
expected that the MiFID will be implemented in the Netherlands as of 1 November 2007. At the
time of publication of this Prospectus an official legislative proposal is not yet available.

Unit linked policies
Currently unit linked policies are subject of special investigations by the supervisory authorities.
Main focus is transparency of costs and fee structures with these products. It is discussed whether
and how the regulation and supervision for these products should be intensified. It is unsure
what the outcome of these discussions will be and how this will affect the Company. A number
of insurance companies offering these unit linked policies already, voluntarily, provide full
transparency of costs and provisions to their clients as a result of the discussions. New legislation
is likely to be introduced.

Payment services directive
The Payment Services Directive harmonises the regulatory regime and therefore creates equal
legal conditions for payment services across EU member states. The consequence is that every
cross-border payment in the EU can be treated as a domestic payment. This brings benefits not
only for the providers of payment services, but for the customer as well. It also introduces a new
licensing regime for non-bank payment service providers allowing them to offer their services
throughout the EU on the basis of a European passport. At the time of publication of this
Prospectus the Payment Services Directive still required approval by the European Parliament.
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Description of Share Capital and Corporate
Structure
General
The Company is a public limited liability company (naamloze vennootschap) and was
incorporated under the laws of the Netherlands on 25 May 1987. The Company operates under
Dutch law. The corporate seat of the Company is in Utrecht, the Netherlands. The registered
office of the Company is Croeselaan 1, 3521 BJ Utrecht, the Netherlands and the Company is
registered in the Commercial Register of the Utrecht Chamber of Commerce (handelsregister van
de Kamer van Koophandel en Fabrieken in Utrecht), under number 16062627. The telephone
number of the Company is +31 (0)30 2915915. The Articles of Association were last amended by
notarial deed on 21 May 2007 before Mr P. Klemann, civil law notary in Amsterdam, the draft of
these articles having received the approval of the Minister of Justice, number N.V. 319.435. The
Company is subject to the large company regime (structuurregime) set out in articles 2:152
through 2:162 and 2:164 of the Dutch Civil Code and as further described below.

The following description of the Company’s share capital and corporate structure is based on,
and qualified in its entirety by reference to, the full text of the Articles of Association.

Corporate purpose
The Company’s corporate objects are to participate in, to conduct the management and
administration of, and to finance other business enterprises of whatever nature, and to invest
and manage capital. In addition, the Company may guarantee liabilities of other companies with
which it is connected in a group. This can be found on the front page of the Articles of
Association under the heading Objects, article 2.

Share Capital
History Company’s share capital
As of 13 January 2003, Ordinary Shares had a nominal value of €453.79 each. On 24 March 2004
the 750,007 then outstanding Ordinary Shares with a nominal value of €453.79 each, were split
into 208,801,029 Ordinary Shares with a nominal value of €1.63 each. On 20 April 2004 one
priority share in the Company’s share capital was issued to the Selling Shareholder. On 27 July
2005 the depositary receipts were de-registered and the Ordinary Shares decertified. The priority
share was converted into one Ordinary Share by amendment of the Articles of Association on
3 May 2006 and the Company’s share capital is now only divided into Ordinary Shares.

The following table shows the Company’s authorised (maatschappelijk) and issued (geplaatst)
share capital.

Nominal value per
Ordinary Share:

Number of shares
authorised:

Number of Ordinary
Shares issued:

€1.63 1,044,005,143 237,343,876

All issued and outstanding Ordinary Shares are created under Dutch law and are fully paid up.

Issue of shares
Ordinary Shares may be issued pursuant to a resolution of the General Meeting, unless the
General Meeting has delegated this authority to the Executive Board. To adopt a resolution to
issue Ordinary Shares, the Executive Board requires the approval of the Supervisory Board. The
delegation of this authority can only be made for a definite period of not more than five years
and may not be extended by more than five years each time. This authority to issue Ordinary
Shares was delegated to the Executive Board. The delegation will end on 9 November 2008,
unless extended by the General Meeting.

The body authorised to resolve to issue Ordinary Shares determines the price and further terms
and conditions of the issuance. If the Executive Board is authorised to resolve to issue Ordinary
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Shares, the Executive Board’s resolutions to determine the price and further terms and conditions
of the issuance are subject to the approval of the Supervisory Board, taking into account the
relevant stipulations of the Articles of Association.

The above also applies correspondingly to the granting of rights to subscribe for Ordinary Shares,
such as options, but does not apply to an issue of Ordinary Shares pursuant to the exercise of
such (previously granted) rights.

Pre-emption rights
In general, each holder of Ordinary Shares has a pre-emption right in respect of Ordinary Shares
to be issued in proportion to the aggregate amount of his shares. No pre-emption right exists in
respect of Ordinary Shares that are issued for a consideration other than in cash or Ordinary
Shares issued to employees of the Company or any of its group companies.

Pre-emption rights may be limited or excluded by a resolution of the General Meeting, which
requires a majority of at least two-thirds of the votes cast, if less than one half of the issued share
capital is represented at the meeting. The General Meeting may delegate this authority to the
Executive Board. To adopt a resolution to limit or exclude pre-emption rights, the Executive
Board requires the approval of the Supervisory Board. The delegation of this authority can only
be made for a definite period of not more than five years and may not be extended by more
than five years each time. This authority to limit or exclude pre-emption rights has been
delegated to the Executive Board. The delegation will end on 9 November 2008, unless extended
by the General Meeting.

The above also applies to the granting of rights to subscribe for Ordinary Shares, such as options,
but does not apply to an issue of Ordinary Shares pursuant to the exercise of such (previously
granted) rights.

Capital reduction
The General Meeting may, subject to Dutch law and the Articles of Association, resolve to reduce
the issued share capital by cancellation of Ordinary Shares or by reducing the nominal value of
Ordinary Shares by way of amendment of the Articles of Association. Dutch law and the Articles
of Association contain detailed provisions regarding partial repayment of Ordinary Shares,
release from the obligation to pay up Ordinary Shares and cancellation of Ordinary Shares. A
resolution of the General Meeting to reduce the share capital requires a majority of at least
two-thirds of the votes cast, if less than half of the issued and outstanding share capital is
represented.

Repurchase by the Company of Ordinary Shares
The Executive Board may, subject to the authorisation of the General Meeting and subject to
Dutch law, cause the Company to acquire for consideration fully paid-up shares in its own share
capital. However, such repurchase is only permitted, if and to the extent that (i) the shareholders’
equity, less the payment required to make the repurchase, does not fall below the sum of
called-up and paid-up capital and any reserves required by Dutch law or the Articles of
Association; and (ii) the Company and its subsidiaries would thereafter not hold Ordinary Shares
with an aggregate nominal value exceeding 10% of the Company’s issued share capital. The
General Meeting must specify in the authorisation, which would be valid for not longer than 18
months, the number of Ordinary Shares which may be acquired, the manner in which they may
be acquired and the limits within which the price must be set. The General Meeting authorised
the Executive Board to cause the Company to acquire for consideration fully paid up shares in its
own share capital. The authorisation will end on 9 November 2008 unless extended by the
General Meeting.

No votes may be cast at a General Meeting on any Ordinary Shares held by the Company or its
subsidiaries. Nonetheless, the holders of a right of usufruct and the holders of a right of pledge
in respect of Ordinary Shares held by the Company or a subsidiary are not excluded from the
right to vote on such shares, if the right of usufruct or the right of pledge was granted prior to
the time such share became held by the Company or such subsidiary.
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Form and transfer of Ordinary Shares
The Ordinary Shares are issued in registered form. No share certificates are issued for registered
Ordinary Shares.

The names and addresses of holders of registered shares are entered in the shareholders’ register
maintained by the Executive Board and kept at the Company’s offices. This register also indicates
the number of shares held by each holder of Ordinary Shares and the amount paid up on each
Ordinary Share. The register also includes the names and addresses of persons who hold certain
ownership rights (for example, usufruct) or a right of pledge in respect of such Ordinary Shares.
On request of the holder of Ordinary Shares, a usufructary or a pledgee, the Company is required
to provide without charge an extract from the register of shareholders in respect of its rights to
any Ordinary Shares. The registers are available at the Company’s corporate office in Utrecht, the
Netherlands, for inspection by holders of Ordinary Shares, and usufructaries and pledgees insofar
as the voting rights attached to the Ordinary Shares have been granted to them. (See “THE
OFFERING -- Delivery, clearing and settlement”)

Transfer of an Ordinary Share requires an instrument of transfer and, if the Company is not a
party to the transfer, a written acknowledgment by the Company of the transfer.

General Meeting
General Meetings of shareholders are held in the municipalities of Utrecht, Alkmaar, Amsterdam
or ‘s-Hertogenbosch, the Netherlands. Within six months after the end of each financial year, the
Company must convene an annual General Meeting. Additional extraordinary General Meetings
may also be held, whenever considered appropriate by either the Supervisory Board or the
Executive Board or if one or more shareholders, representing at least one-tenth of the issued
share capital, have requested the Executive Board and the Supervisory Board to convene such
meeting and have informed the Executive Board and the Supervisory Board of the items to be
discussed.

The convocation of the General Meeting shall be published in the form of an advertisement in at
least one national daily Dutch newspaper and the Daily Official List. The Executive Board may
decide that a person entitled to attend General Meetings, if this person agrees thereto, can be
convoced by a message sent by electronic mail. The Executive Board may decide that, if all
persons entitled to attend the General Meetings agree thereto, the convocation of the General
Meeting is replaced by a message sent by electronic mail.

The agenda for the annual General Meeting must contain certain subjects as specified in the
Articles of Association, including, among other things, the adoption of the annual accounts, the
discharge of the members of the Executive Board and the members of the Supervisory Board for
the relevant financial year and the appropriation of that part of the Company’s profits that is at
the disposal of the General Meeting. In addition, the agenda shall include such items as have
been included therein by the Executive Board or the Supervisory Board. The agenda shall also
include such items as one or more shareholders and others entitled to attend General Meetings,
representing at least one-hundredth of the issued share capital or representing a value of at least
€50,000,000, have requested the Executive Board to include in the agenda, at least 60 days before
the day of the convocation. The Executive Board may decide not to place items so requested on
the agenda, if it is of the opinion that doing so would be detrimental to vital interests of the
Company. No resolutions shall be adopted on items other than those which have been included
in the agenda.

The General Meeting is chaired by the chairperson of the Supervisory Board. If the chairperson of
the Supervisory Board is absent, or is present, but does not wish to chair the meeting, the
meeting is chaired by a vice-chairperson of the Supervisory Board. In the absence of a vice-
chairperson of the Supervisory Board, the meeting appoints another person from the members of
the Supervisory Board as chairperson. The chairperson designates the secretary. Members of the
Executive Board and members of the Supervisory Board may attend a General Meeting. In these
meetings, they have an advisory vote. The chairperson of the meeting may decide to admit other
persons to a General Meeting.
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The General Meeting may adopt rules and regulations to restrict the time to speak. To the extent
the rules and regulations do not apply, the chairperson may restrict the time to speak if he
considers this to be desirable in view of the orderly conduct of the meeting.

All holders of shares and others entitled to attend General Meetings are authorised to attend the
General Meeting, to address the meeting and, in so far as they have such a right, to vote. The
Executive Board may decide that each person entitled to attend General Meetings may, either in
person or by written proxy, by electronic means of communication directly take note of the
business transacted at the General Meeting concerned and/or speak at that meeting and/or vote
at that meeting. Required thereto is that such person can be identified through the electronic
means of communication and furthermore that such person can directly take note of the business
transacted at the General Meeting concerned and, if applicable, can vote at such General
Meeting. The Executive Board may attach conditions to the use of electronic means of
communication, which conditions shall be announced at the convocation of the General Meeting.

The Executive Board may determine that such will apply to those who:

are a shareholder as per a record date, determined by the Executive Board; and

are registered as such in a register (or one or more parts thereof) designated thereto by the
Executive Board

in as far as, at the request of the applicant, the holder of the register has given notice in writing
to the Company prior to the General Meeting, that the relevant shareholder has the intention to
attend the General Meeting, regardless who will be shareholder at the time of the General
Meeting (this requirement also applies to the proxy holder of a shareholder, who holds a written
proxy). The notice must contain his name and the number of shares which the shareholder will
represent in the General Meeting. The convocation of the General Meeting will contain the time,
the place of meeting and the procedures for registration and/or notification.

To the extent that the Executive Board makes use of its right as referred to above, it may decide
that persons entitled to vote thereat may, within a period prior to the General Meeting to be set
by the Executive Board, cast their votes electronically in a manner to be decided by the Executive
Board. Votes cast in accordance with the previous sentence are equal to votes cast at the General
Meeting.

The Executive Board must obtain the approval of the General Meeting and the Supervisory Board
for resolutions regarding a significant change in the identity or nature of the Company or its
business.

Voting rights
Each share in the Company’s capital is entitled to one vote. Subject to certain exceptions
provided by Dutch law or the Articles of Association, resolutions of the General Meeting are
passed by a simple majority of votes cast.

No votes may be cast at a General Meeting in respect of Ordinary Shares which are held by the
Company or its subsidiaries. Nonetheless, the holders of a right of usufruct and the holders of a
right of pledge in respect of Ordinary Shares held by the Company or its subsidiaries are not
excluded from the right to vote on such Ordinary Shares, if the right of usufruct or the right of
pledge was granted prior to the time such Ordinary Share became held by the Company or such
subsidiary. Neither the Company nor its subsidiaries may cast votes in respect of an Ordinary
Share in respect of which it holds a right of usufruct or a right of pledge. Ordinary Shares which
are not entitled to voting rights pursuant to the preceding sentences will not be taken into
account for the purpose of determining the number of shareholders that vote and are present or
represented, or the amount of the capital that is provided or represented at a General Meeting.

Holders of a material number of Ordinary Shares do not have other voting rights than other
holders of Ordinary Shares.

Cross-border exercise of shareholders’ rights
On 10 January 2006, the European Commission has presented a proposal for a Directive to
facilitate the cross-border exercise of shareholders’ rights in listed companies, through the
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introduction of minimum standards. The proposed Directive seeks to ensure that shareholders, no
matter where in the EU they reside, have timely access to complete information and simple
means to exercise certain rights, voting rights in particular, at a distance.

Profits/dividends
The Executive Board may reserve as much of the profits as it deems fit, subject to the approval of
the Supervisory Board. Notwithstanding the aforementioned, distribution of profits only takes
place following the adoption of the annual accounts from which it appears that such distribution
is allowed. The profits which are not reserved in accordance with the foregoing will be at the
free disposal of the General Meeting either to be reserved in whole or in part or to be
distributed in whole or in part to the holders of Ordinary Shares in proportion to their holding of
Ordinary Shares.

On the proposal of the Executive Board, the Supervisory Board may resolve to distribute an
interim dividend. Furthermore, in relation to the distribution of dividend, the Supervisory Board
is authorised, on the proposal of the Executive Board, to resolve to distribute a dividend fully or
partly in the form of Ordinary Shares or that the shareholders may choose between distribution
in the form of Ordinary Shares or in cash.

Dividends are due and payable 30 days after they have been declared, unless the General
Meeting determines otherwise on the proposal of the Executive Board. A claim for dividends
lapses five years after the start of the second day on which they became due and payable.

For the Company’s dividend policy see “DIVIDENDS AND DIVIDEND POLICY”.

Amendment of Articles of Association
The General Meeting may resolve to amend the Articles of Association. Such resolution requires a
majority of at least two-thirds of the votes cast.

Liquidation
The General Meeting may resolve to dissolve the Company. Such resolution requires a majority of
at least two-thirds of the votes cast.

In the event of the Company’s dissolution and liquidation, the assets remaining after satisfaction
of all the Company’s debts will be distributed in accordance with the provisions of Dutch law and
the Articles of Association to the holders of Ordinary Shares in proportion to the nominal value
of their holdings of Ordinary Shares.
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Organisational structure
The organisational structure of SNS REAAL prior to the Acquisition is as follows:

REAAL Verzekeringen N.V.SNS Bank N.V. SNS REAAL Invest N.V.

REAAL
Levensverzekeringen N.V.

REAAL
Schadeverzekeringen N.V.

Proteq
Levensverzekeringen N.V.

Proteq
Schadeverzekeringen N.V.

%001%001%001

Algemene Spaarbank voor
Nederland ASN N.V.

SNS Regiobank N.V.

BLG Hypotheekbank N.V.

SNS Securities N.V.

SNS Property Finance B.V.

SNS Asset Management N.V.

100%

SNS REAAL N.V.

All entities listed in the chart above are incorporated under the laws of the Netherlands and are
directly or indirectly wholly-owned subsidiaries of SNS REAAL.

Obligations of shareholders

Disclosure of shareholdings
Any person must immediately give written notice to the AFM by means of a standard form if he
or she, directly or indirectly, acquires or disposes of an interest in the Company’s capital or voting
rights and, as a result of such acquisition or disposal, the percentage of capital interest or voting
rights held by such person meets, exceeds or falls below the following thresholds: 5%, 10%, 15%,
20%, 25%, 30%, 40%, 50%, 60%, 75% and 95%. If a person’s capital interest or voting right
meets or passes these thresholds as a result of a change in the Company’s share capital or voting
rights, the notification must be made no later than the fourth trading day after the AFM has
published the Company’s notification. The Company is required to notify the AFM immediately if
the Company’s share capital or voting rights change by 1% or more since the Company’s previous
notification. Other changes must be notified periodically. The AFM will publish such notification
in a public registry.

For the purpose of calculating the percentage of capital interest or voting rights, the following
interests must be taken into account: (1) shares (or depositary receipts for shares) directly held (or
acquired or disposed of) by any person, (2) shares (or depositary receipts for shares) held (or
acquired or disposed of) by such person’s subsidiaries or by a third party for such person’s account
or by a third party with whom such person has concluded an oral or written voting agreement,
and (3) shares (or depositary receipts for shares) which such person, or any subsidiary or third
party referred to above, may acquire pursuant to any option or other right held by such person
(or acquired or disposed of, including, but not limited to, on the basis of convertible bonds).
Special rules apply to the attribution of shares (or depositary receipts for shares) which are part
of the property of a partnership or other community of property. A holder of a pledge or right of
usufruct in respect of shares (or depositary receipts for shares) can also be subject to the
reporting obligations, if such person has, or can acquire, the right to vote on the shares or, in
case of depositary receipts, the underlying shares. If a pledgee or usufructarian acquires such
(conditional) voting rights, this may trigger the reporting obligations for the holder of the shares
(or depositary receipts for the shares).

Non-compliance with the notification obligations could lead to criminal fines, administrative
fines, imprisonment or other sanctions. In addition, non-compliance with the notification
obligations may lead to civil sanctions, including suspension of the voting rights relating to the
Ordinary Shares held by the offender for a period of not more than three years and a prohibition
on the acquisition by the offender of the Ordinary Shares or the voting on the Ordinary Shares
for a period of not more than five years.
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Mandatory public offer
Currently there is no obligation under Dutch law for a shareholder whose interest in a company’s
share capital or voting rights passes a certain threshold to make a public offer for all or part of
the issued and outstanding shares in the share capital of the company. However, when the
European Directive 2004/25/EC of 21 April 2004 relating to the public take over bid is
implemented in the Netherlands, a shareholder who has acquired a certain percentage or more
of Ordinary Shares or of the Company’s voting rights will be obliged to make a public offer for
all issued and outstanding shares in the Company’s share capital. The legislation for the
implementation of this Directive as recently adopted by the Dutch parliament sets the threshold
at 30%. This obligation will only start to apply to the Selling Shareholder once its interest in the
Company’s share capital would have decreased below 30% (and then again increase to 30% or
higher).
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Supervisory Board, Management and
Employees
General
The Company has a two-tier board structure consisting of an executive board and a supervisory
board, in accordance with the large company regime applicable to it. The executive board is
responsible for the policy and operations of the Company under the supervision of the
supervisory board.

The supervisory board appoints the members of the executive board. Supervisory board members
are appointed as follows: the supervisory board is required to nominate a person recommended
by the works council with regard to one third of the supervisory board members. The supervisory
board must accept such recommendation, unless it is of the opinion that the person
recommended would be unsuitable to fulfil the duties of a supervisory board member or that the
supervisory board would not be properly composed (if the large company regime does not apply,
the works council does not have the right to recommend a person for nomination as supervisory
board member). The general meeting of shareholders is entitled to dismiss the supervisory board
in its entirety for reasons of lack of confidence.

Composition of the Supervisory Board

Name Business experience and activities

J.L. Bouma Mr Bouma (1934), the chairman of the Supervisory Board, is a Dutch national.
He was first appointed to the Supervisory Board in 1990 and his term runs
until March 2008. Mr Bouma is a former professor of business economics at
the University of Groningen and a former deputy chairman of the board of
AEGON Association. Mr Bouma is a member of the Royal Dutch Academy of
Sciences and is a member of the supervisory boards of Albron B.V.,
Intereffekt Investment Funds N.V., Koop Holding Europe B.V., O. de Leeuw
B.V., Middle Europe Real Estate N.V., Burgfonds Holding B.V. and Versatel
Telecom International N.V. and member of the board of the Stichting SNS
REAAL Fonds.

H.M. van de Kar Mr Van de Kar (1943), the vice-chairman of the Supervisory Board, is a Dutch
national. He was first appointed to the Supervisory Board in 1997 and his
term runs until May 2011. Mr Van de Kar is a university lecturer at the tax-
economics department at the University of Leiden. Mr Van de Kar is former
deputy chairman of the supervisory council of Regionale Instelling
Jeugdhulpverlening (R.I.J.); chairman of the board of the Foundation
Publisher Aksant; chairman of the board of the Foundation International
Institute for Social History; co-chairman of the Pension Fund for the Dutch
National Theatre; auditor of the International Institute of Public Finance;
dean of Crisis and Disaster management training; and chairman of the
Foundation Sportfund Leo van de Kar.

J.V.M. van Heeswijk Mr Van Heeswijk (1938) is a Dutch national. He was appointed to the
Supervisory Board in 1990 and his term runs until March 2008. Mr Van
Heeswijk is a former executive director of Geveke N.V. and the former
chairman of the supervisory boards of Calpam Internationale Petroleum
Company, SSM Coal B.V., Merrem & La Porte B.V. and Sligro N.V. and former
member of the supervisory board of Showquest Entertainment B.V. and
Mammoet Holding B.V. Mr Van Heeswijk is chairman of the supervisory
board of Tref B.V.

S.C.J.J. Kortmann Mr Kortmann (1950) is a Dutch national. He was first appointed to the
Supervisory Board in 1990 and his term runs until May 2011. Mr Kortmann is
“Rector Magnificus” (vice-chancellor) at the Radboud University Nijmegen and
professor of private law; chairman of the board of the Foundation Grotius
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Name Business experience and activities

Academy; deputy judge at the courts of appeal of Arnhem and
‘s-Hertogenbosch; member of the supervisory boards of Kropman B.V. and
Dela Coöperatie; and the chairman or member of various boards of trust
offices or anti-takeover foundations of listed companies. Mr Kortmann is also
a member of the board of the Selling Shareholder.

R. van de Kraats Mr Van de Kraats (1960) is a Dutch national. He was appointed to the
Supervisory Board in 2006 and his term runs until 2010. Mr Van de Kraats is
vice-chairman of the executive board and CFO of Randstad Holding N.V.
responsible for the business division Yacht (interim professionals), M&A, IT,
Investor Relations, shared service centers and business development in Asia.
He is former member of the Executive Board and CFO of NCM International
N.V. Mr Van de Kraats is also a member of the board of New Venture and a
member of the supervisory board of Ordina N.V.

J. Lagerweij Mr Lagerweij (1947) is a Dutch national. He was appointed to the Supervisory
Board in 2006 and his term runs until 2010. Mr Lagerweij is general director
of the Sperwer Group. He is former chairman of Hema and Praxis Group.
Mr Lagerweij is a member of the supervisory boards of Quantore Europe B.V.,
Cool Cat Fashion B.V., Beerens Group and Nederlandse Staatsloterij (Dutch
State Lottery). He is also a member of the advisory board of Rituals B.V.

H. Muller Mr Muller (1942) is a Dutch national. He was first appointed to the
Supervisory Board in 1997 and his term runs until May 2009. Mr Muller was
appointed pursuant to a recommendation of the works council of 7 March
2005. Mr Muller is a former executive and treasurer of the FNV and a former
member of the Social Economic Council and the Labour Foundation. He is
also former chairman of the supervisory board of ABF Het Andere
Beleggingsfonds Webefo; and former employers chairman of the Labour
Foundation’s pension committee Star. Mr Muller is vice chairman of the
supervisory board of ASN Beleggingsfondsen N.V.; chairman of the Dutch
Participation Institute; supervisory council member of SNV, Dutch
development organisation; chairman of the board of De Burcht (Center for
Labour Relations and Henri Polak Institute); and member of the AEGON
Association. Mr Muller is also a member of the board of the Selling
Shareholder.

Other than the fact that two members of the Supervisory Board are not independent within the
meaning of the Code (see “CORPORATE GOVERNANCE” and “SELLING SHAREHOLDER --
Management”), and the fact that the members of the Supervisory Board are also the members
of the supervisory board of each of SNS Bank and REAAL Verzekeringen, respectively, the
Company is not aware of any potential conflicts between any duties of the members of the
Supervisory Board to the Company and their private interests and/or other duties.

In relation to the members of the Supervisory Board, the Company is not aware of (i) any
convictions in relation to fraudulent offences in the last five years; (ii) any bankruptcies,
receiverships or liquidations of any entities to which they were associated in the last five years;
(iii) any official public incrimination and/or sanctions of such person by statutory or regulatory
authorities (including designated professional bodies) or disqualification by a court from acting
as a member of the administrative, management or supervisory bodies of an issuer or from acting
in the management or conduct of the affairs of any issuer in the last five years.

The Company’s registered address is the business address of the members of the Supervisory
Board (see “DESCRIPTION OF SHARE CAPITAL AND CORPORATE STRUCTURE -- General”).
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Composition of the Executive Board

Name Business experience and activities

S. van Keulen Mr Van Keulen (1946) is a Dutch national. He was appointed to the Executive
Board on 15 October 2002 for an unlimited period of time as chairman with
the title of CEO. Mr Van Keulen’s employment agreement stipulates that the
Supervisory Board intends to terminate his appointment as member of the
Executive Board as of 1 January 2009.

After completing his political science degree at the University of Amsterdam,
Mr Van Keulen started his professional career as a management consultant.
From 1981 to 1999, he occupied various management positions and
directorships at Pierson Heldring & Pierson and later at MeesPierson,
including the position of general director and member of the executive
board. During this time, Mr Van Keulen followed various postgraduate
courses in the field of banking and securities and the Advanced Management
Programme at Insead, Fontainebleau. From 1999 until the end of 2002,
Mr Van Keulen was chairman of the executive board of Fortis Bank
Nederland N.V. and a member of the executive board of the Fortis Group in
Brussels. In that same period, Mr Van Keulen acted as member of the
executive board of Banque Générale du Luxembourg; vice-chairman of
Merchant Bank (Fortis Bank); chairman of the board of directors of Fortis
Bank Polska; CEO of Fortis Bank Curaçao; and chairman of the policy
committee securities of the Dutch Bankers’ Association. Mr Van Keulen is also
a member of the supervisory board of Heijmans N.V. and a board member of
Pharmacces and of Stichting Health Insurance Fund.

C.H. van den Bos Mr Van den Bos (1952) is a Dutch national. He was appointed to the
Executive Board on 7 August 2001 for an unlimited period of time. Mr Van
den Bos is also CEO of the Board of REAAL Verzekeringen since 4 July 2001
and vice chairman of the Board of SNS Bank since 14 February 2002, both for
an unlimited period of time.

After completing his business economics degree at the Erasmus University in
Rotterdam, Mr Van den Bos took a postgraduate accountancy course and
followed the Advanced Management Programme at Insead, Fontainebleau.
After having occupied various financial positions, he joined AEGON
Nederland in 1984 as member of the board of the Information Systems and
Automation Service Centre and later as director of Controlling. He then spent
three years as a company director of the non-life insurance operations.
Mr Van den Bos ended his career at AEGON as a member of the executive
board of AEGON Nederland. Before joining SNS REAAL in 2001, Mr Van den
Bos was member of the executive board of Athlon Group. Mr Van den Bos is
a former member of the supervisory board of the Dutch Child Care
Foundation. He is furthermore a board member of the Dutch Association of
Insurers; chairman of the board of the Insurance Science Foundation; and
member of the supervisory board of N.V. Trustinstelling Hoevelaken, NIBE-
SVV B.V. and CED Holding B.V.

M.W.J. Hinssen Mr Hinssen (1956) is a Dutch national. He was appointed to the Executive Board
on 1 January 1999 for an unlimited period of time. Mr Hinssen is also CEO of the
Board of SNS Bank since 1999 and vice chairman of the Board of REAAL
Verzekeringen since 4 March 2002, both for an unlimited period of time.

Mr Hinssen studied Dutch law at the Erasmus University in Rotterdam and
received his Masters degree in financial and economic management at the
University of Brabant. After having occupied various positions at Rabobank,
Mr Hinssen joined SNS Bank in 1982. He acted as District Director for North
and Central-Limburg and was subsequently appointed director of SNS Bank
Brabant-Rivierenland N.V. Since 1997, he has been a member of the Board of
SNS Bank, holding the position of chairman since 1999. In the same year, he
joined the Executive Board.
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Mr Hinssen is former member of the supervisory board of Interpay Nederland
B.V., the Development Company of Brabant, Easychip and Currence Holding
B.V. and former board member of the Employees Association for the Banking
Business; and former chairman of the policy committee money transfer of the
Dutch Bankers’ Association. He is furthermore a board member of the Dutch
Bankers’ Association; a board member of the European Saving Banks Group;
board member of World Savings Banks Institute; board member of the
Foundation to Promote Efficient Payment; and board member of Stichting
Pensioenfonds SNS REAAL N.V.

R.R. Latenstein Van Voorst Mr Latenstein Van Voorst (1964) is a Dutch national. He was appointed to the
Executive Board on 26 November 2002 for an unlimited period of time as
CFO. Mr Latenstein Van Voorst was also appointed to the Board of SNS
REAAL Invest on 1 April 2004 for an unlimited period of time.
After completing his Bachelors degree in economics (international
management), and Masters Degree in business administration, Mr Latenstein
Van Voorst also followed various executive programmes at Harvard and
Insead. After having occupied various national and international financial
management positions, including at Randstad Dienstengroep and Thomas
Cook, Mr Latenstein Van Voorst joined SNS REAAL in 1995. In addition to his
position as CFO of the Company, he was also a member of the Board of SNS
Bank Nederland. In 2001, he moved to Bank Insinger de Beaufort, where he
was member of the executive board with the title of CFO for just over 18
months. At the end of 2002, Mr Latenstein Van Voorst returned to SNS
REAAL. Mr Latenstein Van Voorst is a former member of the supervisory
board of LaSer-Lafayette Services Nederland B.V. and is currently vice-
chairman of the supervisory board of Stichting Kinderopvang Humanitas.

Other than the fact that Mr Van den Bos and Mr Hinssen are members of the Board of both SNS
Bank and REAAL Verzekeringen, and the fact that Mr Latenstein Van Voorst is a member of the
Board of SNS REAAL Invest, the Company is not aware of any potential conflicts between any
duties of the members of the Executive Board to the Company and their private interests and/or
other duties.

Other than liquidations of companies within SNS REAAL in the ordinary course of business, in
relation to the members of the Executive Board the Company is not aware of (i) any convictions
in relation to fraudulent offences in the last five years; (ii) any bankruptcies, receiverships or
liquidations of any entities to which they were associated in the last five years; (iii) any official
public incrimination and/or sanctions of such person by statutory or regulatory authorities
(including designated professional bodies) or disqualification by a court from acting as a member
of the administrative, management or supervisory bodies of an issuer or from acting in the
management or conduct of the affairs of any issuer in the last five years.

The Company’s registered address is the business address of the members of the Executive Board
(see “DESCRIPTION OF SHARE CAPITAL AND CORPORATE STRUCTURE -- General”).
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Other key corporate officers
The other key corporate officers of SNS REAAL currently consists of:

Name Business experience and activities

H.K. Kroeze Mr Kroeze (1958) is a Dutch national. He joined SNS REAAL on 1 October
2005. Mr Kroeze was appointed as CFO of SNS Bank on 1 October 2005 for an
unlimited period of time. Mr Kroeze is chartered accountant and completed
his Masters degree in accountancy at the Dutch Institute for Chartered
Accountants in 1981. He then joined Van Dien & Co, chartered Accountants.
As of 1986, Mr Kroeze has been working for various financial institutions:
Credit Lyonnais Bank Nederland, Generale Bank Nederland, Fortis Bank and
NIB Capital N.V. as, among other things, director of finance and member of
the management team. Before joining SNS REAAL in 2005, Mr Kroeze acted
as CFO of NIB Capital N.V. and NIB Capital Bank N.V. and as group controller
of the holding. Mr Kroeze is former chairman of the audit committee of the
European Investment Fund in Luxembourg, and of the board of Stichting
Pensioenfonds NIB Capital; former board member of the Stichting
Administratiekantoor Preferente Aandelen Kendrion, of NIBC Petercam
Derivatives in Belgium, and of Financial Architects, Belgium. Mr Kroeze is a
former member of the supervisory board of Ducatus N.V. and of the board of
Stichting Prioriteit Ducatus, and a former non-executive director of Harcourt
Investment Consulting in Switzerland.

M. Menkveld Mr Menkveld (1956) is a Dutch national. He joined SNS REAAL on 1 July 1985.
Mr Menkveld was appointed as member of the Board of SNS Bank on 27 May
1999 for an unlimited period of time. Since 1 December 2006, Mr Menkveld is
chairman of the Board of SNS Property Finance. After graduating from the
School for Business Administration and Economics in Arnhem, Mr Menkveld
received his Masters degree in Business Economics at the University of
Groningen. Mr Menkveld started his professional career with NMB Bank in
Apeldoorn. In 1985 he joined SNS REAAL as credit manager for central
Netherlands and held various positions within SNS REAAL before being
appointed member of the Board of SNS Bank in 1999.

B.A.G. Janssen Mr Janssen (1953) is a Dutch national. He joined SNS REAAL on 1 April 1997.
Mr Janssen was appointed as member of the Board of SNS Bank on 1 April
1998 for an unlimited period of time. After completing his Masters degree in
business economics at the University of Groningen, Mr Janssen followed
various postgraduate programmes and internal trainee programmes with his
employer, ABN AMRO. Mr Janssen worked for ABN AMRO with Albank
Alsaudi Alhollandi in Riyadh S.A., Banco Hollanda Unido in Argentina, La
Salle National Bank in the USA, and ABN AMRO in Indonesia and the
Netherlands Antilles, as senior account officer, director and deputy country
manager. In 1991 he was appointed Senior Vice President of the Risk
Management Department at ABN AMRO headquarters. He joined SNS REAAL
in 1997 as chairman of the board of SNS Bank Groningen - Friesland -
Drenthe (North Netherlands) before being appointed as member of the
Board of SNS Bank in 1998.

M.E. Straub Mr Straub (1961) is a Dutch national. He joined SNS REAAL on 1 October
2001. Mr Straub was appointed as member of the Board of SNS Bank on
7 February 2007 for an unlimited period of time and is responsible for the
intermediary propositions of SNS Bank, BLG Hypotheken and CVB Bank. In
addition, Mr Straub is also a member of the Board of SNS REAAL Invest. After
completing his Masters degree in business economics at the University of
Groningen, Mr Straub received a Master of Science in Financial Managerial
Controls at the University of Southampton. Mr Straub also followed a post
graduate training in Management Consulting at the University of
Amsterdam. After graduating from the University of Southampton he started
his professional career as a consultant with Andersen Consulting and later
with PricewaterhouseCoopers and its predecessors, where he also acted as
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director in the Corporate & Operations Strategy department. In 2001, Mr
Straub joined SNS REAAL as group director Corporate Strategy. Mr Straub is a
former member of the supervisory board of LaSer-Lafayette Services
Nederland B.V. and of Masterfleet N.V.

N.J. Jongerius Mr Jongerius (1950) is a Dutch national. He joined SNS REAAL on
1 September 1988. Mr Jongerius was appointed as member of the Board of
REAAL Verzekeringen on 1 August 1999 for an unlimited period of time.
Before joining SNS REAAL (then Hooge Huys Verzekeringen) in 1988 he
worked with Direktbank and NCB Bank. Mr Jongerius has been responsible
for the (integration of) the computerisation systems of various entities which
currently form part of SNS REAAL, including the integration of the various IT
systems at the time of the merger in 1997. He joined the Board of REAAL
Verzekeringen in 1999. Mr Jongerius is member of the executive board of
Meeting Point B.V.

T. C. van Dijl Mr Van Dijl (1963) is a Dutch national. On 1 June 2006, he joined the Board
of REAAL Verzekeringen for an unlimited period of time. Mr Van Dijl is
chartered accountant and completed his Masters degree in accountancy at
the Dutch Institute for Chartered Accountants in 1990. Mr Van Dijl started his
professional career at KPMG Accountants in 1981. In 1994 he joined OPTAS as
deputy Finance Director and, as of 1997, as Chief Operating Officer. In 2002
he started working for Meeùs group, first as Group Controller and later as
CFO and Chief Operating Officer.

J. Boven Mr Boven (1957) is a Dutch national. He joined SNS REAAL on 1 December
1988. Mr Boven was appointed as member of the Board of REAAL
Verzekeringen on 1 June 2000 for an unlimited period of time. After
receiving his Masters degree in law at the University of Utrecht, Mr Boven
started his professional career at the Utilities Savingsbank in 1982. In 1988 he
joined SNS REAAL as District Director Veenendaal. Before joining the Board
of REAAL Verzekeringen, he had various positions within SNS Bank, including
chairman of the board of SNS Bank Groningen-Friesland-Drenthe (North
Netherlands). Mr Boven is a former supervisory director of “Later”
Natura-Uitvaartverzekeringsmaatschappij N.V. He is a supervisory director of
DAS Nederlandse Rechtsbijstand Verzekeringmaatschappij N.V., DAS Holding
N.V., Ducatus N.V. and member of the board of Stichting Prioriteit Ducatus,
Stichting Dorenweerd College, and Stichting Dienstverlening VOV.

W. H. Steenpoorte Mr Steenpoorte (1964) is a Dutch national. He was appointed a member of
the Board of REAAL Verzekeringen on 1 September 2006 for an unlimited
period of time. Mr Steenpoorte holds a Masters degree in Information
Management (Amsterdam University) and completed the Advanced
Management Program at Insead in 2004. Mr Steenpoorte worked in several
ICT related positions with Hooge Huys from 1986 till 1997. During the period
1997 till 2000 he worked for Ogilvy & Mather in the Netherlands as an ICT
manager and as a member of the board. Mr Steenpoorte rejoined SNS REAAL
in 2000 as Director responsible for Program management.

L. van der Heijden Mr Van der Heijden (1960) is a Dutch national. He joined as member of the
Board of REAAL Verzekeringen on 1 May 2007 for an unlimited period of
time and is responsible for sales and distribution. Mr Van der Heijden
received his degree in business economics at Amsterdam University. He
worked with JP Morgan Nederland BV, later on with ABN AMRO and then
switched to retailer Albert Heijn (AHOLD) which company he left for a
managing position with Vedior. Before he joined SNS REAAL Mr Van der
Heijden was managing director of De Hypotheekshop since 2003.
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The Company is not aware of any potential conflicts between any duties of the listed key
corporate officers to the Company and their private interests and/or other duties.

The Company has been informed that in the period of the last five years Mr Kroeze was a
member of the supervisory board of NIBC Petercam Derivatives in Belgium, at the time that this
company was liquidated. Other than mentioned above and other than liquidations of companies
within SNS REAAL in the ordinary course of business, in relation to the listed key corporate
officers, the Company is not aware of (i) any convictions in relation to fraudulent offences in the
last five years; (ii) any bankruptcies, receiverships or liquidations of any entities to which they
were associated in the last five years; (iii) any official public incrimination and/or sanctions of
such person by statutory or regulatory authorities (including designated professional bodies) or
disqualification by a court from acting as a member of the administrative, management or
supervisory bodies of an issuer or from acting in the management or conduct of the affairs of any
issuer in the last five years.

The Company’s registered address is the business address of the key corporate officers to the
Company listed above (see “DESCRIPTION OF SHARE CAPITAL AND CORPORATE
STRUCTURE -- General”).

Remuneration

The aggregate remuneration, which includes fees, salary, bonuses, special pension fund
contributions and additional benefits, paid by the Company in the financial year 2006 to the
Supervisory Board and the Executive Board was €3.7 million. The total amounts set aside or
accrued in 2006 to provide pension, retirement or similar benefits for the Executive Board
amounted to €423.469 and for the other key corporate officers referred to in “Other key
corporate officers” who are not members of the Executive Board €457.907.

The following table provides the remuneration of each (former and current) member of the
Supervisory Board for the financial year 2006:

(in EUR thousands)
As Board
member

As member of a
committee Total

J.L. Bouma 38 18 56
H.M. van de Kar 30 9 39
J.V.M. van Heeswijk 25 8 33
J. den Hoed* 25 8 33
D. Huisman (until 30 June 2006) 12 4 16
S.C.J.J. Kortmann 25 14 39
R.J. van de Kraats (from 12 October 2006) 6 2 8
J.E. Lagerweij (from 12 October 2006) 6 -- 6
H. Muller 25 12 37

Total 192 75 267

* Ceased to be a member of the Supervisory Board on 9 May 2007.

The following table provides the remuneration (including bonuses) of each member of the
Executive Board for the financial year 2006:

(in EUR thousands)
Regular

payments
Payment in
instalments

Severance
payment

Profit-sharing
and bonuses Total

S. van Keulen 590 129 -- 649 1,368
M.W.J. Hinssen 449 98 -- 150 697
C.H. van den Bos 449 98 -- 150 697
R.R. Latenstein van Voorst 449 98 -- 150 697

Total 1,937 423 -- 1,099 3,469
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For additional information on executive remuneration, see “Employment agreements”. The
aggregate remuneration for the other key corporate officers in financial year 2006 was €3.2
million. As part of the general employees benefit plans, key corporate officers referred to in
“Other key corporate officers”, are entitled to employees facilities in respect of mortgages,
insurance, consumer credit, savings, investments, and/or foreign exchange under favourable
conditions. These key corporate officers are entitled to an annual bonus to be determined by the
Executive Board on the basis of the Company’s results and their individual performance. The
bonus may not exceed 25% of their respective annual gross salary. Furthermore, they are entitled
to a lease car and the use of mobile telecommunication equipment.

Employment agreements
Currently, no other service contracts, other than those described below, exist which provide
benefits to members of the Supervisory Board or the Executive Board. In addition, members of
the Executive Board are entitled to staff facilities in respect of savings, investments, and/or
foreign exchange under favourable conditions.

Mr S. van Keulen
As at 31 December 2006, the employment agreement between the Company and Mr Van Keulen
provides for an annual salary of €590.000 gross, all-in (i.e. including holiday benefits, 13th month,
and representation costs). Mr Van Keulen is furthermore entitled to an annual bonus to be
determined by the Supervisory Board on the basis of the Company’s results and Mr Van Keulen’s
individual performance. In relation to the recent renewal of the employment agreement
between the Company and Mr Van Keulen it was agreed that Mr Van Keulen’s bonus may not
exceed 60% of his annual gross salary. Furthermore, Mr Van Keulen is entitled to a bonus
pursuant to the LTIP (see “Long-term incentive plan”). Mr Van Keulen is entitled to a company
car, including driver, and the use of mobile telecommunication equipment.

Mr Van Keulen’s employment agreement has been entered into for an indefinite period of time.
However, it is stipulated that the Supervisory Board intends to terminate his appointment as
member of the Executive Board as of 1 January 2009 as a result of which his employment
agreement will terminate. The employment agreement may be terminated by the Company with
a notice period of six months and by Mr Van Keulen with a notice period of three months.

In case of (i) a take-over or merger, (ii) a change in SNS REAAL’s structure, or (iii) a unilateral
change of the management assignment by the Supervisory Board, provided that such change is
not within Mr Van Keulen’s control, resulting in the cancellation of the CEO’s position or an
equivalent position, or a change in this position or status, respectively and thus resulting in the
premature termination of the employment, Mr Van Keulen will be entitled to a compensation
equal to the remainder of his salary for the remainder of his employment until 1 January 2009. In
addition, he will be entitled to a premium to be determined by the Supervisory Board for the
remainder of this period, taking into account the average short-term bonus paid over the
previous financial years immediately preceding the termination. Other than summarised, Mr Van
Keulen’s employment agreement does not provide for severance payment upon termination of
employment with the Company or any of its subsidiaries.

Mr C.H. van den Bos
As at 31 December 2006, the employment agreement between the Company and Mr Van den Bos
provides for an annual salary of €449.000 gross, all-in (i.e. including holiday benefits, 13th month,
and representation costs). Mr Van den Bos is furthermore entitled to an annual bonus to be
determined by the Supervisory Board on the basis of the Company’s results and Mr Van den Bos’
individual performance. Until 1 January 2006 the bonus may not exceed 40% of the annual gross
salary, as of 1 January 2006 this percentage was increased to 50%. Furthermore, Mr Van den Bos
is entitled to a bonus pursuant to the LTIP (see “Long-term incentive plan”). Mr Van den Bos is
entitled to a company car, including driver, and the use of mobile telecommunication equipment.

The employment agreement has been entered into for an indefinite period of time. The
employment agreement may be terminated by the Company with a notice period of six months
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and by Mr Van den Bos with a notice period of three months. The employment agreement does
not provide for a specific severance payment upon termination of employment with the
Company or any of its subsidiaries.

Mr M.W.J. Hinssen
As at 31 December 2006, the employment agreement between the Company and Mr Hinssen
provides for an annual salary of €449.000 gross, all-in (i.e. including holiday benefits, 13th month,
and representation costs). Mr Hinssen is furthermore entitled to an annual bonus to be
determined by the Supervisory Board on the basis of the Company’s results and Mr Hinssen’s
individual performance. Until 1 January 2006 the bonus may not exceed 40% of the annual gross
salary, as of 1 January 2006 this percentage was increased to 50%. Furthermore, Mr Hinssen is
entitled to a bonus pursuant to the LTIP (see “Long-term incentive plan”). Mr Hinssen is
entitled to a company car, including driver, and the use of mobile telecommunication equipment.

The employment agreement has been entered into for an indefinite period of time. The
employment agreement may be terminated by the Company with a notice period of 12 months
and by Mr Hinssen with a notice period of three months. The employment agreement does not
provide for a specific severance payment upon termination of employment with the Company or
any of its subsidiaries.

Mr R.R. Latenstein van Voorst
As at 31 December 2006, the employment agreement between the Company and Mr Latenstein
van Voorst provides for an annual salary of €449.000 gross, all-in (i.e. including holiday benefits,
13th month, and representation costs). Mr Latenstein van Voorst is furthermore entitled to an
annual bonus to be determined by the Supervisory Board on the basis of the Company’s results
and Mr Latenstein van Voorst’s individual performance. Until 1 January 2006 the bonus may not
exceed 40% of the annual gross salary, as of 1 January 2006 this percentage was increased to
50%. Furthermore, Mr Latenstein van Voorst is entitled to a bonus pursuant to the LTIP (see
“Long-term incentive plan”). Mr Latenstein van Voorst is entitled to a company car, including
driver, and the use of mobile telecommunication equipment.

The employment agreement has been entered into for an indefinite period of time. The
employment agreement may be terminated by the Company with a notice period of six months
and by Mr Latenstein van Voorst with a notice period of three months. The employment
agreement does not provide for a specific severance payment upon termination of employment
with the Company or any of its subsidiaries.

Loans
The following loans are outstanding at year-end 2006 which have been granted by SNS Bank or
REAAL Verzekeringen to the members of the Executive Board and the Supervisory Board:

(in EUR thousands)
Average

interest rate Outstanding

Executive Board
M.W.J. Hinssen 4.5% 549

Supervisory Board
H.M. van de Kar 6.6% 120
J.V.M. van Heeswijk 4.5% 311
S.C.J.J Kortmann 4.4% 102
H. Muller 6.7% 68

Total 1,150

The aggregate amount of loans outstanding at year-end 2006 which have been granted by SNS
Bank or REAAL Verzekeringen to the other key corporate officers referred to in “Other key
corporate officers”, who are not members of the Executive Board, amounted to €2.691.000.
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Board Practices

Supervisory Board
The Supervisory Board supervises the policies of the Executive Board, and the Company’s general
course of affairs and the Company’s business. In performing their duties, members of the
Supervisory Board must serve the Company’s interests and those of the Company’s business.

The Supervisory Board must consist of at least three members. The General Meeting determines
the number of members of the Supervisory Board. Only natural persons can be members of the
Supervisory Board. Pursuant to the articles of association of the Selling Shareholder, only three
persons can be both a (former) member of the Supervisory Board and member of the board of
the Selling Shareholder (see “SELLING SHAREHOLDER -- Management”). Furthermore, persons
employed by the Company or a dependent company, members of the Executive Board and
persons employed by an employees’ organisation customarily involved in the establishment of
the employment terms of such persons, may not be appointed as members of the Supervisory
Board.

Members of the Supervisory Board are appointed for a term of four years and they may be
reappointed two times, each for a further term of four years. The current members of the
Supervisory Board are only eligible for two further reappointments. The members of the
Supervisory Board are required to resign according to a rotation schedule determined by the
Supervisory Board.

The current members of the Supervisory Board have been appointed by the Supervisory Board
itself. Further new members of the Supervisory Board will be appointed by the General Meeting.
Such appointment is based on a nomination by the Supervisory Board, which nomination must
specify the reasons therefore. The General Meeting can, by an absolute majority of the votes cast
(representing at least one-third of the issued share capital) reject the nomination. If less than
one-third of the issued share capital was represented at the meeting, a new meeting must be
convened to vote on the nomination, whereby the nomination can be rejected by an absolute
majority of the votes cast (irrespective of the issued share capital present or represented at the
meeting). The General Meeting and the central works council (centrale ondernemingsraad) of SNS
REAAL (the Central Works Council) may recommend persons to the Supervisory Board for
placement on the nomination list. The Supervisory Board is required to nominate a person
recommended by the Central Works Council in respect of one third of the members of the
Supervisory Board. The Supervisory Board must accept such recommendation of the Central Works
Council, unless it is of the opinion that the person recommended would be unsuitable to fulfil the
duties of a supervisory board member or that the Supervisory Board would not be properly
composed. If the Supervisory Board objects to the recommendation on these grounds, it must
consult with the Central Works Council without delay. If no agreement can be reached with the
works council, the Enterprise Chamber of the Amsterdam Court of Appeal (Ondernemingskamer
van het Gerechtshof te Amsterdam; Enterprise Chamber) will determine the matter.

A member of the Supervisory Board can only be dismissed by the Enterprise Chamber and then
only for reason of neglect of his or her duties, for other important reasons, or following a
significant change in circumstances as a result of which his or her continued membership can no
longer be reasonably maintained. A member of the Supervisory Board can be suspended by the
Supervisory Board. The General Meeting can dismiss the Supervisory Board in its entirety for
reasons of lack of confidence, by an absolute majority of the votes cast, representing at least one
third of the issued share capital. If less than one third of the issued share capital is represented, a
new meeting may be convened in which the General Meeting may withdraw its confidence in the
Supervisory Board by an absolute majority of the votes cast (irrespective of the issued share
capital represented at the meeting). On the passing by the General Meeting of a resolution to
dismiss the Supervisory Board, the Executive Board is required to apply without delay to the
Enterprise Chamber to appoint one or more members to the Supervisory Board on a temporary
basis.

The remuneration of each member of the Supervisory Board is determined by the General
Meeting. The expenses of the members of the Supervisory Board are reimbursed by the
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Company. Resolutions of the Supervisory Board are validly adopted by an absolute majority of
votes cast by the members of the Supervisory Board present or represented in the meeting,
provided that the majority of Supervisory Board members is present or represented. Resolutions
of the Supervisory Board can be taken outside a meeting by unanimous vote.

The Supervisory Board appoints a chairperson and may appoint one or more vice-chairpersons
from among its members. The Supervisory Board has adopted rules governing its internal
organisation.

The Supervisory Board has an audit committee and a remuneration, selection and appointments
Committee.

Audit Committee
The Audit Committee is comprised of Messrs. Van Heeswijk, Van de Kraats and Van de Kar. The
Audit Committee is chaired by Mr Van Heeswijk. The Audit Committee prepares the briefing
material for decision-making by the Supervisory Board with respect to (i) operation of the risk
management and internal control systems; (ii) provision of financial information by the
Company; (iii) compliance with recommendations of actuaries and auditors; (iv) the Company’s
policy on tax planning; (v) the Company’s financing; and (vi) control of risks in relation to the
applications of information and communication technology.

Remuneration, selection and appointments committee
The remuneration, selection and appointments committee is comprised of Messrs Van de Kar,
Bouma, Kortmann and Muller. It is chaired by Mr Van de Kar. It reviews executive remuneration
and recommends candidates to the Supervisory Board for the position of member of the
Executive Board or member of the Supervisory Board.

Executive Board
The Executive Board is responsible for the management of the Company under the supervision of
the Supervisory Board. At least once a year, the Executive Board submits a written report to the
Supervisory Board outlining the strategic policy, the general and financial risks and the
management and control systems of the Company.

The Executive Board is responsible for strategic issues such as the introduction of value based
management, capitalisation and allocation, potential mergers and acquisitions and strategic
alliances. Furthermore, the Executive Board formulates corporate policies on themes such as risk
management, solvency standards, management development and compliance. The Executive
Board also has a number of operational responsibilities including finance, budgeting, controlling
and human resources, which includes recruiting, appointing and remunerating senior
management. The Boards of SNS Bank and REAAL Verzekeringen are responsible for their
respective financial results, commercial strategy, products, operations and IT systems and human
resources.

The Executive Board must consist of at least two members. The Supervisory Board determines the
number of members of the Executive Board. The Supervisory Board is entitled to appoint,
temporarily suspend and dismiss members of the Executive Board. The Supervisory Board also
appoints a chairperson and may appoint one or more vice-chairpersons from amongst the
members of the Executive Board. The Supervisory Board notifies the General Meeting of any
intended appointment. The Supervisory Board is only entitled to dismiss a member of the
Executive Board after the General Meeting has been given the opportunity to provide its view on
the dismissal.

The Executive Board and two members of the Executive Board acting jointly, are entitled to
represent the Company.

Certain resolutions of the Executive Board identified in the Articles of Association require the
approval of the Supervisory Board. Furthermore, the Executive Board requires the approval of the
Supervisory Board and the General Meeting for resolutions regarding a significant change in the
identity or nature of the Company or its business. In addition, the Supervisory Board is entitled to
determine that certain other resolutions of the Executive Board are subject to its approval.
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The Executive Board has adopted rules governing its internal organisation. These rules may only
be amended with the approval of the Supervisory Board.

In the event of a conflict of interest between a member of the Executive Board in its private
capacity and the Company, the Company must be represented by a member of the Supervisory
Board designated by the Supervisory Board, unless the General Meeting designates a person for
such purpose; such person may also be the member of the Executive Board with whom the
conflict of interest exists. If a member of the Executive Board has a conflict of interest with the
Company other than as referred to in the preceding sentence, he and each of the other members
of the Executive Board, still have the power to represent the Company in that matter.

In case one or more members of the Executive Board are prevented from acting or are absent,
the remaining members of the Executive Board are, or the only remaining member of the
Executive Board is, temporarily in charge of the entire management. In case all members of the
Executive Board are, or the only member of the Executive Board is, prevented from acting or are/
is absent, the Supervisory Board will assume the management temporarily. In such event, the
Supervisory Board is authorised to designate one or more temporary executive directors.

The General Meeting adopts the policy regarding the remuneration of the members of the
Executive Board. Simultaneous with the proposal to the General Meeting, the remuneration
policy is required to be provided in writing to the Central Works Council for its information. The
remuneration of the members of the Executive Board, with due observance of the policy as
referred to above, is determined by the Supervisory Board. Any proposal by the Supervisory
Board to grant to the members of the Executive Board, shares or rights to acquire shares in the
capital of the Company, must be submitted for approval by the General Meeting. The absence of
the approval of the General Meeting does not, however, invalidate the representative authority
of the Supervisory Board in this respect.

Liability of members of the Supervisory Board and the Executive Board

Under Dutch law, members of management may be liable to the Company for damages in the
event of improper or negligent performance of their duties. They may be jointly and severally
liable for damages to the Company and to third parties for infringement of the Articles of
Association or of certain provisions of the Dutch Civil Code. In certain circumstances, members of
management may also incur additional specific civil and criminal liabilities. Members of the
Executive Board, the Supervisory Board, and certain executive officers of SNS REAAL are insured
under an insurance policy against damages resulting from their conduct when acting in the
capacities as such members or officers.

Also, Articles of Association stipulate that current and former members of the Executive Board
and the Supervisory Board are entitled to reimbursement of:

costs of conducting a defence against claims based on acts or failures to act in the exercise
of their duties or the exercise of any other duties currently or previously performed by them
at the Company’s request in a direct or indirect wholly-owned subsidiary of the Company

any damages or fines payable by them as a result of an act or failure to act as referred to
above

costs of appearing in other legal proceedings in which they are involved as current or
former members of the Executive Board or the Supervisory Board, with the exception of
proceedings primarily aimed at pursuing a claim on their own behalf

There shall, however, be no entitlement to reimbursement if and to the extent that:

it has been established by a Dutch court in a final and conclusive decision that the act or
failure to act of the person concerned may be characterised as wilful (opzettelijk),
intentionally reckless (bewust roekeloos) or seriously culpable (ernstig verwijtbaar) conduct,
unless (i) Dutch law provides otherwise or (ii) this would be unacceptable in view of the
requirements of reasonableness and fairness (redelijkheid en billijkheid) when taking into
account the relevant circumstances
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the person concerned has failed to notify the Company in writing as soon as practicable of
the circumstances that may result in the costs or financial loss or, as the case may be, of the
costs or financial loss; or

the costs or financial loss of the person concerned are covered by an insurance and the
insurer has paid out the costs or financial loss

Labour relations

Employees
The average numbers of employees employed by SNS REAAL in the last three years were:

2004 2005 2006

Number of full time employees 4,174 4,082 4,277
Number of part time employees 1,686 1,721 1,797

Total number of employees 5,860 5,804 6,074

The following table shows the average number of FTEs employed by SNS Bank, REAAL
Verzekeringen and the Company including SNS REAAL Invest and SNS Asset Management in the
last three years:

2004 2005 2006

SNS Bank 3,328 3,158 3,197
REAAL Verzekeringen 1,749 1,732 1,791
The Company including SNS REAAL Invest and SNS Asset
Management (form 1 July 2006) 306 446 621

Total 5,383 5,336 5,609

Trade union relations and works councils
Collective bargaining agreements apply to all SNS REAAL’s employees, except for senior
executives, including the members of the Executive Board, the members of the Board of SNS
Bank, the members of the Board of REAAL Verzekeringen, and the members of the Board of SNS
REAAL Invest. These collective bargaining agreements expired on 1 June 2007. Negotiations
concerning new collective bargaining agreements are pending.

Within SNS REAAL there are currently works councils at SNS Bank and REAAL Verzekeringen, and
a Central Works Council. A works council is a representative body of the employees of a Dutch
enterprise elected by the employees. The management board of any company that runs an
enterprise with a works council, must seek the non-binding advice of the works council before
taking certain decisions with respect to the enterprise, such as those related to a major
restructuring, a change of control, or the appointment or dismissal of a member of the
management board. If the decision to be taken is not in line with the advice of the works council,
the implementation of the relevant decision must be suspended for one month, during which
period the works council may appeal against the decision at the Enterprise Chamber. Certain
other decisions directly involving employment matters that apply either to all employees or
certain groups of employees, may only be taken with the works council’s consent. In the absence
of such prior consent, the decision may nonetheless be taken with the prior consent of the sector
Cantonal of the District Court.

Long-term incentive plan
In February 2006, the Supervisory Board approved a long-term incentive plan (LTIP) for senior
management, including the members of the Executive Board and the key corporate officers
referred to in “Other key corporate officers”. The LTIP became effective as of 1 January 2006.
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Under the LTIP eligible persons are in principle entitled to a bonus of 15% to 40% (depending on
their position) of their gross annual salary if the Company’s ROE meets the target as laid down in
the Company’s annual operational plan for a three-year period. If the Company’s ROE does not
meet the targeted percentage in a particular year the bonus will be adjusted downwards or the
eligible employees will not be entitled to a bonus for the relevant period (depending on the
ROE). If the targeted ROE is not met in the second or third year of the relevant three-year period,
the bonus for the previous one or two years will be reduced by 1/3rd or 2/3rd, as the case may be.
If the Company’s ROE is higher than targeted, the bonus will increase to a maximum of 25% to
50% (depending on the eligible person’s position). The bonus is payable after three years. The
eligible person is allowed to use 50% of the net bonus to purchase Ordinary Shares with a 10%
discount.

In case of termination of an eligible person’s employment agreement with SNS REAAL, the
eligible person will be entitled to (i) a pro rata bonus if they qualify as a so-called good leaver or
(ii) no bonus if they do not qualify as such. In the latter case, the Supervisory Board (in case of a
member of the Executive Board) or the Executive Board (in case of another eligible person) may
determine a reasonable bonus. One qualifies as a good leaver if the employment agreement is
terminated because of, among other things, death, illness, disability or retirement of the relevant
person or reorganisation (whereby the employment agreement is terminated at the initiative of
the Company) or liquidation of the relevant operational unit of SNS REAAL. In case the Company
is taken over, merges or is declared bankrupt (or other similar events), the Supervisory Board (in
case of the members of the Executive Board) or the Executive Board (in case of another eligible
person) may decide on the entitlement to a bonus under the LTIP.

Long-term bonus scheme
At the General Meeting on 9 May 2007, a new long-term bonus scheme was approved for the
members of the Executive Board.

The scheme provides for a long-term bonus to be awarded annually in the form of a conditional
entitlement to shares. The value of this entitlement for at-target performance will be 40% of the
gross annual salary for members of the Executive Board and 50% for the chairman of the
Executive Board. The shares will be vested definitively three years after the conditional award.
The amount of the definitive award will be calculated on the basis of the conditional award and
the extent to which the performance criteria have been met.

The performance criteria are partly financial (70%) and partly qualitative (30%). The financial
criteria are twofold. The first criterion is the return on shareholders’ equity: 35% of the
conditionally awarded shares will be vested definitively if the target is reached and up to 70% of
the conditional award will be vested as a reward for excellent performance. The second criterion
is the relative total shareholder return: 35% of the conditionally awarded shares will be vested
definitively if the target is reached and up to 70% of the conditional award will be vested as a
reward for excellent performance. The total number of vested shares can therefore range
between 0% and 170% of the conditionally awarded shares. The Company aims to implement a
similar bonus scheme for senior management, including key corporate officers referred to in
“Other key corporate officers”.

The second part of the long-term bonus scheme only contains members of the Executive Board.
With a view to ensuring that the interests of the member of the Executive Board are aligned with
those of the shareholders, participation in the long-term bonus scheme is conditional upon the
members of the Executive Board building up and retaining a considerable shareholding in the
Company. Members of the Executive Board must undertake to acquire, within a six-year period,
shares in the Company to the value of one year’s gross annual salary. Compliance with this
undertaking will be monitored annually by the Supervisory Board and any shortfall will have to
be made up by acquiring additional shares. To facilitate the build-up of shareholdings by
Executive Board members, the Company will apply a ‘share matching’ model, whereby the
Company will match investments in shares with a number of shares equal to 25% (net) of the
investment. Because the Supervisory Board had promised the Executive Board members to set up
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a long-term bonus scheme for 2006, on inception of the scheme, the Company award each
member of the Executive Board a number of shares, by way of an initial holding, equal to 135%
of the at-target award (as described above, viz. 40% of the fixed gross annual salary for the
members of the Executive Board and 50% of the fixed gross annual salary for the chairman of
the Executive Board). The initial award will therefore be 54% of the fixed gross annual salary for
the Executive Board members and 67.5% of the fixed gross annual salary for the chairman of the
Executive Board.

Pension scheme

Effective from 1 January 2004, SNS REAAL’s pension schemes were changed from final pay to
average pay schemes. SNS REAAL’s pension fund was separated from SNS REAAL. Further, as from
2005 up to and including 2009, SNS REAAL only contributes a fixed pension premium of 21.5% of
gross salary to the SNS REAAL pension fund (with employees paying to SNS REAAL up to 5% of
their pensionable income). After this five-year period, the financing agreement will be
automatically extended for another five years unless the financing agreement is terminated by
either the SNS REAAL pension fund or SNS REAAL. If extended, the level of the premium may be
renegotiated. SNS REAAL thus now has a defined contribution pension scheme for its employees
based on career average pay. The financing agreement has been approved by DNB. Former
Zurich employees participate in this scheme as of 1 July 2004 with regard to their pension
accruing as of that date. Former employees of Nieuwe Hollandse Lloyd have not yet been
included in this scheme. SNS REAAL’s retirement age for employees who were born prior to
1 January 1949 varies between 59 and 62 years, while the retirement age for the other employees
is between 62 and 65 (see “OPERATING AND FINANCIAL REVIEW -- Accounting principles --
Pensions and the SNS REAAL pension fund”).
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Corporate Governance
The Company acknowledges the importance of good corporate governance. In accordance with
the Large Company Regime applicable to it, the Company has a two-tier board structure,
consisting of the Executive Board and the Supervisory Board. See “SUPERVISORY BOARD,
MANAGEMENT AND EMPLOYEES”.

On 9 December 2003, the Dutch Corporate Governance Committee, also known as the Tabaksblat
Committee, released the Code. The Code contains 21 principles and 113 best practice provisions
for management boards, supervisory boards, shareholders and general meetings of shareholders,
financial reporting, auditors, disclosure, compliance and enforcement standards.

The Code applies to all Dutch companies listed on a government-recognised stock exchange,
whether in the Netherlands or elsewhere. Such companies are required under Dutch law to
disclose in their annual reports whether or not they apply those provisions of the Code that are
addressed to the executive board or supervisory board of the company and, if they do not apply
those provisions, to give the reasons for such non-application. This disclosure requirement
commenced with respect to those annual reports for the financial years beginning on or after
1 January 2004.

The Code provides that if a company’s general meeting of shareholders explicitly approves the
corporate governance structure and policy and endorses the explanation for any deviation from
the best practice provisions, such company will be deemed to have applied the Code. The
Company has not applied a limited number of best practice provisions, as it has not considered
them to be in the interests of the Company and its stakeholders.

The best practice provisions currently not applied by the Company are:

Members of the Executive Board may only be appointed for a maximum term of four years
at a time. Further, as a general rule, the maximum compensation to a member of the
Executive Board in the event of dismissal, is one year’s base salary. The terms and conditions
of employment of the current members of the Executive Board deviate from the foregoing.
The members of the Executive Board were appointed prior to the release of the Code for an
unlimited term and in accordance with applicable law. However, the employment
agreement of the CEO of the Company stipulates that the Supervisory Board intends to
terminate his appointment as member of the Executive Board as of 1 January 2009 as a
result of which his employment agreement will terminate. No fixed compensation has been
agreed upon with the members of the Executive Board in the event of dismissal, except for
the CEO of the Company. See “SUPERVISORY BOARD, MANAGEMENT AND EMPLOYEES
-- Employment agreements”. While the Company will consider in respect of each new
appointment whether it is in the interests of the Company and its stakeholders to apply the
relevant best practice provisions, the Company believes that maintaining the freedom to
agree, on a case-by-case basis, on the relevant terms and conditions of employment, enables
the Company to attract and retain high calibre persons as members of the Executive Board
in a competitive environment.

The members of the Supervisory Board, except for no more than one member, should be
independent within the meaning of the Code. A member of the Supervisory Board qualifies
as independent within the meaning of the Code if none of the eight criteria of dependence,
as stipulated in the Code, apply to such member. Because the Selling Shareholder holds
more than 10% of the issued and outstanding Ordinary Shares, two of the members of the
Supervisory Board are not deemed to be independent since they are also members of the
board of the Selling Shareholder (see “SELLING SHAREHOLDER -- Management”). In this
regard, the Company believes it important to note that the nature and purpose of the
Selling Shareholder can and should be distinguished from those of many other (major)
shareholders in listed companies. The Selling Shareholder, being a foundation, has no
members or shareholders and has limited objects (none of which are commercial objects),
including the specific object to represent the interests of the Company, in such manner that
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the interests of the Company and of all those involved with the Company shall be guarded
in the best possible way. This object is included in the articles of association of the Selling
Shareholder. See “SELLING SHAREHOLDER -- Purpose”.

A member of the Supervisory Board should not participate in the Supervisory Board’s
deliberations and decision-making process in respect of a subject or transaction in relation
to which the Supervisory Board member has a conflict of interest. Depending on the specific
circumstances, the two members of the Supervisory Board who are also members of the
board of the Selling Shareholder may have a conflict of interest in relation to certain
subjects or transactions, because of their position as board member of the Selling
Shareholder, although, having regard to the specific object of the Selling Shareholder as
referred to above, the Company believes that the likelihood of such a conflict of interest
arising would be limited. Accordingly, it has been decided that (i) the relevant members of
the Supervisory Board shall not participate in deliberations and decision-making of the
Supervisory Board concerning agreements between the Company and the Selling
Shareholder, and (ii) in principle in all other cases these members would be permitted to
participate in the deliberations and decision-making process by the Supervisory Board.
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Selling Shareholder
Introduction
The Selling Shareholder is a foundation (stichting) established under the laws of the Netherlands.
The seat of the Selling Shareholder is in Utrecht, the Netherlands. The registered office of the
Selling Shareholder is Utrechtseweg 1, 3811 NA Amersfoort, the Netherlands and the Selling
Shareholder is registered in the Commercial Register of the Utrecht Chamber of Commerce,
under number 41091124. The articles of association of the Selling Shareholder were last amended
by notarial deed on 3 May 2006 before a duly authorised substitute of Mr. P. Klemann, civil law
notary in Amsterdam.

Under Dutch law, a foundation is a legal person which has no members or shareholders and
whose purpose is to realise an object stated in its articles of association using capital allocated to
such purpose. The foundation’s objects may not include the making of distributions to any
founder or to those participating in its constituent bodies or to other parties, unless, as regards
the latter, the distributions have an idealistic (ideële) or social object.

The following description of the Selling Shareholder’s structure is based on, and qualified in its
entirety by reference to the full text of the articles of association of the Selling Shareholder.

Purpose
Pursuant to article 2 of its articles of association, the Selling Shareholder’s objects are:

to render financial services, more specifically by participating by means of ordinary shares in
the share capital of the Company;

to represent the interests of the Company, in such manner that the interests of the
Company and of all those involved with the Company shall be guarded in the best possible
way; and

to make distributions with an idealistic (ideële) or social purpose

and to undertake all that which is connected to the foregoing or in furtherance thereof.

The Selling Shareholder shall only make or effect distributions with an idealistic or social purpose
in accordance with the advice of another foundation, Stichting SNS REAAL Fonds.

History
The Selling Shareholder was established as a foundation on 12 December 1988 and was the only
shareholder of, at that time, SNS Groep N.V. Many predecessors to SNS Bank were also
foundations. In 1997, a merger took place between the Selling Shareholder and the foundation
that at that time held the majority of the shares in REAAL Groep N.V. (Stichting Continuïteit
REAAL Groep). REAAL Groep N.V. held all the shares in insurance companies which had their
roots in the trade union movement and the social democratic movement starting at the end of
the 19th century and two banks that were also linked to the trade union movement. Later a
further merger took place with, among other things, Stichting NOG.

For many years, the board of the Selling Shareholder comprised of managers chosen from the
ranks of various predecessors. The specific object of the Selling Shareholder to represent the
interests of the Company in such manner that the interests of the Company and of all those
involved with the Company shall be guarded in the best possible way, is based on this history.

As of 27 July 2005 until the initial public offering in May 2006, the Selling Shareholder held all
issued and outstanding Ordinary Shares. Prior to 27 July 2005, all issued and outstanding
Ordinary Shares were held by Stichting Administratiekantoor SNS REAAL, a trust office, and the
Selling Shareholder held all non-voting depositary receipts issued by Stichting
Administratiekantoor SNS REAAL and one registered priority share issued by the Company. The
Company believed that the certification of its Ordinary Shares was not in accordance with,
among other things, the spirit of the Code, in view of which it was decided to deregister the
depositary receipts. The Stichting Administratiekantoor SNS REAAL has ceased to exist.
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Furthermore, the Company and the Selling Shareholder have converted the registered priority
share held by the Selling Shareholder into an Ordinary Share.

Prior to the offering, the Selling Shareholder held approximately 65.5% of the Ordinary Shares.

Management
The Selling Shareholder’s board (bestuur) is responsible for the management of the Selling
Shareholder, its administration and disposal of its assets within the limits of its objects.

The Selling Shareholder’s board appoints its own members and determines the number of
members. Until 3 May 2006, the Selling Shareholder’s board consisted of the board members that
also constituted the Supervisory Board of SNS REAAL. The number of members of the Selling
Shareholder’s board was then decreased to five and it was determined that no more than three
of the Selling Shareholder’s board members may be (former) members of the Supervisory Board
and two members must be independent of SNS REAAL. For these purposes, the Selling
Shareholder considers a former member of the Executive Board or the Supervisory Board to be
independent of SNS REAAL if this person ceased to hold such position more than four years prior
to appointment to the board of the Selling Shareholder. The chairperson and the deputy
chairperson of the board of the Selling Shareholder may not be members of the Supervisory
Board (see also “CORPORATE GOVERNANCE”). Members of the Selling Shareholder’s board are
appointed for a term of four years and may be reappointed twice, each for a further term of four
years. The members of the Selling Shareholder’s board are required to resign according to a
rotation schedule determined by the board itself. The person appointed to fill an interim vacancy
is appointed for the remaining term of his predecessor.

The Selling Shareholder’s board may grant remuneration to its members or to one or more of its
members. Members of the board will be reimbursed for their expenses.

The Selling Shareholder’s board or two members of the board acting jointly are authorised to
represent the Selling Shareholder.

The members of the Selling Shareholder’s board are:

Name Business experience and activities

R. Zwartendijk Mr Zwartendijk is the former president and CEO of Ahold USA Inc.; chairman
of the supervisory board of Royal Numico, Nutreco Holding and Blokker
Holding; member of the supervisory board of Randstad Holding.
Mr Zwartendijk is also a member of the International Advisory Board Esade
University (Spain).

J.M. Overmeer Mr Overmeer is a former member of the board of Aegon Nederland;
chairman of the supervisory board of Amvest; member of the supervisory
board of Thialf; member supervisory board Blue Sky Group. Mr Overmeer is
also a board member of the Stichting Administratiekantoor Preferente
Financieringsaandelen ABN Amro Holding.

S.C.J.J. Kortmann see “SUPERVISORY BOARD, MANAGEMENT AND EMPLOYEES --
Supervisory Board”

H. Muller see “SUPERVISORY BOARD, MANAGEMENT AND EMPLOYEES --
Supervisory Board”

J. den Hoed Mr Den Hoed is the former CFO of AKZO Nobel N.V. Until 9 May 2007,
Mr Den Hoed was a member of the supervisory board of SNS REAAL.

Share ownership
Based on the closing price of SNS REAAL shares on 8 June 2007 of €17.29, and based on the
maximum offering size of € 600 million, the Selling Shareholder would dilute its ownership in
SNS REAAL from approximately 65.5% to approximately 54.7%, resulting in a free float post
transaction of approximately 45.3%. This offering will not dilute the Selling Shareholder to a
minority shareholding, however, the Selling Shareholder accepts that future growth of SNS
REAAL may require it to become a minority shareholder.
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No other parties have notified a shareholding of 5% or more in SNS REAAL.

Lock-up
The Selling Shareholder agreed with the Underwriters not to, among other things, issue, offer,
pledge, sell, contract to sell, grant any option to purchase or otherwise dispose of, any Shares (or
any securities convertible into or exchangeable for Shares or which carry rights to subscribe or
purchase Shares) or enter into a transaction (including a derivative transaction) having an effect
on the market in the Shares or publicly announce any intention to do any of such things, during
the period commencing on the date of the Underwriting Agreement and ending 360 days after
the Settlement Date, without the prior written consent of the Joint Bookrunners, in accordance
with or pursuant to the Underwriting Agreement.

Strategy

Use of proceeds
The Selling Shareholder will use the net proceeds from the offering of the existing Ordinary
Shares and, if the Over-Allotment Option is exercised, the Additional Shares, to support its
purpose (see “Purpose”).

Dividend
The Selling Shareholder appreciates the possible concern of investors that, as minority
shareholders, they could be diluted in their shareholding in the Company if shareholders are
offered the choice to receive dividends in the form of Ordinary Shares and/or in cash.
Accordingly, the Selling Shareholder has agreed with the Company that if shareholders of the
Company are offered the choice to receive dividends in the form of Ordinary Shares and/or in
cash, it will receive its dividend in the form of Ordinary Shares and/or cash in the same
proportion as the other shareholders would elect to receive, thereby avoiding a change in its
percentage shareholding (see “Related party transactions” and “DIVIDENDS AND DIVIDEND
POLICY -- Dividend policy”).

Ownership level of the Selling Shareholder
The Selling Shareholder endorses that the purpose of the offering is directed at the growth of
SNS REAAL. The Selling Shareholder accepts that future growth of SNS REAAL may require the
Selling Shareholder to become a minority shareholder. After this offering the Selling Shareholder
will still be a majority shareholder.

Related Party Transactions

Pledge Ordinary Shares
At the time of the merger between SNS Groep N.V. and REAAL Groep N.V., the Company
acquired part of the shares in the capital of REAAL Groep N.V. from Stichting tot beheer van FNV
Aandelen REAAL Groep N.V. (Foundation for the management of FNV Shares REAAL Groep N.V.)
The purchase price for these shares was partly paid at the time of the transaction. In respect of
the remainder of the purchase price, parties entered into a loan agreement. In relation to this
loan, it has been agreed that the Selling Shareholder is required to grant a pledge on a
percentage of the (depository receipts for) Ordinary Shares to the benefit of Foundation for the
management of FNV Shares REAAL Groep N.V. This percentage is calculated annually on the basis
of the outstanding amount of the loan and the intrinsic value of the Ordinary Shares, within 30
days after the publication of the Company’s annual accounts. 26 February 2007 the Selling
Shareholder granted a pledge on 6,818,483 Ordinary Shares (at that time representing 2.9% of
the issued and outstanding Ordinary Shares) to Federatie Nederlandse Vakvereniging (Federation
Dutch Trade Union). Each year after repayment of a part of the outstanding debt, the percentage
of Ordinary Shares subject to this right of pledge is recalculated.
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Agreement between the Company and the Selling Shareholder
On 3 May 2006, the Company and the Selling Shareholder entered into an agreement pursuant
to which the Selling Shareholder has agreed that if it is decided that shareholders are offered the
choice to receive dividends in the form of Ordinary Shares and/or in cash the Selling Shareholder
will receive its dividend in the form of Ordinary Shares and/or cash in the same proportion as the
other shareholders would elect to receive, thereby avoiding a change in its percentage
shareholding. The Selling Shareholder is entitled to terminate this agreement taking into account
a six months notice period. Furthermore, an amendment to this agreement will only become
effective after six months. If the Selling Shareholder notifies the Company that it wishes to
terminate the agreement or in case of an amendment of the agreement, the Company will notify
the (other) shareholders by way of a press release.

Undertaking by the Selling Shareholder in connection with the offering
By way of backstop in the event of insufficient demand in the offering, the Selling Shareholder
has undertaken not to sell any of its existing Ordinary Shares and to subscribe at the request of
the Executive Board for up to 65.5% of the new Ordinary Shares being offered.

To the extent the offering is over-subscribed, the Selling Shareholder shall, at the request of the
Executive Board, not subscribe for new Ordinary Shares but sell up to €250 million of its existing
Ordinary Shares, including the Over-allotment Option. Any sale of existing Ordinary Shares by
the Selling Shareholder in the offering would dilute the Selling Shareholder’s current
shareholding and contribute to an increase of liquidity. After this offering the Selling
Shareholder will still be a majority shareholder.
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Dutch Taxation
Certain Dutch tax consequences for holders of Ordinary Shares
The following summary describes certain principal Netherlands tax consequences of the
acquisition, holding, redemption and disposal of Ordinary Shares, but does not purport to be a
comprehensive description of all Netherlands tax considerations that may be relevant. This
summary is intended to serve only as general information, and each prospective investor should
consult a professional tax adviser with respect to the tax consequences of an investment in
Ordinary Shares.

This summary is based on tax legislation, published case law, treaties, regulations and published
policy, in force as of the date of this document. It does not take into account any developments
or amendments thereof after that date, whether or not such developments or amendments have
retroactive effect.

This summary does not address the Netherlands tax consequences for:

(A) Holders of Ordinary Shares holding a substantial interest (aanmerkelijk belang) in the
Company. Generally speaking, a holder of Ordinary Shares holds a substantial interest in the
Company if such holder, alone or, where such holder is an individual, together with his or
her partner (statutory defined term) or certain other related persons, directly or indirectly,
holds (i) an interest of 5% or more of the total issued capital of the Company or of 5% or
more of the issued capital of a certain class of shares of the Company, (ii) rights to acquire,
directly or indirectly, such interest or (iii) certain profit sharing rights in the Company.

(B) Holders of Ordinary Shares that are subject to special tax rules, including dealers in securities,
financial institutions, investment institutions and insurance companies.

(C) Corporate holders of Ordinary Shares holding, alone or together with related corporate
entities, a participation (deelneming) in the Company. Generally speaking, a shareholding is
considered to qualify as a participation if it represents an interest of 5% or more of the
nominal paid-up share capital.

Dividend tax

Withholding requirement
The Company is required to withhold 15% Netherlands dividend tax in respect of proceeds from
the Ordinary Shares, which include:

(i) proceeds in cash or in kind, including deemed and constructive proceeds;

(ii) liquidation proceeds, proceeds on redemption of the Ordinary Shares and, as a rule, the
consideration for the repurchase of the Ordinary Shares by the Company in excess of its
average paid-in capital recognised for Netherlands dividend tax purposes, unless a particular
statutory exemption applies;

(iii) the par value of Ordinary Shares issued to a holder of the Ordinary Shares or an increase of
the par value of the Ordinary Shares, except when the (increase in the) par value of the
Ordinary Shares is funded out of the Company’s paid-in capital as recognised for Netherlands
dividend tax purposes; and

(iv) partial repayments of paid-in capital for tax purposes, if and to the extent there are
qualifying profits (zuivere winst), unless the General Meeting has resolved in advance to
make such repayment and provided that the nominal value of the Ordinary Shares concerned
has been reduced by an equal amount by way of an amendment of the Articles of
Association and the paid-in capital is recognised as capital for Netherlands dividend tax
purposes.
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Residents of the Netherlands
If a holder is a resident of the Netherlands, Netherlands dividend tax which is withheld with
respect to proceeds from the Ordinary Shares will generally be creditable for Netherlands
corporate income tax or Netherlands income tax purposes if the holder is the beneficial owner (as
described below) thereof.

On request and if certain conditions are met, a refund of the Netherlands dividend tax is
available to certain exempt entities such as Netherlands qualifying pension funds, and
Netherlands investment institutions.

Non-residents of the Netherlands
If a holder is a resident of a country other than the Netherlands and if a treaty for the avoidance
of double taxation with respect to taxes on income is in effect between the Netherlands and that
country, and such holder is the beneficial owner (as described below) of the proceeds from the
Ordinary Shares and a resident for the purposes of such treaty, such holder may, depending on
the terms of that particular treaty, qualify for full or partial relief at source or for a refund in
whole or in part of the Netherlands dividend tax.

A refund of the Netherlands dividend tax is available to EU tax resident entities, provided these
entities are not subject to corporate income tax there and would not be subject to tax, if it were
tax resident in the Netherlands.

Beneficial owner
A recipient of proceeds from the Ordinary Shares will not be entitled to any exemption,
reduction, refund or credit of Dutch dividend tax if such recipient is not considered to be the
beneficial owner of such proceeds. One will not be considered to be the beneficial owner of such
proceeds if, in connection with such proceeds, one has paid a consideration as part of a series of
transactions in respect of which it is likely:

(i) that the proceeds have in whole or in part accumulated, directly or indirectly, to a person or
legal entity that would:

(a) as opposed to the person or legal entity paying the consideration, not be entitled to an
exemption from dividend tax; or

(b) in comparison to the person or legal entity paying the consideration, be entitled to a
lower rate or refund of dividend tax; and

(ii) that such person or legal entity has, directly or indirectly, retained or acquired an interest in
shares, profit-sharing certificates or loans comparable to the interest it had in similar
instruments prior to the series of transactions being initiated.

Corporate and individual income tax

Residents of the Netherlands
If a holder is resident or deemed to be resident in the Netherlands for Netherlands tax purposes
and is fully subject to Netherlands corporate income tax, or is only subject to Netherlands
corporate income tax in respect of its enterprise to which the Ordinary Shares are attributable,
income derived from the Ordinary Shares and gains realised upon the redemption or disposal of
the Ordinary Shares are generally taxable in the Netherlands.

If an individual holder is resident or deemed to be resident in the Netherlands for Netherlands
tax purposes (including the individual holder who has opted to be taxed as a resident of the
Netherlands), income derived from the Ordinary Shares and gains realised upon the redemption
or disposal of the Ordinary Shares are taxable at the progressive rates of the Netherlands Income
Tax Act 2001, if:

(i) the holder has an enterprise, or an interest in an enterprise, to which the Ordinary Shares are
attributable; or
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(ii) such income or gains qualify as income from miscellaneous activities (resultaat uit overige
werkzaamheden), which include the performance of activities with respect to the Ordinary
Shares that exceed regular, active portfolio management (normaal, actief vermogensbeheer).

If neither condition (i) nor (ii) applies to the holder of the Ordinary Shares, taxable income with
regard to the Ordinary Shares must be determined on the basis of a deemed return on income
from savings and investments (sparen en beleggen), rather than on the basis of income actually
received or gains actually realised. At present, this deemed return on income from savings and
investments has been fixed at a rate of 4% of the average of the individual’s yield basis
(rendementsgrondslag) at the beginning of the calendar year and the individual’s yield basis at
the end of the calendar year, insofar as the average exceeds a certain threshold. The average of
the individual’s yield basis is determined as the fair market value of certain qualifying assets held
by the holder of the Ordinary Shares, less the fair market value of certain qualifying liabilities on
1 January and 31 December, divided by two. The fair market value of the Ordinary Shares will be
included as an asset in the individual’s yield basis. The deemed return on income from savings
and investments of 4% will be taxed at a rate of 30%.

Non-residents of the Netherlands
If a holder is not a resident nor deemed to be a resident of the Netherlands for Netherlands tax
purposes (nor has opted to be taxed as a resident of the Netherlands), such holder shall not be
taxed in respect of income derived from the Ordinary Shares and gains realised upon the
redemption or disposal of the Ordinary Shares, unless:

(i) the holder has an enterprise, or an interest in an enterprise, that is, in whole or in part,
carried on through a permanent establishment or a permanent representative in the
Netherlands to which permanent establishment or permanent representative the Ordinary
Shares are attributable; or

(ii) the holder is entitled to a share in the profits of an enterprise that is effectively managed in
the Netherlands, other than by way of securities, and to which enterprise the Ordinary
Shares are attributable; or

(iii) the holder is an individual and such income or gains qualify as income from miscellaneous
activities in the Netherlands, which include the performance of activities in the Netherlands
with respect to the Ordinary Shares that exceed regular, active portfolio management.

Gift and inheritance taxes

Residents of the Netherlands
Generally, gift and inheritance tax will be due in the Netherlands in respect of the acquisition of
the Ordinary Shares by way of a gift by, or on the death of, a holder that is a resident or deemed
to be a resident of the Netherlands for the purposes of Netherlands gift and inheritance tax, at
the time of the gift or his or her death.

A holder of the Netherlands nationality is deemed to be a resident of the Netherlands for the
purposes of Netherlands gift and inheritance tax if he or she has been resident in the
Netherlands during the ten years preceding the gift or his or her death. A holder of any other
nationality is deemed to be a resident of the Netherlands for the purposes of Netherlands gift
and inheritance tax if he or she has been resident in the Netherlands at any time during the
twelve months preceding the time of the gift. The same twelve-month rule may apply to entities
that have transferred their seat of residence out of the Netherlands.

Non-residents of the Netherlands
No gift or inheritance taxes will arise in the Netherlands in respect of the acquisition of the
Ordinary Shares by way of gift by, or as a result of the death of, a holder that is neither a
resident nor deemed to be a resident of the Netherlands for the purposes of the Netherlands gift
and inheritance tax, unless:

(i) such holder at the time of the gift has, or at the time of his or her death had, an enterprise
or an interest in an enterprise that is or was, in whole or in part, carried on through a
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permanent establishment or a permanent representative in the Netherlands, and to which
permanent establishment or permanent representative the Ordinary Shares are or were
attributable; or

(ii) the Ordinary Shares are or were attributable to the assets of an enterprise that is effectively
managed in the Netherlands and the donor is or the deceased was entitled, other than by
way of securities or through an employment contract, to a share in the profits of that
enterprise, at the time of the gift or at the time of his or her death; or

(iii) in the case of a gift of the Ordinary Shares by a holder who at the date of the gift was
neither a resident nor deemed to be a resident of the Netherlands, such holder dies within
180 days after the date of the gift, and at the time of his or her death, such holder was a
resident or deemed to be a resident of the Netherlands.

Value added tax
In general, no value added tax will arise in respect of payments in consideration for the issue of
the Ordinary Shares, or in respect of a cash payment made in respect of the Ordinary Shares, or in
respect of a transfer of Ordinary Shares.

Other taxes and duties
No registration tax, customs duty, transfer tax, stamp duty, capital tax or any other similar
documentary tax or duty will be payable in the Netherlands by a holder in respect of or in
connection with the subscription, issue, placement, allotment, delivery or transfer of the
Ordinary Shares.
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The Offering
Introduction

Shares in the offering
The offering consists of a public offering of €350 million new Ordinary Shares by the Company
and up to €250 million existing Ordinary Shares by the Selling Shareholder. Eligible retail
investors will benefit from preferential allocation subject to certain conditions as discussed
below. All Shares will be offered as part of a single offering.

Over-Allotment Option
In addition, the Selling Shareholder has granted to the Underwriters the Over-Allotment Option,
exercisable within 30 calendar days after the Listing Date, pursuant to which the Sole Global
Coordinator, on behalf of the Underwriters, may require the Selling Shareholder to sell at the
same offer price Additional Shares of up to €50 million to cover over-allotments, if any.

In connection with the offering, the Underwriters, through the Stabilisation Agent, may over-
allot or effect transactions that stabilise or maintain the market price of the Shares at levels
above those which might otherwise prevail in the open market. Such transactions, if commenced,
may be effected on Euronext Amsterdam, in the over-the-counter market or otherwise. There is
no assurance that such stabilisation will be undertaken and, if it is, it may commence as early as
the Trading Date, may be discontinued at any time without prior notice and will end no later
than 30 calendar days after the Trading Date.

The table below sets forth the maximum Shares offered in the offering, and the maximum
Additional Shares which the Selling Shareholder may be required to sell in case of exercise of the
Over-Allotment Option.

(in EUR million)
Total maximum Shares

(no exercise of Over-Allotment Option)
Total maximum Shares

(full exercise of Over-Allotment Option)
New Ordinary Shares 350 350
Existing Ordinary Shares 200 200
Additional Shares none 50
Total 550 600

Institutional and retail offering
The offering consists of a public offering to institutional and retail investors in the Netherlands
and an international offering to certain institutional investors.

Offer Price
The offer price will be determined on the basis of a bookbuilding process and on the basis of the
quoted share price as well as the demand in the offering. The definitive offer price and the exact
number of shares offered will be determined by the Company and the Selling Shareholder
following recommendations from the Joint Bookrunners taking into account market conditions, a
qualitative assessment of demand for the shares, the Company’s share price development and
any other factors deemed appropriate.

The offer price and the exact number of Shares offered will be determined after termination of
the Subscription Period and will be announced in a press release and in an advertisement in the
Daily Official List, and details thereof will be set out in a pricing statement which will be
deposited with the AFM.
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Timetable
Subject to acceleration or extension of the timetable for the offering, the timetable below sets
forth certain expected key dates for the offering.
Event and date
Start of Subscription Period qualified investors 13 June 2007
Start of Subscription Period for retail investors 14 June 2007
End of Subscription Period 21 June 2007
Announcement of offer price and number of Shares (publication of the pricing statement) 22 June 2007
Allotment Date 22 June 2007
Trading Date 22 June 2007
Listing Date 26 June 2007
Settlement Date 26 June 2007

Subscription
Subscription Period
Subject to acceleration or extension of the timetable for the offering, prospective investors may
apply to subscribe for the Shares during the period commencing on 14 June 2007 at 09.00 hours
Amsterdam time and ending on 21 June 2007 at 17.30 hours Amsterdam time. In the event of an
acceleration or extension of the Subscription Period, pricing, allocation, listing and first trading
and payment for and delivery of the Shares in the offering may be advanced or extended
accordingly. If a significant new factor, material mistake or inaccuracy relating to the information
included in this prospectus which is capable of affecting the assessment of the Shares arises or is
noted prior to the end of the Subscription Period, a supplement to this prospectus will be
published and investors who have already agreed to purchase Shares may withdraw their
subscriptions within three business days following the publication of the supplement.

Acceleration or extension
Any acceleration of the timetable for the offering will be published in a press release at least
three hours before the proposed termination of the accelerated Subscription Period. Any
extension of the timetable for the offering will be published in a press release at least three
hours before the end of the original Subscription Period, provided that such extension will be for
a minimum of one full business day.

Over-subscription
In the event the offering is over-subscribed, investors may receive a smaller number of Shares
than they applied to subscribe for. The Underwriters may, at their own discretion and without
stating the grounds, reject any subscriptions wholly or partly.

Allocation
Allocations to investors that applied to subscribe for Shares will be made on systematic basis, and
full discretion will be exercised as to whether or not and how to allocate the Shares applied for.
As a result, certain investors may not be allocated Shares that they applied to subscribe for.
Ultimately, the Company will determine the allocation of the Shares.
Notwithstanding the above, it is intended that eligible investors will benefit from preferential
allocation (see “Preferential Retail Allocation”). On the Allotment Date, the Joint
Bookrunners will communicate to the admitted institutions the aggregate number of Shares
allotted to their clients, in conformity with market practice. On the same date, the Joint
Bookrunners will communicate to the institutional investors the number of Shares allotted to
them.

Preferential Retail Allocation
Introduction
There will be a preferential allocation of Shares to eligible retail investors in the Netherlands.
Each eligible retail investor will be allocated the first two hundred Shares that such investor
applies to subscribe for. The exact number of Shares allocated to retail investors will be
determined after the end of the Subscription Period. Preferential allocation will only apply to the
first two hundred Shares applied for per eligible retail investor, and full discretion is retained as
to whether or not and how to allocate the remainder of the Shares applied for.
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For the purpose of the Preferential Retail Allocation an eligible retail investor is either (i) a
natural person resident in the Netherlands or (ii) a special investment vehicle having its seat in
the Netherlands, which is a legal entity established for the express and sole purpose of providing
asset management and/or retirement planning services for an individual natural person. To be
eligible for preferential allocation, retail investors must further place their orders through a
securities account in the Netherlands with SNS Bank, Rabobank or any other member of Euronext
Amsterdam that is a member of the selling group.

Retail investors participating in the offering will be deemed to have checked whether and
confirmed that they meet the selling and transfer restrictions as discussed in “SELLING AND
TRANSFER RESTRICTIONS”. If in doubt, retail investors should consult their professional
advisors. An eligible retail investor may only place one order to benefit from preferential
allocation. If the Company or the Joint Bookrunners determine, or have reason to believe, that a
single investor has submitted multiple applications through one or more members of Euronext
Amsterdam, they may disregard such applications.

Apart from the Preferential Retail Allocation, full flexibility is retained with respect to allocation.
All Shares will be offered as part of a single offering. There is no separate tranche for retail
investors.

The exact number of Shares allocated to retail investors will be determined after the end of the
Subscription Period.

Retail application
The period during which applications to subscribe for Shares may be received from retail
investors will commence on 14 June 2007 at 09.00 hours Amsterdam time and end on 21 June
2007 at 17.30 hours Amsterdam time, subject to acceleration or extension.

Eligible retail investors wishing to purchase Shares may submit a share application, free of
charge, through the regular channels of SNS Bank, Rabobank or any other member of Euronext
Amsterdam which has agreed to the conditions set by the Joint Bookrunners applicable to the
acceptance of share applications Investors should inquire about the costs that such financial
intermediaries may charge and will be solely responsible for any such costs.

Share applications must be received before 17.30 hours Amsterdam time on the last day of the
Subscription Period (currently expected to be 21 June 2007), subject to acceleration. In the event
of an acceleration of the Subscription Period, the pricing, allocation, listing and payment for and
delivery of the Shares in the offering may be advanced accordingly. If the Company or the Joint
Bookrunners determine, or have reason to believe, that a single investor has submitted multiple
applications through one or more members of Euronext Amsterdam, they may disregard such
applications.

Retail price
Retail investors can only subscribe on a bestens basis. This means that retail investors will be
bound to purchase and pay for the Shares indicated in their share application, to the extent
allocated to them, at the offer price, even if the offer price is above the latest available closing
price of SNS REAAL. Retail investors are entitled to cancel or amend their application, at the
financial intermediary where their original application was submitted, at any time prior to the
end of the Subscription Period.

Other

Payment
Payment for the Shares, and payment for Additional Shares which may be part of the Over-
Allotment Option if this has been exercised prior to the Settlement Date, will take place on the
Settlement Date. The offer price of the allocated Shares must be paid in full in euro. It is exclusive
of any taxes and expenses, if any, which must be borne by the investor. The offer price of the

Prospectus Public Offering 2007 SNS REAAL N.V. 207



Shares must be paid by investors in cash upon remittance of their share application or,
alternatively, by authorising their financial intermediary to debit their bank account with such
amount for value on or about 26 June 2007 (or earlier in the case of an early closing of the
Subscription Period and consequent acceleration of pricing, allocation, first trading and payment
and delivery).

Delivery, clearing and settlement
The Shares will be registered shares which are entered into the collection deposit
(verzameldepot) and giro deposit (girodepot) on the basis of the Securities Giro Act (Wet Giraal
Effectenverkeer). Application has been made for the Shares to be accepted for delivery through
the book-entry facilities of Euroclear Nederland. Delivery of the Shares is expected to take place
on or about 26 June 2007 through the book-entry facilities of Euroclear Nederland, in accordance
with its normal settlement procedures applicable to equity securities and against payment for the
Shares in immediately available funds.

Subject to acceleration or extension of the timetable for the offering, the Settlement Date, on
which the closing of the offering is scheduled to take place, is expected to occur on or about
26 June 2007. The closing of the offering may not take place on the Settlement Date or at all if
certain conditions or events referred to in the Underwriting Agreement (see “SUBSCRIPTION
AND SALE”) are not satisfied or waived or occur on or prior to such date. Such conditions
include the receipt of officers’ certificates and legal opinions and such events include the
suspension of trading on Euronext Amsterdam or a material adverse change in the Company’s
financial condition or business affairs or in the financial markets.

There are certain restrictions on the transfer of the Company’s Ordinary Shares, as detailed in
“SELLING AND TRANSFER RESTRICTIONS”.

Listing and trading
Application has been made to list all the new Ordinary Shares on Eurolist by Euronext under the
existing symbol “SR”. Subject to acceleration or extension of the timetable for the offering,
trading in the new Ordinary Shares on Eurolist by Euronext is expected to commence on or about
22 June 2007. Admission to listing of the new Ordinary Shares is expected to occur on 26 June
2007. If closing of the offering does not take place on the Settlement Date or at all, the offering
will be withdrawn, all subscriptions for the Shares will be disregarded, any allotments made will
be deemed not to have been made, any subscription payments made will be returned without
interest or other compensation. Euronext Amsterdam is not responsible or liable for any damage
to any person as a result of such withdrawals.

Lock-up
The Company and the Selling Shareholder have agreed with the Underwriters not to, among
other things, issue, offer, pledge, sell, contract to sell, grant any option to purchase or otherwise
dispose of, any Shares (or any securities convertible into or exchangeable for Shares or which
carry rights to subscribe or purchase Shares) or enter into a transaction (including a derivative
transaction) having an effect on the market in the Shares or publicly announce any intention to
do any of such things, during the period commencing on the date of the Underwriting
Agreement and ending, in case of the Company, 180 days, and in case of the Selling Shareholder,
360 days after the Settlement Date, without the prior written consent of the Joint Bookrunners,
in accordance with or pursuant to the Underwriting Agreement.

Ranking
The rights of holders of new Ordinary Shares, existing Ordinary Shares and Additional Shares will
rank pari passu with each other and with all other Ordinary Shares with respect to voting rights
and distributions. Each Share entitles the holder thereof to cast one vote at the General Meeting.
See “DESCRIPTION OF SHARE CAPITAL AND CORPORATE STRUCTURE”.
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Roles

Sole Global Coordinator
Lehman Brothers is acting as Sole Global Coordinator in connection with the offering.

Joint Bookrunners
Lehman Brothers and Rabo Securities are acting as Joint Bookrunners in connection with the
offering.

Co-Lead Manager
SNS Securities is acting as Co-Lead Manager in connection with the offering.

Joint Listing Agents
Lehman Brothers and Rabo Securities are the Joint Listing Agents for the listing of the new
Ordinary Shares on Eurolist by Euronext. The address of Rabo Securities is Rembrandt Tower,
Amstelplein 1, 1096 HA Amsterdam, the Netherlands.

Stabilisation Agent
Lehman Brothers is the Stabilisation Agent with respect to the Ordinary Shares on Eurolist by
Euronext.

Paying Agent
ABN AMRO Bank N.V. is the Paying Agent with respect to the new Ordinary Shares on Eurolist by
Euronext. The address of ABN AMRO Bank N.V. is Kemelstede 2, 4817 ST Breda, the Netherlands.
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Subscription and Sale
The Company is offering €350 million new Ordinary Shares and the Selling Shareholder is
offering up to €250 million existing Ordinary Shares. The offering consists of a public offering to
institutional investors and retail investors in the Netherlands, and an international offering to
certain institutional investors. As part of the offering, there will be a preferential allocation to
eligible retail investors.

Lehman Brothers is Sole Global Coordinator and, together with Rabo Securities, Joint
Bookrunner. The Joint Bookrunners are the representatives of the Underwriters. The commission
to be paid by the Company and the Selling Shareholder to the Underwriters amounts to €11
million assuming that the Over-Allotment Option is not exercised and assuming the maximum
number of Shares is included in the offering. Expenses and commissions will be born by the
Company and the Selling Shareholder in proportion to the proceeds received from the offering.

Subject to certain conditions set forth in the Underwriting Agreement, which will be signed
before publication of the pricing statement, the Company and the Selling Shareholder agree to
issue and sell Ordinary Shares and the Underwriters severally agree to procure subscribers and
purchasers for the Shares. In the event that subscribers or purchasers procured by the
Underwriters fail to pay for those Shares, the Underwriters severally agree to subscribe for and
purchase from the Company and the Selling Shareholder, and pay for, the percentage of Shares
subscribed for or purchased but not paid for listed opposite the names of the Underwriters
below.

Underwriter Percentage
of Shares

Lehman Brothers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60%
Rabo Securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35%
SNS Securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5%

Default
If an Underwriter defaults, the Underwriting Agreement provides that in certain circumstances,
the purchase commitments of the non-defaulting Underwriters may be increased or the
Underwriting Agreement may be terminated.

Representations and warranties
The Underwriting Agreement provides for certain representations and warranties from the
Company concerning this prospectus, the Acquisition, the business of SNS REAAL and the offering
of the Shares, and certain representations and warranties from the Selling Shareholder
concerning the information in this prospectus relating to it and the offering of the Shares.

Termination Underwriting Agreement
The Underwriting Agreement provides that, upon the occurrence of certain events, such as the
suspension of trading on Euronext Amsterdam or a material adverse change in the Company’s
financial condition or business affairs or in the financial markets, and on certain other conditions,
the Underwriting Agreement will be terminated, provided that the Underwriters, upon the
decision of the Joint Bookrunners, have the right to waive the satisfaction of any such conditions
or part thereof. In the event of termination, the offering will be withdrawn, all subscriptions for
the Shares will be disregarded, any allotments made will be deemed not to have been made, any
subscription payments made will be returned without interest or other compensation and
Euronext Amsterdam may cancel transactions that have occurred.

Addresses Underwriters
The addresses of the Underwriters are:

Lehman Brothers: 25 Bank Street, E14 5LE London, United Kingdom;

Rabo Securities: Rembrandt Tower, Amstelplein 1, 1096 HA Amsterdam, the Netherlands;
and

SNS Securities: Nieuwezijds Voorburgwal 162-170, 1012 SJ Amsterdam, the Netherlands.

210 SNS REAAL N.V. Prospectus Public Offering 2007



Stabilisation and short positions
In connection with the offering, the Underwriters, through the Stabilisation Agent, may over-
allot or effect transactions that stabilise or maintain the market price of the Shares at levels
above those which might otherwise prevail in the open market. Such transactions, if commenced,
may be effected on Euronext Amsterdam, in the over-the-counter market or otherwise. There is
no assurance that such stabilisation will be undertaken and, if it is, it may commence as early as
the Trading Date, may be discontinued at any time without prior notice and will end no later
than 30 calendar days after the Trading Date.

If the Underwriters through the Stabilisation Agent create a short position in the Shares in
connection with the offering, for example if they sell more Shares than the Company and the
Selling Shareholder offer pursuant to this prospectus, they may reduce that short position by
purchasing Shares in the open market. The Underwriters through the Stabilisation Agent may
also elect to reduce any short position by exercising all or part of the Over-Allotment Option. In
addition, the Underwriters may impose a penalty bid. This occurs when a particular Underwriter
repays to the Joint Bookrunners a portion of the underwriting commission received by it because
the Joint Bookrunners have repurchased Shares sold by or for the account of such Underwriter in
stabilising or short covering transactions.

Purchases of Shares to stabilise the trading price or to reduce a short position may cause the price
of the Shares to be higher than it might be in the absence of such purchases.

None of the Company, the Selling Shareholder or any of the Underwriters makes any
representation or prediction as to the direction or the magnitude of any effect that the
transactions described above may have on the price of the Shares. In addition, none of the
Company, the Selling Shareholder or any of the Underwriters makes any representation that the
Stabilisation Agent will engage in these transactions or that these transactions, once commenced,
will not be discontinued without notice.

Relationships and transactions with directly interested parties
Some of the Underwriters and their respective affiliates have from time to time engaged in, and
may in the future engage in, commercial banking, investment banking and financial advisory
transactions and services in the ordinary course of their business with the Company or any parties
related to the Company. With respect to certain of these transactions and services, the sharing of
information is generally restricted for reasons of confidentiality, internal procedures or
applicable rules and regulations (including those issued by the AFM). The Underwriters have
received and will receive customary fees and commissions for these transactions and services and
may come to have interests that may not be aligned or could potentially conflict with an
investor’s and/or the Company’s interests.

Selling restrictions
The Underwriters have agreed to restrictions on where and to whom they and any dealer
purchasing from them may offer and sell Shares as part of the distribution of the Shares.

No public offering outside the Netherlands
No action has been or will be taken in any jurisdiction other than the Netherlands that would
permit a public offering of the Shares, or the possession, circulation or distribution of this
prospectus or any other material relating to the Company or the Shares in any jurisdiction where
action for that purpose is required. Accordingly, the Shares may not be offered or sold, directly
or indirectly, and neither this prospectus nor any other offering material or advertisements in
connection with the Shares may be distributed or published, in or from any country or
jurisdiction except in compliance with any applicable rules and regulations of any such country or
jurisdiction.

Non-Dutch stamp taxes
Purchasers of the Shares may be required to pay stamp taxes and other charges in accordance
with the laws and practices of the country of purchase in addition to the offer price.
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Selling and Transfer Restrictions
Notice to investors
The offer of Shares to persons resident in, or who are citizens of, a particular jurisdiction may be
affected by the laws of that jurisdiction. Investors should consult their professional advisers as to
whether the investor requires any governmental or other consents or needs to observe any other
formalities to enable the investor to purchase the Shares.

Neither the Company, the Selling Shareholder, or the Underwriters are taking any action to
permit a public offering of the Shares in any jurisdiction outside the Netherlands. Receipt of this
prospectus will not constitute an offer in those jurisdictions in which it would be illegal to make
an offer and, in those circumstances, this prospectus will be sent for information purposes only
and should not be copied or redistributed. Except as otherwise disclosed in this prospectus, if the
investor receives a copy of this prospectus, the investor may not treat this prospectus as
constituting an invitation or offer to the investor of the Shares being offered in the offering,
unless, in the relevant jurisdiction, such an offer could lawfully be made to the investor, or the
Shares could lawfully be dealt in without contravention of any unfulfilled registration or other
legal requirements. Accordingly, if the investor receives a copy of this prospectus or any other
offering materials or advertisements the investor should not distribute or send the same, to any
person, in or into any jurisdiction where to do so would or might contravene local securities laws
or regulations. If the investor forwards this prospectus or any other offering materials or
advertisements into any such territories (whether under a contractual or legal obligation or
otherwise) the investor should draw the recipient’s attention to the contents of this section.

Subject to the specific restrictions described below, investors (including, without limitation, any
investor’s nominees and trustees) wishing to subscribe for the Shares being offered in the
offering, must satisfy themselves as to full observance of the applicable laws of any relevant
territory including obtaining any requisite governmental or other consents, observing any other
requisite formalities and paying any issue, transfer or other taxes due in such territories.

The information set out in this section is intended as a general guideline only. Investors that are
in any doubt as to whether they are eligible to subscribe for the Shares being offered in the
offering, should consult their professional adviser without delay.

For investors outside the United States of America
Each investor of the Shares will be deemed to have represented and agreed as follows (terms
used in this paragraph that are defined in Regulation S are used herein as defined therein):

(i) the investor, and the person, if any, for whose account it is acquiring such Shares (a) is
outside the United States and (b) is acquiring the Shares in an offshore transaction
meeting the requirements of Regulation S;

(ii) the investor is aware that the Shares have not been and will not be registered under the
Securities Act and are being distributed and offered outside the United States in reliance
on the exemption from registration provided by Regulation S; and

(iii) the Shares may not be offered, sold, pledged or otherwise transferred in the United States
or to or for the account of a U.S. person (as defined in Regulation S) except in accordance
with Rule 903 or 904 of Regulation S or otherwise pursuant to an exemption from, or in a
transaction not subject to, the registration requirements of the Securities Act and in
accordance with any applicable securities laws of any state or other jurisdiction of the
United States; and

(iv) the investor acknowledges that the Company, the Selling Shareholder, the Underwriters
and others will rely upon the truth and accuracy of the foregoing representations and
agreements and hereby consents to such reliance. Any certificate representing the Shares
or any depositary receipts representing the right to receive deposited Shares shall bear a
legend setting forth the foregoing transfer restrictions.

For investors in the United States of America
Terms used in this paragraph that are defined in Regulation S are used herein as defined therein.

212 SNS REAAL N.V. Prospectus Public Offering 2007



The Shares have not been and will not be registered under the Securities Act or with any
securities regulatory authority of any state or other jurisdiction in the United States.

Accordingly, the Shares may not be offered, sold, pledged or otherwise transferred in the United
States or to or for the account of a U.S. person (as defined in regulation S) except in accordance
with Rule 903 or 904 of Regulation S or otherwise pursuant to an exemption from, or in a
transaction not subject to, the registration requirements of the Securities Act and in accordance
with any applicable securities laws of any state or other jurisdiction of the United States.

For investors in the European Economic Area
In relation to each Member State of the European Economic Area which has implemented the
Prospectus Directive (each, a Relevant Member State), each Underwriter has represented and
agreed that with effect from and including the date on which the Prospectus Directive is
implemented in that Relevant Member State (the Relevant Implementation Date) it has not
made and will not make an offer of Shares to the public in that Relevant Member State except
that it may, with effect from and including the Relevant Implementation Date, make an offer of
the Shares to the public in that Relevant Member State:

(i) in the period beginning on the date of publication of a prospectus in relation to the Shares
which has been approved by the competent authority in that Relevant Member State in
accordance with the Prospectus Directive or, where appropriate, approved in another
Relevant Member State and notified to the competent authority in that Relevant Member
State in accordance with the Prospectus Directive and ending on the date which is 12
months after the date of such publication;

(ii) at any time to legal entities which are authorised or regulated to operate in the financial
markets or, if not so authorised or regulated, whose corporate purpose is solely to invest in
securities;

(iii) at any time to any legal entity which has two or more of (1) an average of at least 250
employees during the last financial year; (2) total balance sheet assets of more than
€43,000,000 and (3) an annual net turnover of more than €50,000,000, as shown in its last
annual or consolidated accounts; or

(iv) at any time in any other circumstances which do not require the publication by the
Company of a prospectus pursuant to articles 3 or 4 of the Prospectus Directive.

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

For investors in the United Kingdom
Neither this prospectus nor any other offering material has been submitted to the clearance
procedures of the Financial Services Authority in the United Kingdom. The Shares have not been
offered or sold and, prior to the expiry of a period of six months from the sale of the Shares, will
not be offered or sold to persons in the United Kingdom except to “qualified investors” as
defined in section 86 of the Financial Services and Markets Act 2000 (FSMA).

Each Underwriter represents, warrants and agrees that:

(i) it is a person whose ordinary activities involve it in acquiring, holding, managing or
disposing of investments (as principal or agent) for the purposes of its business;

(ii) it has not offered or sold and will not offer or sell the Shares other than to persons whose
ordinary activities involve them in acquiring, holding, managing or disposing of
investments (as principal or as agent) for the purposes of their businesses;
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(iii) it has only communicated or caused to be communicated and will only communicate or
cause to be communicated an invitation or inducement to engage in investment activity
(within the meaning of section 21 of FSMA) received by it in connection with the issue or
sale of the Shares in circumstances in which section 21(1) of the FSMA does not apply to
the Company or in respect of which an exemption (as set out in the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005) applies; and

(iv) it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to the Shares in, from or otherwise involving the United
Kingdom.

For investors in Belgium
The Shares may not be offered publicly, directly or indirectly, in Belgium at the time of the
offering. The offering has not been notified to, and the offering documents (including this
prospectus) have not been approved by, the Belgian Banking and Finance Commission. The
Shares may be sold in Belgium only to professional investors as defined in article 3 of the Royal
Decree of 7 July 1999 on the public nature of financial transactions acting for their own account,
and this prospectus may not be delivered or passed on to any other investors.

For investors in France
Neither this prospectus nor any other offering material relating to the Shares has been submitted
to the clearance procedures of the Autorité des marchés financiers in France. The Shares have not
been offered or sold and will not be offered or sold, directly or indirectly, to the public in France.
Neither this prospectus nor any other offering material relating to the Shares has been or will be
(i) released, issued, distributed or caused to be released, issued or distributed to the public in
France or (ii) used in connection with any offer for subscription or sale of the Shares to the public
in France. Such offers, sales and distributions will be made in France only to qualified investors
(investisseurs qualifiés) and/or to a restricted circle of investors (cercle restreint d’investisseurs), in
each case investing for their own account, all as defined in and in accordance with article L.411-2
of the French Code monétaire et financier and French Decree No. 98-880 dated 1 October 1998.
Such Shares may be resold only in compliance with articles L.411-1, L.411-2 and L.412-1 of the
French Code monétaire et financier. Investors in France and persons who come into possession of
offering materials are required to inform themselves about and observe any such restrictions.

For investors in Germany
This prospectus may not be distributed, and the Shares may not be offered or sold, in the Federal
Republic of Germany other than to persons who are qualified investors as defined in Section 2
no. 6 of the WpPG, or to less than 100 non-qualified investors. Nothing in this prospectus should
be construed as investment advice to persons other than such permitted recipients or as
otherwise constituting a public offering within the meaning of the WpPG or any other laws
applicable in the Federal Republic of Germany.

For investors in Italy
The offering has not been cleared by Consob pursuant to Italian securities legislation and,
accordingly, the Underwriters will not offer, sell, or deliver any Shares or distribute copies of this
prospectus or of any other document relating to the Shares in the Republic of Italy, except to
professional investors, as defined in article 31, second paragraph, of Consob Regulation n. 11522
of 1 July 1998, as amended, and provided that such professional investors will act in their
capacity and not as depositaries or nominees for other shareholders.

For investors in Luxembourg
Each Underwriter has represented, warranted and agreed that no public offerings or sales of the
Shares or any distribution of this prospectus or any other offering material relating to the Shares
will be made to the public in or from Luxembourg, except for the Shares in respect of which the
requirements of Luxembourg law concerning a public offering of securities in Luxembourg have
been fulfilled.
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For investors in Norway
The offering is, with respect to Norway, directed solely to registered professional investors
according to the Norwegian Securities Trading Act Section 5-2, 1. Subscriptions by any other
Norwegian person or body corporate will be rejected.

For investors in Spain
The offering has not been registered with the Comisión Nacional del Mercado de Valores in
Spain. Accordingly, no Shares will be offered or sold in Spain nor may this prospectus or any
other offer material be distributed or targeted at Spanish resident investors save in compliance
and in accordance with the requirements of the Spanish Securities Market Law 24/1998. Royal
Decree 291/1992 on Issues and Public Offers of Securities, both as amended, and any regulation
issued thereunder.

For investors in Sweden
This prospectus is not a prospectus and has not been prepared in accordance with the prospectus
requirements provided for in the Swedish Financial Instruments Trading Act (lagen (1991:980) om
handel med finansiella instrument) nor any other Swedish enactment. Neither the Swedish
Financial Supervisory Authority nor any other Swedish public body has examined, approved or
registered this document.

For investors in Switzerland
The offering is not an offering in Switzerland and no Shares will be offered or sold in
Switzerland. This prospectus may not be distributed to more than 20 persons in Switzerland.

For investors in Hong Kong
Each of the Underwriters has represented and agreed that:

(a) it has not offered or sold, and will not offer or sell, in Hong Kong, by means of any
document, any Shares other than (i) to persons whose ordinary business is to buy or sell
shares or debentures (whether as principal or agent), or (ii) in other circumstances which do
not constitute an offer to the public within the meaning of the Companies Ordinance (Cap.
32) (CO), or (iii) to “professional investors” within the meaning of the Securities and Futures
Ordinance (Cap. 571) (SFO) and any rules made under the SFO, or (iv) in other circumstances
which do not result in the document being a “prospectus” within the meaning of the
Companies Ordinance (Cap. 32); and

(b) it has not issued, or had in its possession for the purpose of issue, and will not issue, or have
in its possession for the purpose of issue (in each case whether in Hong Kong or elsewhere),
any advertisement, invitation or document relating to the Shares which is directed at, or the
contents of which are likely to be accessed or read by, the public in Hong Kong (except if
permitted to do so under the laws of Hong Kong) other than with respect to shares which
are or are intended to be disposed of only to persons outside Hong Kong or only to
“professional investors” within the meaning of the SFO and any rules made under the SFO.

For investors in Japan
The Shares have not been and will not be registered under the Securities and Exchange Law of
Japan (Law No. 25 of 1948, as amended), and are not being offered or sold and may not be
offered or sold, directly or indirectly, in Japan or to or for the account of any resident of Japan
(which term as used herein includes any corporation or other entity organised under the laws of
Japan), or to others for offering or sale, directly or indirectly, in Japan or to, or for the account
of, any resident of Japan, except (i) pursuant to an exemption from the registration requirements
of the Securities and Exchange Law of Japan and (ii) in compliance with any other applicable
requirements of the laws of Japan.

For investors in Australia
This prospectus has not been, and will not be, lodged with the Australian Securities and
Investments Commission as a disclosure document for the purposes of the Corporations Act 2001.
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Any Shares issued upon acceptance of the offering may not be offered for sale (or transferred,
assigned or otherwise alienated) to investors in Australia for at least 12 months after their issue,
except in circumstances where disclosure to investors is not required under Chapter 6D of the
Corporations Act 2001 or unless a disclosure document that complies with the Act is lodged with
the Australian Securities and Investments Commission.

For investors in Canada

This communication does not constitute an offer to sell or issue or the solicitation of an offer to
buy or subscribe for the Shares and is not for distribution into Canada. The Shares have not been
and will not be qualified by a prospectus for sale to the public under applicable Canadian
securities laws and, subject to certain exceptions, may not be, directly or indirectly offered or sold
within Canada or to, or on behalf of, any national, resident or citizen, including any corporation
or other entity, of Canada. Any failure to comply with these restrictions may constitute a
violation of the Canadian securities laws.
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General Information
Eurolist by Euronext
The relevant regulator in the Netherlands is the AFM. The AFM is the competent authority for
approving prospectuses published for admission of securities to trading on Eurolist by Euronext
and/or for public offering of securities, as well as the publication of inside information by listed
companies. The surveillance unit of Euronext Amsterdam also monitors and supervises all trading
operations.

Corporate resolutions
The issue of the Shares will take place on the Settlement Date pursuant to the following
resolutions: (i) a resolution of the General Meeting adopted on 9 May 2007 to delegate to the
Executive Board the authority to resolve to issue Ordinary Shares and exclude or limit
pre-emption rights; (ii) one resolution of the Executive Board expected to be adopted before
publication of the pricing statement and (iii) one resolution of the Supervisory Board adopted on
the same day.

Significant change in SNS REAAL’s financial or trading position
No significant change in the financial or trading position of SNS REAAL has occurred since
31 December 2006.

Incorporation by reference
The annual report of SNS REAAL for the year ended 31 December 2004, which includes the
annual accounts for that year and the audit report, is incorporated by reference in this
prospectus.

The contents of the Company’s website do not form part of this prospectus.

Availability of documents
Copies, in Dutch and in English, of the consolidated audited annual financial statements of SNS
REAAL for the years ended 31 December 2006, 31 December 2005 and 31 December 2004, the
Articles of Association, the articles of association of the Selling Shareholder, SNS REAAL
Sustainability Report 2006 and the European Embedded Value Report 2006 are available free of
charge at the Company’s head office at Croeselaan 1, 3521 BJ Utrecht, the Netherlands during
normal business hours and from the Company’s website www.snsreaal.nl, from the Publication
Date until at least the date of delivery of the Shares, which is expected to be 26 June 2007.

Independent auditors
KPMG, independent auditors, have audited, and rendered unqualified audit reports on, the
Company’s financial statements for each of the financial years ended 31 December 2006, 2005
and 2004. The address of KPMG is Burgemeester Rijnderslaan 10-20, 1158 MC Amstelveen, the
Netherlands. Each audit partner of KPMG is a member of the Royal Dutch Institute of Chartered
Accountants (Koninklijk Nederlands Instituut voor Registeraccountants).

The Company confirms that the information in KPMG’s report in “FINANCIAL INFORMATION”
has been accurately reproduced and that as far as it is aware and able to ascertain from
information published by that party, no facts have been omitted which would render KPMG’s
report inaccurate or misleading.
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Definitions
Acquisition the acquisition by the Company of all issued shares in the

capital of AXA NL, Winterthur NL and DBV NL pursuant to a
binding memorandum of understanding between the Company
and AXA S.A. dated 3 June 2007

Additional Shares Additional existing Ordinary Shares held by the Selling
Shareholder which it may be required to sell pursuant to the
Over-Allotment Option of up to €50 million

AFM Netherlands Authority for the Financial Markets (Stichting
Autoriteit Financiële Markten)

Articles of Association Articles of association of the Company

ASN Bank Algemene Spaarbank voor Nederland ASN N.V.

ATM Automatic teller machine

AUM Assets Under Management

AXA NL AXA Nederland B.V.

AXA NL Combined AXA NL, Winterthur NL and DBV NL

Basel Committee The Basel Committee on Banking Supervision of the Bank for
International Settlements

Basel I Risk-based capital measurement guidelines endorsed by the
Basel Committee on 15 July 1988

Basel II New capital adequacy guidelines adopted by the Basel
Committee on 26 June 2004

BIS ratio Solvency ratio of banks, calculated according to the guidelines
of the Bank of International Settlements

BLG Hypotheekbank BLG Hypotheekbank N.V.

Board The executive board of SNS Bank, the executive board of REAAL
Verzekeringen, or the executive board of SNS REAAL Invest, as
the context requires

Bouwfonds Property Finance Bouwfonds Property Finance B.V.

CBS Statistics Netherlands (Centraal Bureau voor de Statistiek)

Central Works Council Central works council (centrale ondernemingsraad) of SNS
REAAL

CEO Chief executive officer

CFO Chief financial officer

Code The Dutch corporate governance code issued on 9 December
2003

Co-Lead Manager SNS Securities

Company SNS REAAL N.V. with or without its subsidiaries, depending on
the context

Core Capital ratio Tier 1 capital (without debt Tier 1 capital) divided by the risk
weighted assets

CVB Bank CVB Bank N.V.

Daily Official List The Officiële Prijscourant of Euronext Amsterdam

DBV NL DBV Holding N.V.

DNB The Dutch Central Bank (De Nederlandsche Bank)
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Double leverage The ratio between the net asset value of the equity
participations in the Company’s direct subsidiaries divided by its
shareholders’ equity

EEV European embedded value

Efficiency ratio In respect of SNS Bank, operating expenses as a percentage of
total income

Enterprise Chamber Enterprise Chamber of the Amsterdam Court of Appeal
(Ondernemingskamer van het Gerechtshof te Amsterdam)

EU European Union

€, EUR or euro The currency of the European Monetary Union

Euroclear Euroclear Bank S.A./N.V. as operator of the Euroclear System

Euroclear Nederland Nederlands Centraal Instituut voor Giraal Effectenverkeer B.V.

Euronext Amsterdam Euronext Amsterdam N.V.

Executive Board The executive board (Raad van Bestuur) of the Company

Selling Shareholder Stichting Beheer SNS REAAL

WFT Dutch Financial Supervision Act (Wet op het financieel toezicht)

FSMA The United Kingdom Financial Services and Markets Act 2000

FTE Full time equivalent

FTK Financial Assessment Framework (Financieel Toetsingskader)

GDP Gross domestic product

General Meeting General meeting of shareholders of the Company

GWP Gross written premium

IAS International Accounting Standards

IASB International Accounting Standards Board

IFA Independent financial advisor

IFRS International Financial Reporting Standards

Joint Bookrunners Lehman Brothers and Rabo Securities

KPMG KPMG Accountants N.V.

Large Company Regime Large company regime (structuurregime) set out in article 2:152
to 2:162 and 2:164 inclusive of the Dutch Civil Code

Lehman Brothers Lehman Brothers International (Europe)

LtFV Loan-to-Foreclosure Value

LTIP long-term incentive plan for the members of the Executive
Board and the key corporate officers referred to in “Other key
corporate officers”, who are not members of the Executive
Board

NHG National Mortgage Guarantee (Nationale Hypotheek Garantie)

Nieuwe Hollandse Lloyd Nieuwe Hollandse Lloyd Verzekeringsgroep N.V.

operational cost/premium ratio In respect of REAAL Verzekeringen, gross operating expenses,
excluding commission and acquisition costs, less commission
income, divided by premium income in which 10% of single
premiums are taken into account and 100% of regular
premiums
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Ordinary Shares Ordinary shares in the share capital of the Company, each with
a nominal value of €1.63

Over-Allotment Option An option granted to the Underwriters, exercisable within 30
calendar days after the Listing Date, pursuant to which the
Stabilisation Agent, on behalf of the Underwriters, may require
the Selling Shareholder to sell at the same offer price the
Additional Shares up to €50 million, to cover over-allotments, if
any,

Paying Agent ABN AMRO Bank N.V.

Prospectus Directive Directive 2003/71/EC

Proteq Proteq levensverzekeringen N.V. and Proteq
schadeverzekeringen N.V.

Publication Date June 2007, the date on which this prospectus is published

Rabobank Coöperatieve Centrale Raiffeisen-Boerenleenbank B.A.

Rabo Securities The equity investment bank of Rabobank

REAAL Verzekeringen REAAL Verzekeringen N.V., REAAL Verzekeringen N.V. and its
subsidiaries and/or SNS REAAL’s insurance operations as
applicable

Regulation S Regulation S under the Securities Act

Relevant Implementation Date The date on which the Prospectus Directive is implemented in
that Relevant Member State

Relevant Member State Each Member State of the European Economic Area which has
implemented the Prospectus Directive

Preferential Retail Allocation Preferential allocation of Shares to eligible retail investors in the
Netherlands

ROE Return on shareholders’ equity after tax

SCB Service Centre Payment Services

SCI Service Centre Insurance

SCM Service Centre Mortgages

SCS Service Centre Securities

Securities Act United States Securities Act of 1933, as amended

Settlement Date The date on which the closing of the offering is scheduled to
take place, which is expected to occur on or about 26 June 2007

SFO Securities and Futures Ordinance (Cap. 571) of Hong Kong

Shares The new Ordinary Shares together with the existing Ordinary
Shares offered in the offering by the Company and the Selling
Shareholder respectively

SME Small and medium sized enterprise

SNS Bank SNS Bank N.V., SNS Bank N.V. and its subsidiaries and/or SNS
REAAL’s banking operations, as applicable

SNS Property Finance SNS Property Finance B.V.

SNS REAAL The Company with or without its subsidiaries, depending on the
context

SNS REAAL pension fund SNS REAAL’s pension fund which was financially separated from
SNS REAAL in 2005

SNS Securities SNS Securities N.V.

STP Straight through processing

220 SNS REAAL N.V. Prospectus Public Offering 2007



Supervisory Board The supervisory board (Raad van Commissarissen) of the
Company

Tier 1 capital The core solvency capital calculated according to the guidelines
of the Bank of International Settlements. Tier 1 capital is the
sum of core capital elements, including capital stock, surplus,
undivided profits, qualifying non-cumulative perpetual
preferred stock and, in the case of consolidated accounts also,
minority interest in the equity accounts of subsidiaries which are
less than wholly-owned, less goodwill and other intangible
assets.

Tier 1 ratio Tier 1 capital (including debt Tier 1 capital) divided by the risk
weighted assets

Trading Date The date on which trading in the Shares on Euronext
Amsterdam commences, which, subject to acceleration or
extension of the timetable for the offering, is expected to be on
or about 22 June 2007

Underwriters Joint Bookrunners and Co-Lead Manager

Underwriting Agreement The underwriting agreement to be entered into between the
Company, the Selling Shareholder and the Underwriters after
bookbuilding and before publication of the pricing statement

VOBA value of business acquired

WIA Act on Employment and Income according to Capacity to Work
(Wet Werk en Inkomen naar Arbeidsvermogen)

Winterthur NL Winterthur Verzekeringen Holding B.V.

Zurich Zürich Versicherungs-Gesellschaft together with Zürich
Lebensversicherungs-Gesellschaft

Zurich portfolios The Dutch life insurance portfolio and part of the Dutch non-
life insurance portfolio of Zürich Versicherungs-Gesellschaft and
Zürich Lebensversicherungs-Gesellschaft as acquired by SNS
REAAL
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The annual report of SNS REAAL for the year ended 31 December 2004, which includes the
annual accounts for that year and the audit report, is incorporated by reference in this
prospectus.
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Consolidated balance sheet
Before profit appropriation and in € millions 31-12-2005 31-12-2004

Assets
Goodwill and other intangible assets 1 559  369 

Tangible fixed assets 2  302  300 

Associated companies 3  126  51 

Investment property 4  129  125 

Investments 5  9,211  8,233 

Investments for insurance products on behalf of policyholders 6  3,426  2,798 

Derivatives 7  1,174  103 

Deferred tax receivables 8  132  167 

Reinsurance contracts 18  365  269 

Mortgage loans to customers 9  43,544  39,924 

Other loans and advances to customers 10  2,599  2,627 

Loans and advances to credit institutions 11  4,949  3,421 

Other tax receivables 12  192  38 

Other assets 13  304  473 

Cash and cash equivalents 14  1,076  1,074 
   

Total assets  68,088  59,972

Liabilities and equity
Share capital 340  340 

Other reserves  1,865  1,252 

Retained profit  323  288
  

Shareholders’ equity 15 2,528  1,880

Participation certificates and subordinated debts 16 1,616  1,443 

Debt certificates 17  25,654  23,464 

Technical provisions, insurance operations 18  12,658  11,330 

Provision for employee benefits 19  76  187 

Other provisions 20  44  50 

Derivatives 7  976  42 

Deferred tax liabilities 8  324  82 

Savings 21  12,333  10,973 

Other amounts due to customers 22  7,078  6,346 

Amounts due to credit institutions 23  3,419  2,442 

Other tax liabilities 24  23  19 

Other liabilities 25  1,359  1,714 
   

Total liabilities and equity  68,088  59,972

The numbers mentioned with the balance sheet items refer to the notes starting on page 144.
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Consolidated income statement
In € millions 2005 2004

Income
Interest income, banking operations 26 622  593 

Regular premium Life  838  761 

Single premium life  584  593 

Non-life premiums  323  296
  

Net premium income 27 1,745  1,650

Net commission and management fees 28 129  115 

Investment income 29  549  640 

Investment income on behalf of policyholders 30  394  126 

Result on derivatives and other financial instruments 31  31  (7)

Other operating income 32  1  13 
   

Total income  3,471  3,130

Expenses
Technical expenses on insurance contracts 33 1,313  1,406

Technical expenses on insurance contracts on behalf of policyholders 34 782  431 

Acquisition costs for insurance operations 35  167  122 

Value adjustments on financial instruments and other assets 36  60  71 

Staff costs 37  443  451 

Depreciation on tangible fixed assets and amortisation of intangible assets 2  38  42 

Other operating expenses 38  201  218 

Other interest charges 39  60  75 
   

Total expenses  3,064  2,816 

Share in the result of associated companies 40  9  44 
  

Operating profit before taxation  416  358 

Taxes 41  93  70 
   

Net profit  323  288 

Earnings per share 42  1.55  1.38

The numbers mentioned with the income statement items refer to the notes starting on page 163.
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Consolidated statement of changes in shareholders’ equity 
In € millions
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Balance on 1 January 2004 340  15  36  ‑‑  ‑‑  ‑‑  1,198  ‑‑  1,589 

Other unrealised revaluations  ‑‑  ‑‑  1  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  1 

Revaluation transfer in connection with 
realisation of revaluations  ‑‑  ‑‑  (3)  ‑‑  ‑‑  ‑‑  3  ‑‑  ‑‑

Net profit 2004  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  288  288 

Other changes  ‑‑  ‑‑  5  ‑‑  ‑‑  ‑‑  (3)  ‑‑  2
          

Balance on 31 December 2004 340  15  39  ‑‑  ‑‑  ‑‑  1,198  288  1,880

Change in accounting principles to IAS 
32 and 39 and IFRS 4 ‑‑  ‑‑  ‑‑  52  113  49  (55)  ‑‑  159 

Transfer of 2004 net profit  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  288  (288)  ‑‑

Unrealised revaluations from cash flow 
hedges  ‑‑  ‑‑  ‑‑  71  ‑‑  ‑‑  ‑‑  ‑‑  71 

Deferred interest income from cash flow 
hedges  ‑‑  ‑‑  ‑‑  12  ‑‑  ‑‑  ‑‑  ‑‑  12 

Other unrealised revaluations  ‑‑  ‑‑  3  ‑‑  123  ‑‑  ‑‑  ‑‑  126 

Revaluation transfer in connection with 
realisation of revaluations  ‑‑  ‑‑  (1)  ‑‑  ‑‑  ‑‑  1  ‑‑  ‑‑

Realisation of revaluations via the 
income statement  ‑‑  ‑‑  ‑‑  ‑‑  (43)  ‑‑  ‑‑  ‑‑  (43)

Change in Profit sharing reserve  ‑‑  ‑‑  ‑‑  ‑‑  9  (11) 2  ‑‑ ‑‑

Net profit 2005  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑ 323  323 

Other changes  ‑‑  ‑‑  (3)  ‑‑ 1 ‑‑ 2  ‑‑ ‑‑
          

Balance on 31 December 2005 340  15  38  135  203  38  1,436  323  2,528

For further information, please refer to the separate statement of changes in shareholders’ equity in the notes to the Company balance sheet of 
SNS REAAL (page 180).

The revaluation reserve concerns tangible fixed assets.									       

�The cash flow hedging reserve comprises the effective portion of the accumulated net change in the fair value of cash flow hedging instruments 
for hedged transactions that have not yet taken place.											         
	
The fair value reserve comprises the accumulated net change in the fair value of investments available for sale.

�The profit-sharing reserve is maintained for insurance contracts with profit-sharing rights and is not at the free disposal of the shareholders. 
Holders of these insurance contracts receive a payment that is partly dependent upon the realised result of the insurer. The management of the 
insurance company determines the amount and the time at which the profit-sharing payment is made to the holders of the insurance contracts. 
The profit-sharing reserve only relates to realised and unrealised revaluations of fixed-income securities. 	
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Consolidated cash flow statement 
In € millions 2005 2004

Cash flow from operating activities
Profit for the financial year 323  288 

Adjustments for:
Depreciation and amortisation 38  43 

Amortisation of Value of Business Acquired  3  (1)

Amortisation of acquisition costs  48  35 

Changes in provisions and deferred taxes  271  (81)

Value adjustments  60  71 

Share in retained profit from associated subsidiaries  (9)  (44)
   

Operating cash flow before changes in working capital and provisions 734  311

Change in mortgage loans to customers (3,620) (3,029)

Change in other loans and advances to customers  760  198 

Changes in loans and advances to credit institutions  (551)  (1,217)

Change in savings  1,360  569 

Increase in technical provisions and employee benefits    1,121  68 

Change in other operating activities  (1,101)  287
   

Net cash flow from operating activities (1,297)  (2,813)

Cash flow from investment activities
Income on the sale of intangible assets ‑‑  2 

Income on the sale of tangible fixed assets  23  20 

Income on the sale of subsidiaries  8  148 

Income on the sale of investment property  2  6 

Income from the sale and redemption of investments and derivatives  5,504  7,115 

Purchase of intangible fixed assets  (203)  (112)

Purchase of tangible fixed assets  (44) (36)

Purchase of associates and subsidiaries (29) (3)

Purchase of investment property  ‑‑  (1)

Purchase of other investments  (5,939)  (6,313)
   

Net cash flow from investment activities (678)  826

Cash flow from financing activities
Income from subordinated loans 304  ‑‑

Income from debt certificates  9,614  12,041 

Redemption of subordinated loans  (121)  (11)

Redemption of debt certificates  (7,820)  (9,769)
   

Net cash flow from financing activities 1,977  2,261

Cash and cash equivalents as at 1 January 1,074  800 

Net increase in cash and cash equivalents  2  274
   

Cash and cash equivalents as at 31 December 1,076  1,074
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Accounting principles 

1	 General information

1.1	 Group structure
	� SNS REAAL comprises SNS Bank N.V., REAAL Verzekeringen N.V. and SNS REAAL Invest. N.V. and their subsidiaries. The Group’s 

consolidated financial statements include the financial statements of all the companies in which SNS REAAL has a controlling influence 
and the interest of the SNS REAAL in associated subsidiaries and entities.

	� A number of corporate staff departments are shared. The costs of the corporate staff are charged on the basis of the service provided or 
proportionally allocated to the group’s subsidiaries. The costs of the Group Executive Board and certain holding company costs are not 
allocated to group subsidiaries. 

	� The main accounting principles used in the preparation of the consolidated and the company financial summaries are described in this 
section. Pursuant to the option offered under Part 9, Book 2 of the Netherlands Civil Code, SNS REAAL prepares its Company financial 
statements using the same accounting principles as those used for the consolidated financial statements.

1.2	 Statement of IFRS compliance
	� SNS REAAL adapted the International Financial Reporting Standards (IFRS) as adopted for use in the EU on 1 January 2005. The comparative 

figures for the preceding financial year have been adjusted. IFRS 1 First-time adoption of International Financial Reporting Standards were 
applied to the preparation of these financial statements.

	� In accordance with the exemption offered under European legislation, SNS REAAL applies International Accounting Standard 32 Financial 
instruments: disclosure and presentation (IAS 32), 39 Financial Instruments: recognition and measurement (IAS 39) and IFRS 4 Insurance 
contracts (IFRS 4) with effect from 1 January 2005. 

	� The statement concerning the effect of the conversion to IFRS on the reported financial position, financial results and cash flows of the 
Group starts on page 172.

1.3	 Accounting principles used in the preparation of the financial summaries
	� The accounting principles set out below have been consistently applied to all the periods presented in these consolidated financial 

statements, as well as to the preparation of the IFRS opening balance on 1 January 2004 in the context of the implementation of IFRS. 
However, in accordance with the exemption offered under European legislation, SNS REAAL applied IAS 32, IAS 39 and IFRS 4 with effect 
from 1 January 2005 without restating the comparative figures.

	� The entities that belong to the Group have consistently applied the accounting principles.

	� The consolidated financial summaries have been prepared on the basis of historic cost, with real estate, investments in securities held for 
sale, financial assets and financial liabilities held for trading, and all the derivatives contracts being restated at fair value. With the 
exception of the cash flow information, the financial summaries are prepared on the accrual basis of accounting.

	� The consolidated financial summaries are stated in millions of euros (€). The euro is the presentation currency of SNS REAAL.

1.4	 The use of estimates and assumptions in the preparation of the financial summaries
	� The preparation of the consolidated financial summaries requires that SNS REAAL use estimates and assumptions that could affect the 

reported assets and liabilities and the contingent assets and liabilities as at the date of the consolidated financial statements, and the 
reported income and expenses for the period under review. It concerns particularly the rules for determining the provisions and capitalised 
acquisition costs for insurance operations, determining the provision for bad debts, determining the fair value of assets and liabilities and 
determining impairment. This involves assessing the situations on the basis of financial data and information that are subject to change 
over the time. Although these estimates with respect to current events and actions are made to best of the management’s knowledge, the 
actual results can ultimately differ from the estimates.

	� The estimates and the underlying assumptions are constantly assessed. Revisions of estimates are recognised in the period in which the 
estimate is revised if the revision only has consequences for the period in question, or in the period of revision and future periods if the 
revision has consequences for both the reporting and future periods.

	� For details about these accounting principles, please refer to the corresponding notes to the consolidated financial statements and to the 
information below.
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1.5	 Principles of consolidation

1.5.1	 Subsidiaries
	� Subsidiaries, in other words, the companies and other entities (including the so-called ‘special purpose entities’) of which SNS REAAL can 

directly or indirectly control the financial and operational policy, are included in the consolidation. This is usually the case if more than half 
the voting rights can be exercised or if SNS REAAL can otherwise exercise controlling influence.

	� Subsidiaries are fully consolidated from the moment that SNS REAAL gains control until the moment that this ends. The financial 
statements of these group companies are fully consolidated, with uniform accounting principles being applied. Third-party interests are 
stated separately in the consolidated balance sheet and profit and loss account.

1.5.2	 Associated companies
	� Associated companies are entities in which SNS REAAL has 20–50% of the voting rights, or in which SNS REAAL otherwise has significant 

influence but no control. Investments in associated subsidiaries are measured at ‘net asset value’, and recognised at cost (including 
goodwill) when first included.

	� With this method, the participating interest is recognised as an asset, and SNS REAAL share in the net profit of the associated company is 
stated in the profit and loss account from the moment of acquisition. The share of SNS REAAL in the movements in shareholders’ equity of 
the participating interest after acquisition is stated in shareholders’ equity. The cost of the participating interest is restated for the 
accumulated changes after acquisition.

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

1.5.3 	 Securitisations
	� SNS REAAL Groep N.V. has securitised mortgage receivables in special purpose entities (SPEs). With these transactions, the economic 

ownership of these mortgage receivables are transferred to separate entities. 
	� SNS REAAL includes these SPEs in full in its consolidated financial statements if, on the basis of the economic reality of the relationship 

between SNS REAAL and the SPE, SNS REAAL controls the SPE, and if SNS REAAL retains the majority of the risks and rewards. 

1.5.4	 Elimination of transactions on consolidation
	� Intra-group transactions, intra-group relationships and realised and unrealised gains on transactions between group companies are 

eliminated.
	� Unrealised gains on transactions between SNS REAAL and its subsidiaries are eliminated for the share of SNS REAAL in the subsidiaries. 
	� Unrealised losses are eliminated in the same way as unrealised gains, but only insofar as there is no indication of impairment.

1.6	 Administrative processing on the basis of the transaction date and the settlement date.

	� All the purchases and sales of financial assets and liabilities settled according to standard market conventions are processed on the 
transaction date, in other words, the date on which SNS REAAL commits itself to buy or sell the asset or liability. All the other purchases or 
sales are carried as forward transactions (derivatives) until they are settled. 

1.7	 Netting of financial instruments

	� Financial assets and liabilities are netted and stated as a net amount on the balance sheet if there is a legally enforceable right to settle the 
amounts net, and there is an intention to settle the items in this manner, or to settle the asset and liability simultaneously.

1.8 	 Insurance contracts

	� Insurance contracts are those contracts that transfer significant insurance risks. These contracts can also transfer financial risks. As a 
general rule, SNS REAAL considers an insurance risk to be significant if there is a possibility that, following an insured event, it has to make 
a payout of at least 10% in excess of the payout due if the insured event had not occurred.

	 SNS REAAL distinguishes between the following contract categories:

1.8.1	 Life insurance
	� These contracts provide long-term insurance of events that lead to a payment in cash or investments units in connection with the survival 

or death of policyholders. The life insurance contracts of REAAL can be categorised in the product groups endowment mortgages, 
annuities, risk insurance policies, savings insurance policies, funeral insurance and insurance policies in investment units.
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1.8.2 	 Non-life insurance
	� Non-life insurance contracts comprise those insurance contracts that do not offer cover connected to the life or death of policyholders. 

These contracts mainly concern a shorter period during which events are insured. The non-life insurance contracts of REAAL can be 
categorised in the product groups illness / accidents, motor vehicles, fire, transport and other. 

	� With liability insurance policies, clients of SNS REAAL insure themselves against the risk that they may cause damage to third parties as a 
result of lawful actions. With building insurance, the clients of SNS REAAL insure themselves primarily against damage to their real estate 
or for the value of lost real estate. Non-life insurance also includes insurance contracts with which clients of SNS REAAL insure themselves 
against the consequences of occupational disability that could affect the possibility of the client or policyholders to sustain their current 
income level. Guaranteed payouts made after the occurrence of the specified insured event are either fixed or linked to the scale of the 
economic loss suffered by the policyholder. No payouts take place when the insurance policy expires or is surrendered.

1.8.3	 Unit-linked insurance
	� The distinctive feature of unit-linked insurance is the link of the life insurance policy to investment units. The policyholder determines how 

REAAL should invest the paid premiums after deduction of costs and risk premium. To this end, REAAL has created mainly separate 
investment funds. The policyholders bear the economic risk on the investments. REAAL determines the investment policy. Policyholders 
have the option, in addition to the type of investment, also adapt the policy to his/her personal and/or financial situation.

	� The benefits from these insurance contracts are linked to the investments. Given this link, the insurance commitments for these contracts 
are adjusted for all the adjustments in the value of these investments.

1.8.4	 Insurance contracts with discretionary profit-sharing rights
	� The insurance portfolio also contains insurance contracts with discretionary profit sharing. Discretionary profit sharing schemes are 

connected to the contractual right of individual policyholders to an additional benefit over and above the insured or guaranteed capital. 
The amount and timing of these additional benefits are at the discretion of SNS REAAL. Because of the discretionary element of these 
profit-sharing commitments, an amount is included in an earmarked portion of shareholders’ equity.

1.9 	 Translation of foreign currencies

	� Upon initial recognition, transactions in foreign currencies are translated into euros at the exchange rate on the transaction date. 
Balance sheet items in foreign currencies are translated into euros at the spot rate applicable on the balance sheet date. Exchange rate 
gains and losses from these transactions and from translating monetary balance sheet items in foreign currency are taken to the income 
statement under Result on investments or Result on derivatives and other financial instruments, except in the case of cash-flow hedge 
accounting, in which case exchange rate gains and losses are taken to shareholders’ equity.

	� The exchange rate gains and losses of non-monetary items stated at fair value, with changes in the value being taken to the result, are 
accounted for as part of these changes in the value of the asset in question. Exchange rate differences in the revaluation reserve of non-
monetary balance sheet items, with changes in the value being taken to shareholders’ equity, are incorporated in shareholders’ equity. 
Non-monetary items stated at historical cost are translated at the exchange rate applicable on the transaction date. 

1.10 	 Information by segment

	� A segment is a clearly distinguishable division of SNS REAAL that provides services with a different risk or return profile (business segment) 
from other segments, or that delivers the services to a particular economic market (market segment) with a different risk and return profile 
from other segments.

	� The most significant business segments of SNS REAAL are the banking operations, life insurance operations, non-life insurance operations 
and group activities. Together these form the primary segmentation basis. Banking operations are further segmented into retail 
operations and commercial banking operations.

2 	 Cash flow statement

	� The cash flow statement is drawn up in accordance with the indirect method, making a distinction between cash flows from operating, 
investing and financing activities.

	� Cash flows in foreign currency are translated at the average exchange rates during the financial year.
	� With regard to cash flow from operations, the net profit is adjusted for gains and losses that did not result in income and payments in the 

same financial year and for changes in provisions and accrued and deferred items.
	� With investments in consolidated participating interests, the liquid assets available in these participating interests are deducted from the 

purchase price.
	� In the context of the cash flow statement, cash and cash equivalents comprise cash balances and balances that can be converted into 

ready cash within three months, including: demand deposits kept at banks, funds and balances at central banks, government papers, other 
short-term, highly marketable investments with an original maturity of a maximum of three months, current account advances and loans 
and advances to other banks.
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3 	 Balance sheet

3.1 	 Goodwill and other intangible assets

3.1.1 	 Goodwill
	� Acquisitions by SNS REAAL are recognised according to the ‘purchase’method, with the cost of the acquisitions being attributed to the fair 

value of the acquired assets, commitments and off-balance sheet commitments. Goodwill, being the difference between the cost of the 
acquisition and the share of SNS REAAL in the fair value of the acquired assets, commitments and off-balance sheet commitments on the 
acquisition date, is capitalised as an intangible asset.

	� Goodwill is not amortised. Instead, an impairment test is performed once a year or more often whenever there are indications of 
impairment. For this impairment test, goodwill is attributed to cash-generating units. The book value of the cash-generating unit 
(including goodwill) is compared to the recoverable amount. The recoverable amount is the higher of the net realisable value and the 
going-concern value.	�

	� Any negative goodwill is taken directly to the result.

3.1.2 	 Software
	� Acquired software licences are capitalised on the basis of the acquisition cost and the costs to render the software in question operational. 

These costs are amortised on the basis of the expected useful life, with a maximum of three years applying. Costs that are directly related 
to the manufacture of identifiable and unique software products to which SNS REAAL has right of disposal, and which are likely to generate 
economic benefits that exceed the costs for more than one year, are capitalised as intangible assets. The direct costs comprise the staff 
costs directly attributable to software development

	� All the other costs associated with the development or maintenance of computer software are included as a charge 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 applying.

3.1.3 	 Capitalised acquisition costs in connection with insurance operations
	� These acquisition costs are the direct or indirect costs in connection with concluding life insurance policies. The capitalised acquisition 

costs item comprises capitalised commission and other direct and indirect acquisition costs that depend on and relate to the acquisition of 
new contracts and the extension of existing contracts. The costs are capitalised to the extent that they can be recovered from future 
loading in the premiums or from the expected gross result, depending on the nature of the policy.

	� The capitalised acquisition costs are amortised on a straight-line basis over a maximum period of 12 years (in line with the period in which 
the premiums are realised or the expected period in which premium income is earned). This amortisation is decided by the management on 
the basis of the best possible estimates with respect to future expectations. These estimates include income from bonds and equities in the 
long term, assumptions with respect to mortality, invalidity and termination of policies, recurring costs and expected future inflation. 

	� Movements in the equity market can have a significant effect on the fund value of variable products and their management fees. 
Consequently, the expected future results increase or decrease in line with these movements. Likewise, changes in the interest income 
from fixed annuities (added interest less the interest earned) affect the assumptions in respect of future contributions.

	� An impairment test is carried out annually on these capitalised acquisition costs to confirm that future contributions from the insurance 
products are sufficient to cover the periodic amortisation expenses. In the case of a negative recovery capacity, additional amortisation is 
recognised in the income statement in the relevant year.

3.1.4 	 Value of Business Acquired
	� SNS REAAL recognises acquisitions on the basis of the purchase method. As a result, the acquired insurance portfolios are included in the 

balance sheet as intangible assets on the basis of ‘value of business acquired’ (VOBA). The VOBA is calculated on the net present value of 
the estimated future cash flows from the current insurance contracts at the acquisition date. Best estimates of actuarial assumptions for 
interest, mortality and costs are used for determining this net cash value.

	� SNS REAAL amortises the VOBA on a straight-line basis over the estimated maturity of the acquired contracts. The estimated maturity is re-
assessed on a regular basis. An impairment test is carried out as at each balance sheet date to confirm that the future contributions from 
the acquired insurance contracts are sufficient to cover the periodic amortisation expenses. In the case of a negative recovery capacity, 
additional amortisation is recognised in the income statement in the relevant year.

3.2 	 Tangible fixed assets

3.2.1 	 Land and buildings in company’s own use
	� Property in own use primarily concerns offices (buildings and land) and is stated at fair value based on assessments by independent 

external surveyors, less depreciation of buildings and accumulated impairment. Positive revaluations on the basis of these assessments are 
added to the revaluation reserve in shareholders’ 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. Negative revaluations, insofar as these result in the reversal 
of prior positive revaluations of the same asset, are charged to the revaluation reserve. All other write-downs are charged directly to the 
income statement.
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	� Buildings are depreciated in a straight line over the economic life, with a maximum of 50 years, with account being taken of the possible 
residual value. Land is not depreciated. Regular impairment tests are carried out on real estate. 

	� Repair and maintenance expenses are recognised in the other operating expenses when the expense is incurred. Expenses incurred after 
the acquisition of an asset that increase or extend the future economic benefits in relation to the original use are capitalised and then 
amortised.

	� At the sale of a property  the revaluation reserve related to the sold real estate is transferred to the other reserves.

3.2.2 	 IT equipment and other assets
	� All other tangible fixed assets are carried at historical cost net of accumulated depreciation and, if applicable, accumulated impairment.
	� The historical cost comprises the expenses directly attributable to the acquisition of the asset. 
	� The cost of the other tangible fixed assets is depreciated on a straight-line basis over the useful life, with account being taken of a possible 

residual value. The estimated useful life is three to five years.
	� Regular impairment tests are carried out on the other tangible fixed assets. If the book value of an investment permanently exceeds the net 

realisable value, it is immediately written down to the realisable value.
	� Repair and maintenance expenses are recognised in the 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 investments in relation to the original use are 
capitalised and then amortised.

	� Results on the sale of equipment are defined as the balance of the realisable value less transaction costs and the book value. These results 
are recognised as part of the result from operating activities.

3.3 	 Associated companies

	� Associated companies are entities in which SNS REAAL generally exercises between 20% and 50% of the voting rights, or in which the 
Group can exercise significant influence, but does not have overall control.

	� Participating interests are recognised in accordance with the net equity method. The item also includes goodwill paid at acquisition less 
accumulated impairment where applicable. Under the net equity method, the share of SNS REAAL in the result of the participating interest 
is recognised in the income statement of SNS REAAL as share in the result of associated companies. The share of SNS REAAL in changes in 
the reserves of the participating interest is stated in the reserves of SNS REAAL. The value of the participating interest is adjusted for these 
results and changes in reserves. If the valuation of the participating interest has become zero, no further losses are accounted for anymore, 
unless the Group has entered into commitments on behalf of the participating interest or has made payments for the participating 
interest.

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

	� Associated companies held for sale are classified as held for sale. These investments are stated at the lower of the book value and the sale 
price less selling costs. The result on the sale of an investment in an associated company is presented as a total amount in the income 
statement consisting of the sale price less the transaction costs and the book value of the participating interest.

3.4 	 Investment property

	� Investment property, comprising shop and office buildings and land, are held to generate long-term rental income. If property is kept 
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 property is treated as long-term investments and stated at fair value, which is the same as the open market value that is 
determined every three years by independent external surveyors with sufficient expertise and experience in the locations and categories of 
real estate. In the time between the three-yearly external valuation, SNS REAAL uses alternative valuation methods based on the total net 
annual rental of that property and, where applicable, the associated costs.

	� Changes in the fair value are stated in the income statement under result from investments.
	� Investment property is carried at cost including transaction costs upon initial recognition.
	� The summary below shows the bandwidth of return factors used for every category of property.

	 Building 		  Location 	 Return factor
	 Shops	 		   A-location	 6.50 – 7.50
	 Shops	 		   B-location	 7.00 – 8.00
	 Offices 		  A-location	 7.00 – 9.00
	 Offices 		  B-location	 7.20 – 9.00
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3.5 	 Investments

3.5.1 	 Classification
	� SNS REAAL divides its investments into the following categories: (1) held to maturity, (2) loans and receivables, (3) available for sale and (4) 

at fair value through profit and loss.
	 The category depends on the purpose for which the investments were acquired.
	� Upon acquisition of its investments, the management decides which category the investment will be allocated to, and reviews the 

appropriateness of this allocation every year as at reporting date.
	� Upon first-time inclusion, investments are stated at cost including transaction costs.

3.5.2 	 Held to maturity
	� Fixed-term investments, which management intends, and is able, to hold to maturity, are classified as held to maturity.
	� Investments held to maturity are stated at amortised cost based on the effective interest method, less a provision for impairment if 

necessary. The effective interest method is based on the expected flow of cash receipts, with account being taken of the risk of early 
redemption of the underlying financial instruments and the direct costs, such as the transaction costs charged, agency commission and 
discount or premiums.

3.5.3 	 Loans and receivables
	� This item includes unlisted investments with a fixed term. These investments are stated at amortised cost based on the effective interest 

method, less a provision for impairment if necessary.

3.5.4 	 Available for sale
	� Investments that do not satisfy the criteria defined by management for held to maturity investments or at fair value in the income 

statement, are classified as available for sale.
	� Upon first-time inclusion, investments available for sale are recognised at fair value in the balance sheet. Unrealised gains and losses 

resulting from the fair value adjustments of investments available for sale are taken to shareholders’ equity, taking account of deferred 
taxes.

	� Investments in the form of shares of which the fair value cannot be estimated reliably are stated at cost less impairment if necessary. When 
the investments are sold or if they are impaired, the related accumulated fair value adjustments are recognised in the income statement as 
result from investments.

3.5.5 	 �At fair value through profit and loss
	� Investments at fair value through profit and loss were acquired with a view to benefiting from short-term fluctuations in the price or 

trading margin. Upon first recognition, these investments are stated at cost, in other words, the fair value of the reimbursement paid, and 
are subsequently stated at fair value. All the related realised and unrealised gains and losses are taken to the result from investments. 
Interest income earned on securities is recognised as interest income under net interest income at SNS Bank and under result from 
investments at REAAL Verzekeringen. Dividend received is stated under result from investments.

3.5.6 	 Impairment
	� The management performs an assessment at balance sheet date to ascertain whether there are objective indications of impairment of 

investments held to maturity and available for sale. Impairment losses are taken directly to the income statement under Impairment of 
financial instruments and other assets. Remeasurement in shareholders’ equity, where applicable, is written down. 

	� An investment is considered to be impaired if the cost exceeds the recoverable amount in the long term, in other words, a significant or 
prolonged decline in the fair value below its cost. The recoverable amount of the investments in the form of unlisted shares is determined 
using recognised valuation methods. The standard method used is based on the relationship in the market between the profit and the 
value of comparable companies. The recoverable amount of listed investments is determined on the basis of the market price. They are 
deemed to be impaired if there are objective indications that the decrease in the market price is such that it cannot reasonably be assumed 
that the value will recover to the level of the book value in the foreseeable future. 

	� If, during a subsequent period, the impairment of an investment held to maturity or of investments available for sale decreases, and the 
decrease can objectively be attributed to an event following the write-down, the impairment is reversed in the income statement. This does 
not apply to investments in equity instruments where an increase in value following impairment is treated as a revaluation. �

3.6 	 Investments for insurance products on behalf of policyholders

	� These investments are held on behalf of life insurance policyholders and are stated at fair value. Amounts due by policyholders in this 
context are recognised in the income statement as insurance premiums. If the income from investments is not sufficient to cover the 
obligations due to minimum returns, a supplementary provision is formed at the expense of the income statement. Adjustments in the 
value of investments and book results on the sale of investments are taken to the income statement as result on investments on behalf of 
policyholders.
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	� Obligations arising from investments on behalf of policyholders are recognised on the basis of the same principles as those used for the 
valuation of the corresponding investments. Adjustments in the value of obligations related to the investments on behalf of policyholders 
are recognised in the income statement under technical expenses with respect to insurance contracts on behalf of policyholders. 

3.7 	 Derivatives

	� Derivative financial instruments, such as currency contracts, interest rate futures, forward contracts, currency and interest rate swaps, 
currency and interest rate options (both written and purchased) and other derivative financial instruments are stated at cost (including 
transaction costs) in the balance sheet upon first-time inclusion and are subsequently stated at fair value.

	� The fair value of publicly traded derivatives is based on listed bid prices for assets held or liabilities to be issued, and current offer prices for 
assets to be acquired or liabilities held.

	� The fair value of non-traded derivatives depends on the type of instrument and is based on a DCF model or an option valuation model. 
SNS REAAL recognises derivatives with a positive value as assets and derivatives with a negative value as liabilities.

	� Adjustments in the fair value of derivatives held for trading are taken to the valuation result on derivatives.

3.7.1 	 Embedded derivatives
	� Certain derivatives are embedded in other financial instruments, such as conversion options in convertible bond loans. These are treated 

as separate derivatives if there is no close relation between the risks and characteristics of the derivative and the host contract, and if the 
host contract is not stated at fair value, with unrealised gains and losses being taken to the result.

3.7.2 	 Hedge accounting
	� SNS REAAL uses derivatives as part of the management of the balance sheet and management of risk. These instruments are used for 

hedging interest rate and foreign currency risks, including risks by virtue of future transactions. If a transaction meets the relevant 
conditions for hedge accounting, SNS REAAL applies fair value hedge accounting or cash flow hedge accounting.

	� SNS REAAL can designate particular derivatives as either (1) a hedge of the fair value of a recognised asset or liability (fair value hedge); or 
(2) a hedge of a future cash flow that can be attributed to a recognised asset or liability, an expected transaction or a definite obligation 
(cash flow hedge).

	� Hedge accounting is used for derivatives thus identified, provided certain conditions are met. The conditions applied by SNS REAAL for a 
derivative instrument to qualify for treatment as a hedging instrument comprise:

	 §	� formal documentation of the hedging instrument, the hedged position, the aim, strategy and relationship of the hedge is completed 
before hedge accounting is applied;

	 §	� the documentation shows that the hedge is expected to be effective in compensating the risk in the hedged position for the entire 
reporting period;

	 §	� and the hedge continues to be effective during the term.
	� A hedge is considered to be effective if SNS REAAL, from the start of and during the term, can expect that adjustments in the fair value or 

cash flows of the hedged position are almost fully compensated by adjustments in the fair value or cash flows of the hedging instrument, 
and actual results point in this direction, and the actual effectiveness remains within a bandwidth of 80% to 125%.

	� SNS REAAL ends the hedge accounting as soon as it is established that a derivative is no longer an effective hedge, 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.

3.7.2.1 	 Fair value hedge accounting
	� Derivatives designated as a hedge of the fair value of recognised assets or liabilities or of a definite obligation are stated as fair value hedge.
	� Changes in the fair value of the derivatives that are designated as a hedge are taken directly to the income statement and reported in the 

line that relates to the hedged item. The corresponding adjustments in the fair value of the hedged asset or the hedged liability that can be 
attributed to that specific hedged risk are also taken directly to the income statement under the same line in the income statement.

	� If the hedge no longer fulfills the conditions for hedge accounting, an adjustment in the book value of a hedged financial instrument is 
amortised and charged or credited to the income statement during the residual term of the 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.

3.7.2.2 	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 expected 

transaction. Adjustments in the fair value of the effective portion of derivatives that are designated as cash flow hedge and that fulfill the 
conditions for cash flow hedge accounting and that appear to be effective in relation to the hedged risk are stated in the cash flow hedging 
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 gains and losses that were previously taken to 
shareholders’ equity 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 that is included in the cash flow hedging reserve, the portion of the gain or loss 
on the hedging instrument that is considered as an effective hedge of the cash flow risk is taken to shareholders’ equity, while the 
ineffective portion is taken to the income statement.

	� If the hedging instrument itself expires or is sold, terminated or exercised, the accumulated gain or loss that was included in shareholders’ 
equity remains in shareholders’ equity until the expected transaction actually takes place. If the hedging instrument no longer satisfies the 
conditions for hedge accounting, the accumulated gain or loss that was included in shareholders’ equity remains in shareholders’ equity 
until the expected transaction takes place. If the transaction in question is no longer expected to take place, the accumulated result taken 
to shareholders’ equity is immediately transferred to the income statement.

3.8 	 Deferred tax receivables

	� Deferred tax receivables and liabilities are recorded for temporary differences between the book value of assets and liabilities for tax and 
for accounting purposes. This is based on the tax rates applicable as at balance sheet date and that are expected to apply in the period in 
which the deferred tax receivables are realised or the deferred tax liabilities are settled. The deferred taxes are stated at nominal value.

	� Deferred tax receivables are only included if it is expected that tax profits will be realised in the near future as compensation for these 
temporary differences. A provision for deferred taxes is formed for temporary differences between the book value and the value for tax 
purposes of investments in group companies and participating interests, except if the Group 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.

	� The most significant temporary differences arise from the revaluation of tangible fixed assets, certain financial assets and liabilities, 
including derivatives contracts, provisions for pensions and other post-retirement employee schemes, 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. 

	� Tax due on profits is recognised in the period during which the profits were generated, based on the applicable local tax laws. Deferred 
taxes with respect to the revaluation of investments available for sales and cash flow hedges, of which value adjustments are taken directly 
to shareholders’ equity, are also charged or credited to shareholders’ equity and consequently taken to the income statement together 
with the deferred value adjustments.

3.9	 Reinsurance contracts

	� Contracts concluded by SNS REAAL with reinsurance companies by virtue of which SNS REAAL receives compensation for losses on one or 
more contracts issued by SNS REAAL, which satisfy the criteria for insurance contracts, are designated as held reinsurance contracts.

	� Insurance contracts concluded by SNS REAAL where the contract holder is a different insurance company are designated as received 
reinsurance contracts and recognised as insurance contracts.

	� Reinsurance premiums, commission, payments and claims and technical provisions for reinsurance contracts are accounted for in the same 
way as the direct insurance policies that are reinsured. The share of the reinsurance companies in the technical provisions for reinsurance 
contracts and the benefits to which SNS REAAL is entitled to by virtue of its insurance contracts are recognised as assets from reinsurance. 
These assets comprise current receivables from reinsurance companies (presented under other assets), and non-current receivables 
(presented under reinsurance contracts). These receivables depend on the expected claims and benefits arising from the relevant 
reinsured insurance contracts. The amounts due to reinsurance companies are valued in accordance with the terms and conditions of each 
reinsurance contract. Reinsurance obligations primarily concern premiums payable for reinsurance contracts. These premiums are 
recognised as expense in the period during which these premiums are due.

	� The receivables in respect of reinsurance contracts are tested for possible impairment on the balance sheet date.

3.10	 Mortgage loans to clients 

3.10.1	 Mortgage receivables
	� This is defined as loans and advances to clients with mortgage collateral. These loans and advances are stated at amortised cost on the 

basis of the effective interest method. Loans and advances adjusted after negotiations or otherwise adjusted due to financial restructuring 
of the borrower are valued on the basis of the original effective interest rate before the terms and conditions were revised.

	� As far as the loans and advances are concerned, a provision for impairment is formed if there are objective indications that SNS REAAL will 
not be able to collect all the amounts due by virtue of the original contracted loan terms and conditions. For loans and advances that are 
individually significant, the provision formed equals the difference between the book value of the total position and the recoverable 
amount. The recoverable amount equals the present value of the expected cash flows, including the amounts realised by virtue of 
guarantees and collateral, discounted at the effective interest rate of the loans and advances.

	� Small homogenous loans and advances are tested collectively for impairment. The provision with respect to this collective approach is 
calculated using a range of model-based instruments, including ‘risk-rating’ models for homogenous pools of consumer and business 
loans. The loss factors developed using similar models are based on historic loss data of SNS REAAL, and are adjusted according to clear 
current information that, in the opinion of the management, can affect the collectability of the portfolio on the assessment date.
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	� The provision for impairment also covers losses where there are objective indications of losses likely to be incurred in the loan portfolio. 
These are estimated on the basis of historic loss patterns in every division and the creditworthiness of the borrower, and are a reflection of 
the current economic climate in which the borrowers operate. 

	� If a loan cannot be collected, it is written off against the relevant provision for impairment. Amounts that are subsequently collected are 
deducted from the addition to the provision for loan losses in the profit and loss account.

	� If the amount of the impairment subsequently decreases due to an event following the write-down, the release from the provision is 
credited to the income statement.

3.10.2 	 Credit guarantees
	� SNS REAAL has concluded a credit guarantee for the credit risk in a portion of the mortgage portfolio to recover impairment losses on the 

relevant mortgage portfolio from the guarantor. Impairment of mortgages is included under impairment of financial instruments and 
other assets. The amount receivable by virtue of the guarantee is also recognised on this line in the result.

3.11 	 Other loans and advances to customers

	� This comprises loans and advances to business and private clients without mortgage collateral. Loans and advances adjusted after 
negotiations or otherwise adjusted due to financial restructuring of the borrower are valued on the basis of the original effective interest 
rate before the terms and conditions were revised.

	� As far as the loans are concerned, a provision for impairment is formed if there are objective indications that SNS REAAL will not be able to 
collect all the amounts due by virtue of the original contracted loan terms and conditions. 

	� The criteria for impairment are applied to the entire loans portfolio, except to smaller, homogenous loans, such as consumer credit and 
credit card loans, which are tested collectively for impairment. Smaller business loans managed in a portfolio are also tested collectively 
for impairment.

	� For loans and advances that are individually significant, the provision formed equals the difference between the book value of the total 
position and the recoverable amount.

	� The provision with respect to the collective approach is calculated using a range of model-based instruments, including ‘risk-rating’ 
models for homogenous pools of consumer and business loans. The loss factors developed using similar models are based on historic loss 
data of SNS REAAL, and are adjusted according to clear current information that, in the opinion of the management, can affect the 
collectability of the portfolio on the assessment date.

	� The provision for impairment also covers losses where there are objective indications of losses likely to be incurred on the loan portfolio. 
These are estimated on the basis of historic loss patterns in every division and the creditworthiness of the borrowers, and are a reflection 
of the current economic climate in which the borrowers operate. 

	� If a loan cannot be collected, it is written off against the relevant provision for impairment. Amounts that are subsequently collected are 
deducted from the addition to the provision for loan losses in the profit and loss account.

	� If the amount of the impairment subsequently decreases due to an event following the write-down, the release from the provision is 
credited to the income statement.

3.12	 Loans and advances to credit institutions

	� The loans and advances to credit institutions concern loans to banks, insofar as not in the form of interest-bearing securities. These loans 
and advances are carried at amortised cost on the basis of the effective interest method.

3.13 	 Other tax receivables

	� The other tax receivables concern tax due on the taxable profits. This item also includes receivables concerning wage tax, dividend tax and 
value added tax.

	� Current tax receivables are stated at nominal value.

3.14 	 Other assets

	� Other assets consist of receivables from direct insurance policies, other receivables and accrued assets. Accrued assets include the 
accumulated interest on financial instruments stated at amortised cost, as well as the accrued assets.

3.15 	 Cash and cash equivalents

	� Cash and cash equivalents include the demand deposits at the Dutch central bank and deposits at other banks. Loans and advances of 
SNS Bank to banks are included under Loans and advances to credit institutions. 
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3.16 	 Shareholders’ equity

3.16.1	 Issued share capital
	� The share capital comprises the issued and paid-up share capital. Costs directly attributable to the issue of equity instruments are 

deducted net of tax from the share issue income in shareholders’ equity. 

3.16.2 	 Ordinary share dividend
	� Dividend for a financial year, which is payable after the balance sheet date, is disclosed in the notes on the events after the balance sheet 

date.

3.16.3 	 Revaluation reserve
	� These reserves concern the revaluation of real estate for own use (see 3.2.1).

3.16.4 	 Cash-flow hedge reserve
	� Adjustments in the fair value of the effective portion of derivatives that are designated as cash-flow hedge and that comply with the 

conditions for cash flow hedge accounting and that appear to be highly effective in relation to the hedged risk are stated in the cash-flow 
hedge reserve (see 3.7).

3.16.5	 Fair value reserve
	� This reserve relates to the revaluations of the instruments available for sale (see 3.5.3). In addition, exchange rate differences on non-

monetary financial assets that are classified as available for sale are stated in this reserve (see 1.10).

3.16.6	 Other reserves
	� Other reserves comprise the retained earnings of SNS REAAL.

3.17 	 Participation certificates and subordinated debts

	� SNS Bank issues participation certificates to third parties. The certificates have an open-ended term, with SNS Bank maintaining the right 
to early redemption in full after 10 years, provided permission is given by the regulator. The amount of the dividend, in the form of a coupon 
rate, is fixed over a period of 10 years and equal to the CBS (Statistics Netherlands) return on 9-10 year Government bonds plus a mark-up. 
Benefit payments on participation certificates are stated under interest expenses for banking operations. These certificates are classified 
as debt in the financial statements. For the solvency reports to the Dutch central bank, this item forms part of the Tier 1 capital. 
Participation certificates are valued at amortised cost.

	� Subordinated loans include the subordinated bond loans that are considered in the solvency test by DNB, and are stated at amortised cost 
based on the effective interest rate.

	� At REAAL Verzekeringen, 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 statutory solvency requirements can or may no longer be complied with. The final bonus 
account is calculated on an actuarial basis using the same principles as applied to calculate the profit additions, which form part of the 
technical provisions for insurance operations, additionally taking account of the estimated probability of early termination of insurance 
policies.

	� 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 Technical provisions for insurance operations. These obligations arising from the final bonus scheme are classified as debt in 
the financial statements. For the solvency reports by REAAL Verzekeringen to the Dutch central bank, this item forms part of the available 
equity.

3.18	 Debt certificates

	� Upon first-time recognition, outstanding debt certificates are stated at cost, in other words, the issue income (the fair value of the received 
payment) net of the transaction costs incurred. Thereafter, they are stated at amortised cost. The hedge accounting rules are applied to 
outstanding debt certificates and other borrowed funds that are hedged by derivatives as referred to in 3.7.

	� When SNS REAAL purchases its own debt securities in the context of market maintenance, these debt certificates are removed from the 
balance sheet.
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3.19	 Technical provisions, insurance operations

3.19.1	 Insurance contracts – commitments
3.19.1.1	 Life insurance
	� A commitment is recognised for contractual payouts expected in the future as soon as the premiums become due. The life insurance 

commitments consist of the cash value of the expected future benefits to policyholders or other beneficiaries, including future premiums.
	� The provision is calculated according to the actuarial methods with assumptions, such as estimates of premiums, mortality, investment 

results, termination of policies, surrender and costs being taken into account. These assumptions were originally based on the best 
possible estimates of actual future outcomes when the contracts is concluded with, in some cases, account being taken of a margin for 
negative developments. The assumptions used are regularly tested against the actual developments and, depending on the type of 
product, adjusted if necessary. The average discount rate is 3% or 4% and is fixed. The average actuarial interest rate is 4.2% (2004: 4.0%). 

	� Mortality rates are determined on the basis of the same principles used to calculate the premiums. Where necessary, adjustments are 
made in accordance with the latest mortality tables. The assumptions take account of a margin for unfavourable deviations. 
The commitments are calculated every year as at balance sheet date, with the assumptions made at the outset of the contract being used.

	� The premiums are loaded to cover the costs. When the premiums are received or become due, the surcharge is released and becomes 
available for covering the actual costs, including recurrent costs, non-capitalised acquisition costs and amortisation of the capitalised 
acquisition costs.

	� REAAL also sells products that contain minimum guarantees. The technical provision for life insurance includes provisions for guaranteed 
benefits. This technical provision also includes guarantees with respect to policies of which policyholders bear the investment risk.

	� The provisions are stated net of the capitalised interest rate rebates. Depending on the type of insurance contract, the capitalised interest 
rate rebate is amortised either on an actuarial basis or over a period of eight years.

	� Profit sharing already awarded but not yet paid out and the single premium profit policies for the next year are included under the 
provision for profit sharing, bonuses and discounts, calculated using actuarial principles. 

	� The commitments arising from funeral insurance policies consist of the cash value of the expected future benefits to policyholders or other 
beneficiaries, including profit sharing already awarded and future administrative expenses that are directly related to the contract, less the 
expected value of the future premium income.

	� The premium provision for the right to premium exemption during occupational disability and the occupational disability payments is 
twice the annual premium received, with the exception of the premiums withheld in investment insurance policies, for a which premium 
provision equal to one time the annual premium is kept.

3.19.1.2	Non-life insurance
	� The provision for unearned premiums is computed in proportion to the unexpired risk periods. The provision is equal to the unearned gross 

premiums net of prepaid reinsurance premiums. Gross premiums are stated net of the commission paid. 
	� The provision for unexpired risks is calculated on the basis of claims and claim-handling expenses that may arise after balance sheet date 

and which are covered by contracts concluded before that date, insofar as the amount estimated in this connection exceeds the provision 
for unearned premiums and the premiums claimable in relation to these contracts.

	� REAAL Verzekeringen keeps co-insurance contracts, which mainly concern the transport sector. In the calculation of the technical 
provision, account is taken with risks entered that have not yet occurred, and events that have occurred but have not yet been reported. 
The expected balances for the risks entered into and loss incurred are determined on an underwriting year basis.

	� Claims and specialist costs are charged to the result when they are incurred. 
	� Provisions for unpaid claims and specialist costs concern the accumulated estimates of the final claims and comprise a provision for events 

that have already occurred but have not yet been reported. The provisions represent the estimate of the future payouts for reported and 
unreported damage claims and the associated costs with respect to insured events that have occurred. Expected subrogation is deducted 
from the provision.

	� The provision for payable claims is earmarked for claims for the financial and preceding years that have yet not been settled as at balance 
sheet date. The provision is determined systematically for each item or on the basis of statistical data, taking account of claims not yet 
reported. In determining the provision, account was also taken of claim-handling costs still to be incurred. Transport and aviation 
insurance contracts use a different method. The calculation is performed on an underwriting year basis, with the provision for premiums 
and claims being taken to a fund separately.

	� The calculation of provisions involves uncertainties that require substantiated estimates and assessments. The non-life provisions, with the 
exception of claims related to occupational disability, are not discounted by SNS REAAL, in accordance with standard practice in the sector. 
Adjustments in estimates are stated in the result in the period during which the estimates are adjusted

	� In the event of individual cases reported to SNS REAAL, commitments in respect of unpaid claims are estimated on the basis of the claim 
assessment. In the case of events that have already occurred, but have not yet been reported, the commitments are estimated on the basis 
of statistical analyses. Statistical analyses are also used to estimate the expected final costs of more complex claims that can be influenced 
by both internal and external factors (such as claim handling procedures, inflation, changes in legislation and regulations, court rulings, 
history and trends). Payments are recognised as a charge when they are made.

3.19.1.3	Unit-linked contracts
	� These contracts primarily concern life insurance policies, with the investment risk being borne by the policyholders. 
	� The technical provisions for insurance policies, in which policyholders bear the investment risk, are stated at the balance sheet value of the 
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related investments. These technical provisions are thus stated at fair value in the income statement. Transaction costs and commission 
are not included in the first valuation but recognised as charge at the moment they are incurred.

	� Guarantees have been furnished for insurance policies in investment units with the premiums being invested in a fixed-income fund. The 
guarantee entails a 3% or 4% annual return on the invested savings premium, and only applies at the maturity date of the insurance policy.

	� Payments are recognised as a charge when they are made.

3.19.1.4	Reinsurance
	� Reinsurance contracts and other damage retrieving options are recognised separately under assets and are assessed and accounted for in 

the same way as the corresponding technical provisions.

3.19.1.5	Discretionary profit-sharing commitments
	� The insurance portfolio contains contracts with discretionary profit sharing. This profit sharing is awarded each year, mainly on the basis of 

the surplus interest realised in accounting terms on fixed-income securities in the existing portfolio, less related costs and a limited share 
in the insurance result upon death. When awarding the profit, account is also taken of expected returns in the future and other factors that 
could have an influence on the investment returns. The realisation of surplus interest in accounting terms is not the same as the investment 
results under the accounting principles used in these financial statements.

	� As far as the differences between the calculation of the profit and the accounting principles used in these financial statements are 
concerned, realised and unrealised gains and losses from fixed-income securities, which serve to hedge these contracts proportionally and 
are recognised in shareholders’ equity in accordance with accounting principles used in these financial statements, are considered to be 
available for future profit sharing to policyholders. Insofar as applicable, this is disclosed in shareholders’ equity.

3.19.2	 Adequacy test for insurance commitments
	� Although the insurance commitments present a true and fair view on the basis of the information available as at balance sheet date, the 

eventual commitments can vary as a result of events after balance sheet date, which can result in a significant change in the current 
valuation. Changes in the valuations of prior years are recognised in the year in which these changes are implemented, and are disclosed 
separately if material.

	� The methods and assumptions used are regularly assessed during the reporting period.
	� Every year at balance sheet date, an adequacy test is performed for life insurance commitments to ensure that the contractual obligations, 

net of the related capitalised acquisition costs, and VOBA, are adequately stated. The tests are performed using the estimates of future 
contractual cash flows and claim handling and management costs, and income from investments that serve to hedge these obligations. 
Any shortfall is taken directly to the profit and loss account by first writing down the capitalised acquisition costs or the VOBA and then, 
insofar as necessary, forming a provision for insurance commitments (the provision for current risks) on the basis of the adequacy test.

	� As explained in the notes, life insurance contracts are valued on the basis of assumptions made at the outset of the contract. When the 
adequacy test for insurance commitments indicates that new best assumptions need to be made, these assumptions (without a margin for 
unfavourable deviations) are subsequently used for determining these commitments. The adequacy test for the discount rate is based on 
the interest rate laid down by DNB.

	� Write-downs on capitalised acquisition costs or the VOBA as a result of this test cannot be subsequently reversed.

	 The following principles were used in the adequacy test:
	 §	 Discount rate	 3%
	 §	 Profit allocation	 With surplus interest exceeding 4.5%, surplus interest tranches increase
	 §	 Inflation	 2%
	 §	 Efficiency improvement 	 2%
	 §	 Expected mortality 	 Historical tables on the basis of internal research
	 §	 Lapse and early surrender 	 Historical tables on the basis of internal research
	 §	 Salary trend, group policies 	 2.5%
	 §	 Increase in participants, group policies 	 5%
	 §	 Tax percentage 	 0%
	 §	 Cost of capital required 	 0

3.19.3	 Derivatives embedded in host contracts
	� SNS REAAL does not separately recognise derivatives embedded in insurance contracts, or options to surrender insurance contracts at a 

fixed amount, or fixed amount and an interest rate, and thus closely linked to the basic insurance contract, but recognises them in 
accordance with the main contract. The embedded derivatives are measured as soon as they have become final; the time value of the 
derivative is not included in full in the measurement of the contract.
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3.20	 Provision for employee benefits

3.20.1	 Pension commitments
	� SNS REAAL has different pension schemes, the major part of which being defined contribution schemes. A defined contribution scheme is 

a pension scheme in which SNS REAAL pays fixed contributions to a separate entity (a fund). SNS REAAL has no legally enforceable or 
constructive obligation in these schemes to pay extra contributions if the fund has insufficient assets to make all the benefit payments in 
connection with staff performance during the reporting and prior periods.

	� For the defined contribution schemes, SNS REAAL pays contributions to Stichting Pensioenfonds SNS REAAL. After payment of the 
contributions, SNS REAAL has not further payment obligations. The regular contributions are considered to be net period 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 period costs.
	� SNS REAAL additionally has a number of defined benefit pension schemes. The Group’s net commitments arising from defined benefit 

pension schemes are calculated separately for each scheme by making an assessment of the pension entitlements that staff have accrued 
in exchange for their service during the period under review and prior periods. These pension entitlements are discounted in order to 
determine the present value, and the fair value of the fund investments is deducted from this. The discount rate represents the return as at 
balance sheet date of bonds with an AAA credit rating whose maturity approach the term of the commitments. 

	� All the actuarial gains and losses as at 1 January 2004, the date of transition to IFRS, are charged to the shareholders’ equity. With respect 
to the actuarial gains and losses incurred after 1 January 2004 during the calculation of the Group’s commitments arising from defined 
benefit pension schemes, insofar as non-recognised accumulated actuarial gains and losses exceed 10% of the cash value of the gross 
commitment arising from the defined benefit pension scheme, or the fair value of the fund investments if higher, that portion is taken to 
the income statement for the expected remainder of the service of the employees participating in the scheme. Other than that, the 
actuarial gains or losses are not included.

	� When the calculation results in a positive outcome for the Group, the asset is stated at a maximum equal to the balance of any non-recognised 
actuarial losses and past service pension charges and the cash value of any future repayments by the fund or lower future premiums. 

3.20.2	 Liabilities by virtue of other benefits after retirement
	� A number of subsidiaries of SNS REAAL provide limited reimbursements for medical expenses and long-service awards, as well as a 

discount on certain financial services of SNS REAAL and its subsidiaries to its retired employees. To qualify for these benefits, the 
employment contract of the staff should normally have continued until the retirement age, and it should have lasted for a minimum period. 
A liability is formed for the estimated costs of these benefits during the term of employment using a method that corresponds with that 
used for defined benefit schemes. This liability is determined annually on the basis of actuarial principles.

3.21	 Other provisions

	� SNS REAAL forms provisions if there is a legally enforceable or constructive 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 stated at the 
present value of the expected future cash flows. Additions and any subsequent releases are taken to the profit and loss account.

3.21.1	 Reorganisation provision
	� The reorganisation provision comprises estimated termination benefits and other direct costs related to restructuring programmes. 

These costs are recognised in the period in which SNS REAAL is presented with a legally enforceable or constructive obligation to pay. 
No provision is formed for costs in advance related to the continuing operations of SNS REAAL.

	� SNS REAAL recognises termination benefits if the Group has demonstrably committed itself to:
	 §	� termination of the employment contract of current employees in accordance with a detailed formal plan without the option of the plan 

being withdrawn; or 
	 §	� 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.
	� No provisions are formed for future operating losses. 

3.21.2	 Legal costs
	� A provision for legal proceedings is formed for the estimated liability with respect to pending legal proceedings as at balance sheet date. 

The claims against SNS REAAL in the legal proceedings are disputed. Although the outcome of these disputes cannot be predicted with 
certainty, it is assumed on the basis of legal advice obtained and information received that they will not have a substantial unfavourable 
effect on the financial position of SNS REAAL. The provision comprises an estimate of the legal costs and payments due during the course 
of the legal proceedings.

F-�8



SNS REAAL  Financial Statements 2005  notes to the consolidated  financial statements 113SNS REAAL  Financial Statements 2005  notes to the consolidated  financial statements

3.22	 Derivatives

	 See part 3.7. of these Notes.

3.23	 Deferred tax liabilities

	� Deferred tax liabilities concern tax payable in future periods in connection with taxable temporary differences. See 3.8 for detailed 
information.

3.24 	 Savings

	� This item consists of balances on savings accounts, savings deposits and term deposits of private clients. Upon first-time inclusion, other 
funds entrusted are stated at cost, including transaction costs. Thereafter, these are stated at amortised cost. A difference between the 
income and the redemption value based on the effective interest method is recognised under Net interest income, banking operations in 
the income statement as during the term of the funds entrusted.

3.25	 Other amounts due to customers

	� Amounts owed to clients concern unsubordinated debts to non-banks, other than in the form of debt certificates. Upon first-time 
inclusion, these debts are stated at cost, including transaction costs. Thereafter, they are stated at amortised cost. A difference between 
the income and the redemption value based on the effective interest method is recognised under Net interest income, banking operations 
in the income statement during the term of these amounts owed to clients.

3.26 	 Amounts due to credit institutions

	� Amounts owed to credit institutions concern debts to banks, insofar as not in the form of interest-bearing securities. Upon first-time 
inclusion, these debts are stated at cost, including transaction costs. Thereafter, they are stated at amortised cost. A difference between 
the income and the redemption value based on the effective interest method is recognised under interest charges in the income statement 
during the term of these debts to credit institutions.

3.27 	 Other tax liabilities

	� Taxes due concern tax on the taxable profit for the period under review, based on the applicable tax rates or the tax rates that had 
materially been agreed as at balance sheet date. This item also includes payroll tax and value added tax payable.

3.28 	 Other liabilities

	� Other liabilities primarily consist of interest accrued on financial instruments that are stated at amortised cost. This item also includes 
payables and accrued liabilities.

4 	 Income statement

4.1 	 Income

	� Income represents the fair value of the services, less value added tax, after elimination of intra-group transactions within SNS REAAL. 
Income is recognised as follows:

4.1.1 	 Interest income, banking operations
	� The interest income from banking activities is the difference between interest income from banking activities and interest expenses from 

banking activities. The interest income from banking activities comprises interest on monetary financial assets attributable to the period. 
Interest on financial assets not classified as being stated at fair value in the income statement is recognised using the effective interest 
method based on the actual acquisition price.

	� The effective interest return method is based on the expected flow of cash receipts, with account being taken of the risk of early 
redemption of the underlying financial instruments and the direct costs, such as the transaction costs charged, agency commission and 
discount or premiums. If the risk of early redemption cannot be reliably determined, SNS REAAL assumes the cash flows over the full term 
of the financial instruments.

	� Commitment fees, together with related direct costs, are deferred and recognised as an adjustment of the effective interest on a loan if it 
is likely that SNS REAAL will conclude a particular loan agreement. If the commitment expires without SNS REAAL extending the loan, the 
fee is recognised at the moment the commitment term expires. If it is unlikely that a particular loan agreement will be concluded, the 
commitment fee is recognised pro rata during the commitment term.
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	� Interest income on monetary financial assets that have been subject to impairment and written down to the estimated recoverable amount 
or fair value is subsequently recognised on the basis of the interest rate used to determine the recoverable amount by discounting the 
future cash flows. 

	� Interest expenses from banking activities comprise the interest expenses arising from financial liabilities of the banking operations. 
Financial liabilities not classified as stated at fair value in the profit and loss account are recognised on the basis of the effective interest 
method.

4.1.2 	 Net premium income
	 Net premium income is divided into Regular Life, Single-premium Life and Non-life premiums.
	� Gross premium income, excluding tax and other charges, from life insurance contracts is recognised as revenue 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, with possible surplus profit being deferred and included in the result in a constant ratio to the current policy or, in 
the case of annuities, proportional to the amount of the benefits.

	� The premiums for non-life policies, usually insurance contracts with a maximum term of twelve months, are recognised as revenue during 
the term of the contract proportional to the amount of insurance coverage provided. The provision for unearned premiums represents a 
proportion of the unexpired risk periods. This provision for unearned premiums is determined separately for each insurance contract on 
the basis of a daily pro-rata method adjusted, where applicable, for differences in risk and the frequency of claims during the term of the 
insurance contract. Changes in the provision for unearned premiums are taken to the income statement such that the revenue is 
recognised during the risk period.

	� Reinsurance premium outflows are deducted from the premium income and recognised as an expense in accordance with the type of 
reinsurance cover received. A proportion of the reinsurance premium outflow is stated as a prepayment.

4.1.3	 Net commission and management fees
	� Commission includes income from securities transactions for clients, asset management, commission from the insurance operations and 

other related services offered by SNS REAAL. These are recognised in the reporting period in which the services are delivered. Commission 
related to transactions with financial instruments for own account are incorporated in the amortised cost of this instrument, unless the 
instrument is stated at fair value in the income statement, in which case the commission is taken to the valuation result.

4.1.4	 Investment income
	� The result on investments comprises:
	 §	� Interest
	 §	� Dividend
	 §	� Rent
	 §	� Increases and decreases in value

4.1.4.1	 Interest
	� The Interest item comprises the Group’s net interest income and interest income on investment on the basis of the effective interest 

method . The Group’s net interest income is the difference between the interest income realised by the Group and the Group’s interest 
expenses.

4.1.4.2	 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.

4.1.4.3	 Rent
	� Rent comprises the rental income from investment property. This rental income is recognised as income on a straight-line basis for the 

duration of the lease agreement. 

4.1.4.5	 Increases and decreases in value 
	� Increases and decreases in the value of investments in the category Fair value in the income statement and realised increases and 

decreases in the value of the investments in the other categories are accounted for under this item. Realised value increases concern the 
difference between the sale price and book value; unrealised value increases concern the difference between the fair value and the book 
value.

4.1.5 	 Investment income on behalf of policyholders
	� These investments are held on behalf of life insurance policyholders and are stated at fair value. Increases and decreases in the value of 

investments and book results on the sale of investments are taken to the income statement as result on investments on behalf of 
policyholders.
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4.1.6 	 Result on derivatives and other financial instruments
	� Derivatives are stated at fair value. Gains and losses from remeasurement to fair value are taken directly to the income statement as Result 

on derivatives and other 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 non-effective portion of any gains or losses is taken to Result on 
derivatives and other financial instruments.

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

4.2 	 Expenses

	� Expenses include the losses and charges arising from the ordinary business activities of SNS REAAL.
	� Expense is recognised in the profit and loss account on the basis of a direct relationship between the costs incurred and the corresponding 

income. If future economic benefits are expected to be spread across different reporting periods, expenses are recognised in the income 
statement using a systematic method of allocation. Cost items are immediately taken to the income statement if they do not generate any 
future economic benefits.

4.2.1 	 Technical expenses on insurance contracts
	� This item comprises the net movements in the technical provision. See notes under Technical insurance provisions in section 3. In addition, 

benefit payments to policyholders, reinsurance premiums, claims and claim handling costs are recognised under this item.

4.2.2	 Technical expenses on insurance contracts on behalf of policyholders 
	� This item includes movements in the unit-linked provisions. See subsection on unit-linked contracts in the notes to Technical insurance 

provision in section 3. In addition, payments to policyholders are recognised under this item.

4.2.3 	 Acquisition costs for insurance activities
	� These costs comprise the direct and indirect costs involved in acquiring an insurance contract, including acquisition commission, the costs 

of a medical check-up and administrative costs for including the items in the portfolio. The direct acquisition costs and part of the indirect 
acquisition costs are capitalised and amortised actuarially as and when the allowances due are actually earned.

4.2.4	 Value adjustments on financial instruments and other assets 
	� Value adjustments concern the permanent loss of value on assets to below their book value. Goodwill and other intangible assets, tangible 

fixed assets, investments in associated subsidiaries, investments, receivables and other assets may be subject to impairment. As soon as 
impairment is identified, it is recognised in the income statement. The specific principles for impairment are explained in more detail in 
section 3 under the applicable items.

4.2.5	 Staff costs
	� These costs concern all the costs related to staffing, including salaries, social security charges, pension charges and discounts extended to 

members of staff.

4.2.6	 Depreciation of tangible fixed assets and amortisation of intangible assets 
	� This item comprises all depreciation and amortisation of tangible and intangible fixed assets. The specific principles for depreciation and 

amortisation are explained in more detail in section 3 under the applicable items.

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

4.2.8	 Other interest expenses
	� Other interest expenses comprise the interest expenses of the insurance operations arising from financial obligations. The interest 

expenses are incorporated in the income statement in accordance with the effect interest method.

5 	 Off-balance sheet commitments

	� Contingent liabilities are liabilities not stated on the balance sheet because the existence is contingent on one or more uncertain events 
that may or may not occur in the future without SNS REAAL having decisive influence on it. It is not possible to make a reliable estimate of 
the liability.

	� The maximum potential credit risk arising from these contingent liabilities of SNS REAAL is stated in the notes. In determining the 
maximum potential credit risk, it is assumed that all the counterparties would default their contractual obligations and that all the existing 
sureties would be worthless. 
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Information by segment

SNS REAAL is a retail banking and insurance provider offering banking, investment and insurance products to the private and small and medium-
sized business market in the Netherlands. It serves its private and business clients primarily through its main brands of SNS Bank and REAAL 
Verzekeringen and through various distribution channels. 										        
		
The activities of SNS REAAL are organised in four primary business segments:								      
												          
1  SNS Bank												          

This business segment offers banking products in the field of mortgages and wealth creation and protection for both the private and the business 
market. In addition to SNS Bank, this segment also comprises ASN Bank, BLG Hypotheken, CVB Bank, SNS Securities and SNS Asset Management. 
At secondary level, the SNS Bank business segment is organisationally split between Retail and Commercial; 
												          
2  REAAL Verzekeringen Life												         
This business segment offers life and pension insurance policies to the private and business market. The REAAL Verzekeringen Leven segment 
invludes the REAAL Leven, Proteq Leven and Nieuwe Hollandse Lloyd Leven divisions;								      
															             
3  REAAL Verzekeringen Non-life												          

This business segment offers non-life insurance policies with respect to property, mobility, injury, invalidity and occupational disability. The REAAL 
Verzekeringen Schade segment invludes the REAAL Schade, Proteq Schade and Nieuwe Hollandse Lloyd Schade divisions;				  
								      
4  Group activities												          

The group activities include the business units that are managed directly from within the Group and whose income and expenses are not 
attributed to the other business segments. The Group activities segment also includes SNS REAAL Invest.						    
						    
Allocation of group costs												            	
										        
A number of corporate staff departments are shared. The costs of the corporate staff are charged on the basis of the service provided or 
proportionally allocated to the group’s subsidiaries. The costs of the Group Executive Board and certain holding company costs are not allocated 
to group subsidiaries.
									       
Technical account REAAL Insurance											         
	 											         
All investment results in the technical account of REAAL Verzekeringen are allocated to own account, insofar as not on behalf of policyholders. 
Investment charges concerning the interest charges on granted intercompany loans.								      
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Balance sheet

In € millions SNS Bank REAAL Verzekeringen Group 
activities

Consolidation 
adjustments

Total

Life Non-life

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Assets
Goodwill and other intangible 
assets 12  12  547  357  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑ ‑‑  559  369 

Tangible fixed assets  153  164  73  67  3  ‑‑  ‑‑  ‑‑  73  69  302  300 

Associated companies  2  5  77  ‑‑  ‑‑  ‑‑  50  49  (3)  (3)  126  51 

Subsidiaries  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  2,662  2,148  (2,662)  (2,148)  ‑‑  ‑‑

Investment property  1  2  201  192  ‑‑  ‑‑  ‑‑  ‑‑  (73)  (69)  129  125 

Investments  1,641  1,703  7,113  6,428  743  451  117  ‑‑  (403)  (349)  9,211  8,233 

Investments for insurance pro-
ducts on behalf of policyholders  ‑‑  ‑‑  3,426  2,798  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  3,426  2,798 

Derivatives  915  70  237  41  ‑‑  ‑‑  22  (8)  ‑‑  ‑‑  1,174  103 

Deferred tax receivables  85  32  26  70  4  ‑‑  17  65  ‑‑  ‑‑  132  167 

Reinsurance contracts  ‑‑  ‑‑  196  197  169  72  ‑‑  ‑‑  ‑‑  ‑‑  365  269 

Mortgage loans to customers  42,558  38,937  986  987  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  43,544  39,924 

Other loans and advances to 
customers  2,667  2,708  ‑‑  ‑‑  ‑‑  ‑‑  628  635 (696)  (716)  2,599  2,627 

Loans and advances to credit 
institutions  4,118  2,478  995  1,091  ‑‑  ‑‑  ‑‑  9  (164)  (157)  4,949  3,421 

Other tax receivables  52  8  39  29  ‑‑  ‑‑  101  1  ‑‑  ‑‑  192  38 

Other assets  297  294  8  75  29  98  13  58  (43)  (52)  304  473 

Cash and cash equivalents  597  829  564  295  20  16  301  251  (406)  (317)  1,076  1,074 
             

Total assets  53,098  47,242  14,488  12,627  968  637  3,911  3,208  (4,377)  (3,742)  68,088  59,972

Liabilities and equity
Shareholders’ equity 1,440  1,313  1,010  690  180  116  2,560  1,909  (2,662)  (2,148)  2,528  1,880 

Third-party interests  ‑‑  ‑‑  3  3  ‑‑  ‑‑  ‑‑  ‑‑  (3)  (3)  ‑‑  ‑‑
            

Group equity 1,440  1,313  1,013  693  180  116  2,560  1,909  (2,665)  (2,151)  2,528  1,880

Participation certificates and 
subordinated debts 1,150  1,167 123  128  4  4  419  227 (80)  (83)  1,616  1,443 

Debt certificates  25,465  23,198  ‑‑  ‑‑  ‑‑  ‑‑  189  266  ‑‑  ‑‑  25,654  23,464 

Technical provisions, insurance 
operations  ‑‑  ‑‑  11,953  10,840  741  490  ‑‑  ‑‑  (36)  ‑‑  12,658  11,330 

Provision for employee benefits  ‑‑  ‑‑  4  3  8  ‑‑  28  184  36  ‑‑  76  187 

Other provisions  23  29  6  16  ‑‑  ‑‑  15  5  ‑‑  ‑‑  44  50 

Derivatives  939  28  33  14  ‑‑  ‑‑  4  ‑‑  ‑‑  ‑‑  976  42 

Deferred tax liabilities  119  3  192  79  7  ‑‑  6  ‑‑  ‑‑  ‑‑  324  82 

Savings  12,333  10,973  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  12,333  10,973 

Other amounts due to customers  7,494  6,927  353  327  16  3  527  480  (1,312)  (1,391)  7,078  6,346 

Amounts due to credit institutions  3,103  2,295  417  129  8  ‑‑  108  77  (217)  (59)  3,419  2,442 

Other tax liabilities  ‑‑  ‑‑  8  22  4  ‑‑  12 (3)  (1)  ‑‑  23  19 

Other liabilities  1,032  1,309  386  376  ‑‑  24  43  63 (102) (58)  1,359  1,714 
             

Total liabilities and equity  53,098  47,242  14,488  12,627  968  637  3,911  3,208  (4,377)  (3,742)  68,088  59,972
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Income statement

In € millions SNS Bank REAAL Verzekeringen Group 
activities

Consolidation 
adjustments

Total

Life Non-life

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Income
Interest income, banking 
operations 595  571  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  27  22  622  593 

Net premium income  ‑‑  ‑‑  1,422  1,354  323  296  ‑‑  ‑‑  ‑‑  ‑‑  1,745  1,650 

Net commission and 
management fees  114  109  35  26  8  5  ‑‑  ‑‑  (28)  (25)  129  115 

Result on investments  26  21  516  589  29  29  34  71  (56)  (70)  549  640 

Result on investments for 
insurance products on behalf of 
policyholders ‑‑  ‑‑  394  126  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  394  126 

Result on derivatives and other 
financial instruments  33  (7)  (2)  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  31 (7)

Other operating income  (4)  2  2  8  3  2  ‑‑  2  ‑‑  (1)  1  13 
             

Total income  764  696  2,367  2,103  363  332  34  73  (57)  (74)  3,471  3,130

Expenses
Technical expenses on insurance 
contracts ‑‑  ‑‑  1,148  1,250  165  156  ‑‑  ‑‑  ‑‑  ‑‑  1,313  1,406 

Expenses concerning insurance 
contracts on behalf of 
policyholders  ‑‑  ‑‑  782  431  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  782  431 

Acquisition costs for insurance 
operations  ‑‑  ‑‑  103  66  85  74  ‑‑  ‑‑ (21)  (18)  167  122 

Value adjustments on financial 
instruments and other assets  50  59  7  9  ‑‑  ‑‑  3  3  ‑‑  ‑‑  60  71 

Staff costs  258  251  83  114  44  37  58  49  ‑‑  ‑‑  443  451 

Depreciation of tangible fixed 
assets and amortisation of 
intangible assets    27  28  11  14  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  38  42 

Other operating expenses  172  160  42  44  27  16  (40)  (2)  ‑‑  ‑‑  201  218 

Other interest charges  ‑‑  ‑‑  40  55  1  ‑‑  49  76  (30)  (56)  60  75 
             

Total expenses  507  498  2,216  1,983  322  283  70  126  (51)  (74)  3,064  2,816

Share in the result of associates 
and subsidiaries 1 (3)  2  ‑‑  ‑‑  ‑‑  346  326  (340)  (279)  9  44 

            
Operating profit before taxation  258  195  153  120  41  49  310  273  (346)  (279)  416  358 

Taxes  54  44  40  26  14  15  (13)  (15)  (2)  ‑‑  93  70 
             

Net profit  204  151  113  94  27  34  323  288  (344)  (279)  323  288

Additional information per segment

In € millions SNS Bank REAAL Verzekeringen Group 
activities

Consolidation 
adjustments

Total

Life Non-life

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Cash flow from operating activities (2,252) (2,925)  938  22  261  29  (47)  393  (197)  (335) (1,297) (2,816)

Cash flow from investment activities  207  458  (666)  194  (248)  17  4  297  25  (137)  (678)  829 

Cash flow from financing activities  1,813  2,842 (3)  (50) (8)  (47)  93  (639)  82  155  1,977  2,261
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Secundary segmentation of SNS Bank

In € millions Retail Commercial Total

2005 2004 2005 2004 2005 2004

Assets 49,151  43,035  3,947  4,207  53,098  47,242 

Income  676  616  88  80  764  696 

Interest income  561  534  34  37  595  571

Income statement for REAAL Verzekeringen

In € millions Life Non-life

2005 2004 2005 2004

Technical account
Premiums, net of reinsurance:
- Gross premium income 1,443  1,372  346  317 

- Outward reinsurance premiums  21  18  23  21 
    

1,422  1,354  323  296

Change in technical provision for unearned premiums and 
current risks:
- Gross (10)  2 

- Reinsurers’ share (4)  ‑‑
  

6  (2)

Investment income:
- Investments for own account 516  589  29  29 

- Investments on behalf of policyholders  394  126  ‑‑
    

910  715 29  29

Payments / claims: 
- Gross 1,152  1,658  207  187 

- Reinsurers’ share  18  15  26  14
    

(1,134) (1,643)  (181) (173)

Changes in provision:
- Gross 719  (27)  19  22 

- Reinsurers’ share  2  2  9 (1)
    

(717)  25  10  21 

Profit-sharing and rebates  (79)  (63)  ‑‑  (2)

Operating expenses  (210)  (213)  (147) (120)

Investment costs  (40)  (55)  (1)  ‑‑
         

Result technical account  152  120  39  49
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In € millions Non-life

2005 2004

Non-technical account
Technical result, Life 152  120

Technical result, Non-life  39  49
     

Total technical result  191  169

Other income  5  11

Other expenses  (2)  (2)

Value adjustments to loans and advances  ‑‑ (9)
    

Operating profit before taxation  194  169 

Taxes 54  41 
     

Net profit  140  128

Analysis of life insurance premiums

In € millions 2005 2004

Regular premium policies
Individual 796 713

Collective 63 66
  

859 779

Single premium policies
Individual 542 544

Collective 42 49
  

584 593

   
Total premium income, life insurance 1,443 1,372
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Analysis of non-life insurance technical result

In € millions Total Fire Accident and health Motor vehicles Other sectors

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Earned gross premiums 356  315  101  90  22  16  166  162  67  47 

Gross claims  187  165  47  35  2  5  98  101  40  24 
          

 169  150  54  55  20  11  68  61  27  23

Reinsurance balance (11)  (8) (4) (4) (8) (3)  1  ‑‑  ‑‑ (1)
          

158  142  50  51  12  8  69  61  27  22

Operating expenses and 
profit-sharing (148)  (122)  (45)  (39)  (5) (5)  (68) (62)  (30) (16)

           
Operating result 10  20  5  12  7  3  1 (1) (3)  6

Investment income 29  29  3  3  6  4  12  14  8  8
           

Technical result 39  49  8  15  13  7  13  13  5  14
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Risk management SNS REAAL
												          
1  Risk profile

SNS REAAL strives towards maintaining its moderate risk profile with a healthy balance between risk and return. The risk profile depends on the 
following factors:							    
§	The focus on retail and retail-plus clients
§	The focus on three core product groups
§	The diversification within the portfolios
§	The focus on the Netherlands
§	The prudential reinsurance policy
§	The bancassurance model
§	The diversification within the distribution channels
§	The limited risk with respect to the pension commitments						    

SNS REAAL believes that focusing on the consumer and small business market carries a lower risk than providing bancassurance services to large 
companies. Furthermore, SNS Bank’s assets consist primarily of private mortgages, which have traditionally been known for their low credit losses 
in the Netherlands. The focus on a limited number of core product groups – mortgages, wealth creation and insurance – combined with the focus 
on a limited number of client groups and product standardisation has made business less risky than if we were to offer a more extensive range of 
products. Plus, our chief operations are relatively diversified thanks to the large number of limited exposures.					   
		
On top of this, the Netherlands has a well-developed economy with reasonably predictable and stable growth. SNS REAAL’s management’s long-
standing focus on the Netherlands is therefore a positive factor. REAAL Verzekeringen’s reinsurance policy restricts the losses from calamities to 
levels which fit in with SNS REAAL’s moderate risk profile. Furthermore, interest rate fluctuations often have an opposite effect on the value 
development of the banking and insurance operations. The bancassurance model therefore provides a natural hedge against interest rate risks to a 
certain extent.	
						    
A lot is changing with respect to the distribution of financial services. New competitors are entering the retail market, both horizontal and vertical 
integration are taking place in the distribution field and business models are being modified. SNS REAAL is, however, hardly affected by this 
because it has a wide range of distribution channels and strategies. Furthermore, one of the strong points of the company is that it can capitalise 
rapidly on changes in the world around it.
							     
Finally, SNS REAAL believes that the company’s risk profile has benefited from making the SNS REAAL Pensioenfonds independent in 2005.		
								      

2  Risk management Bank							     
							     
2.1  Credit risk	 	 	 	 	 	 	
							     
Credit risk is the risk of a debtor defaulting in whole or in part, or of its position deteriorating such that it has a negative impact on the company’s 
results or net assets.						    
							     
Credit risk profile of SNS Bank							     
SNS Bank recognises various types of credit risk. Of these, private mortgages (with an 85% share in terms of exposure) are by far the most 
important. In view of the good cover and low risks of default on these loans, the risk profile of the total credit portfolio of SNS Bank can be seen as 
very low.

Breakdown of SNS Bank’s loan portfolio (gross amounts)

In € millions 31 December 2005 31 December 2004

Mortgage loans, SNS Bank 42,601 38,983

Commercial loans portfolio 2,176 2,188

Consumer credit 615 618

Bank counterparties (including derivatives) 5,033 2,548

Other assets (no lending operations) 2,673 2,906
   

Total 53,098 47,243
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Credit management, SNS Bank retail credit portfolio							     
Consumer loans consisting of mortgage loans or consumer credit are accepted by the relevant authorised officers on the basis of an extensive 
system of acceptance standards and policy rules. The acceptance score models, partly developed within the Basel II framework, play a supporting 
role.						    
							     
Credit management for established clients takes place at client level by actively monitoring and following up on delays in payment. A Portfolio 
Management Process is used for the effective management of credit risks at portfolio level and to prevent concentration risks. There are three 
parts to this process: definition of a target portfolio (for mortgages), monthly portfolio monitoring (including reporting) and portfolio adjustment.
The instruments for adjusting the portfolio consist of pricing policy, acceptance and management policy, special offers (marketing) and product 
development.							    
							     
Decisions on these adjustments are taken in the Price Risk Committee. The Committee manages the portfolio on the basis of a number of risk 
indicators, such as the ‘infection rate’ (the number of debtors or the lending volume in Special Management as a percentage of the total portfolio) 
and the ‘Loan to Foreclosure Value’ (illustrates the ‘advance financing’ by taking the total exposure as a percentage of the forced-sale value of the 
collateral).						    
					   
The mortgage loans can be specified according to nature and security as follows:
	

In € millions 2005 2004

Residential property in the Netherlands
- Mortgages B 75% of value under foreclosure 21,990  21,422 

- Mortgages > 75% of value under foreclosure  4,395  4,242 

- Mortgages with Nationale Hypotheekgarantie  6,518  5,835 

Securitised mortgages  7,585  5,517 

Residential property outside the Netherlands  204  217 

Other property in the Netherlands  1,909  1,750
   

Total 42,601  38,983

						    
Credit management, SNS Bank commercial credit portfolio							     
Credit control at client level is implemented using the Credit Risk Management Information System, which uses a number of risk indicators each 
day to detect potential problems at an early stage. Risks are tracked at portfolio level on a quarterly basis using extensive reports on movements in 
the business credit portfolio. Besides the infection rate, the spread across the various industries is monitored in this report and adjusted where 
necessary.
											         
The commercial portfolio is well spread across the various lines of business. ‘Property lease and trade’, which is good for one third of the portfolio, 
largely concerns the mortgage-backed financing of commercial real estate. 
					   
The commercial loans can be specified according to nature of the sector as follows:
	

In € millions 2005 2004

Public sector 468  313 

Agriculture and horticulture, forestry and fishery  20  15 

Industry  80  204 

Service sector companies  1,124  1,367 

Financial institutions  471  224 

Other (mainly business-private)  628  683
   

Total 2,791  2,806

Credit management, SNS Bank banking counterparties							     
SNS Financial Markets conducts money and capital market transactions with various bank counterparties as part of its treasury and funding 
activities. This largely concerns short-term loans and derivative transactions to hedge against interest rate and exchange rate risks.
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Credit risk of SNS Bank							     
The table below gives an indication of the credit risk of SNS Bank, based on the weighting percentages used in regular reporting to the DNB (Dutch 
central bank). Generally, these percentages are 0% for claims against or guaranteed by OECD governments, 20% for claims against or guaranteed 
by OECD banks, 50% for loans entirely and fully covered by mortgages and 100% for the other counterparties.	
	

In € millions Notional amount Risk-weighted 
amount

Liquid assets 462  ‑‑

Banks  4,253  459 

Loans and advances  45,225 18,521

Financial assets held for trade 1  295  ‑‑

Investments available for sale  1,489  86 

Other financial assets 1  771  ‑‑

Associated companies  2  2 

Intangible assets  12  9 

Tangible fixed assets  154  154 

Tax receivables  138  138 

Other assets  29  29 

Accrued assets  268  173
  

Subtotal of balance sheet items 53,098 19,571

Derivatives contract 1 ‑‑  379 

Off-balance products 2 ‑‑  37 

Solvency requirements for market risks ‑‑  188 
   

 Total 53,098 20,175

1)	� The assets include derivatives contracts of € 771 million for hedging and € 144 million in other derivates. Of these, the risk-weighted assets amount to € 379 million.
2)	Concerns irrevocable facilities and credit replacement guarantees of € 2,452 million. Of these, the risk-weighted assets amount to € 37 million.			 
		
		

SNS Bank special management							     
The timely engagement of the Special Management department is a vital part of the risk policy for retail and commercial clients. Should it emerge 
that a borrower is not able to fulfil their obligations to the bank, or if a borrower’s financial position has deteriorated to the extent that they will be 
unable to fulfil their obligations in the near future, the borrower is passed to the Special Management department. Depending on the seriousness 
of the problem, this department, which is part of the Credit Risk Management, will implement measures to minimise the risk for the bank. Each 
quarter, the department also determines the level for the necessary provision and makes a recommendation to SNS Bank’s Credit Committee to 
this extent.
							     
2.2  Market risk	 	 	 	 	 	 	
							     
Market risk is the risk of market prices changing such that they have negative consequences for SNS Bank’s results and net assets. Market prices 
include interest rates, the price of equities and exchange rates.							     
							     
Fluctuations in the financial markets – interest rates, the price of equities and bonds, real estate prices, exchange rates – have an impact on 
SNS Bank’s results and net assets. 							     
							     
Interest rate risk features prominently in SNS Bank’s moderate risk profile. Interest rate risk is caused by differences in the interest rate sensitivity 
of the assets and liabilities on SNS Bank’s balance sheet. For instance, assets on the bank balance generally have a longer duration than liabilities. 
Given this balance sheet structure, SNS Bank usually benefits from a decrease in interest rates. The duration of the shareholders’ equity during 
2005 fluctuated between 4 and 8. Because of the limited size of the portfolio, the market risk for SNS Bank’s trading portfolio is low.

Market risk – SNS Bank’s bank book							     
The interest rate risk in the bank’s portfolio is measured, monitored and managed using duration, Value at Risk, Earnings at Risk and gapping 
analyses. These are used to make a comparative assessment between the risk and expected return on the interest rate position.			 
							     
The duration of shareholders’ equity is the primary indicator for interest rate risk. The bandwidth of this measure is between 3 and 8. This 
bandwidth is set each year. Risk/return factors and the short term and medium term forecast on interest rate trends are used for steering purposes 
within the bandwidth.							     
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Value at Risk during 2005 did not exceed 12.5% of the fair market value of shareholders’ equity. Earnings at Risk during 2005 did not exceed 8.7% of 
the budgeted gross interest income on a yearly basis. No additional measures were necessary during 2005 to adjust the position on the basis of 
Value at Risk and Earnings at Risk.							     
							     
Proposal risk is the risk of the bank having to offer a lower interest rate if the interest rate drops between the moment of offering and furnishing. 
This risk is managed separately. Each month, the costs and the risk are used to decide whether or not to apply a hedge. In 2005, it was repeatedly 
decided not to hedge the proposal risk. 							     
							     
All of SNS Bank’s foreign exchange positions are measured monthly and hedged on a structural basis. 						    
	
VaR and EaR are both determined using a scenario analysis. Changes in the fair market value of shareholders’s equity and changes in net interest 
income are determined for 10,000 scenarios for the underlying risk factors. With 99% reliability, VaR and EaR are equal to the 1% worst outcome of 
changes in the fair market value of shareholders’ equity and changes in the net interest income, respectively.					   
																		                
Market risk – SNS Bank’s trading portfolio							     
Because of its small trading portfolio, SNS Bank runs only a limited market risk with it; this risk is calculated each day and managed via a system of 
limits.							     
							     
Interest typical maturity calendar of SNS Bank							     
Aside from equity duration, Value at Risk and Earnings at Risk, use can also be made of the net (assets less liabilities) nominal amounts due per 
interest rate period in a gap profile. The table below illustrates the interest typical maturity calendar of SNS Bank on the basis of the contractual 
maturity.
	

In € millions B 1 month > 1 month 
B 3 months

> 3 months
B 1 year

> 1 year
B 5 years

> 5 years Total

31 December 2005
Assets
Cash and cash equivalents 597  ‑‑  ‑‑  ‑‑  ‑‑  597 

Loans and advances to credit institutions  3,199  828  92  ‑‑  ‑‑  4,118

Loans and advances to customers  12,626  1,942  8,168  12,908  9,747 45,392

Derivatives  182  278  138  203  114  915 

Interest-bearing securities  48  1  185  697  661  1,592 

Non-interest-bearing assets  484  ‑‑  ‑‑  ‑‑  ‑‑  484
      

17,136  3,049  8,583  13,808  10,522  53,098

Liabilities and equity
Amounts due to credit institutions 2,253  650  200  ‑‑  ‑‑  3,103 

Amounts due to customers  4,747  2,558  5,100  4,720  2,702  19,827 

Derivatives  136  332  146  164  161  939 

Debt certificates  2,035  7,461  3,285  7,591  5,093  25,465 

Participation certificates and subordinated debts  ‑‑  290  5  8  847  1,150 

Shareholders’ equity  1,440  ‑‑  ‑‑  ‑‑  ‑‑  1,440 

Non-interest-bearing liabilities  1,174  ‑‑  ‑‑  ‑‑  ‑‑  1,174
      

11,785  11,291  8,736  12,483  8,803  53,098

       
Interest sensitivity gap (assets - liabilities) 5,351 (8,242)  (153)  1,325  1,719  ‑‑
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In € millions B 1 month > 1 month 
B 3 months

> 3 months
B 1 year

> 1 year
B 5 years

> 5 years Total

31 December 2004
Assets
Cash and cash equivalents 829  ‑‑  ‑‑ ‑‑ ‑‑  829 

Loans and advances to credit institutions  1,655  611  212  ‑‑  ‑‑  2,478 

Loans and advances to customers  11,525  1,806  7,825  13,513  7,120  41,789 

Derivatives  14  19  10  15  12  70 

Interest-bearing securities  31  4  27  1,139  404  1,605 

Non-interest-bearing assets  472 ‑‑ ‑‑ ‑‑ ‑‑ 471
      

14,526  2,440  8,074  14,667  7,536 47,242

Liabilities and equity
Amounts due to credit institutions 1,425  541  330 2,295

Amounts due to customers  4,349  2,164  4,529  4,706  2,152  17,900 

Derivatives  4  9  5  6  4  28 

Debt certificates  2,626  5,953  2,935  6,052  5,632  23,198 

Participation certificates and subordinated debts  50  240  5  8  864  1,167 

Shareholders’ equity  1,313 ‑‑ ‑‑ ‑‑ ‑‑  1,313 

Non-interest-bearing liabilities  1,341 ‑‑ ‑‑ ‑‑ ‑‑  1,341
      

11,108  8,907  7,804  10,772  8,652 47,242

       
Interest sensitivity gap (assets - liabilities) 3,418 (6,467)  270  3,895  (1,116)  ‑‑

Effective interest SNS Bank
The table below gives an indication of the average effective interest rate percentages of SNS Bank with respect to monetary financial instruments 
not stated at fair value through the profit and loss account.						    

In percentage terms 31 December 2005 31 December 2004

Assets
Investments held for sale 4.0% 5.3%

Mortgage loans 4.2% 5.2%

Consumer loans 9.2% 9.1%

Commercial loans 7.5% 6.7%

Loans and advances to credit institutions 1.5% 1.6%

Liabilities and equity
Savings 3.1% 3.3%

Other amounts due to customers 3.5% 3.4%

Amounts due to credit institutions 1.5% 1.4%

Debt certificates 3.1% 3.9%

Participation certificates and subordinated debts 5.0% 5.2%
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The table below gives an indication of the foreign currency position of SNS Bank.								      

In € millions Balance sheet debit Balance sheet credit Net Derivatives

US dollar 247  1,589 (1,342)  1,338 

Japanese yen  74  140 (66)  66 

Pound sterling  553  493  60  (60)

Swiss franc  32  ‑‑  32 (32)

Canadian dollar  5  65 (60)  65 

Australian dollar  ‑‑  784 (784)  784 

Other  450  742 (292)  292
     

Total 1,361  3,813  (2,452)  2,453

The terms of the hedged position and the derivatives in the context of foreign currency are the same.	

2.3  Liquidity risk	 	 	 	 	 	 	
							     
Liquidity risk is the risk that funding and cash and cash equivalents are completely or partly unavailable such that the company cannot meet its 
financial obligations in the short term. 							     
							     
SNS Bank pays ample attention to the management of liquidity risk so that the group has sufficient reserves at its disposal and always remains able 
to meet its financial obligations. 							     
							     
The liquidity management is such that the effects of banking-specific stress factors – such as tension in the money and capital markets – can be 
absorbed.							     
							     
SNS Bank is the largest borrower within SNS REAAL. The bank has a broad investor base, an extensive range of financing instruments and 
unhindered access to the international money and capital markets. Maturity of the financing was extended in 2005, as a result of which the 
maturity of the assets and liabilities are better geared to each other. In this context, the organisation benefited from the historically low credit 
spreads.
							     
The liquidity risk policy of SNS Bank has four elements:
1	 Liquidity management assuming a going concern basis
2	 Diversification in the funding portfolio
3	 Liquidity of assets
4	 Planning for unforeseen events

In the first place, SNS Bank’s liquidity risk management is founded on the composition of its funding portfolio as a going concern. The daily cash 
management activities of the central treasury are in line with the operational requirements of SNS Bank and take place in accordance with the 
supervisory guidelines in this field. 							     
In the second place, SNS Bank strives towards diversification of the funding portfolio with respect to maturity, instrument, currency and type of 
investor. 							     
In the third place, SNS Bank has a broad portfolio of quickly convertible assets, such as government bonds. Furthermore, SNS Bank is able to 
securitise or sell a major part of the mortgage portfolio within a year.							     
In the fourth place, SNS Bank performs a stress test across the bank each six months in which the contingency planning, or rather the planning for 
unforeseen events, plays an important role. The tests cover various risks with the emphasis on liquidity risk. The plan based on the results contains 
scenarios with alternatives for refinancing should sudden changes take place in the business activities or on the international financial markets.		
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Management of the liquidity risk
The liquidity risks are also managed on the basis of the net (assets less liabilities) nominal amounts due per interest rate period in a gap profile. 
The table below represents the gap profile of SNS Bank at the end of December 2004 and 2005.
	

In € millions B 1 month > 1 month 
B 3 months

> 3 months
B 1 year

> 1 year
B 5 years

> 5 years Total

31 December 2005
Assets
Loans and advances to credit institutions 3,663  338  88  22  7 4,118

Mortgage loans to customers ‑‑  1,109  29  344  41,119  42,601 

Other loans and advances to customers  1,347  46  171  522  705  2,791 

Derivatives  11  32  126  370  376  915 

Interest-bearing securities  127  7  22  684  752  1,592 

Non-interest-bearing assets 1,081 ‑‑ ‑‑ ‑‑ ‑‑ 1,081
      

6,229  1,532  436  1,942  42,959  53,098

Liabilities and equity
Amounts due to credit institutions 462  252  205  662  1,522  3,103 

Savings  10,894  80  140  432  787  12,333 

Other amounts due to customers  6,280  94  93  367  660  7,494 

Derivatives  79  24  73  444  319  939 

Debt certificates  ‑‑  8,964  1,697  10,524  4,280  25,465 

Participation certificates and subordinated debts  ‑‑  ‑‑  ‑‑  137  1,013  1,150 

Shareholders’ equity  1,440 ‑‑ ‑‑ ‑‑ ‑‑  1,440 

Non-interest-bearing liabilities  1,174  ‑‑  ‑‑  ‑‑  ‑‑  1,174
      

20,329  9,414  2,208  12,566  8,581  53,098 
       

Net liquidity gap  (14,100)  (7,882)  (1,772)  (10,624)  34,378  ‑‑

31 December 2004
Assets
Loans and advances to credit institutions 1,938  273  229  30  8  2,478 

Mortgage loans to customers  ‑‑  774  28  340  37,841  38,983 

Other loans and advances to customers  1,446  68  189  516  587  2,806 

Derivatives  70  ‑‑  ‑‑  ‑‑  ‑‑  70 

Interest-bearing securities  ‑‑  74  4  546  981  1,605 

Non-interest-bearing assets 1,300  ‑‑  ‑‑  ‑‑  ‑‑ 1,300
      

4,754  1,189  450  1,432  39,417 47,242

Liabilities and equity
Amounts due to credit institutions 137  384  271  809  694 2,295

Savings 9,180  155  243  550  845 10,973

Other amounts due to customers 3,752  291  174  329  2,381 6,927

Derivatives  28  ‑‑  ‑‑  ‑‑  ‑‑  28 

Debt certificates  ‑‑  7,525  1,249  9,559  4,865  23,198 

Participation certificates and subordinated debts  ‑‑ ‑‑  ‑‑  144  1,023  1,167 

Shareholders’ equity  1,313 ‑‑ ‑‑ ‑‑ ‑‑  1,313 

Non-interest-bearing liabilities  1,341 ‑‑  ‑‑  ‑‑  ‑‑  1,341
      

15,751  8,355  1,937  11,391  9,808 47,242
       

Net liquidity gap  (10,997)  (7,166)  (1,487)  (9,959)  29,609  ‑‑
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3  Risk management for insurance operations							     
							     
3.1  Insurance risk	 	 	 	 	 	
							     
The insurance risk is the risk of the volume and timing of cash outflows in connection with material risks such as mortality, invalidity, non-life 
claims or insurance behaviour falling short of expectations. 

REAAL Verzekeringen’s portfolio has a low risk profile. The portfolio is well spread for life insurance and non-life insurance alike with the focus on 
the retail and business markets in the Netherlands.

Risk policy							     
REAAL Verzekeringen limits its interest risk with a system of strict procedures and criteria for product development, acceptance and provisioning. 
If accepted, unsuitable risks or risks which exceed preset limits are reinsured.
A panel consisting of management representatives and the Management Accounting and Actuarial departments regularly monitor the portfolio’s 
development. This includes analysing the development of premiums and loss ratios per sector.

Principles for determining the insurance risk							     
The provision for life risks is based on principles used to calculate the premiums, taking account of market-specific assumptions in the 
Netherlands and the cost level of the insurance operations. If the premium calculation principles are not sufficient, a surcharge is added to the 
relevant provisions.						    
							     
3.1.1  Life insurance risk	 	 	 	 	 	 	
							     
Composition of life insurance portfolio
REAAL Verzekeringen’s life insurance portfolio contains individual and collective insurance policies, both of which are sold as policies with cash 
benefits (traditional policies) and with payment in units (investment or unit-linked insurance policies). REAAL Verzekeringen’s focus within its 
individual life insurance portfolio is on unit-linked policies, mortgage-related endowment policies and the pension and annuity insurance policies 
with a regular endowment.

Co-insurance
REAAL Levensverzekeringen has concluded a number of contracts in co-insurance with one or more insurance companies. In general, the risk 
estimates are based on information provided by the administrating company. An extra risk is run because the co-insurers are each jointly and 
severally liable for the total commitments. If a co-insurer withdraws, the commitments are transferred to the remaining co-insurers. 

Investment risk and interest rate guarantees
With traditional policies, the insurer bears the investment risk of how much the contract will pay out. In the case of benefits, REAAL Verzekeringen 
pays the policyholder a predetermined amount in euros. This contrasts with unit-linked contracts, where the insurer does not run a risk on the 
amount paid out. After all, this insured amount is unit-linked and depends on the value of the funds in which the units have been invested. 
The policyholder pays a regular or single premium for both kinds of policies.
						    
Interest rate guarantees have been issued for a number of investment-linked insurance policies. A guaranteed return on the maturity date applies 
to the individual investment-linked insurance policies with guarantee. In the intervening period, the technical provision is at least equal to the 
investment increased by the guarantee rate, after deduction of the withdrawals for costs and risk premiums. 
In the case of collective separated accounts, the contracting party bears the investment risk in principle. On the closing date of the contract, 
however, there should at least be a provision for accrued rights on the basis of the contract principles. To compensate for investment losses (up to 
a certain amount), an equalisation provision was formed from premium surcharges for a number of contracts. 
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In € millions Premium 1 Insured capital Insured 
Interest

Provision for 
insurance 

commitments

Risk capital

REAAL Levensverzekeringen portfolio
Individual policies in money 418  32,413  287 7,376  26,796 

Endowment mortgage  213  11,151  7  2,225  8,961 

Annuity  6  ‑‑  250  1,506  239 

Risk  64  13,794  14  187  13,606 

Traditional savings  92  5,018  16 2,637  2,269 

Funeral insurance  43  2,448  0  821  1,722 

Individual policies in investment units  464  18,684  8 2,935  20,011 

Group policies in money  47  486  362  1,203  2,877 

Group contracts in investment units  22  19  228 526  1,128 

Reinsurance risk  (4)  ‑‑  ‑‑  ‑‑  (1,344)

Proportional reinsurance (14)  (635)  (3)  (196)  (681)
      

Total  933  50,967  882 11,844  48,787

1) Balance of premiums plus 10% of the single premiums (extrapolated on an annual basis).

Insurance technical risks for the life insurance portfolio
A life insurance policy entitles the policyholder to death benefits and/or an endowment.

The most significant risk of life insurance policies is the mortality risk. The mortality risk indicates the death benefit risk of the policyholder 
passing away (short-life risk). In the case of an endowment, the mortality risk for REAAL Verzekeringen is that the policyholder might pass away 
later than expected (long life risk).

Other insurance technical risks for the life insurance portfolio are risks associated with the insurance behaviour of policyholders, such as lapse and 
early surrender (termination of the policy before the maturity date), conversion into a paid-up policy (the policyholder terminates the periodic 
premium payment before the maturity date) and invalidation or revalidation (the policyholder becomes incapacitated for work).
							     
With life insurance policies, concentrations of risks occur in the case of collective contracts. The participants under a collective contract often 
work at the same location or undertake joint activities. Such concentrations of risks are partly hedged in 2006 with reinsurance. The loss from one 
event that exceeds € 15 million and which relates to more than three people is reinsured up to € 15 million. For more information see section 3.1.3 
‘Insurance risk reinsurance’.													           
								      
Controlling the risks for the life insurance portfolio
The trends in the mortality and maturity insurance technical risks are regularly reviewed. The results of these reviews are used for setting rates and 
acceptance conditions and measuring the value of the life insurance policies. When reporting, the adequacy of the technical provision is 
determined in accordance with the demands of IFRS and requirements of De Nederlandsche Bank.
For an explanation of the control of the investment and interest rate risk: see section 3.2 ‘Market risk’.

Liability Adequacy Test
It should be pointed out that the technical provision for insurance commitments is based on the premium calculation principles for interest and 
mortality. The size of this provision therefore does not follow the actual developments in these principles. By regularly performing a Liability 
Adequacy Test (LAT), REAAL Verzekeringen monitors the adequacy of the technical provision for insurance commitments. The results of the LAT can 
be seen as a minimum provision. At the moment, the technical provision for insurance commitments is well above the minimum provision 
calculated for the LAT. The LAT is based on current estimates of contractual cash flows. The level of the LAT is particularly sensitive to changes in 
the discount rate. The LAT is therefore performed on a fixed actuarial interest rate of 3% as well as on the 3% and 4% prescribed by 
De Nederlandsche Bank. With an actuarial interest rate of 3%, the technical provision for insurance commitments is also well above the LAT 
provision. Since the long-life risk has a much lower share in the portfolio than the short-life risk, the sensitivity for mortality is not quantified 
further. 
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3.1.2  Non-life insurance risk	 	 	 	 	 	 	
							     
Composition of non-life insurance portfolio
The emphasis of REAAL Verzekeringen’s non-life insurance portfolio is on four main segments: Accident and Health, Fire, Motor Vehicles and Other. 
The acquisition of the portfolio from Nieuwe Hollandse Lloyd in September 2005 has increased the number of policies in the Transport segment, 
even though its share in the total portfolio remains small.

Co-insurance
With the acquisition of Nieuwe Hollandse Lloyd, REAAL has entered the co-insurance market. Nieuwe Hollandse Lloyd underwrites risks on the 
Rotterdam insurance exchange within the Fire, Transport (including Marine) and Miscellaneous Risks sectors. REAAL has decided to actively 
continue the co-insurance portfolio.
							     
Catastrophe
REAAL reinsures its catastrophe claims resulting from storms and terrorism (see section 3.1.3 ‘Insurance risk reinsurance’). Catastrophes arising 
from acts of violence, nuclear incidents or flooding are excluded under the policy conditions.
						    
Premium and non-life provision
The total gross premium income of REAAL Schadeverzekeringen (including Proteq) in 2005 amounts to € 347 million (2004: € 317 million). The 
premium for 2005 referred to includes the Nieuwe Hollandse Lloyd premium during the period from 20 September to 31 December 2005 amounting 
to € 21 million. In 2005, € 24 million in reinsurance premium was paid. This is 6.8% of the gross premium income (2005, excluding NHL: 6.5%, 2004: 
6.6%). The gross Non-life provision at year-end 2005 amounts to € 513 million (year-end 2004: € 327 million). The amounts referred to here are 
always before reinsurance and exclude the incoming ‘IPAP’ reinsurance contract. For more information about the IPAP contract and about own 
retention and shares of reinsurance per sector: see section 3.1.3 ‘Insurance risk reinsurance’.

Transport

Motor vehiclesAccident and Health

Fire

28%

17%

2%

47%

6%

22%

10%

36%

7%

25%

Other

The diagrams above illustrate the distribution of the gross premium and the gross non-life provisions across the various sectors. The premium 
volume and the non-life provision for the smallest sector, Transport, originate almost entirely from the NHL portfolio acquired in September 2005. 
The diagrams clearly illustrate the long-term non-life obligations from disability insurance policies: compared to the small share represented by 
the Accident and Health sector in the total premium, there is a relatively large non-life provision. The reverse applies for the Fire sector. Due to the 
rapid settlement of fire claims, this sector, which is worth a quarter of the premium income, only represents a small part of the total non-life 
provision.

Technical insurance risks non-life insurance portfolio 							    
The technical insurance risk for REAAL Verzekeringen’s non-life insurance portfolio is primarily concentrated on covering the risk of liability claims 
(including bodily injury), catastrophe claims and occupational disability claims. 
§	�Motor vehicle injury liability
	� Motor vehicle liability is the third-party insurance to cover bodily injury following a road traffic accident. REAAL Verzekeringen sells this 

product through all its distribution channels. 
§	�Liability
	� REAAL Verzekeringen offers liability insurance to both private individuals and the business sector; the latter can include professional liability. 

REAAL Verzekeringen sells this product through all its distribution channels.
§	�Occupational disability
	� The occupational disability cover in the portfolio of REAAL Verzekeringen includes cover for both self-employed people (first-year and second-

Gross premium income (2005) Gross Non-life provision (year-end 2005)

F-37



SNS REAAL  Financial Statements 2005  notes to the consolidated  financial statements132 SNS REAAL  Financial Statements 2005  notes to the consolidated  financial statements

year risks) and employees. The latter group mainly concerns additional cover to the Disablement Insurance Act (WAO) and its successor, the 
Work and Income According to Labour Capacity Act (WIA).

§	�Fire and other damage to property
	� The REAAL Verzekeringen fire insurance offers policyholders financial cover against damage to their property and material consequences of 

business interruptions as a result of the loss incurred.

Fraud risks non-life insurance portfolio 
From a risk perspective, fraudulent claims are defined as claims submitted by policyholders for non-events or claims in which the extent of damage 
is exaggerated. Fraud supervision has been localised at the various departments, such as Acceptance, Claims and Claims Handling. Fraud 
prevention and detection efforts were intensified in 2006 such as by setting up a separate Fraud department.
							     
Controlling the risks for the non-life insurance portfolio
The focus on the retail and business markets has led to a portfolio characterised by diversification across various segments and sub-segments, on 
the one hand, and the similarity in the type of insured risks, on the other. The portfolio has a relatively low variability in the technical results. The 
risk of the REAAL Verzekeringen non-life portfolio is geographically concentrated in the Netherlands.

Realised claims with a run-off of more than one year
For the run-off of the realised claims, REAAL Verzekeringen has specialised departments for 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 progress on claims-handling. Claims that are 
characterised by a run-off of more than one year are occupational disability claims, bodily injury claims and liability claims.

REAAL Schadeverzekeringen has occupational disability benefits in payment from the individual and the collective portfolio. The table below 
provides a summary of the key figures for the regular occupational disability benefits provision at year-end 2005. Due to the earn-out scheme 
agreed with Ergo, the provisions from the former NHL portfolio are not included below.

Features of the Provision for Regular Disability Benefits (Voorziening Periodieke uitkeringen AOV) 
						    

In € thousands Individual Semi-collective Total

REAAL Schadeverzekeringen (exclusive NHL)
Provision for Regular Benefits 7,563 4,477 12,040

Number of benefit disbursements 125 149 274

Average insured annual interest 11.0 2.5 6.4

Average age (years) 51 50 50

Average expected residual duration of payment (years) 7.8 13.0 10.7

Maximum run-off term of old age pension benefits (AO) interest amounts (years) 35 36 36

The other claims with a run-off longer than one year concern bodily injury and liability claims. These risks are much more diverse than the 
occupational disability risks; this also applies to the expected duration of the payment for the claims. Since 2004, the policy of REAAL 
Schadeverzekeringen with respect to the settlement of these claims has been tightened and now aims for the settlement of claims within five 
years. In 2005, a start was made with the ‘accelerated’ settlement of claims from old claim years up until 1997. This has resulted in the settlement 
of a large number of files that have already been open for some time. The table below provides a summary of the insured claims with a date of 
origin in the claim years from 1998 to 2005 at year-end 2005.

Features of provision for other claims with run-off of more than one year
						    

In € thousands Claim years 1998 - 2005

Motor injury Liability insurance 
for the commercial 

sector

Liability insurance for 
individuals

Total

Regional portfolio (insurance agents - ATP), 	
REAAL Schadeverzekeringen (exclusive NHL)
Claim payments 72,457 26,271 4,427 103,155

Claims provision (file + IBNR) 48,369 5,568 4,233 58,170

Total claim costs (gross, including IBNR provision) 120,826 31,839 8,660 161,325

Average claim costs (gross, including IBNR provision) 12.1 0.5 2.5 2.2

Number of claims 10,021 58,523 3,433 71,977
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Development claims history 2005
					   

In € thousands Provision 
per 1-1-2005

Payments
 in 2005

Provision per 
31-12-2005

On balance
release/run-off

REAAL Schadeverzekeringen N.V.
(after reinsurance, excluding participations in pools and funds, 
excluding incoming reinsurance)
2005
Claim years:
- 2001 and prior 73,209 12,868 53,496 6,845 

- 2002 22,400 366 20,875 1,159 

- 2003 25,577 4,473 19,513 1,591 

- 2004 49,381 11,498 27,184 10,699 
    

Total to the end of 2004 170,567 29,205 121,068 20,294 

Total 2005 101,125  47,591 
     

Total Net 130,330  168,659 

Provision 
per 1-1-2004

Payments
 in 2004

Provision per 
31-12-2004

On balance
release/run-off

2004
Claim years:
- 2000 and prior 70,824 14,221 54,695 1,908 

- 2001 23,673 3,184 18,172 2,317 

- 2002 29,036 3,002 22,400 3,633 

- 2003 62,429 17,460 25,165 19,804
    

Total to the end of 2003 185,962 37,868 120,431 27,662 

Total 2004 104,750  48,715 
     

Total Net 142,618  169,147

Adequacy of the non-life provisions 							     
The REAAL Verzekeringen actuarial department regularly performs a quantitative test on the adequacy of the non-life provisions that have been 
formed. This test makes use of stochastic modelling, which also includes inflation and discounting. At year-end 2005, part of the portfolio of 
REAAL Schadeverzekeringen (the provincial portfolio) and the non-life portfolio of Proteq were tested in this way.	
						    
Moreover, this stochastic testing is supplemented with the assessment of the positive run-off results and the effects of the provisions policy on the 
size of the provision. Whether the claim provisions are at an adequate level becomes apparent from the combination of the testing elements.		
					   
The Provision for Regular Payments for the occupational disability claims is based on the premium calculation principles for interest, revalidation 
and mortality. The size of this provision therefore does not follow the actual developments in these principles. By regularly performing an 
adequacy test on the current accounting policies, REAAL Verzekeringen safeguards the adequacy of the Provision for Regular Benefits. The results 
of the Liability Adequacy Test can be seen as a minimum provision. At year-end 2005, the Provision for Regular Payments is above the minimum 
provision calculated on the basis of the Liability Adequacy Test.							      

3.1.3  Insurance risk Reinsurance	 	 	 	 	 	 	
							     
Reinsurance policy
The reinsurance for REAAL Life and REAAL Non-life is realigned with SNS REAAL’s risk appetite each year. Reinsurance cover takes shape on the 
basis of the outcomes of the risk analyses on the various portfolios. This includes looking at the effect of reinsurance on solvency, desired return 
and profitability.

Aside from its regular portfolio protection, REAAL Non-life also has a catastrophe contract for covered natural forces (storm, hail) and 
accumulation within the fire insurance portfolio (e.g. on account of the fireworks explosion in Enschede). The risk of terrorism is reinsured via NHT, 
the Dutch reinsurance company for terrorism claims.
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Reinsurance REAAL Leven
REAAL Verzekeringen’s life insurance portfolio has seen strong growth in premium income, insured capital and profitability. Research was done 
into the risk profile of the insurance portfolio in 2005, on the basis of which it has been decided to increase own retention. This should be put into 
effect with the installation of a completely new reinsurance programme in 2006.

Controlling claim run-off 
REAAL Verzekeringen has a special department for handling claims, including claims in respect of bodily injury. This department handles claims on 
an item-by-item basis, makes estimates on the size of the claim and monitors progress on claims-handling. 

In € thousands 2003 2004 2005 2006

Own retention REAAL Levensverzekeringen
Cover:
- Mortality (risk capital)	 per risk 400 400 400 1,000

- Occupational disability (annual interest)	 per risk 20 20 20 35

- Catastrophe	 per occurrence* 15,000 ‑‑ ‑‑ 15,000

*) Cover for catastrophe risk in 2003, first six months only

Reinsurance REAAL Schade
The non-life insurance operations in recent years have increased REAAL’s own retention under the reinsurance contracts to a level that does justice 
to the size of the various portfolios. The increased size, the greater financial strength and the favourable development of the result justify this 
extension of the risk tolerance.

In € thousands 2003 2004 2005 2006

Own retention REAAL Schadeverzekeringen
Cover:
- Fire	 per risk 500  700  700  700 

- Motor vehicle liability	 per risk  1,200  1,200  1,200  1,200 

- Personal/business liability	 per risk  500  500  500  500 

- Accidents	 per risk  150  300  300  300 

- Occupational disability (annual interest)	 per risk  8  8  8  35 

- Catastrophe	 per occurrence  15,000  15,000  20,000  25,000

The graphs below illustrate the share of the reinsurance premium in the total premium income in the 2005 financial year and the reinsurers’ share 
in the paid gross non-life provision at year-end 2005. The figures for the Accident and Health sector exclude the IPAP contract. The IPAP contract is 
explained in more detail below.
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REAAL Schadeverzekeringen has an active policy on where to reinsure its contracts. A distinction is drawn between the panel of reinsures for the 
property programme (fire and catastrophe) and the casualty programme (car, liability and accidents). The claim settlement in the casualty 
programme is characterised by a long processing time. Due to this long-term character, the continuity of the panel is the point of departure during 
the placing of this programme.
							     
Incoming reinsurance: IPAP contract
The IPAP contract is an incoming reinsurance contract for disability insurance related benefits. In this respect, Proteq acts as reinsurer of Loyalis. 
The contract has not been extended since 2004 and is now in a run-off phase. The premium in 2005 is therefore nil. The gross non-life provision at 
year-end 2005 amounts to € 145.6 million, after retrocession the provision amounts to € 56.2 million.						    
	
3.2  Market risk	 	 	 	 	 	 	
							     
When changes occur in the financial markets, REAAL Verzekeringen is exposed to market risk if changes in the value of investments (equities, real 
estate, fixed-income) do not keep pace with the value of its liabilities.
							     
3.2.1  Interest rate risk	 	 	 	 	 	 	
Interest rate risk occupies an important position in the market risk profile of REAAL Verzekeringen, especially for Life insurance. Interest rate risk 
occurs when the fixed-income assets and liabilities are not fully matched. Interest rate risks are expressed in changes in the result and/or financial 
position if the market interest rate fluctuates.

There can be two major causes for the fixed-income assets and liabilities not being matched:						    
§	�Differences in maturity between the investments and the commiments. The investments of REAAL Verzekeringen have an average maturity of 

12 years. However, the average maturity of the commitments is 18 years. This difference in maturity introduces a reinvestment risk: upon 
maturity of the investments, reinvestments should be made until the maturity of the commitments. The future return on this reinvestment is 
not yet known, whereas the return promised to policyholders is fixed until maturity.				  

§	�Conditional commitments to the policyholders. Under some of its policies, REAAL Verzekeringen makes an additional payment to 
policyholders on top of the guaranteed return, which depends on the income of a particular investment portfolio. As at balance sheet date, 
these commitments are not offset by investments offering the same combination of guaranteed commitment and conditional commitment. 

										        

In € billion 2005

Insurance for own risk REAAL Insurance  
With conditional commitments 3.4

Without conditional commitments 3.0

						    
This excludes savings amounts totalling € 2.2 billion.

The main quantification of interest rate risks is done by means of duration analyses, scenario analyses and economic capital calculations.
							     
A significant variable in the management of the interest rate risk is the duration of the shareholders’ equity. This duration measures the 
percentage change in the market value of shareholders’ equity with a parallel shift of the interest rate curve by one base point. REAAL 
Verzekeringen does not include the investments and commitments that are almost matched in its analysis. This includes endowments policies 
accrued under endowment mortgages and the portion of the balance sheet kept on behalf of policyholders. REAAL Verzekeringen regularly adapts 
the duration of shareholders’ equity to its interest rate forecast and risk budget by means of swaps within the fixed-income investment portfolio 
and with the aid of interest rate swaps. 							     
							     
Using a scenario analysis, the effect of changes in the market interest rate on the result, equity and solvency is regularly reviewed. The table below 
illustrates the effect of interest rate changes of 1% as at balance sheet date (indicative). 

											         

In € millions Shareholders’ 
equity 

EU
solvency

Fair value
Shareholders’

equity 

REAAL Verzekeringen’s interest rate sensitivity as at balance sheet date
Interest rate +1% -200 none +19

Interest rate -1% +200 none -185

						    
For the definition of fair value, please see section 4.

The effect of the interest changes stated above on the result is negligible.
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The summary below illustrates the effective accounting interest rate percentages of the financial assets and liabilities of REAAL Verzekeringen as 
at balance sheet date:
	

In percentages 2005 2004

Financial assets (not measured at fair value through profit and loss)
Investments for own account and risk:
- Held to maturity 4.4% 4.3%

- Available for sale (excluding shares) 5.5% 3.4%

- Loans and receivables 6.5% 6.6%

Loans and advances to clients and credit institutions 0.0% 0.0%

Cash and cash equivalents 0.1% 0.5%

Financial obligations at amortised cost
Subordinated debts 5.6% 7.9%

Technical insurance provisions for own account and risk 4.2% 4.0%

Amounts owed to clients and credit institutions 0.0% 0.0%

Debt certificates 0.0% 0.0%

Insurance policies on behalf of policyholders							     
The insurer basically does not bear any interest rate, price, currency or credit risk for insurance policies where policyholders bear the investment 
risk. The volume of this category of policies amounts to € 3.4 billion. However, in a number of cases the insurer has issued minimum guarantees, as 
a result of which these contracts also present interest rate, price and currency risks for the account and risk of the insurer. Approximately € 702 
million of the € 3.4 billion provision referred to here relates to policies for which REAAL Verzekeringen has issued some form of guarantee. When 
REAAL Verzekeringen has to honour these guarantees, it takes the corresponding expenses to the income statement. 
										        

In € billion 2005

Insurance policies on behalf of policyholders
Without guarantee 2.8

With guarantee  0.7

						    
3.2.2  Equity and property risk	 	 	 	 	 	 	
The value of REAAL Verzekeringen’s equity investments at year-end 2005 was € 1.118 million. These equity investments are spread across the 
European, Americas and Far East regions.							     
							     
REAAL Verzekeringen regularly assesses the effect that changes on the equity and property market has on the result, equity and solvency. The 
table below shows the results of this analysis as at balance sheet date (indicative).
							     

In € millions IFRS 
Shareholders’

equity

EU
 solvency

Result of the scenario analysis of equity and property changes
Equities +10% +76.5 +15%

Equities -10% -76.5 -15%

Property +10% +13.8 +3%

Property -10% -13.8 -3%

3.2.3  Currency risk	 	 	 	 	 	 	
The currency risk for REAAL Verzekeringen arises through a combination of investments and obligations in foreign currency that do not net on zero.

As far as the fixed interest investments are concerned, REAAL Verzekeringen pursues the policy that no currency risk is allowed. The currency risk 
on fixed-income securities denominated in foreign currency are therefore hedged at micro level (= at the level of individual bonds) with the aid of 
currency swaps.

Currency risks also present themselves in the equity investments of REAAL Verzekeringen. 75% of this currency risk is structurally hedged with the 
aid of exchange forward contracts.							     
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The table below gives an indication of the foreign currency position of REAAL Verzekeringen as at balance sheet date.				  
		

In € millions Balance sheet 
debit

Balance sheet 
credit

Net Derivatives

Currency positions of REAAL Verzekeringen 
US dollar 471  36  435  (368)

Japanese yen  57  ‑‑  57 (41)

Pound sterling  179  7  172 (125)

Swiss franc  19  ‑‑  19  ‑‑

Australian dollar  ‑‑  13  (13)  ‑‑

Other  35  12  23  ‑‑
     

Total 761  68  693  (534)

Using scenario analyses, the effect that changes on the currency markets have on the result, equity and solvency are regularly reviewed. The table 
below shows the results of these analyses as at balance sheet date (indicative).
					   

In € millions Shareholders’
equity

EU
solvency

Currency +10% +9.5 +2%

Currency -10% -9.5 -2%

3.3  Credit risk		 	 	 	 	 	

REAAL Verzekeringen recognises various types of credit risk. The most important of these is the credit risk in the investment portfolio and in the 
loan portfolio to intermediaries. The mortgage loans of REAAL Verzekeringen are properly covered and have a relatively high age. As a result, the 
chance of default is low; therefore, the risk profile of the mortgage portfolio of REAAL Verzekeringen can be seen as very low.

Tasks, authorisations and responsibilities are determined for officers and committees (with stepped decision-making powers) per credit risk class. 
These are set down in the policy documents for each credit risk class.

In € millions 31 December 2005 31 December 2004

Breakdown of REAAL Verzekeringen’s credit portfolio	 	 	 	
Fixed-income investment portfolio with credit risk 2,884 2,808

Loans to intermediaries 50 63

Mortgage loans (excluding savings amounts) 986 987

Receivables from reinsurance companies 371 299
   

4,291 4,157

Credit risk management in the fixed-income investment portfolio of REAAL Verzekeringen							     
The credit risk in the fixed-income investment portfolios of REAAL Verzekeringen is the risk that the issuing institution of a bond or a debtor in a 
private loan can no longer meet their obligations. The strategic scope of the different categories of creditworthiness in the fixed-income portfolio 
is determined within an ALM context and documented in mandates with the asset managers. There are regular checks and reports on whether the 
asset managers comply with the mandates. 
									       
The fixed-income investment portfolios of REAAL Verzekeringen only work with European and US debtors, with no single debtor representing an 
interest of more than 10% in the fixed-income investment portfolio. Exceptions allowed to this rule concern investments in loans to states 
considered by the market to have top-ranking creditworthiness.										        
			 
The summary below illustrates the spread of the fixed income investments across the different categories of creditworthiness as at balance sheet 
date (excluding mortgages).												          
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In € millions 2005 2004

Credit spread of fixed-income investments of REAAL Verzekeringen	
AAA/AA fixed income 1,514 1,472

A/BBB fixed income 1,242 1,183

High Yield fixed income 128 153

Credit risk management in the portfolio of loans to intermediaries							     
REAAL Verzekeringen manages credit extension to intermediaries through a credit committee and by using strict testing criteria upon acceptance.	
							     
Credit risk management in the mortgage portfolio							     
REAAL Verzekeringen faces a limited credit risk on its mortgage portfolio. The redemption of a large portion of the mortgages is in fact guaranteed 
by the Dutch national mortgage guarantee (Nationale Hypotheek Garantie). In addition, the rise in the prices of houses in recent years has 
significantly increased their execution value. In the case of default, the insurer will usually be able to collect its entire debt by foreclosing.		
							     
Credit risk management with respect to receivables from reinsurance companies							     
REAAL Verzekeringen uses a panel consisting of a fixed group of leading reinsurance companies with a minimum rating of A+ for reinsuring vehicle 
third-party and the liability policies. For the reinsurance of fire and catastrophes, reinsurance companies with a minimum rating of A- are used.		
					   
3.4  Liquidity risk	 	 	 	 	 	 	
Reaal Verzekeringen must have adequate cash resources to pay out claims arising from the insurance portfolio. The liquidity risk at REAAL 
Verzekeringen is very limited, because the nett cash flows from investments and insurance liabilities for the coming ten years are positive. 

4  Hedging en hedge accounting							     

Financial institutions make use of derivatives to hedge undesirable market risks on an economic basis. Under IFRS, derivatives must be carried at 
market value on the balance sheet and the changes in market value must be included in the income statement irrespective of the valuation method 
for the position or the instrument that is hedged. This entails potential volatility in the IFRS result. Hedge accounting is used to eliminate this 
volatility as much as possible. Derivatives are linked to specific instruments (micro-hedge) or sub-portfolios (macro-hedge). These instruments or 
sub-portfolios are therefore carried at market value so that the valuation method is the same as that for derivatives. SNS REAAL uses various 
strategies for hedging its interest rate and currency risks, including currency swaps, interest rate swaps and interest-rate options.		
In this context, SNS REAAL draws a distinction between so-called micro hedges on the one hand, with risks being hedged on separate contracts, 
and the so-called macro hedges on the other hand, with the risk of a portfolio of contracts being hedged. All the hedges were effective during the 
whole of 2005 and no relationships were severed out of necessity. A gain of € 2,6 million was recognised for 2005 due to an ineffective position in 
the hedge accounting.							     

	 	 	 	 	 	 	
4.1  Hedging SNS Bank		 	 	 	 	 	
							     
SNS Bank uses interest rate swaps to partially hedge the non-optional risk of the bank book. The policy pursued in this respect is that the duration 
of the interest-bearing shareholders’equity lies between three and eight years. In addition, SNS Bank uses interest rate derivatives to hedge 
specific embedded options in mortgages such that the interest cannot rise above a ceiling or such that interest rate changes are cushioned when 
charged on to the client. Finally, SNS Bank uses interest rate swaps to convert fixed interest funding and, to a limited extent, fixed interest 
investments into variable funding or investments, and uses currency swaps to convert funding in a non-euro currency into euros. 

The market value of the swaps for hedging the non-optional risk in the banking book was equal to - € 392 million on 31 December 2005 and equal 
to - € 449 million on 31 December 2004.						    
							     
The Plafond [ceiling], Stabiel [stable] and Rentedemper [interest damper] mortgage products are the specific options in mortgages. At the end of 
2005, the nominal value of these mortgages was € 3.8 billion, € 1.8 billion and € 956 million respectively. At year-end 2004, it was € 4.0 billion, € 2.6 
billion and € 527 million respectively. The policy pursued by SNS Bank is to hedge 70 to 80% of the embedded options of the ‘Plafond’ mortgages 
with caps and those of the ‘Stabiel’ and ‘Rentedemper’ mortgages with caps and floors. The market value of these derivatives was equal to € 43 
million as at 31 December 2005 and equal to € 47 million as at 31 December 2004.								      
			 							        
4.2  Hedge Accounting SNS Bank	 	 	 	 	 	 	
							     
SNS Bank has defined the following hedge relationships for the above-mentioned hedge activities.						    
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Fair value hedge accounting for the ALM hedge in the Bankbook (Macro hedge)							     
The hedged portfolio comprises the fixed-interest mortgages of SNS Bank. These are mortgages that carry a fixed-interest period varying from a 
minimum of 1 to a maximum of 20 years. The hedging instruments are interest rate swaps concluded in the context of interest rate management in 
the ALM process. Only the fixed legs of these swaps are included because they provide the actual hedge. The risk being hedged is the risk of 
changes occurring in the market value of the portfolio’s expected cash flows as a result of changes in the swap curve.				  
							     
Fair-value hedge accounting for embedded derivatives (Macro)							     
The embedded caplets of all the ‘Plafond’ mortgages sold by SNS Bank form the hedged items in this relationship. The hedged instruments are all 
the caplets ensuing from the caps concluded to hedge the embedded caplets in the ‘Plafond’ mortgages. The risk being hedged is the volatility of 
the market value of the expected interest income in the case of changes in the 1-month swap interest rate.						   
	
The ‘Rentedemper’ mortgage has a number of embedded options consisting of caps and floors. The caps and floors are composed of separate 
caplets and floorlets. The caplets and floorlets form the hedged items. The hedged instruments are all the caplets and floorlets ensuing from the 
caps and floors concluded to hedge the embedded caplets in the ‘Rentedemper’ mortgages. The risk being hedged is the volatility of the market 
value of the expected interest income as a result of the fluctuations in the 6-month swap interest rate.						    
	
Fair value hedge accounting funding and investments (Micro)						    
SNS Bank uses micro hedges to swap fixed interest funding with interest rate swaps for variable interest. If the funding is in a foreign currency, 
currency swaps are used. SNS Bank also hedges fixed interest investments to a limited extent by swapping them with interest rate swaps to 
variable interest. The interest and currency risk is hedged by means of these instruments.
					   
4.3  Hedging REAAL Verzekeringen	 	 	 	 	 	 	
							     
REAAL Verzekeringen uses currency swaps to hedge the currency risk on individual fixed interest non-euro investments.				  
			 
REAAL Verzekeringen makes use of interest rate swaps to manage the duration of the shareholders’ equity. At year-end 2005, the market value of 
these swaps was € 166.2 million (2004: € 81.9 million). In addition, REAAL Verzekeringen hedges the currency risk within its share portfolio at macro 
level using exchange forward contracts.
					   
4.4  Hedge accounting REAAL Verzekeringen	 	 	 	 	 	 	
							     
REAAL Verzekeringen has also defined hedge relationships for the above-mentioned hedge activities:						    
							     
Cash flow hedge accounting							     
REAAL Verzekeringen has increased the effective maturity of its investment portfolio at macro level by using interest rate swaps. Thus they ensure 
that the interest income remains fixed for a longer period. The risk hedged in this way is the variability in the interest at the time of reinvestment. 
The cash flow hedge consists of a combination of a short-term contracted swap and a long-term issued swap. At the time of reinvestment (i.e. the 
period to maturity of the short-term swap), the long-term swap is sold and reinvestment takes place in fixed interest securities which, with respect 
to maturity and coupon due dates, correspond to a great extent with the remaining period to maturity of the long-term swap.
							     
At year-end 2005, the periods during which the cash flows are likely to take place and when they are expected to be taken into account were as 
follows:																	               
								      

In € thousands Notional amounts

Total B 1 year > 1 year B 5 year > 5 year

Interest rate swaps 1,570,000 200,000 905,000 465,000

At year-end 2005, there were no future transactions to which hedge accounting had been applied previously but that were unlikely to take place.		
							     
Fair value hedge accounting							     
REAAL Verzekeringen hedges the currency risks in its share portfolio at macro level using exchange forward contracts. These exchange forward 
contracts are in a fair value hedge relationship with the equities whose currency risk they hedge. 							    

4.5  Summary of derivatives for hedging purposes

The contracted amounts and notional amounts of the derivatives for hedge purposes are shown in the summary below (including the breakdown 
by residual term to maturity), reflecting the extent to which SNS REAAL is active in the various markets. The derivatives for trading purposes are 
not included in the summary.	
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In € thousands Notional amounts Fair value

Total B 1 year > 1 year B 5 years > 5 years Positive Negative

Interest rate contracts:
- Swaps and FRAs 25,256,860 2,342,917 12,008,654 10,905,289 806,477 (670,062)

- Purchased options  2,599,234  ‑‑  1,972,234  627,000  30,290 (9,561)

- Futures  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑

Currency contracts:
- Swaps 3,391,905 345,527 2,757,593 288,785  84,770 (119,113)

- Forwards  421,685  421,685  ‑‑  ‑‑ (6,653) ‑‑

Forward commodity 
contracts:
- Swaps  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑

       
Total 31,669,684 3,110,129 16,738,481 11,821,074 914,884 (798,736)

The notional amounts show the units of account that, in relation to derivatives, reflect the relationship to the underlying values of the primary 
financial instruments. These notional amounts give no indication of the volume of the cash flows or the price and credit risks attendant on the 
transactions.							     
							     
5  Fair value of financial assets and liabilities							     
							     
The table below sets out the estimated fair value of the financial assets and liabilities of SNS REAAL. In a number of instances, estimates were used. 
The balance sheet items have not been included in this table because they do not satisfy the definition of a financial asset or liability. The total of 
the fair value shown below does not represent the underlying value of SNS REAAL and should, therefore, not be interpreted as such.

In € millions SNS Bank REAAL 
Verzekeringen

Group activities Consolidation 
adjustments

Total

Assets
Tangible fixed assets --  44  ‑‑  ‑‑  44 

Investment property --  232  ‑‑  ‑‑  232 

Subsidiaries --  ‑‑  3,592  (3,592)  ‑‑

Investments 4,060  10,435  ‑‑  ‑‑  14,495 

Investments for insurance products on behalf of 
policyholders --  3,462  ‑‑  ‑‑  3,462 

Associated companies --  77  150  ‑‑  227 

Derivatives 29,624  ‑‑  22  ‑‑  29,646 

Mortgage loans to customers 42,462  ‑‑  ‑‑  ‑‑  42,462 

Other loans and advances to customers 2,343  ‑‑  64  ‑‑  2,407 

Other assets 550  126  413  (402)  687 

Cash and cash equivalents  2,982  631  269  ‑‑  3,882 
      

Total  82,021  15,007  4,510 (3,994)  97,544

Liabilities and equity
Shareholders’ equity 2,704  888  3,483 (3,592)  3,483 

Third-party interests --  3  ‑‑  ‑‑  3 

Participation certificates and subordinated debts 232  92  440  ‑‑  764 

Debt certificates 7,638  ‑‑  189  ‑‑  7,827 

Technical provisions, insurance operations --  12,526  ‑‑  ‑‑  12,526 

Amounts due to customers and credit 
institutions 40,932  597  353  ‑‑  41,882 

Derivatives and payables 29,731  33  ‑‑  ‑‑  29,764 

Other liabilities 784  868  45 (402) 1,295
      

Total  82,021  15,007  4,510 (3,994)  97,544
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The fair values represent the amounts for which financial instruments can be traded at balance sheet date on a realistic commercial basis between 
properly informed parties prepared to enter into a transaction (‘at arm’s length’). The fair value of financial assets and liabilities is based on 
market prices, insofar as these are available. If not, various techniques have been developed for estimating the fair value of these instruments. 
These techniques are subjective by nature and rely on different assumptions with respect to the discount rate and the moment and volume of the 
expected future cash flows. Changes in these assumptions can have a significant influence on the estimated fair value. This can lead to the stated 
fair value not being an accurate estimate of the net fair value. Furthermore, the estimated fair value is based on the market conditions at a given 
moment and, therefore, possibly not an accurate estimate of the future fair value.
The following methods and assumptions have been applied in order to determine the fair value of the financial instruments.				  
							     
Financial assets
	 	 	 	 	 	 	
Associated companies 							     
The fair value of participating interests is based on the stock market prices of the shares in these participating interests or, if unlisted, the 
estimated market value based on the stock market prices of similar securities. The fair value of receivables from participating interests is 
determined in the same way as described below for fixed-income securities.							     
							     
Investments							     
The fair value of shares and convertible bonds is based on stock market prices. The fair value of interest-bearing securities, insofar as these are not 
mortgage loans, is also based on stock market prices or – if stock market prices do not produce reliable fair values – on the cash value of the 
expected future cash flows. This cash value is based on the current market interest rate as applicable given the liquidity, the creditworthiness and 
the maturity of the relevant investment. 					   
							     
Derivatives							     
The fair value of derivatives is based on stock market prices or, if unlisted, on estimated market values based on the stock market prices of similar 
securities.							     
							     
Mortgage loans to customers							     
The fair value of mortgage loans is estimated by determining the cash value of the expected future cash flows, using the interst rate currently 
applicable to similar loans taking into account the effect of future early redemption.

Other loans and advances to customers
The fair value of loans and advances is estimated on the basis of the present value of the expected future cash flows, using the interest rate 
currently applicable to loans and advances under similar conditions.
							     
Other assets							     
The book value of the Other receivables is considered to be a reasonable estimate of the fair value.						    
	
Cash and cash equivalents							     
The book value of the liquid assets is considered a fair estimate of the fair value.
							     
Financial liabilities
	 	 	 	 	 	 	
Participation certificates							     
The estimated fair value of the participation certificates is based on the present value of cash flows, using the interest rate applicable to similar 
instruments.							     
							     
Debt certificates							     
The estimated fair value of the Debt certificates is based on the present value of cash flows, using the interest rate applicable to similar 
instruments.						    
							     
Technical provisions, insurance operations							     
The fair value of technical insurance provisions is based on the cash value of the expected future cash flows. This calculation also takes account of 
the effect of profit sharing, surplus interest and other conditional benefits to policyholders, the costs associated with the settlement of the 
provision, as well as the effect of the potential uncertainty in the insurance parameters.
							     
Amounts due to customers and credit institutions							     
The book values of the demand deposits and deposits without agreed terms is considered a fair estimate of the fair value.The estimated fair value 
of deposits with agreed terms is based on the expected present value of the future cash flows, using the interest rate currently applicable to 
deposits with the same residual term.
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The fair value of amounts due to banks is estimated on the basis of the present value of the future cash flows, using the interest rate currently 
applicable to amounts due to banks under similar conditions.										        
		
Other liabilities							     
The book value of the other liabilities is considered a fair estimate of the fair value.
							     
Interest
The interest rate applied when determing the fair value is based on the market interest rate curve as at balance sheet date.

6  Statutory solvency requirements							    
							     
SNS Bank	 	 	 	 	 	 	
For SNS Bank, the capital requirements, in accordance with the BIS requirements, amounts to 8% of the risk-weighted assets, off-balance sheet 
items and market risk of the trading portfolio (the so-called ‘BIS standard’). At year-end 2005, this came to € 1,618 million (2004: € 1,694 million). 		
					   

In € millions 2005 2004

Core capital (Tier 1) 1,753 1,747

Supplementary capital (Tier 2)    652  690 

Available Tier 3 capital  ‑‑  ‑‑

Deductible items (participating interests)  (4)  (90)
   

Qualifying capital (excluding Tier 3)  2,401 2,347

Risk-weighted assets 20,175 20,037

Tier 1 ratio   8.7% 8.7%

BIS ratio   11.9% 11.7%

REAAL Verzekeringen	 	 	 	 	 	 	
European directives require insurance companies based in one of the member states of the European Union to maintain a minimum solvency 
margin. The solvency with respect to the Life insurance operations as at 31 December 2005 was 233% (2004: 192%) and with respect to Non-life 
275% (2004: 261%). 					   
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Acquisitions
												          
SNS REAAL completes acquisition of Nieuwe Hollandse Lloyd

On September 20th 2005 SNS REAAL and ERGO Insurance Group have completed the negotiations concerning the acquisition of Nieuwe Hollandse 
Lloyd Verzekeringsgroep N.V. (NHL). On the same date, the transfer of all shares of Nieuwe Hollandse Lloyd was completed. This acquisition is an 
important strategic step for SNS REAAL. The expansion and strengthening of its non-life insurance operations are a strategic priority for 
SNS REAAL. The acquisition of NHL, which is particularly strong in the non-life market, will increase the non-life portfolio of SNS REAAL by some 
40%. The co-insurance activities of NHL will be continued and further expanded by SNS REAAL. SNS REAAL thus provides a significant impulse for 
its activities on the commercial non-life market. The acquisition will produce substantial synergy benefits and contributes directly to the result of 
SNS REAAL.		
			 
The fact that both SNS REAAL and NHL focus on private and business clients and are committed to intermediaries means that services to both 
clients and intermediaries will improve after the acquisition.

Nieuwe Hollandse Lloyd has contributed € 3.4 million to the Group net income for the period September 20th up to December 31st 2005. If the 
shares were acquired on January 1st 2005 the contribution to the net income of SNS REAAL for the 2005 financial year would have been € 9.4 
million. When calculating this result, account was taken of the former shareholders’ right to the profit and the accounting principles applied by 
NHL until 31 December 2005 were applied.
			 
The fair value of the most important acquired assets and liabilities and goodwill can be specified as follows:

In € millions 2005

Investments 560,7 

Reinsurance contracts 104,0 

Loans and advances to clients 53,2 

Other assets 57,9 

Technical provisions, insurance operations (669,4) 

						    

Goodwill on the acquisition amounts to € 0.3 million. The fair value of the acquired assets and liabilities are based on the discounted cash flow 
model. No provisions have been formed for the acquisition. 

Acquisition of the bond portfolio of Van der Hoop Bankiers	 	
			 
SNS Securities acquired the bond portfolio of Van den Hoop Bankiers on December 28th 2005. This acquisition involved a total of € 79.6 million. 
In the context of this acquisition 19 employees of Van den Hoop Bankiers have joined SNS Securities.					   
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Notes to the consolidated balance sheet 

Assets 
1  Goodwill and other intangible assets 

In € millions Bank Insurance Total

2005 2004 2005 2004 2005 2004

Software 12  12  8  3  20  15 

Capitalised acquisition costs in connection with insurance operations  ‑‑  ‑‑  421  233  421  233 

Value of Business Acquired (VOBA)  ‑‑  ‑‑  118  121  118  121 
       

Total  12  12  547  357  559  369

Software Acquisition costs VOBA Total

2005 2004 2005 2004 2005 2004 2005 2004

Accumulated acquisition cost 41  25  568  332  123  123  732  480 

Accumulated amortisation and impairments  (21)  (10)  (147)  (99)  (5)  (2)  (173)  (111)
         

Balance as at 31 December 20  15  421  233  118  121  559  369 

Balance as at 1 January  15  15  233  169  121  117  369  301 

Effect of conversion to IFRS 4  ‑‑  ‑‑  47  ‑‑  ‑‑  47  ‑‑

Investments  14  10  189  99  ‑‑  3  203  112 

Divestments  ‑‑  (2)  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑ (2)

Amortisation  (9) (8)  (48)  (35)  (3)  1  (60)  (42)
         

Balance as at 31 December 20  15  421  233  118  121  559  369

Amortisation of intangible assets is recognised in the income statement under Depreciation of tangible fixed assets and amortisation of 
intangible assets. Impairment of intangible assets is recognised in the income statement under Impairment of financial instruments and other 
assets.

2  Tangible fixed assets

In € millions Bank Insurance Group activities Total

2005 2004 2005 2004 2005 2004 2005 2004

Land and buildings in own use 91 97  32 28  73 69  196  194 

IT equipment  24 25  11 9  ‑‑  ‑‑  35  34 

Other assets  38 42  33 30  ‑‑  ‑‑  71  72
         

Total 153  164  76  67  73  69  302  300
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Land and buildings IT equipment Other assets Total

2005 2004 2005 2004 2005 2004 2005 2004

Accumulated acquisition cost 172  171  113  92  161  143  446  406 

Accumulated revaluations  54  51  ‑‑  ‑‑  ‑‑  ‑‑  54  51 

Accumulated depreciation and impairment  (30)  (28)  (78)  (58)  (90)  (71)  (198)  (157)
         

Balance as at 31 December 196  194  35  34  71  72  302  300

Balance as at 1 January 194  201  34  38  72  81  300  320 

Revaluations  4  (1)  ‑‑  ‑‑  ‑‑  ‑‑  4  (1)

Acquisitions  6  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  6  ‑‑

Investments  1  5  23  20  20  11  44  36 

Divestments  (7)  (9)  (9)  (9)  (7)  (2)  (23)  (20)

Depreciation  (2)  (2)  (13)  (15)  (14) (18)  (29)  (35)
         

Balance as at 31 December 196  194  35  34  71  72  302  300

The book value of land and buildings in own use on basis of historical cost is € 142 million (2004: € 143 million). 
								      
Appraisal of land and buildings in own use										        
The value of land and buildings in own use are assessed by an external surveyor once every three years. The entire portfolio was assessed by an 
external surveyor in 2004. 
									       
The table below shows the balance sheet value of the assessed land and building per business unit and in totals. The final column shows the 
balance sheet value of the assessed land and buildings in relation to the land and buildings in own use.						    
				  

Bank Insurance Group activities Total In percentage 
terms

2005 20 ‑‑ 42 62 32%

2004  97 28 69 194 100%

3 � Associated companies

In € millions Bank Insurance Group activities Eliminations Total

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Total book value 2  5  77  ‑‑  50  49  (3)  (3)  126  51 

Total market value  2  5  77  ‑‑  50  49  (3) (3)  126  51
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Movements in the participating interest are broken down as follows:

2005 2004

Balance as at 1 January 51  142 

Acquisitions and expansions 29  3 

Disposals and reductions  (8)  (148)

Reclassifications  39  ‑‑

Income from participating interests  9  4 

Result on sale of participation interests  ‑‑  40 

Direct changes in equity  6  ‑‑

Revaluations  2  (1)

Other changes  (2)  11
   

Balance as at 31 December  126  51

Summary of the most important participating interests of SNS REAAL:	

Country Interest Share in 	
shareholders’ 

equity

Share 
in the result

Assets Liabilities Income

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Participating interests with 
significant influence
Ducatus N.V. NL 32% 75  ‑‑  2  ‑‑  233  346  ‑‑  51  24  35 

LaSer-Lafayette Services 
Nederland B.V. NL 40%  20  18  2  ‑‑  753  691  704  645  62  61 

Parnassus Participatiefonds 
B.V. NL 38%  8  8  (1)  (1)  19  19  ‑‑  ‑‑  ‑‑  ‑‑

Masterfleet N.V. NL 40%  5  5  ‑‑  ‑‑  117  116  104  104  53  57 

Others NL 20‑50%  8  6  5  4  69  72  57  65  95  143
             

116  37  8  3  1,191  1,244  865  865  234  296

Other participating 
interests
Life Science Partners II B.V. NL 13% 5  5 (2)  ‑‑  75  75  1  1  ‑‑  ‑‑

NeSBIC CTE Fund B.V. NL 14%  1  2  ‑‑  ‑‑  1  1  3  3  2  1 

NeSBIC CTE Fund II B.V. NL 10%  1  1  4  ‑‑  7  9  ‑‑  ‑‑  23  ‑‑

Interpay Nederland B.V. NL 3%  1  1  ‑‑  ‑‑  1,087  894  1,019  847  353  314 

Others various 3%-14%  2 5  (1)  1  14  17  25  27  30  29
             

10  14  1  1  1,184  996  1,048  878  408  344

Due to an increase in the interest in Ducatus N.V., this participating interest is included under associates in 2005. In 2004, this participating 
interest was accounted for as an investment and is therefore included as such in the comparative figures. 

A total of € 235 million (2004: € 257 million) of loan was distributed to the participating interests. The loans are stated under the heading Other 
loans and advances to clients.		
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4  Investment property
				  

In € millions Bank Insurance Eliminations Total

2005 2004 2005 2004 2005 2004 2005 2004

Land and buildings used by third parties 1  2  201  192  (73)  (69)  129  125

To ensure reconciliation with the segment information, the property that the insurance operations rents out to other business units are recognised 
as investment property by the insurer. At group level, the property in question is recognised under tangible fixed assets and has therefore been 
eliminated from the Investment property. 		

Movements in the investment property are broken down as follows:		

2005 2004

Balance as at 1 January 125  130 

Investments  ‑‑  1 

Divestments  (2)  (6)

Revaluations  6  ‑‑
   

Balance as at 31 December 129  125

5  Investments

In € millions Fair value 
through 

Profit and 
Loss

Available 
for sale

Held to 
maturity

Loans and 
receivables

Total

2005 2004

Banking 151 1,490 ‑‑ ‑‑ 1,641 1,703 

Insurance  175  3,980  2,052  1,649  7,856  6,879 

Group activities  ‑‑  117  ‑‑  ‑‑  117  ‑‑

Eliminations  ‑‑  ‑‑  ‑‑  (403)  (403)  (349)
       

Total  326  5,587  2,052  1,246  9,211  8,233 

Movement of investments
Balance as at 1 January 132 4,770 1,932 1,421 8,255 9,020 

Reclassifications  ‑‑ ‑‑ ‑‑  ‑‑  ‑‑  (615) 

Effect of conversion to IAS 32 and 39  ‑‑  107  ‑‑  15  122  ‑‑

Transfer to associated companies  ‑‑ (39)  ‑‑  ‑‑  (39) --

Purchases and advances  ‑‑  5,042  111  64  5,217 5,836

Acquisition  ‑‑ 314 ‑‑ 2  316  ‑‑

Disposals and redemptions  ‑‑  (4,682)  ‑‑  (287)  (4,969)  (5,991)

Revaluations  ‑‑  73  ‑‑  ‑‑  73  76 

Impairments  ‑‑  ‑‑  ‑‑  (5) (5)  ‑‑

Amortisation  ‑‑  ‑‑  9  54  63  ‑‑

Changes in investments held for trading  194  ‑‑  ‑‑  ‑‑  194 (107)

Other  ‑‑ 2  ‑‑  1  3  36 
       

Balance as at 31 December  326  5,587  2,052  1,265  9,230  8,255 
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In € millions Fair value 
through 

Profit and 
Loss

Available 
for sale

Held to 
maturity

Loans and 
receivables

Total

2005 2004

Movement provision for investments
Balance as at 1 January ‑‑ ‑‑ ‑‑  22  22  30 

Acquisition ‑‑ ‑‑  ‑‑ 2 2 ‑‑

Withdrawal ‑‑ ‑‑ ‑‑ (5) (5) (8)
       

Balance as at 31 December  ‑‑  ‑‑  ‑‑  19  19  22 

       
Total investments  326  5,587  2,052  1,246  9,211  8,233 

Available for 
sale

Held to 
maturity

Loans and 
receivables

Total

2005 2004

Breakdown by business sector
Public sector 2,680 1,763 29 4,472 4,124 

Financial institutions  1,312  273 1,099  2,684  2,584 

Trade, industry and other services  650  ‑‑  5  655  549 

Investment funds  718  ‑‑  127  845  394 

Other  227  16  5  248  472 
      

Total  5,587  2,052  1,265  8,904  8,123 

Bank Insurance Group 
activities

Total

2005

Fair value through profit and loss
Shares and similar investments:
- Listed 33 ‑‑  ‑‑ 33 

Bonds and fixed-income securities:
- Listed 118 46 ‑‑ 164 

- Unlisted  ‑‑  129 ‑‑  129 
     

Total  151  175 ‑‑  326 

Bank Insurance Group 
activities

Total

2005

Investments available for sale
Shares and similar investments:
- Listed 13 994 117 1,124 

- Unlisted  3  124  ‑‑  127 

Bonds and fixed-income securities:
- Listed  1,474  2,851  ‑‑  4,325 

- Unlisted ‑‑  11 ‑‑  11 
     

Total 1,490 3,980 117 5,587
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The revaluation of the investments available for sale can be broken down as follows:

Shares and similar investments Bonds and fixed-income securities

2005

Cost / amortised cost 1,084 4,251 

Unrealised gains  167  85 
   

Total  1,251  4,336 

Insurance Eliminations Total

2005

Investments held to maturity
Bonds and fixed-income securities:
- Listed  2,052  ‑‑  2,052 

    
Total  2,052 ‑‑  2,052 

Insurance Eliminations Total

2005

Loans and receivables
Private loans:
- Unlisted 1,668  (403) 1,265

   
1,668  (403) 1,265

Provision for bad debts 19 ‑‑ 19
    

Total 1,649 (403) 1,246

6   Investments for insurance products on behalf of policyholders 

Investments on behalf of policyholders include separate deposits for account and risk of policyholders, investments for unit-linked insurances and 
separate investments for large group pension contracts. 

In € millions Insurance Total

2005 2004 2005 2004

Shares and similar investments:
- Listed 1,393  1,080  1,393  1,080 

- Unlisted  1,337  1,036  1,337  1,036 

Bonds and fixed-income securities:
- Listed  362  355  362  355 

- Unlisted  334  327  334  327 
     

Total  3,426  2,798  3,426  2,798

F-55



SNS REAAL  Financial Statements 2005  notes to the consolidated balance sheet150 SNS REAAL  Financial Statements 2005  notes to the consolidated balance sheet

2005 2004

Balance as at 1 January 2,798  2,972 

Purchases / advances  602  477 

Acquisition  256  ‑‑

Disposals / redemptions  (588)  (1,124)

Reclassifications  ‑‑  363 

Revaluations  353  101 

Other  5  9
   

Balance as at 31 December 3,426  2,798

7  Derivatives	 	 	 	 	 	 	 	 	 	 	 	

Derivatives are financial instruments embedded in contracts whose value depends on one or more underlying primary financial instruments. 
Derivatives contain rights and obligations as a result of which one or more of the financial risks attendant on the underlying primary financial 
instruments are transferred between parties. The transactions do not lead to the transfer of the underlying primary financial instrument when the 
agreement is entered into, nor need any transfer take place at the expiration date of the agreement.						    
						    

In € millions Positive fair 
value

Negative fair 
value

2005

Summary of derivatives
Derivatives held for cash flow hedging:
- Unlisted 208 33

Deriviatives held for fair value hedging:
- Unlisted 707  766 

Derivatives held in the context of asset/liability management but that do not qualify for hedge accounting:
- Unlisted 142 82

Other derivatives:
- Unlisted 117 95

   
Total 1,174 976

	

Total

2005

Movements in derivatives
Balance as at 1 January 61 

Effect of conversion to IAS 32 and 39  (173)

Reclassifications conversion to IAS 32 and 39 (370)

Purchases  120 

Disposals  53 

Revaluations  245 

Exchange differences  265 

Other (3)
  

Balance as at 31 December 198 
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8  Deferred tax receivables and liabilities
															             

In € millions Bank Insurance Group activities Total

2005 2004 2005 2004 2005 2004 2005 2004

The source of the deferred tax receivables can be 
specified as follows 
Real estate ‑‑  ‑‑  ‑‑  ‑‑  1  ‑‑  1  ‑‑

Investments  ‑‑  ‑‑  8  ‑‑  ‑‑  ‑‑  8  ‑‑

Bonds  ‑‑  ‑‑  ‑‑  31  ‑‑  ‑‑  ‑‑  31 

Derivatives  16  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  16  ‑‑

Subordinated loans  4  ‑‑  ‑‑  ‑‑  1  ‑‑  5  ‑‑

Debt certificates  33  ‑‑  ‑‑  ‑‑  5  ‑‑  38  ‑‑

Technical provisions, insurance operations  ‑‑  ‑‑  10  32  ‑‑  ‑‑  10  32 

Interest rate rebates  ‑‑  ‑‑  5  1  ‑‑  ‑‑  5  1 

Provision for employee benefits  3  ‑‑  3  ‑‑  8  59  14  59 

Reorganisation provision  4  6  2  ‑‑  ‑‑  1  6  7 

Other provisions  3  7  ‑‑  6  ‑‑  3  3  16 

Other loans and advances to clients  18  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  18  ‑‑

Tax-deductible losses  2  ‑‑  ‑‑  ‑‑  2  2  4  2 

Other  2  19  2  ‑‑  ‑‑  ‑‑  4  19
         

Net tax receivable 85  32  30  70  17  65  132  167

The source of the deferred tax liabilities can be 
specified as follows
Goodwill and other intangible assets ‑‑  ‑‑  19  ‑‑  ‑‑  ‑‑  19  ‑‑

Value of Business Acquired  ‑‑  ‑‑  17  ‑‑  ‑‑  ‑‑  17  ‑‑

Real estate  2  2  42  42  ‑‑  ‑‑  44  44 

Investments  16  ‑‑  63  32  ‑‑  ‑‑  79  32 

Derivatives  ‑‑  ‑‑  51  ‑‑  6  ‑‑  57  ‑‑

Mortgages  101  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  101  ‑‑

Equalisation reserve  ‑‑  ‑‑  2  ‑‑  ‑‑  ‑‑  2  ‑‑

Other  ‑‑  1  5  5  ‑‑  ‑‑  5  6
         

Net tax liabilities 119  3  199  79  6  ‑‑  324  82

The tax-deductible losses for which a deferred tax item has been recognised can be specified as follows:

2005 2004

Total tax-deductible losses 14  6 

Tax deductible losses carried as deferred tax receivable  4  2 

Average tax rate 29.6% 31.5%
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9 � Mortgage loans to customers

In € millions Bank Insurance Total

2005 2004 2005 2004 2005 2004

With (government) guarantee 6,518  5,835  145  161  6,663  5,996 

Other  36,083  33,148  843  829  36,926  33,977
      

42,601  38,983  988  990  43,589  39,973

Provision for bad debts  43  46  2  3  45  49
       

Total 42,558  38,937  986  987  43,544  39,924

The mortgage loans can be specified according to nature and security as follows:

2005 2004

Residential property in the Netherlands 41,476  38,006 

Residential property outside the Netherlands  204  217 

Other property in the Netherlands  1,909  1,750
   

Total 43,589  39,973

Movements in the principals of the mortgage loans were as follows:

2005 2004

Balance as at 1 January 39,973  36,039 

Effect of conversion to IAS 32 and 39    461  ‑‑

Advances      9,122  8,059 

Redemptions      (5,931)  (4,140)

Acquisitions  47  ‑‑

Change in fair value due to hedge accounting     (91)  ‑‑

Other  8  15
   

Balance as at 31 December    43,589  39,973

In addition, SNS REAAL has agreed a synthetic securitisation in the form of credit guarantees, buying credit risk cover for a mortgage portfolio of 
€ 731 million.		
		
Movements in the provision for bad debts were as follows:    

Bank Insurance Total

2005 2004 2005 2004 2005 2004

Balance as at 1 January 46  43  3  2  49  45 

Effect of conversion to IAS 32 and 39  5  ‑‑  ‑‑  ‑‑  5  ‑‑

Withdrawal  (26)  (17)  ‑‑  ‑‑  (26)  (17)

Additions  19  27  ‑‑  1  19  28 

Release  (1)  (7)  (1)  ‑‑  (2)  (7)
       

Balance as at 31 December 43  46  2  3  45  49
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10 � Other loans and advances to customers

In € millions Bank Group activities Eliminations Total

2005 2004 2005 2004 2005 2004 2005 2004

Private loans 615  618  ‑‑  38  ‑‑  ‑‑  615  656 

Commercial loans  2,176  2,188  632  635  (696)  (716)  2,112  2,107 

Lease contracts  ‑‑  ‑‑  ‑‑  2  ‑‑  ‑‑  ‑‑  2
        

2,791  2,806  632  675 (696)  (716)  2,727  2,765 

Provision for bad debts  124  98  4  40  ‑‑  ‑‑  128  138
         

Total 2,667  2,708  628  635  (696) (716)  2,599  2,627

Loans and advances to clients are specified according to type of counterparty as follows:

Bank Group activities Eliminations Total

2005 2004 2005 2004 2005 2004 2005 2004

Public sector 468  313  ‑‑  ‑‑  ‑‑  ‑‑  468  313 

Private business market  445  266  632  675  (696)  (716)  381  225 

Private market  1,878  2,227 ‑‑  ‑‑ ‑‑  ‑‑  1,878  2,227
         

Total 2,791  2,806  632  675  (696)  (716)  2,727  2,765

The Other loans and advances to clients include an amount of € 11 million (2004: € 11 million) in receivables with a subordinated nature.			 
															             
For the maturity of loans and advances to clients, please refer to the notes to liquidity risks in the section Risk management on page 122 and 
following.

Loans and advances to clients are specified according to business sector as follows:	
	

2005 2004

Public sector 468  313 

Agriculture and horticulture, forestry and fishery 20  15 

Industry 80  204 

Service sector companies 1,124  1,367 

Financial institutions 471  224 

Other (mainly private) 564  642
   

Total 2,727  2,765

The movements in the principals of the other loans and advances to clients were as follows:

2005 2004

Balance as at 1 January 2,765  2,805 

Effect of conversion to IAS 32 and 39  (1)  ‑‑

Advances  365  586 

Redemptions (282) (432)

Other  ‑‑  ‑‑

Change in current accounts (120) (194)
   

Balance as at 31 December 2,727  2,765

The current portion of the other loans and advances to clients concerns bank overdrafts, revolving credits and bridging loans.
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Provision for bad debts 	 	
Movements in the provision for bad debts were as follows:		
		

Bank Group activities Total

2005 2004 2005 2004 2005 2004

Balance as at 1 January 98  87  40  40  138  127 

Effect of conversion to IAS 32 and 39  13  ‑‑  ‑‑  ‑‑  13  ‑‑

Withdrawal  (23)  (31) (1)  ‑‑  (24) (31)

Addition  61  68  2  ‑‑  63  68 

Release (25)  (26)  (37)  ‑‑  (62)  (26)
       

Balance as at 31 December 124  98  4  40  128  138

11  Loans and advances to credit institutions

This item concerns loans and advances to banks, insofar as not in the form of interest-bearing securities with a term of more than three months.

12  Other tax receivables

Concerns receivables concerning wage tax, social security charges, value added tax and corporation tax.

13  Other assets

In € millions 2005 2004

Amounts due from direct insurance:
- Policyholders (60)  39 

- Intermediaries  27  19 

- Reinsurers  3  16 

Other receivables  38  52 

Accrued assets:
- Accrued interest  252  229 

- Other accrued assets  44  118
   

Total 304  473

14  Cash and cash equivalents

Cash and cash equivalents include demand deposits at De Nederlandsche Bank, deposits of REAAL Verzekeringen at other banks and loans and 
advances by SNS Bank to credit institutions with a term of less than three months.

Cash and cash equivalents can be specified as follows:

In € millions 2005 2004

Deposits at the central bank 383  355 

Short-term bank balances  615  632 

Cash  78  87
   

Total 1,076  1,074
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Liabilities and equity 

15  Shareholders’ equity

In € millions 2005 2004

Group equity 2,528  1,880

For more detailed information on shareholders’ equity please refer to ‘Consolidated statement of changes in shareholders’ equity’. 
			 

16  Participation certificates and subordinated debts
								      

In € millions 2005 2004

Participation certificates 298  298 

Subordinated debts  1,318  1,145
   

Balance as at 31 December 1,616  1,443

Participation certificates	 	 	 	 	 	 	 	 	 	 	 	
This item includes participation certificates issued by SNS Bank to third parties. The certificates have an open-ended term, with SNS Bank 
maintaining the right to early redemption in full after 10 years, provided permission is given by DNB. Dividend in the form of a coupon rate is fixed 
over a period of 10 years and equal to the CBS return on 9-10 year Government bonds with a surcharge (CBS: Central Bureau of Statistics/Statistics 
Netherlands). 
												          

2005 2004

Subordinated debts 
Bond loans 1,138  951 

Private loans  133  142
  

1,271  1,093 

Final bonus account  47  52
   

Total 1,318  1,145

Balance sheet value Nominal value Nominal value

2005 2004

Bond loans
SNS REAAL 7.250% 1996-2006 114 114 114 

SNS Bank 6.250% 1997-2009  137  136  136 

SNS Bank 5.125% 1999-2011  115  116  116 

SNS Bank 4.000% 1999-2019  5  5  5 

SNS Bank Variable 2000-2010  ‑‑  ‑‑  50 

SNS Bank Variable 2000-2010  ‑‑  ‑‑  50 

SNS Bank Variable 2001-2011  80  81  81 

SNS Bank 7.625% Perpetual  80  80  80 

SNS Bank 5.750% Perpetual  199  200  200 

SNS Bank Variable 2003-2013  110  110  110 

SNS REAAL Variable 2005-2012  198  200  ‑‑

SNS Bank Variable 2005-2015  100 100 ‑‑
    

Total 1,138 1,142  942 

The two perpetually subordinated bond loans mentioned above have a term that is basically open-ended. However, both loans will be reassessed 
after 10 years, when the new interest rate will be set. At that time, redemption can be opted for.							     
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Private loans		 	 	 	 	 	 	 	 	 	 	
The private loans were concluded by SNS Bank N.V. and form part of the qualifying capital in assessing the solvency of SNS Bank N.V. by DNB.		
										        
The average interest rate amounts to 6.3% (2004: 6.3%). 											         
													           
Final bonus account	 	 	 	 	 	 	 	 	 	 	 	
The final bonus account commitments were entered into by REAAL Verzekeringen N.V. and form part of the qualifying capital in assessing the 
solvency of REAAL Verzekeringen N.V. by DNB.												          

The final bonus account is largely of a long-term nature.											         
							     
17  Debt certificates

Debt certificates concern bonds and other debt certificates with a fixed or variable interest rate insofar as not subordinated. 

The debt certificates have an average interest rate of 3.1% (2004: 3.9%). 

SNS REAAL has securitised a portion of the mortgage loans. With these securitisation transactions, as part of the Hermes programme, the 
beneficial ownership of mortgage loans is transferred to separate companies. These loans are transferred at nominal value plus a deferred sale 
price. A positive result within the separate companies creates a positive value for the deferred selling price. SNS REAAL retains an economic 
interest in the Hermes companies in this context, and has fully consolidated these companies in its consolidated financial statements. 

The Hermes transactions with effect from Hermes III have what is called a ‘ call + step-up’ structure. This means that after a specific date, the 
company will have the right to redeem the bonds prematurely. Additionally, at this specific date, the coupon on the bonds will be subject to a rise 
in interest rate (step-up). Under normal market conditions, this will create an economic incentive to redeem the bonds prematurely. A summary 
of the securitisation under the Hermes programme is as follows:

Initial principal Date of 
securitisation

Principal 
Dec. 31st 2005

Principal 
Dec.  31st 2004

First 
call-option date

Contractual 
date of expiry

As at 31 December 2005, 
the following portfolios were 
outstanding:
Hermes I 437 Nov 1999 130 184 n.a. Jul 2009
Hermes II 665 Nov 2000 237 336 n.a. Apr 2012
Hermes III 900 Jun 2001 329 442 18 Jul 2009 Jun 2009
Hermes IV 800 Nov 2001 305 402 18 Jul 2009 Oct 2033
Hermes V 1,100 Nov 2002 561 742 18 Jan 2011 Oct 2034
Hermes VI 1,250 May 2003 701 922 18 Nov 2009 May 2035
Hermes VII 1,250 Sep 2003 1,172 1,255 18 Feb 2010 Nov 2037
Hermes VIII 1,250 May 2004 1,209 1,234 18 Nov 2013 May 2038
Hermes IX 1,500 May 2005 1,460 -- 18 Feb 2014 May 2039
Hermes X 1,500 Sep 2005 1,481 -- 18 Mar 2015 Sep 2039

    
Total 10,652 7,585 5,517

Except for a subordinated loan extended to Hermes I, with an outstanding principal sum of € 4.1 million at year-end 2005 (2004: € 4.8 million), no 
debts securities are held at SNS REAAL that are issued by a Hermes company. 
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18  Technical provisions, insurance operations and reinsurance contracts

In € millions Gross Reinsurance

2005 2004 2005 2004

Provision for life insurance obligations (a) 8,579  8,136  196  197 

Unamortised interest rate rebates (b)  (132)  (150)  ‑‑  ‑‑

Provision for profit-sharing, bonuses and rebates (c)  9  9  ‑‑  ‑‑
    

Life, for own account and risk 8,456  7,995  196  197

Provision for life insurance obligations (d) 3,461  2,845  ‑‑  ‑‑
    

Life, on behalf of policyholders 3,461  2,845  ‑‑  ‑‑

Provision for premium shortfalls and current risks (e) 3  1  1  ‑‑

Provision for unearned premiums (f )  85  66  2  ‑‑

Provision for payable claims (g)  570  364  151  67 

Provision for events incurred not yet reported (h)  83  59  15  5 
    

Non-life 741  490  169  72

     
Total 12,658  11,330  365  269

The technical provisions for insurance operations are largely of a long-term nature.

Profit sharing Non-profit sharing Total

2005 2004 2005 2004 2005 2004

a  Provision for life insurance obligations

Gross
Balance as at 1 January 2,086  2,004  6,050  5,675  8,136  7,679 

Acquisitions  38  ‑‑  93  194  131  194 

Payments  (159)  (252)  (596)  (671)  (755)  (923)

Premiums received  191  241  737  625  929  866 

Interest added  85  80  272  275  357  355 

Technical result  (19)  (18)  (64)  (18)  (83)  (36)

Changes in other assumptions or principles  ‑‑  ‑‑  ‑‑  30  ‑‑  30 

Other changes  (11)  31  (124)  (60) (136)  (29)
       

Balance as at 31 December 2,211  2,086  6,368  6,050  8,579  8,136

Reinsurance component
Balance as at 1 January ‑‑  ‑‑  197  220  197  220 

Payments  ‑‑  ‑‑ (18)  (15)  (18)  (15)

Premiums received  ‑‑  ‑‑  21  16  21  16 

Interest added  ‑‑  ‑‑  11  9  11  9 

Technical result  ‑‑  ‑‑ (11)  (3) (11)  (3)

Other changes  ‑‑  ‑‑ (4)  (30) (4)  (30)
       

Balance as at 31 December ‑‑  ‑‑  196  197  196  197
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Life 
own risk

2005 2004

b  Unamortised interest rate rebates

Gross
Balance as at 1 January 150  145 

Rebates given in financial year  13  41 

Amortised in the result  (31)  (36)
   

Balance as at 31 December 132  150 

Life 
own risk

2005 2004

c  Provision for profit-sharing, bonuses and rebates

Gross
Balance as at 1 January 9  10 

Profit sharing, bonuses and rebates given in the financial year  ‑‑  (1)
   

Balance as at 31 December 9  9 

Gross

2005 2004

d  Technical provisions for insurance policies on behalf of policyholders
Balance as at 1 January 2,845  3,143 

Acquisitions  255  ‑‑

Premiums received  514  506 

Payments (397)  (735)

Interest added  22  34 

Exchange rate differences  338  106 

Technical result (31) (29)

Other changes (85)  (180)
   

Balance as at 31 December 3,461 2,845

The technical insurance provisions with policyholders bearing the investment risk are linked to the investments for insurance products on behalf of 
policyholders.

Gross Reinsurance

2005 2004 2005 2004

e  Provision for premium shortfalls and current risks
Balance as at 1 January 1  1  ‑‑  ‑‑

Acquisitions  2  ‑‑  1  ‑‑
     

Balance as at 31 December 3  1  1  ‑‑
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Gross Reinsurance

2005 2004 2005 2004

f  Provision for unearned premiums
Balance as at 1 January 66  60  ‑‑  ‑‑

Acquisitions  31  ‑‑  7  ‑‑

Additions during the year  57  65  ‑‑  ‑‑

Releases added to the result  (69)  (59) (5)  ‑‑
     

Balance as at 31 December 85  66  2  ‑‑

Gross Reinsurance

2005 2004 2005 2004

g  Provision for payable claims
Balance as at 1 January 364  377  67  32 

Acquisitions  210  ‑‑  81  ‑‑

Claims reported, current period  207  193  14  9 

Claims reported, prior periods  (16) (24) (12)  20 

Claims paid, current period (155) (131) (13) (7)

Claims paid, prior periods (52)  (51) (13) (1)

Release added to the result  (6) (3)  8  12 

Interest added  12  9  10  8 

Other changes  6  (6)  9  (6)
     

Balance as at 31 December 570  364  151  67

Gross Reinsurance

2005 2004 2005 2004

h  Provision for events incurred not yet reported  
Balance as at 1 January 59  68  5  4 

Acquisitions  33  ‑‑  11  ‑‑

Additions during the year  15  14  3  2 

Release added to the result (24) (23) (4) (1)
     

Balance as at 31 December 83  59  15  5

19  Provision for employee benefits

In € millions 2005 2004

Cash value of financed commitments 86  1,446 

Fair value of fund investments  27  1,168
  

Cash value of net commitments 59  278

Unrecorded actuarial gains and losses (2) (111)

Pension provision for former Zurich employees  ‑‑  11 

Commitment by virtue of staff discounts  16  9 

Other  3  ‑‑
   

Total 76  187
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As at 1 January 2005, the defined-benefits scheme (average pay) for staff, except for the former staff of Zurich and NHL, was converted to a 
defined-contribution scheme. The Group pays a fixed agreed contribution under this scheme. Because there is further no legally enforceable 
obligation to make additional contributions, the pension entitlements and the corresponding investment are no longer recognised in the balance 
sheet. The same applies to the actuarial losses (€ 111 million) not recognised at year-end 2004; these are no longer charged to the Group’s result or 
equity. 

2005 2004

Movement of the Provision for employee benefits
Commitments by virtue of defined-benefit entitlements as at 1 January 187  303 

Acquisitions  12  ‑‑

Premiums payed (64) (173)

Reclassification from technical provision  34  ‑‑

Transfer to Pension Fund  (144)  ‑‑

Cost recorded in profit and loss account  59  57 

Release added to the result  (8)  ‑‑
   

Total 76  187

Following the transition to a defined-contribution scheme, a transfer of € 144 million was made to Stichting Pensioenfonds SNS REAAL.

The remaining portion of € 6 million of the average-pay provision was released.

2005 2004

Charge included in the income statement
Current service costs 50  48 

Interest on the liability  1  60 

Expected return on fund investments  ‑‑ (51)
   

Total 51  57

20  Other provisions

In € millions Bank Insurance Group activities Total

2005 2004 2005 2004 2005 2004 2005 2004

Reorganisation provision 14  16  5  14  1  5  20  35 

Other provisions  9  13  1  2  14  0  24  15
         

Total 23  29  6  16  15  5  44  50

Other provisions as at year-end 2005 include € 19 million (2004: € 13 million) for legal actions and tax claims.

Reorganisation 
provision

Other
provisions

Total

2005 2004 2005 2004 2005 2004

Balance as at 1 January 35  54  15  5  50  59 

Additions  11  14  18  12  29  26 

Withdrawals (19) (21)  (8)  (4) (27) (25)

Releases  (7) (12) (1)  ‑‑ (8) (12)

Other changes  ‑‑  ‑‑  ‑‑  2  ‑‑  2
       

Balance as at 31 December 20  35  24  15  44  50
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21  Savings	 	 	 	 	 	 	 	 	 	 	

The Savings item comprises balances of savings accounts, savings deposits and term deposits of private clients. This item does not include interest 
payable on savings.

22  Other amounts due to customers
			 

In € millions Bank Insurance Group activities Elimination Total

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Non-current debt 2,295  1,996  369  330  67  101  (666) (568)  2,065  1,859 

Demand deposits  4,815  4,580  ‑‑  ‑‑  460  379 (646) (823)  4,629  4,136 

Mortgage deposits  384  351  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  384  351 
           

Total 7,494  6,927  369  330  527  480  (1,312) (1,391)  7,078  6,346

23  Amounts due to credit institutions

In € millions Bank Insurance Group activities Elimination Total

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Due on demand 254  77  ‑‑  ‑‑  108  77  (26) (59)  336  95 

Deposits and certificates  2,849  2,218  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  2,849  2,218 

Other  ‑‑  ‑‑  425  129  ‑‑  ‑‑  (191)  ‑‑  234  129
           

Total 3,103  2,295  425  129  108  77 (217) (59)  3,419  2,442

24  Other tax liabilities

Concerns liabilities in connection with wage tax, social security charges, value added tax and corporation tax.

25  Other liabilities											         

In € millions 2005 2004

Debts in relation to direct insurance 144  166 

Debts to reinsurers  (7)  18 

Other liabilities  412  792 

Accrued liabilities:
- Accrued interest  721  678 

- Other accrued liabilities  89  60
   

Total 1,359  1,714

Off-balance sheet commitments

In € millions 2005 2004

Contingent liabilities
Commitments regarding sureties and guarantees issued 108  106 

Commitments arising from irrevocable facilities 1,334  1,301

In order to meet its clients requirements, SNS REAAL offers loan-related financial products, such as securities and guarantees. The underlying 
value of these products is not accounted for as assets or liabilities in the balance sheet. For these products, the underlying value indicates the 
maximum potential credit risk incurred by SNS REAAL, assuming that all its counterparties would default on their contractual obligations and all 
existing sureties would be worthless.									       

Guarantees concern both credit replacement and non-credit replacement guarantees. It is expected that the majority of guarantees will expire 
without any claim being made against them and will therefore not cause any future cash flows.
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The irrevocable facilities consist mainly of credit facilities granted to clients, but which have not yet been used. These facilities are granted for a 
specified period and at a floating interest rate. The majority of the irrevocable credit facilities that have not yet been used have sureties pledged 
for them.	

Earn-out scheme of NHL
Pursuant to the acquisition of NHL, it has been agreed contractually that a significant portion of both the positive and negative run-off results of 
the portfolio as at 31 December 2004 will be for the account of the former owner for a period of five years.

Rental commitments	 	 	 	 	 	
The future rental commitments arising from operating lease contracts as at 31 December are as follows:					   

2005 2004

2006 5  5 

2007 3  3 

Legal proceedings	 	 	 	 	 	
SNS REAAL is involved in legal proceedings. Although it is impossible to predict the result of pending or threatened legal proceedings, on the basis 
of information currently available and after consulting legal advisors, the Group Executive Board believes that the results of these proceedings are 
unlikely to adversely materially affect the financial position or results of SNS REAAL’s activities.

Without prejudice to the aforementioned, we should point out the following:
								      
SNS Bank has extended loans to a number of clients of an intermediary in the field of financial services. This intermediary advised its clients to 
invest part of the loan in, among other things, investment funds and securities lease products (neither from SNS REAAL). When the income turned 
out to be less than expected because of the deteriorating stock exchange climate, clients started legal action against the intermediary in question 
and the financial service provider that had offered the securities lease products. Some clients are claiming compensation from SNS Bank. The 
majority of these claims have been settled. However, it is not certain whether it will be possible to settle the remaining claims, and it is possible 
that more claims could follow. In connection with this risk, SNS Bank formed a provision in 2005.

SNS Bank used to offer securities lease products in the past. Other than with most of the securities lease products of other providers, these 
concerned guarantee products. The guarantee does not cover the amount payable by the investor for interest and expenses. For this reason some 
clients filed claims. They argue that the product information was misleading on this point. In addition, a number of investors appeal to the fact 
that their spouses had not signed the agreements and/or that the Consumer Credit Act has been breached. Most of the claims have been settled. 
A number of clients have started legal proceedings. Only in one instance has it been ruled that SNS Bank did not make it sufficiently clear that not 
all the amounts invested by the investor (being interest of up to a maximum of € 6,000 per contract and costs) were covered by the guarantees. 
The verdict was that SNS Bank did not have to pay all the damage incurred because the fact that the applicant had not made any enquiries can be 
imputed to him/her. SNS Bank was ordered to pay a portion of the amount claimed. In connection with the risk that SNS Bank has to compensate 
investors, SNS Bank formed a provision in 2005.
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Notes to the consolidated income statement 
 
Income

26  Interest income, banking operations

In € millions 2005 2004

Interest income, banking operations 1,996  2,111 

Interest charges, banking operations  1,374  1,518
   

Total 622  593

Interest income, banking operations
Interest income from banking operations includes income arising from lending activities and related transactions, as well as related commission 
and other income of an interest-related nature. This also includes results on financial instruments insofar as these serve to reduce interest rate 
risks.		

2005 2004

Mortgage receivables 1,723  1,774 

Other loans and advances to clients  171  207 

Loans and advances to credit institutions  49  36 

Investments  52  72 

Other  1  22
   

Total 1,996  2,111

Interest charges, banking operations
Interest charges from banking operations includes costs arising from the borrowing funds and related transactions, as well as other costs of an 
interest-related nature.

2005 2004

Debt certificates 675  849 

Participation certificates and subordinated debts  58  60 

Savings  363  343 

Amounts due to customers  250  246 

Amounts due to credit institutions  28  20
   

Total 1,374  1,518
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27  Net premium income

Net premium income concerns insurance premiums net of reinsurance premiums.

In € millions Total

2005 2004

Regular life premiums  859  780 

Reinsurance premium life  21  19
  

 838  761

Single premium life  584  593 

Reinsurance premium life  ‑‑  ‑‑
  

 584  593
  

Net premium income life  1,422  1,354

Non-life insurance  346  317 

Reinsurance premium non-life  23  21
  

Net premium income non-life  323  296 
   

Total  1,745  1,650

28  Net commission and management fees

This item includes fees for services rendered, insofar as these are not of an interest-bearing nature.	

In € millions Bank Insurance Eliminations Total

2005 2004 2005 2004 2005 2004 2005 2004

Money transfer activities 22  22  ‑‑  ‑‑  ‑‑  ‑‑  22  22 

Securities  18  12  ‑‑  ‑‑  (7) (8)  11  4 

Insurance  40  35  22  12  (21) (17)  41  30 

Management fees  46  40  11  11  ‑‑  ‑‑  57  51 

Other activities  12  12  10  8  ‑‑  ‑‑  22  20
        

138  121  43  31  (28) (25)  153  127 

Commission and management fees due  24  12  ‑‑  ‑‑  ‑‑  ‑‑  24  12
         

Total 114  109  43  31 (28) (25)  129  115

29  Investment income

In € millions Bank Insurance Group activities Eliminations Total

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Investments fair value 
through profit and loss 18  21  1  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  19  21 

Investments available for sale  8  ‑‑  188  328  ‑‑ (1)  2  ‑‑  198  327 

Investments held to maturity  ‑‑  ‑‑  88  ‑‑  ‑‑  ‑‑  ‑‑  88  ‑‑

Loans and receivables  ‑‑  ‑‑  245  279  34  72  (54)  (70)  225  281 

Investment property  ‑‑  ‑‑  23  11  ‑‑  ‑‑ (4)  ‑‑  19  11
           

Total 26  21  545  618  34  71 (56) (70)  549  640

In 2004, investment income from fixed-interest securities was not split into available for sale or held to maturity, but was entirely classified as 
available for sale.

F-70



SNS REAAL  Financial Statements 2005  notes to the consolidated income statement 165SNS REAAL  Financial Statements 2005  notes to the consolidated income statement

In
ve

st
m

en
ts

 
fa

ir 
va

lu
e 

th
ro

ug
h 

pr
ofi

t a
nd

 lo
ss

In
ve

st
m

en
ts

 
av

ai
la

bl
e 

fo
r s

al
e

In
ve

st
m

en
ts

 h
el

d 
to

 m
at

ur
it

y

Lo
an

s 
an

d 
re

ce
iv

ab
le

s

In
ve

st
m

en
t 

pr
op

er
ty

To
ta

l

2005 2004

Composition of result on 
investments
Interest 6 103 88 219 ‑‑ 416 473 

Dividend  ‑‑  7  ‑‑  ‑‑  ‑‑ 7  14 

Rent  ‑‑  ‑‑  ‑‑  ‑‑  13  13  14 
       

 6  110  88  219  13 436  501 

Realised gains 18  88  ‑‑  6  ‑‑ 112 81

Unrealised gains (5)  ‑‑  ‑‑  ‑‑  6 1  58 
       

 13  88  ‑‑  6  6 113 139
        

Total  19  198  88  225  19 549  640 

Rent from investment property includes both the rental income and the directly attributable operating expenses. The operating expenses 
amounted to € 5 million (2004: € 5 million).
										        
30  Investment income on behalf of policyholders

In € millions Insurance Total

2005 2004 2005 2004

Interest 86  33  86  33 

Dividend  26  29  26  29 
    

112  62  112  62

Revaluations 282  64  282  64
     

Total 394  126  394  126

	
31  Result on derivatives and other financial instruments

In € millions Bank Insurance Total

2005 2004 2005 2004 2005 2004

Foreign exchange gains and losses 1  1  ‑‑  ‑‑  1  1 

Result on derivatives  26  ‑‑ (2)  ‑‑  24  ‑‑

Other financial instruments  6  (8)  ‑‑  ‑‑  6  (8)
       

Total 33 (7) (2)  ‑‑  31  (7)
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32  Other operating income

This includes income from securities and participating interests and all income that cannot be accounted for under other headings.	
		

In € millions Bank Insurance Group activities Eliminations Total

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Income from securities and 
participating interests ‑‑  ‑‑  ‑‑  5  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  5 

Other income  (4)  2  5  5  ‑‑  2  ‑‑  (1)  1  8
           

Total (4)  2  5  10  ‑‑  2  ‑‑  (1)  1  13
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Expenses

33  Technical expenses on insurance contracts

Technical expenses on insurance contracts include: reinsurance premiums, additions to insurance provisions, payouts, surrender of policies, claims 
and claim handling costs. Profit-sharing and rebates are also included.

In € millions 2005 2004

Life insurance expenses:
- Payments for own account 737  908 

- Change in technical provisions for own account  356  288 

- Profit-sharing and rebates  55  54
  

1,148  1,250 

Non-life insurance expenses:
- Claims for own account  181  173 

- Change in provision for payable claims  (10) (21)

- Change in provision for unearned premiums (6)  2 

- Profit-sharing and rebates  ‑‑  2
  

165  156
   

Total 1,313  1,406

34  Technical expenses on insurance contracts on behalf of policyholders

Expenses concerning insurance contracts on behalf of policyholders include: reinsurance premiums, additions to insurance provisions, payouts, 
surrender of policies, claims and claim handling costs. Profit-sharing and rebates are also included. 

In € millions 2005 2004

Life insurance expenses:
- Payments for account of policyholders 397  735 

- Change in technical provisions for account of policyholders  361  (313)

- Profit-sharing and rebates  24  9
   

Total 782  431

											         
35  Acquisition costs for insurance operations

In € millions Insurance Eliminations Total

2005 2004 2005 2004 2005 2004

Life insurance 103  66  (4) (4)  99  62 

Non-life insurance  85  74  (17) (14)  68  60
       

Total 188  140 (21) (18)  167  122

Acquisition costs include amortisation on capitalised acquisition costs for an amount of € 48 million (2004: € 35 million).				  
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36  Value adjustments on financial instruments and other assets

This item includes value adjustment for bad debts and value adjustments to fixed assets.	
	 	 	

In € millions Value adjustments Reversals Total

2005 2004 2005 2004 2005 2004

Investments 2  ‑‑  2  ‑‑  ‑‑  ‑‑

Loans and advances to customers  60  71  ‑‑  ‑‑  60  71
       

Total 62  71  2  ‑‑  60  71

	 	 	 	 	 	 	 	
37  Staff costs

In € millions Bank Insurance Group activities Total

2005 2004 2005 2004 2005 2004 2005 2004

Salaries 153  155  77  83  36  29 266  267 

Pension costs  34  35  18  18  (1)  4  51  57 

Social costs  18  18  9  9  3  2  30  29 

Other staff costs  53  43  23  41  20  14  96  98
         

Total 258  251  127  151  58  49  443  451

2005 2004

The pension costs for own staff break down as follows:
- Pension premiums 59  ‑‑

- Interest charge  ‑‑  60 

- Increase in cash value of entitlements  3  50 

- Members’ contributions  (3) (2)

- Expected income from investments  ‑‑ (51)

- Release (8)  ‑‑
   

Total 51  57

2005 2004

Employees
The average number of staff calculated on the basis of full-time equivalents:
- SNS Bank 3,158  3,328 

- REAAL Verzekeringen 1,732  1,749 

- Group / SNS REAAL Invest  446  306
   

Total 5,336  5,383

SNS Reaal has not issued any options to management or staff.										        
	
Remuneration of Executive Board and Supervisory Board
	 	
General policy												          
The policy pursued by SNS REAAL with respect to the remuneration of the members of the Executive Board is in line with that of other managers 
within the group. The policy is aimed at attracting and retaining high-quality people and to motivate them, in accordance with the strategic and 
derived financial objectives. The remuneration of the Executive Board is decided by the Supervisory Board. 			 
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The table below provides an overview of the salaries and bonuses of the individual members of the Executive Board.	

In € thousands Regular 
payments

Deferred 
payment

Severance 
payment

Profit-sharing & 
bonuses

Total

Remuneration of the Group Executive Board 
in 2005 
S. van Keulen 575 132 ‑‑ 223 930

C.H. van den Bos  438 100  ‑‑  168  706 

M.W.J. Hinssen  438 100  ‑‑  168  706

R.R. Latenstein van Voorst  438 100  ‑‑  156  694
      

Total 1,889  432  ‑‑  715 3,036

Remuneration of the Group Executive Board 
in 2004 
S. van Keulen 563 189 ‑‑ 193 945 

C.H. van den Bos  428  127  ‑‑  145  700 

M.W.J. Hinssen  428  96  ‑‑  145  669 

R.R. Latenstein van Voorst  396  62  ‑‑  124  582 
      

Total  1,815  474  ‑‑  607  2,896 

											         

In € thousands As member 
of the Board

As member 
of a committee

Total

Remuneration of the Supervisory Board in 2005 
J.L. Bouma 38 18 56

H.M. van de Kar  30 15 45

J.V.M. van Heeswijk  25 8 33

J. den Hoed  25 8 33

D. Huisman  25 8 33

S.C.J.J. Kortmann  25 8 33

H. Muller  25 11 36
    

Total 193 76 269

Remuneration of the Supervisory Board in 2004 
J.L. Bouma 37 6 43 

H.M. van de Kar  30  6  36 

J.V.M. van Heeswijk  25  10  35 

J. den Hoed  25  5  30 

D. Huisman  25  10  35 

S.C.J.J. Kortmann  25  6  31 

H. Muller  25  9  34 
    

Total 192  52 244

In € thousands Average interest rate 2005 2004

Mortgage loans to executive and supervisory directors 
S. van Keulen 5.5% 194 197 

M.W.J. Hinssen 4.6%  558  567 

H.M van de Kar 6.6%  120 120

J.V.M. van Heeswijk 4.0%  90 90

S.C.J.J. Kortmann 4.4%  117 113

H. Muller 6.7%  68  68 
    

Total 1,147  1,155 
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38  Other operating expenses

In € millions Bank Insurance Group activities Total

2005 2004 2005 2004 2005 2004 2005 2004

Accommodation costs 29  30  7  5  6  5  42  40 

IT costs  21  20  ‑‑  ‑‑  9  7  30  27 

Marketing and public relations costs  29  25  12  18  2  2  43  45 

External consultancy costs  7  7  4  4  14  18  25  29 

Other expenses  86  78  46  33  (71) (34)  61  77
         

Total 172  160  69  60 (40) (2)  201  218

39  Other interest charges	 	 	 	 	

This includes interest expenses related to non-banking activities, which are attributable to the financial year.

In € millions Insurance Group activities Eliminations Total

2005 2004 2005 2004 2005 2004 2005 2004

Bond loans ‑‑  ‑‑  17  37  ‑‑  ‑‑  17  37 

Private loans  18  19  11  24  (17) (41)  12  2 

Interest on deposits of reinsurers  15  11  ‑‑  ‑‑  ‑‑  ‑‑  15  11 

Other interest charges and investment costs  8  25  21  15 (13) (15)  16  25
         

Total 41  55  49  76 (30) (56)  60  75

40  Share in the result of associated companies

This includes the share in the net profit of the associated companies.	
				  
41  Taxes

In € millions 2005 2004

Tax due on profit:
 - Financial year 103  80 

 - Adjustments for prior years  (7)  ‑‑

Deferred taxes:
 - Origin and settlement of temporary differences (5) (19)

 - Change in the tax rate  2  9 
   

Total  93  70

Reconciliation between statutory and effective tax rate:
- Operating profit before taxation 416 357

- Nominal tax rate 31.5% 34.5%

Nominal tax amount 131  124 

Effect of participation exemption (30) (49)

Revaluation of deferred taxes in connection with a change in the tax rate  2  15 

Prior year adjustments (including release of tax provision)  (7) (19)

Other tax facilities (3) (1)
   

Total 93  70

Effective tax rate 22.4% 19.6%

It has been announced in the tax plans for 2006 that the corporation tax rate will be reduced from 31.5% to 29.6%. This has resulted in the deferred 
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corporate income tax. The effect of this is accounted for under ‘Revaluation of deferred taxes in connection with a change in the tax rate’.

42  Net earnings per ordinary share

In € millions 2005 2004

Net earnings 323  288 

Weighted average number of issued shares (in millions) 209 209

Dilution (in millions)  ‑‑ ‑‑
   

Average number of ordinary shares adjusted for dilution (in millions) 209 209

Earnings per share (in euros)  1.55  1.38
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Implementing IFRS

The 2005 financial statements of SNS Reaal have been prepared in accordance with International Financial Reporting Standards as adopted for use 
in the EU. The comparative figures for 2004 have been restated in accordance with IFRS, with the permitted exception of IAS 32 and 39 and IFRS 4. 
This means that the comparative information with respect to financial instruments and insurance contracts is prepared primarily on the basis of 
the old accounting principles of SNS REAAL. As a result, the figures in this transitional year are not so easy to compare.		
		
The summaries below separately show the effects of the adoption of IFRS on 1 January 2004 and the application of IAS 32 and 39 and IFRS 4 on 1 
January 2005.		

In € millions 1 January 2005 1 January 2004

Reconciliation of shareholders’ equity
Shareholders’ equity under SNS REAAL GAAP 1,962  1,643 

Equity adjustments following implementation of IFRS
Pension provision (111) (111)

Fund for General Banking Risks     70  70 

Revaluation of buildings (14) (14)

Participation certificates tax effect  (6)  ‑‑

Provisions  1  1
   

 (60) (54)

Impact of IFRS Adjustment to the 2004 results (22)

Equity adjustments following implementation of IAS 32 and 39 and IFRS 4
Investment portfolio  137 

Internal acquisition costs  32 

Funding (40)

Mortgages  24 

Provision for bad debts (15)

Derivatives  22 

Other (1)
 

 159 

   
Shareholders’ equity under IFRS 2,039  1,589

Changes in accounting policies

SNS REAAL has implemented IFRS with retrospective effect using the following transitional provisions:
§	� Goodwill is only capitalised for acquisitions after 1 January 2004. Goodwill on acquisitions before that date was charged to equity and not 

adjusted.		
§	� Hedge accounting is applied to hedges that satisfy the hedge-accounting criteria of IAS 39 as at 1 January 2005.
§	� Actuarial losses on pensions and other employee benefits that were not taken to the result are charged to equity as at 1 January 2004.		

Explanation of differences between IFRS and SNS REAAL GAAP

An explanation is given below of the differences between the accounting policies as applied to the 2004 financial statements (SR GAAP) and IFRS 
(as applied with effect from 2005):
§	� Differences between SNS REAAL GAAP and IFRS, excluding IFRS 4, IAS 32 and IAS 39, which were applied with effect from 1 January 2004 to the 

comparative figures for 2004;		
§	� Differences arising from the implementation of IFRS 4, IAS 32 and IAS 39 as at 1 January 2005.		
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Differences between SNS REAAL GAAP and IFRS excluding IFRS 4, IAS 32 and IAS 39.

Securitisation
The securitised mortgage portfolio is consolidated with effect from 2004 (implementation of IFRS).

Goodwill
Under SR GAAP, goodwill was charged to shareholders’ equity. Goodwill charged to shareholders’ equity before 1 January 2004 is not adjusted. 
Under IFRS, goodwill is capitalised and subject to a regular impairment test.

Real estate - Investment property
Under IFRS, investment property is measured at fair value with value adjustment taken to the result. Under SR GAAP, investment property was also 
carried at fair value, but value adjustments were taken to the revaluation reserve in shareholders’ equity. Under SR GAAP, the cumulative 
revaluation upon disposal was taken to the result.

Real estate - In own use
Under both IFRS and SR GAAP, property in own use is measured at fair value, with value adjustments, taking into account deferred taxes, are taken 
to shareholders’ equity (revaluation reserve). Under IFRS, a depreciation charge on property in own use, based on the economic life and taking into 
account a residual value, is accounted for in the income statement. Under SR GAAP, property in own use at REAAL Verzekeringen is not 
depreciated. Under SR GAAP, property in own use was included in Investment property. Under SR GAAP, the portion of the revaluation reserve 
related to the disposal is taken to the result upon disposal. Under IFRS, the revaluation reserve is released in the other reserves.

Staff pension provisions
The measurement bases for pensions are different under IFRS. Under IFRS, IAS 19 is applied, whereas under SR GAAP, RJ 271 was applied. 
In addition, on 1 January 2005 the pension scheme was converted from a defined-benefit scheme to a defined-contribution scheme. 
Upon transition to IFRS, actuarial losses on pensions and other employee benefits that had not been taken to the result as at 1 January 2004 were 
charged to shareholders’ equity.

Fund for general banking risks
Under SR GAAP, a fund for general banking risks was kept. Under IFRS, this fund has been added to other reserves.

Classification of equity instruments
Under SR GAAP, participation certificates of SNS Bank were classified as shareholders’ equity. At consolidated level, this concerns a third-party 
interest. Under IFRS, these instruments are recognised as a liability. Payments to holders of participation certificates are stated as interest under 
IFRS. Under SR GAAP, they were part of the profit distribution. Because of this change, the comparative figures for 2004 have been restated. 
With respect to solvency reporting, this item remains part of the available qualifying capital.

Taxes
Deferred taxes have been adjusted in accordance with the above differences between SR GAAP and IFRS.

Difference arising from the implementation of IFRS 4, IAS 32 and IAS 39 as at 1 January 2005.

On 1 January 2005, IAS 32 and 39 and IFRS 4 were also applied for the first time under IFRS. The cumulative effect of this is stated in shareholders’ 
equity, taking account of deferred taxes.

Participating interests
Under SR GAAP, participating interests were measured at acquisition price or lower market value. Under IFRS, participating interest over which 
SNS REAAL does not have significant influence are measured at fair value, with value adjustment taken to the revaluation reserve in shareholders’ 
equity.

Investments

Under IFRS, investments are divided into the following four categories:
§	� Investments at fair value through profit and loss. This category includes trading positions held. Measurement under IFRS is the same as under 

SR GAAP, which is the stock market price on the final reporting day; however, the provisions for impairment are based on stricter methods. In 
addition, under SR GAAP at REAAL Verzekeringen, unrealised and realised value adjustments on equities, taking into account deferred taxes, 
were taken to the revaluation reserve. From this, an amount was stated in the income statement as supplement to the dividend (indirect return 
method). Under IFRS, the realised gains and losses on equities are taken directly to the income statement

§	� Available for sale. This category includes the listed debt instruments that are not part of the trading portfolio and that are also not held to 
maturity. These debt instruments are stated at fair value. Under IFRS, value adjustments, taking into account deferred taxes, are taken to the 
revaluation reserve in shareholders’ equity, while realised gains and losses are taken to the income statement. Under SR GAAP, these 
instruments are stated at redemption value. The difference between the redemption value and the purchase price (share premium or discount) 
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is included under deferred assets or deferred liabilities, as appropriate, and is taken to the income statement as interest income in proportion 
to the residual term to maturity of the related asset. Gains or losses are taken to the income statement as interest income on the basis of the 
weighted average term of the portfolio concerned.

§	� Held to maturity. Under IFRS, these loans are stated at amortised cost. The balance of expenses and commission (paid and received) is 
capitalised and amortised according to effective return method. The management has designated a portion of the bond portfolio of 
REAAL Verzekeringen as ‘held to maturity’. Under SR GAAP, these bonds were stated at redemption value. Share premium and discount were 
recognised in a straight line in the result over the duration.

§	� Loans and receivables. Under IFRS, loans and receivables are measured at amortised cost. Transaction costs and commission form part of the 
initial measurement and are amortised based on the effective return method. Under SNS REAAL GAAP, these items were carried at redemption 
value.

Mortgages 
Under IFRS, mortgages are recognised at amortised cost, and penalty interest is stated in the profit and loss account in the year of receipt and is 
no longer amortised.

Loans, funding and hybrid savings products
Under IFRS, these items are stated at amortised cost. Costs and commission are capitalised and amortised. Under SR GAAP, loans are stated at 
redemption value. The balance of expenses and commission (paid and received) is largely taken directly to the result (for example, handling fees).
Under IFRS, amortisation of premium and discount is based on the effective interest method while, under SR GAAP, they are recognised in a 
straight line in the result. Under IFRS, realised gains and losses are taken to the result. Under SR GAAP, these were amortised over the residual 
term.

Derivatives and embedded derivatives
Under IFRS, derivatives are measured at fair value, including derivatives embedded in contracts, and presented on balance. Both the realised and 
the unrealised gains and losses are taken to the income statement, except in the case of hedge accounting for cash-flow hedging.

Hedge accounting
Under IFRS, changes in the value of derivatives that are part of a cash-flow hedge are recognised in equity, taking into account deferred taxes. 
Upon realisation, these value changes are taken to the income statement in the same period as the result on the hedged instrument is accounted 
for. For fair value hedges, the hedged asset or liability is measured at fair value insofar as it concerns the hedged risk. Value changes are taken to 
the result. These value changes partly compensate the value changes in the income statement of the derivative that serves as hedging instrument. 

Provision for credit risks
Under IFRS, specific provisions for bad debts are based on stricter methods, including the formation of a provision for unidentified bad debts in 
portfolio (IBNR). For business loans, the cash value is determined item by item on the basis of the estimated future cash flows. 

Capitalisation of initial costs
Under SNS REAAL GAAP, capitalised acquisition costs include commission paid for long-term life insurance contracts. Under IFRS, it has been 
decided, more in line with the matching principle, to also capitalise a portion of the internal acquisition costs. The costs are amortised in line with 
the period in which the premiums are realised with a maximum of 12 years. The effect over 2004 is recorded in equity per 1 January 2005. The 
cumulative effect of prior years was not accounted for, as this was considered to be impracticable. By virtue of an exemption upon first-time 
adoption of IFRS, the comparative figures have not been adjusted.

		
The impact of IFRS on the result of SNS REAAL	 	 	
			 
The table below shows that net profit for 2004 under IFRS was € 288 million, compared to net profit of € 310 million on the basis of the accounting 
principles of SNS REAAL. This difference is primarily due to changes in the accounting for pensions.			 
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In € millions 2004

Reconciliation of consolidated net profit
Net profit SNS REAAL GAAP 310 

Adjustment of net profit due to adoption of IFRS
Net interest income  (18)

Staff costs (26)

Result on investments (6)

Taxes  11 

Minority interests  18 

Other  (1)
 

Total adjustment to result following implementation of IFRS (22)

  
Net profit IFRS  288
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Company balance sheet 

In € millions 2005 2004

Assets

Participating interests in subsidiaries 1 2,662  2,148 

Receivables from subsidiaries 2  388  368 

Investments 3  117  ‑‑

Derivatives 4  22  ‑‑

Deferred tax receivables  17  64 

Loans and advances to credit institutions  ‑‑  9 

Other assets  95  41 

Cash and cash equivalents 5  269  225 
   

Total assets  3,570  2,855

Liabilities and equity

Shareholders’ equity: 6
- Issued share capital 340  340 

- Share premium  15  15 

- Revaluation reserve 38 39

- Cash flow hedge reserve 135 ‑‑

- Fair value reserve 203 ‑‑

- Profit sharing reserve 38 ‑‑

- Statutory reserve 97 10

- Other reserves 1,339 1,188

- Retained profit  323  288
  

2,528  1,880 

Subordinated debts 7  419  227
  

Capital base 2,947  2,107 

Debt certificates 8  189  266 

Provision for employee benefits  28  184 

Other provisions  4  5 

Derivatives 4  4  8 

Deffered tax liabilities  6  ‑‑

Other amounts due to customers 9  245  151 

Amounts due to credit institutions 10  108  77 

Other tax liabilities  ‑‑  18 

Other liabilities  39  39 
   

Total liabilities and equity  3,570  2,855

The numbers mentioned with the balance sheet items refer to the notes starting on page 178.
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Company income statement 

In € millions 2005 2004

Result of subsidiaries after taxation 345  317 

Other results after taxes  (22) (29)
   

Net profit 323  288

Earnings per ordinary share (in euros) 11  1.55 1.38

The number mentioned with the income statement item refers to the note on page 182.
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Notes to the company balance sheet 

General
For further details on the accounting policies, reference is made to the general notes to the consolidated financial statements on page 104 and 
following. Insofar as items are not explained in the balance sheet, please refer to the notes to the consolidated balance sheet.

In accordance with section 402, Book 2 of the Netherlands Civil Code, only the result from participating interest after deduction of tax is shown as 
a separate item in the income statement. 

Assets												          
												          
1  Participating interests in subsidiaries

In € millions 2005 2004

SNS Bank 1,440  1,313 

REAAL Verzekeringen  1,190  806 

Other  32  29
   

Total 2,662  2,148

Balance as at 1 January 2,148  1,949 

Effect of conversion to IAS 32 and 39 and IFRS 4  152  ‑‑

Revaluations  191  ‑‑

Released revaluations  (46)  ‑‑

Result  345  317 

Dividend received (131) (143)

Other changes  3  25
   

Balance as at 31 December 2,662  2,148

2  Receivables from subsidiaries 

In € millions 2005 2004

Breakdown by residual term to maturity:
- Payable on demand ‑‑  ‑‑

- > 1 month B 3 months  300  288 

- > 3 months B 1 year  ‑‑  ‑‑

- > 1 year B 5 years  10  ‑‑

- > 5 years  78  80
   

Total 388  368
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3  Investments 
	 	 	 	 	 	 	 	 	 	 	 	

In € millions 2005 2004

Investments available for sale 117 ‑‑

Movement of investments available for sale
Balance as at 1 January ‑‑  ‑‑

Acquisitions and advances  117  ‑‑
   

Balance as at 31 December  117  ‑‑

4  Derivatives
	 	 	 	 	 	 	 	 	 	 	 	

In € millions Debit Credit

2005

Movement derivatives
Balance as at 1 January ‑‑  (8)

Effect of conversion to IAS 32 and 39 and IFRS 4  13  ‑‑

Acquisitions  ‑‑  3 

Value adjustments  8  ‑‑

Exchange differences  1  1 
   

Balance as at 31 December  22 (4)

5  Cash and cash equivalents
 

Cash and cash equivalent include demand deposits at SNS Bank with a term of less than three months.
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Liabilities and equity	
6  Shareholders’ equity

 
In € millions
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Balance on 1 January 2004 340  15  36  ‑‑  ‑‑  ‑‑  15  940  243  1,589 

Transfer of 2003 net profit  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  243  (243)  ‑‑

Other unrealised 
revaluations  ‑‑  ‑‑  1  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  1 

Revaluation transfer in 
connection with realisation 
of revaluations  ‑‑  ‑‑  (3)  ‑‑  ‑‑  ‑‑  ‑‑  3  ‑‑  ‑‑

Net profit 2004  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  288  288 

Other changes  ‑‑  ‑‑  5  ‑‑  ‑‑  ‑‑  (5)  2  ‑‑  2 
           

Balance on 31 December 2004  340  15  39  ‑‑  ‑‑  ‑‑  10  1,188  288  1,880 

Change in accounting 
principles to IAS 32 and 39 
and IFRS 4  ‑‑  ‑‑  ‑‑  52  113  49  47  (102)  ‑‑  159 

Transfer of 2004 net profit  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  288  (288)  ‑‑

Unrealised revaluations from 
cash flow hedges  ‑‑  ‑‑  ‑‑  71  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  71 

Deferred interest income 
from cash flow hedges  ‑‑  ‑‑  ‑‑  12  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  12 

Other unrealised 
revaluations  ‑‑  ‑‑  3  ‑‑  123  ‑‑  ‑‑  ‑‑  ‑‑  126 

Revaluation transfer in 
connection with realisation 
of revaluations  ‑‑  ‑‑  (1)  ‑‑  ‑‑  ‑‑  ‑‑  1  ‑‑  ‑‑

Realisation of revaluations 
via the income statement  ‑‑  ‑‑  ‑‑  ‑‑ (43)  ‑‑  ‑‑  ‑‑  ‑‑  (43)

Change in profit sharing 
reserve  ‑‑  ‑‑  ‑‑  ‑‑  9 (11)  ‑‑  2  ‑‑ --

Net profit 2005  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  ‑‑  323  323 

Other changes  ‑‑  ‑‑  (3)  ‑‑  1  ‑‑  40 (38)  ‑‑  -- 
           

Balance on 31 December 2004  340  15  38  135  203  38  97  1,339  323  2,528

The share premium reserve is recognised for tax purposes.

The statutory reserve was formed for the costs of research and development software capitalised on the balance sheet and the capitalised internal 
acquisition costs.

In total, 208,801,030 shares have been issued and fully paid up. The nominal value of a share is € 1.63.
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7  Subordinated debts 
 
This concerns debts that are subordinated to the other obligations.

In € millions 2005 2004

Bond loan variable interest 2005/2012 198  ‑‑

Bond loan 7.25% 1996/2006  114  114 

Private loans  107  113
   

Total 419  227

Subsidiaries hold subordinated bonds to the value of € 4 million (2004: € 5 million).

The balance of the subordinated loans with a term longer than five years is € 305 million (2004: € 113 million).

The average interest rate of the private loans amounts to 6.3 %. 	 	 	 	 	 	 	 	

8  Debt certificates

In € millions 2005 2004

EMTN loans 189  266
   

Total 189  266

The medium-term notes have a residual term less than five years. The average interest rate amounts to 3.0%.

9  Other amounts due to customers

In € millions 2005 2004

Private loans 25  59 

Demand deposits  220  92
   

Total 245  151

The average interest rate of the private loans amounts to 4.5% (2004: 4.5%).

In € millions 2005 2004

Private loans according to residual term as at year-end 2005:
- Payable on demand ‑‑ ‑‑

- > 1 month B 3 months  2  2 

- > 3 months B 1 year  5  32 

- > 1 year B 5 years  17  17 

- > 5 years  1  8
   

Total 25  59

	 	 	 	 	 	 	 	 	
10  Amounts due to credit institutions

Amounts due to credit institutions concern debts to banks, insofar as not in the form of debt certificates, and are due on demand within one year.	
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Notes to the company income statement 

11  Net earnings per ordinary share

In € millions 2005 2004

Net earnings 323  288 

Weighted average number of issued shares (in millions) 209 209

Dilution (in millions) ‑‑ ‑‑
   

Average number of ordinary shares adjusted for dilution (in millions) 209 209

Earnings per share (in euros)  1.55  1.38

									       

Guarantees
	 	 	 	 	 	 	 	 	 	 	 	

Guarantees in the sense of section 403, Book 2 of the Netherlands Civil Code have been issued for most of the subsidiaries of SNS Bank and 
SNS REAAL Invest. Barring a few exceptions, no such guarantees have been issued for the subsidiaries belonging to REAAL Verzekeringen. 
SNS REAAL Groep N.V. has issued guarantees to meet the commitments of REAAL Schadeverzekeringen N.V. for specific insurance contracts 
entered into after 1 September 2000.

Together with a significant part of its group companies, SNS REAAL Groep N.V. forms a tax entity for corporation and value added tax purposes. 
All the companies in the tax entity are jointly and severally liable for the corporation and value added tax debts of the entity as a whole.

Utrecht, 9 March 2006 
 
 

Supervisory Board	 Board of Directors 
 

J.L. Bouma	 S. van Keulen 
H.M. van de Kar 	 C.H. van den Bos 
J.V.M. van Heeswijk	 M.W.J. Hinssen 
J. den Hoed	 R.R. Latenstein van Voorst 
D. Huisman 
S.C.J.J. Kortmann 
H. Muller 													           
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Most important subsidiaries

The most important group companies are listed below, broken down under banking operations, insurance operations and SNS Reaal Invest. 
Ownership is 100%, unless stated otherwise.

Banking operations

SNS Bank N.V. 	 Utrecht
Algemene Spaarbank voor Nederland ASN N.V. 	 ’s-Gravenhage
CVB Bank N.V. 	 ’s-Hertogenbosch
BLG Hypotheekbank N.V. 	 Geleen
SNS Securities N.V. 	 Amsterdam
SNS Assurantiën B.V. 	 Maastricht
SNS Assuradeuren B.V. 	 Maastricht

Insurance operations

REAAL Verzekeringen N.V. 	 Utrecht
REAAL Levensverzekeringen N.V. 	 Alkmaar
REAAL Schadeverzekeringen N.V. 	 Zoetermeer
REAAL Reassurantie S.A. 	 Luxemburg
Proteq Levensverzekeringen N.V. 	 Alkmaar
Proteq Schadeverzekeringen N.V. 	 Alkmaar
Nieuwe Hollandse Lloyd Levensverzekeringmaatschappij N.V. 	 Woerden
Nieuwe Hollandse Lloyd Schadeverzekeringmaatschappij N.V. 	 Woerden
SNS Verzekeringen B.V. 	 Zoetermeer

SNS REAAL Invest

SNS Reaal Invest N.V. 	 ’s-Hertogenbosch
Foresta Investerings Maatschappij N.V. 	 ’s-Hertogenbosch

List of the most important other equity participations

The most important equity participations are listed below.

Participating interests of SNS REAAL Invest

Masterfleet N.V. 	 (40%) 	 ’s-Hertogenbosch
LaSer-Lafayette Services Nederland B.V.	 (40%)	 ’s-Hertogenbosch
NeSBIC CTE Fund B.V. 	 (13.6%) 	 Utrecht
NeSBIC CTE Fund II B.V. 	 (10%) 	 Utrecht
Parnassus Participatiefonds B.V. 	 (38%) 	 Amsterdam
Life Sciences Partners II B.V. 	 (13.2%) 	 Amsterdam
Skala Home Electronics B.V. 	 (50%) 	 ’s-Hertogenbosch

Participating interest of REAAL Verzekeringen

Ducatus N.V. 		  (32%) 	  ’s-Hertogenbosch 

Other

The overview in the sense of Sections 379 and 414, Book 2 of the Netherlands Civil Code has been filed with the trade register of the  
Chamber of Commerce in Utrecht.
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Auditor’s report
Introduction

statements consist of the consolidated and company financial statements. These financial statements are the responsibility of the company’s 
management. Our responsibility is to express an opinion on these financial statements based on our audit.

Scope
We conducted our audit in accordance with auditing standards generally accepted in the Netherlands. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial 
statements. We believe that our audit provides a reasonable basis for our 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 the company at 31 December 2005 and of 
the result and the cashflows for the year then ended, in accordance with International Financial Reporting Standards as adopted by the European 
Union and also comply with the financial reporting requirements included in Part 9, Book 2 of the Netherlands Civil Code, as far as applicable. 
Furthermore we have established to the extent of our competence that the annual report is consistent with the financial statements.

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 the company at 31 December 2005 and of the 
result for the year then ended, in accordance with accounting principles generally accepted in the Netherlands and also comply with the financial 
reporting requirements included in Part 9, Book 2 of the Netherlands Civil Code.
Furthermore we have established to the extent of our competence that the annual report is consistent with the financial statements.

Amstelveen, 9 March 2006

KPMG ACCOUNTANTS N.V.

S.J. Kroon RA
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Consolidated balance sheet
Before profit appropriation and in € millions 31‑12‑2006 31‑12‑2005

Assets
Goodwill and other intangible assets 1  883  559 

Tangible fixed assets 2  320  302 

Investment in associates 3  139  126 

Investment property 4  135  129 

Investments 5 10,626 9,953

Investments for insurance contracts on behalf of policy holders 6  3,955  3,426 

Derivatives 7  943  1,174 

Deferred tax assets 8  66  132 

Reinsurance contracts 17  338  365 

Loans and advances to customers 9  56,700  46,143 

Loans and advances to credit institutions 10 3,769 4,207

Corporate tax 11  250  189 

Other assets 12  658  307 

Cash and cash equivalents 13   960  1,076 
   

Total Assets 79,742  68,088

Equity and Liabilities
Share capital  383  340 

Other reserves  2,498  1,865 

Retained profit  319  323 
  

Equity attributable to shareholders 14  3,200  2,528 

Third party interests ‑‑ ‑‑
  

Group equity  3,200  2,528 

   

Participation certificates and subordinated debts 15 1,664  1,616 

Debt certificates 16  31,259  25,654 

Technical provisions, insurance operations 17  13,283  12,658 

Provision for employee benefits 18  68  76 

Other provisions 19  29  44 

Derivatives 7  692  976 

Deferred tax liabilities 8  243  324 

Savings 20  13,678  12,333 

Other amounts due to customers 21  6,479  7,078 

Amounts due to credit institutions 22  7,534  3,419 

Corporate tax 11 13  4 

Other liabilities 23  1,600  1,378 
   

Total equity and liabilities 79,742 68,088

The numbers mentioned with the balance sheet items refer to the notes starting page 175.

Some of the comparative figures have been restated for comparison purposes. Reference is made to the notes in paragraph 2.4 of the accounting 
principles for the consolidated balance sheet and consolidated income statement. 
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Consolidated income statement

In € millions 2006 2005

Income
Interest income banking operations  2,314  1,996 

Interest expenses banking operations  1,715  1,374 
  

Net interest income banking operations 24  599  622

 
Premium income  2,007  1,789 

Reinsurance premiums  49  44 
  

Net premium income 25  1,958  1,745 

   

Commission and management fees receivable  171  153 

Commission and management fees due  24  24 
  

Net commission and management fees 26  147  129 

   

Share in the result of associates 27  13  9 

Result on investments 28  627  549 

Result on investments for insurance contracts on behalf of policy holders 29  215  394 

Results on derivatives and other financial instruments 30  6  31 

Other operating income 31  2  1 
   

Total income  3,567  3,480

 

Expenses
Technical expenses on insurance contracts 32 1,391  1,313 

Technical expenses on insurance contracts on behalf of policy holders 33  663  782 

Acquisition costs for insurance contracts 34  218  167 

Value adjustments to financial instruments and other assets 35  35  60 

Staff costs 36  503  443 

Depreciation and amortisation on tangible and intangible fixed assets 2  41  38 

Other operating expenses 37  209  201 

Other interest expenses 38  48  60 
   

Total expenses  3,108  3,064

 
Operating profit before taxation  459  416 

Taxation 39  88  93 
   

Net profit for the year  371  323

 
Attribution:   

Net profit attributable to shareholders  371  323 

Net profit attributable to minority interests ‑‑ ‑‑
   

Net profit for the year  371  323 

   

Net earnings per share 40  1.65  1.55 

Diluted net earnings per share 40  1.65  1.55 

Weighted average number of shares outstanding 224,564,046 208,801,030

The numbers mentioned with the consolidated income statement items refer to the notes starting page 196.

Some of the comparative figures have been restated for comparison purposes. Reference is made to the notes in paragraph 2.4 of the accounting 
principles for the consolidated balance sheet and consolidated income statement. 
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Consolidated statement of changes in equity
In € millions

Is
su

ed
 a

nd
 p

ai
d 

up
 s

ha
re

 c
ap

it
al

Sh
ar

e 
pr

em
iu

m
re

se
rv

e

Re
va

lu
at

io
n 

re
se

rv
e

C
as

h 
flo

w
 h

ed
ge

 
re

se
rv

e

Fa
ir 

va
lu

e 
re

se
rv

e

Pr
ofi

t-
sh

ar
in

g 
re

se
rv

e

O
th

er
 re

se
rv

es

Pr
ofi

t f
or

 th
e 

ye
ar

To
ta

l e
qu

it
y

Balance as at 1 January 2005 340 15 39 ‑‑ ‑‑ ‑‑ 1,198 288 1,880

          

Implementation of IAS 32 / 39 and IFRS 4 ‑‑ ‑‑ ‑‑ 52 113 49 (55) ‑‑ 159

Transfer of 2004 net profit ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 288 (288) ‑‑

Unrealised revaluations from cash flow hedges ‑‑ ‑‑ ‑‑ 71 ‑‑ ‑‑ ‑‑ ‑‑ 71

Deferred interest income from cash flow 
hedges ‑‑ ‑‑ ‑‑ 12 ‑‑ ‑‑ ‑‑ ‑‑ 12

Unrealised revaluations ‑‑ ‑‑ 3 ‑‑ 123 ‑‑ ‑‑ ‑‑ 126

Realised revaluations through equity ‑‑ ‑‑ (1) ‑‑ ‑‑ ‑‑ 1 ‑‑ ‑‑

Realised revaluations through income 
statement ‑‑ ‑‑ ‑‑ ‑‑ (43) ‑‑ ‑‑ ‑‑ (43)

Change in profit-sharing reserve ‑‑ ‑‑ ‑‑ ‑‑ 9 (11) 2 ‑‑ ‑‑

Other changes ‑‑ ‑‑ (3) ‑‑ 1 ‑‑ 2 ‑‑ ‑‑
         

Amounts charged directly to equity ‑‑ ‑‑ (1) 135 203 38 238 (288) 325

Net profit 2005 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 323 323
         

Net profit ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 323 323
         

Total changes in equity 2005 ‑‑ ‑‑ (1) 135 203 38 238 35 648
          

Balance as at 31 December 2005 340 15 38 135 203 38 1,436 323 2,528

          

Transfer of 2005 net profit ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑  323 (323) ‑‑

Unrealised revaluations from cash flow hedges ‑‑ ‑‑ ‑‑  (61) ‑‑ ‑‑ ‑‑ ‑‑ (61)

Deferred interest income from cash flow 
hedges ‑‑ ‑‑ ‑‑  11 ‑‑ ‑‑ ‑‑ ‑‑ 11

Unrealised revaluations ‑‑ ‑‑  9 ‑‑ 68 ‑‑ ‑‑ ‑‑ 77

Realised revaluations through equity ‑‑ ‑‑  1 ‑‑ ‑‑ ‑‑  (1) ‑‑ ‑‑

Realised revaluations through income 
statement ‑‑ ‑‑ ‑‑ (1) (90) ‑‑ ‑‑ ‑‑ (91)

Change in profit-sharing reserve ‑‑ ‑‑ ‑‑ ‑‑ 14  (13)  (1) ‑‑ ‑‑

Revaluation deferred taxation due to change in 
the statutory tax rate ‑‑ ‑‑ 1 5 7 ‑‑ ‑‑ ‑‑ 13

         
Amounts charged directly to equity ‑‑ ‑‑ 11 (46) (1) (13) 321 (323) (51)

Net profit 2006 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 371 371
         

Net profit ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 371 371

Share issue  40 376 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 416

Costs related to share issue ‑‑  (12) ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑  (12)

Interim dividend paid  3  (3) ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (52)  (52)
         

Transactions with shareholders 43 361 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (52) 352

Total changes in equity 2006 43 361 11 (46) (1) (13) 321 (4) 672
          

Balance as at 31 December 2006 383 376 49 89 202 25 1,757 319 3,200
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The share premium reserve includes the paid-up capital that has been paid as an addition to the nominal value of the shares issued. 

The revaluation reserve concerns land and buildings for own use. 

The cash flow hedging reserve comprises the effective portion of the accumulated net change in the fair value of cash flow hedging 
instruments for hedged transactions that have not yet taken place. In cash flow hedge accounting the movement of the fair value of 
derivatives is accounted in the cash flow hedge reserve. This cash flow hedge reserve is released during the period that the cash 
flow from the hedged risk is realised.

The fair value reserve comprises the accumulated net change in the fair value of investments available for sale. 

The profit-sharing reserve is maintained for insurance contracts with profit-sharing rights in the insurance portfolio. Profit sharing 
is awarded annually, largely on the basis of the surplus interest realised on fixed-interest securities in the existing portfolio. 
Unrealised profits and losses on these fixed-interest securities are recognised in the fair value reserve; the part of the unrealised 
revaluations that in future might become available for policy holders for profit sharing is included in the profit-sharing reserve. 

The other reserves consist of the retained profits of SNS REAAL. 

The Group Executive Board will propose a dividend over 2006 of € 0.71 to the AGM on 9 May 2007. Since an interim dividend of € 0.32 
was paid on 7 September 2006, a final dividend of € 0.39 per share is proposed. This dividend will be made available, at the 
shareholder’s option, either wholly in cash chargeable to profit, or wholly in ordinary shares chargeable to the share premium 
reserve. On 11 May 2007 the share will be traded ex-dividend and the dividend will be payable on 6 June 2007.

For more information please see the statement of changes in shareholders’ equity in the notes to the company balance sheet of 
SNS REAAL (see page 208). 
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Consolidated cash flow statement
In € millions 2006 2005

Cash flow from operating activities
Net profit for the year 371  323 
Adjustments for:   
Depreciation and amortisation of tangible and intangible fixed assets 45  38 
Amortisation Value of Business Acquired 6  3 
Amortisation of acquisition costs 83  48 
Changes in provisions and deferred taxes (33)  259 
Value adjustments to financial instruments and other assets 35  60 
Revaluation of investment property (4) ‑‑
Retained profit share in associates  (5)  (9)

 -  
Operating cash flow  498  722

Change in loans and advances to customers  (2,702)  (2,810)
Change in loans and advances to credit institutions  (3,252)  (823)
Change in savings  1,345  1,360 
Change in technical provisions and provision for employee benefits  644  544 
Change in investments and derivatives (other than from purchases and sales) (367) (1,140)
Change in debt certificates (323) 333
Change in other operating activities  (377)  268

   
Net cash flow from operating activities  (4,534)  (1,546)

Cash flow from investing activities   
Receipts from the sale of intangible fixed assets  2  ‑‑
Receipts from the sale of tangible fixed assets  10  23 
Receipts from the sale of subsidiaries  7  8 
Receipts from the sale of investment property  3  2 
Income from the sale and redemption of investments and derivatives  5,180  5,611 
Purchase of intangible fixed assets  (214)  (202)
Purchase of tangible fixed assets  (54)  (40)
Purchase of subsidiaries  (839)  (71)
Purchase of investment property  ‑‑  ‑‑
Purchase of investments and derivatives  (6,074)  (5,753)

   
Net cash flow from investing activities  (1,979)  (422)

Cash flow from financing activities   
Receipts from issue of shares 405 ‑‑
Receipts from subordinated loans  267  297 
Receipts from debt certificates  14,665  9,614 
Redemption of subordinated loans  (210)  (121)
Redemption of debt certificates  (8,678)  (7,820)
Dividends paid (52) ‑‑

   
Net cash flow from financing activities  6,397  1,970

Cash and cash equivalents as at 1 January  1,076  1,074 
Net increase in cash and cash equivalents  (116)  2 

   
Cash and cash equivalents as at 31 December 13  960  1,076
   
Additional disclosure with regard to cash flows from operating activities:
Interest income received  2,723  2,543
Dividends received  79  33
Interest paid  1,606  1,476

Some of the comparative figures have been restated for comparison purposes. Reference is made to the notes in paragraph 2.4 of the accounting 
principles for the consolidated balance sheet and consolidated income statement. 
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Accounting principles for the consolidated financial statements
	 1	 General information

		�  SNS REAAL N.V., established and domiciled in the Netherlands, is a limited liability company incorporated under the laws of 
the Netherlands. SNS REAAL N.V. is legally registered at Croeselaan 1, 3521 BJ Utrecht. SNS REAAL N.V. is the parent company 
of SNS Bank N.V., REAAL Verzekeringen N.V., SNS Reaal Invest N.V. and SNS Asset Management N.V. and their subsidiaries 
(referred to as the ‘Group’ or ‘SNS REAAL’). The Group’s consolidated financial statements comprise SNS REAAL N.V. and its 
subsidiaries that are controlled by SNS REAAL and the interest of SNS REAAL in associated entities. 

		�  A number of corporate staff departments are shared. The costs of the corporate staff departments are charged on the basis of 
the services provided, and in those cases where this cannot be reasonably done, proportionally allocated to the Group’s 
subsidiaries. The costs of the Group Executive Board and other specific company costs are not allocated to group subsidiaries. 

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

 
	 2	 Basis of preparation

	 2.1	 Statement of IFRS compliance
		�  SNS REAAL prepares the consolidated financial statements in accordance with the International Financial Reporting 

Standards (IFRS) as adopted by the European Union (EU). 

		�  Pursuant to the option offered under Book 2, Title 9 of the Netherlands Civil Code, SNS REAAL prepares its company 
financial statements in accordance with the same accounting principles as those used for the consolidated financial 
statements.

	 2.2	 Application dates
		�  IFRS offers the opportunity to adopt certain standards prior to their required date. SNS REAAL will adopt IFRS 7 ‘Financial 

instruments: Disclosures’ and IFRS 8 ‘Operating Segments’ starting January 1, 2007. The adoption of IFRS 7 and IFRS 8 will 
impact the type and amount of disclosures made in the financial statements, but will have no impact on the reported profits 
or financial position of the Group.

	 2.3	 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, except in the key figures for 2004 and prior years. The 2004 key figures have been restated for IFRS, 
excluding IAS 32 ‘Financial instruments: disclosures and presentation’, IAS 39 ‘Financial instruments: recognition and 
valuation’ and IFRS 4, Insurance contracts. The 2003 and prior year key figures have not been restated for IFRS. 

		�  The group entities have applied the accounting principles consistently. 

		�  Several accounting methods have been used for these annual accounts. Fair value is used for land and buildings in own use, 
investment property, investments classified as fair value through profit and loss, for investments classified as available for 
sale and for derivatives. All other financial assets (including loans and advances) and liabilities are measured at amortised 
cost. The book value of assets and liabilities that are 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. 

		�  The consolidated financial statements have been prepared in millions of euros (€). 

	 2.4	 Changes in principles, estimates and presentation
	 2.4.1	 Changes in accounting estimates
		�  With effect from 1 July 2006, capitalised interest rate rebates are amortised on an actuarial basis, rather than linearly. As a 

result, these rebates are taken to the income statement in line with the duration of the insurance contracts to which it 
relates. As a result of this change, the amortisation charge due to interest rate rebates was € 11 million lower (accounted for 
under ‘change in technical provisions’) than it would have been without the change. In the next five years, too, amortisation 
regarding the present portfolio will be lower (on average approximately € 10 million per annum, depending on future policy 
lapse). As from the fifth year, amortisation of the capitalised interest rate rebates will be higher than it would be according 
to the straight-line method. The accumulated amortisation expense for the entire duration is identical for both methods.
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	2.4.2	 Changes in presentation 
		�  SNS REAAL has decided to further break down certain line items on the balance sheet and income statement as of 2006, in 

order to further improve the transparency of the balance sheet and income statement. Previously, these items were broken 
down in the notes to the balance sheet and the income statement. The comparative figures have been restated. The change 
has affected the following items:

		  Balance sheet: 
		  §	 Corporate tax

		  Income statement:
	 	§	Interest income and interest expense from banking operations
	 	§	Premium income and reinsurance premiums
	 	§	Commissions and management fees receivable and commissions and management fees due

		�  REAAL holds savings elements for mortgage loans. These savings elements have been reclassified from ‘loans and advances 
to credit institutions’ to ‘loans and receivables’ under the heading investments to better match the entry type.

		�  The items ‘mortgage loans to customers’ and ‘other loans and advances to customers’ have been merged into ‘loans and 
advances to customer’. The acquisition of Bouwfonds Property Finance has resulted in a different presentation of ‘loans and 
advances to customers’. This presentation is now part of the notes to this balance sheet item.

		�  The share in the result of associates is presented under income, as is customary in the industry.

		�  The segment expenses allocation has been refined, which resulted in a reclassification of staff costs and other operational 
expenses at the level of REAAL Verzekeringen Life and REAAL Verzekeringen Non Life in the income statement under 
‘Information by segment’. Total operating expenses by segment are unchanged.

		�  The technical account of REAAL Verzekeringen has been presented under ‘Information by segment’. To increase 
transparency the result on investments that can be allocated to shareholders’ equity are presented under the non-technical 
account.

 
	 2.5	 Principles of consolidation
	 2.5.1	 Subsidiaries
		�  Subsidiaries, i.e. the companies and other entities (including the so-called ‘special purpose entities’) whose financial and 

operating policies SNS REAAL can directly or indirectly control, are included in the consolidation. This is usually the case if 
SNS REAAL owns more than half the voting power or if SNS REAAL can otherwise exercise control. 

		�  Subsidiaries are included in the consolidated financial statements from the date that control commences until the date 
control ceases. The financial statements of these subsidiaries are fully consolidated, with uniform accounting principles 
being applied. Third-party interests are stated separately in the consolidated balance sheet and income statement.

	2.5.2	 Joint ventures
		�  Joint ventures are entities over which the  Group has joint control. This control has been agreed in a contract and the 

strategic decisions on the financial and operational policy have to be taken unanimously. In the financial statements, these 
entities are included in line with the investments in associates (see 3.3), from the date that SNS REAAL first has joint control 
from the moment that control ceases. 

	2.5.3	 Investments in associates
		�  Investments in associates are those entities in which SNS REAAL has significant influence on the operational and financial 

policy, but no control. In general, accompanying a shareholding between 20% and 50%.

		�  The consolidated financial statements include the Group’s share in the total results of non-consolidated investments, from 
the date the Group gains significant influence to the date significant influence ceases.

		�  A number of investments in associates and joint ventures hold commercial real estate projects, as wel as housing projects 
under construction or under development. Property under development for third parties is measured at the sum of direct 
costs incurred up to the balance sheet date, including the interest incurred during the construction phase and less any 
impairments. Profits are recognised on completion date (completed contract method). Property under development for 
third parties where this is a specially negotiated contract is measured at the percentage of completion method, the Group 
wil recognise the profit in proportion to the stage of completion.
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		�  Expected losses are immediately recorded in the income statement. Commercial real estate and homes held for sale are 
measured at cost price or lower fair value less costs to sell, this is the estimated selling price under normal circumstances, 
minus the relevant variable selling costs. If the fair value is lower than the book value, an impairment is recognised in the 
income statement.

	2.5.4 	 Securitisations
		�  SNS REAAL has securitised mortgage receivables in special purpose entities (SPEs). With these transactions, the economic 

ownership of the mortgage receivables is transferred to separate entities. SNS REAAL does not have direct or indirect share 
interests in these entities. 

		�  SNS REAAL includes these SPEs in full in its consolidated financial statements if, on the basis of the economic reality of the 
relationship between SNS REAAL and the SPE, SNS REAAL controls the SPE, or if SNS REAAL retains the majority of the risks 
and rewards. 

	2.5.5	 Elimination of transactions at consolidation
		�  Intra-group transactions, intra-group relationships and unrealised gains on transactions between group companies are 

eliminated. 

		�  Unrealised gains on transactions between SNS REAAL and its associated companies and joint ventures are eliminated for the 
share of SNS REAAL in these investments. Unrealised losses are eliminated in the same way as unrealised gains, but only 
insofar as there is no indication of impairment.

	 2.6	 The use of estimates and assumptions in the preparation of the financial statements
		�  The preparation of the consolidated financial statements requires SNS REAAL to use estimates and make assumptions that 

could affect the reported assets and liabilities and the contingent assets and liabilities as at the date of the consolidated 
financial statements, and the reported income and expenditure for the period under review. It concerns particularly the 
methods for determining the technical provisions for insurance operations and capitalised acquisition costs, determining 
the provisions for bad debts, determining the fair value of assets and liabilities and determining impairments. This involves 
assessing the situations on the basis of available financial data and information. Although these estimates with respect to 
current events and actions are made to the best of the management’s knowledge, the actual results can ultimately differ 
from the estimates. 

		�  The estimates and the underlying assumptions are constantly assessed. Revisions of estimates are recognised in the period 
in which the estimate is revised if the revision only impacts the period in question, or in the period of revision and future 
periods if the revision impacts both the reporting and future periods. 

		�  For further details about these accounting principles, please refer to the corresponding notes to the consolidated financial 
statements and to the information below.

 
	 2.7	 Accounting at trade date and settlement date	
		�  All purchases and sales of financial instruments made in accordance with standard market practices are recognised on the 

trade date, in other words, the date on which SNS REAAL commits itself to buy or sell the asset or liability. All other 
purchases or sales are carried as forward transactions (derivatives) until they are settled. 

	 2.8	 Offsetting of financial instruments
		�  Financial assets and liabilities are offsetted and the net amount presented in the balance sheet if there is a legally 

enforceable right to set off the recognized amounts, and there is an intention to settle the items on a net basis, or to realise 
the asset and settle the liability simultaneously.

	 2.9	 Conversion of foreign currencies 
�		�  Upon initial recognition, transactions in foreign currencies are converted into euros at the exchange rate at 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 in 
foreign currency are recorded in the income statement account under ‘Result on investments’ or ‘Result on derivatives and 
other financial instruments’, depending on the balance sheet item to which they relate. However, if the balance sheet item is 
part of cash flow hedge accounting, the exchange rate differences are booked to equity. 

		�  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 
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taken to equity, are incorporated in equity. Non-monetary items measured at historical cost are converted at the exchange 
rate applicable on the initial transaction date. 

	 2.10	 Insurance contracts
		�  Insurance contracts are those contracts that bear significant insurance risks. These contracts can also involve financial 

risks. SNS REAAL differentiates the following types of contracts:

	2.10.1	 Life insurance
		�  These contracts provide long-term insurance of events that lead to a payment in cash, or in units, at maturity or on death of 

the insured. REAAL’s life insurance contracts are broken down into the following product groups: savings mortgages, 
annuities, term insurance policies, savings policies, and funeral insurance policies. 

	2.10.2 	Non-life insurance
		�  Non-life insurance contracts comprise those insurance contracts that do not offer cover connected to the survival or death 

of the insured. These contracts generally provide cover for a shorter period (relative to life insurance). REAAL’s non-life 
insurance contracts are broken down into the following product groups: illness/ accidents, motor vehicles, fire, transport 
and other.

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

	2.10.3	 Unit linked insurance
		�  The distinctive feature of unit-linked insurance is the link of the life insurance policy to investment units. 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. Unit-linked policyholders bear the investment risk under these policies. 
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.

	
		�  The benefits 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. Provisions for any 
payments on death that are higher than the underlying value of the investments are accounted for as part of the provisions 
for policies where the insurer bears the investment risk.

	2.10.4	� Insurance contracts with rights to profit sharing
		�  The insurance portfolio also contains insurance contracts with discretionary participation features. 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 benefits. The determination of the amount and timing of these additional 
benefits is at the discretion of the board of directors of SNS REAAL. Because of these commitments to make discretionary 
profit-sharing payments, an amount of equity is designated as non-distributable.

		�  In addition to discretionary profit sharing, there are also individual and group contracts with contractual (i.e. non-
discretionary) 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.

	 2.11	 Information by segment
		�  A segment is a clearly distinguishable division of SNS REAAL that provides services with a risk or return profile (business 

segment) different from other segments, or that delivers the services to a particular economic market (market segment) 
with a risk and return profile different from other segments.

		�  The five primary business segments of SNS REAAL are:
	 	§	Retail Banking
	 	§	Property Finance
	 	§	REAAL Verzekeringen Life
	 	§	REAAL Verzekeringen Non-life
	 	§	Group activities

		  More information on the different segments can be found in the paragraph ‘Information by segment’.
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	 3 	Specific principles balance sheet

	 3.1 	Goodwill and other intangible fixed assets
	 3.1.1 	 Goodwill
		�  Acquisitions by SNS REAAL are accounted for under 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 SNS 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 
recorded immediately to the income statement.

		�  If the provisionally determined fair value of acquired assets or liabilities are adjusted within a year of the acquisition date, 
the change is corrected and recorded as an adjustment to goodwill. Any subsequent adjustments that occur after a period of 
one year are recognised in the income statement. 

		�  Goodwill is not amortised. Instead, an impairment test is performed annually or more frequently if there are indications of 
impairment. For this impairment test, goodwill is attributed to cash-generating units. The book value of the cash-generating 
unit (including goodwill) is compared to the calculated recoverable amount. The recoverable amount is the higher of the 
cash-generating unit’s fair value less costs to sell and its value in use. If the recoverable amount is lower than the book value, 
the difference will be recognised as an impairment in the line item Value adjustments of financial instruments and other 
assets.

 
	 3.1.2 	 Software
		�  Costs that are directly related to the manufacture of identifiable and unique software products which SNS REAAL controls, 

and which are likely to generate economic benefits that exceed the costs, are capitalised as intangible assets. The direct 
costs comprise the 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.

		�  Impairment tests are carried out periodically.

	 3.1.3 	 Capitalised acquisition costs relating to insurance activities
		�  Acquisition costs are the direct or indirect costs resulting from the origination of life insurance policies. The capitalised 

acquisition costs in the balance sheet consists of both capitalised commission, and other direct and indirect acquisition 
costs that depend on, and relate to, the acquisition of new contracts and the renewal of existing contracts. 

		�  Non-commission acquisition 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. Acquisition costs are amortised over a period of 12 or 13 years. 
This period reflects REAAL’s expectation of the average term over which premiums will be received. 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.

		�  As part of the annual liability adequacy test, an impairment test is performed annually on the amount of capitalised 
acquisition costs to confirm that these can be recovered from future profits from insurance products. 

	 3.1.4 	 VOBA
		�  SNS REAAL accounts for acquisitions on the basis of the purchase method. As a result, the difference between the fair value 

and the book value of the acquired insurance portfolios is included in the balance sheet as an intangible asset. The VOBA 
(“value of business acquired”) is determined using the net present value of expected future cash flows generated by the 
acquired insurance contracts as at the acquisition date. Best estimates of actuarial assumptions for interest, mortality and 
expenses are used to determine this net present value. 

		�  SNS REAAL amortises VOBA on a straight-line basis over the estimated average outstanding term to maturity of the acquired 
contracts. The estimated outstanding term to maturity of the current VOBA is 15 years. This term is re-assessed on a regular 
basis. If applicable the amortisation charge will be adjusted for the shortened period.

		�   As part of the liability adequacy test, an impairment test is performed at each balance sheet date to confirm that future 
profits from acquired insurance products are sufficient to cover the amount of any VOBA currently held. The amount of any 
additional amortisation is recorded under technical expenses relating to insurance contracts. 
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	 3.1.5	 Other intangible fixed assets
		�  The other intangible fixed assets include intangible assets with a specific useful life, such as trademarks and client 

portfolios stemming from acquisitions. These assets are amortised on a straight-line basis over the useful life. These 
intangible fixed assets are tested for impairment at each balance sheet date.

	 3.2 	Tangible fixed assets
	 3.2.1 	 Land and buildings in own use
		�  Property in own use primarily comprises offices (buildings and land) and is measured at fair value based on appraisals by 

independent external surveyors, less depreciation of buildings and any accumulated impairment.

		�  Positive revaluations on the basis of these appraisals are added to the revaluation reserve in 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. Negative revaluations, insofar as these result in the reversal of prior positive revaluations of the same 
asset, are charged to the revaluation reserve. 

		�  Buildings are depreciated over the economic life using the straight-line method, with a maximum of 50 years, with account 
being taken of the possible residual value. Land is not depreciated. Regular impairment tests are carried out on real estate. 

		�  Repair 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 in relation to the original use 
are capitalised and then amortised. 

		�  At the sale of a property the part of the revaluation reserve related to the sold real estate is transferred to ‘Other reserves’.

	3.2.2 	 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. Cost comprises the expenses directly attributable to the acquisition of the asset. 

		�  The cost of the other tangible fixed assets is depreciated on a straight-line basis over the useful life, with account being 
taken of any residual value. The estimated useful life is three to ten years. 

		�  Regular impairment tests are carried out on the other tangible fixed assets. If the book value of the tangible asset 
permanently exceeds the recoverable amount, it is immediately written down to the recoverable amount. 

		�  Repair 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 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 disposal proceeds less transaction costs and the 
book value. These results are recognised as part of the ”Other operating income”.

	 3.3 	Investments in associates
		�  Associates are entities in which SNS REAAL generally owns between 20% and 50% of the voting power, or in which the Group 

can otherwise exercise significant influence, but does not have control.

		�  Interests in associates are accounted for by the equity method. The item also includes goodwill paid at acquisition less 
accumulated impairment where applicable. 

		�  Under the equity method, the share of SNS REAAL in the result of the associates is recognised in the income statement of 
SNS REAAL under ‘Share in the result of associates’. The share of SNS REAAL in changes in the reserves of associates is 
recognised directly to SNS REAAL’s equity. The value of the associates is adjusted for these results and changes in reserves. 

		�  If the valuation of the associate has become zero, no further losses are accounted for, unless the Group has entered into 
commitments on behalf of the associated company or has made payments on its behalf. 

		�  Where necessary, the accounting principles applied by the associates have been adjusted to ensure consistency with the 
accounting principles applied by SNS REAAL. 

		�  Associates held for sale are classified as ‘Held for sale’. These associates are measured at the lower of the book value and the 
selling price less selling costs. The result on the sale of an investment in an associate is presented in the income statement 
as a total amount, consisting of the selling price less transaction costs and the book value of the associate.
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	 3.4 	Investment property
		�  Investment property, comprising retail and office properties and land, are held to generate long-term rental income. If 

property is kept 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 property is measured at fair value, including transaction costs, upon initial recognition. Investment property is 
treated as a long-term investment and measured at fair value. This is the same as the market value determined every three 
years by independent external appraisers with sufficient expertise and experience in the locations and categories of real 
estate. In the time between the three-yearly external sufficient appraisal SNS REAAL uses alternative valuation methods 
based on the total net annual rental income of that property and, where applicable, the associated costs. 

		�  Changes in the fair value of investment property are recognised in the income statement under ‘Result on investments’. 

		�  The summary below shows the bandwidth of return factors used for fair valuation. 

		  Building 	 Location	 Return factor 
		  Shops 	 A-location 	 5.50 – 7.25 
		  Shops 	 B-location 	 6.75 – 10.00 
		  Offices 	 A-location 	 6.50 – 8.00 
		  Offices 	 B-location 	 6.75 – 10.00 

	 3.5	 Investments
	 3.5.1 	 Classification
		�  SNS REAAL breaks down its investments into the following categories: (1) held to maturity, (2) loans and receivables, (3) 

available for sale and (4) fair value through profit and loss. The category depends on the purpose for which the investments 
were acquired. Upon acquisition of its investments, the management decides to which category the investment will be 
allocated. 

		�  Upon recognition, investments are measured at fair value including transaction costs, with exception of the category ‘at fair 
value through profit and loss‘, where transaction costs are taken directly to the income statement.

	3.5.2 	 Held to maturity
		�  Fixed-term investments, which management intends, and is able, to hold to maturity, are classified as held to maturity. 

		�  Investments held to maturity are measured at amortised cost using the effective interest method, less a provision for 
impairment if necessary. The effective interest method is based on the estimated future cash receipts or payments, with 
account being taken of the risk of early redemption of the underlying financial instruments and the direct costs and income, 
such as the transaction costs charged, brokerage fees and discounts or premiums.

	3.5.3 	 Loans and receivables
		�  This item includes unlisted investments with a fixed term. These investments are measured at amortised cost using the 

effective interest method, less a provision for impairment if necessary.

	3.5.4 	 Available for sale
		�  Investments that do not meet the criteria defined by management for held to maturity or fair value through profit and loss 

investments, are classified as available for sale. 

		�  After first-time inclusion, investments available for sale are measured 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 equity, taking account of 
deferred taxes. 

		�  When the investments are sold or impaired, the related accumulated fair value adjustments are recognised in the income 
statement as result from investments. 

		�  SNS REAAL uses the average cost method to determine the results. Investments in the form of shares of which the fair value 
cannot be estimated reliably are measured at cost less impairment.

	3.5.5 	 Fair value through profit and loss
		�  An instrument is classified at fair value through profit and loss if it is held for trading purposes or if designated as such on 

first recognition. Financial instruments are designated as at fair value through profit and loss if the Group manages the 
investments and makes its buying and selling decisions based on fair value. 
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		�  Upon first recognition, the attributable transaction costs are recognised as a loss in the income statement at the moment 
they are incurred. The financial instruments are measured at fair value. Realised and unrealised gains and losses are 
recognised in the income statement under the ‘Result on investments’. 

		�  Interest income earned on securities is recognised as interest income under ‘Interest income, banking operations’ at 
SNS Bank and under ‘Result on investments’ at REAAL Verzekeringen. Dividend received is recorded under ‘Result on 
investments’.

	3.5.6 	 Impairment
		�   At each balance sheet date, the management 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 immediately to 
the income statement under ‘Value adjustments to financial instruments and other assets’. With investments available for 
sale, impairment loss is removed from the revaluation reserve.

		�  An equity investment is considered to be impaired if the carrying amount exceeds the fair value in the long term, in other 
words, a significant or prolonged decline in the fair value below its cost. The recoverable amount of the investments in the 
form of unlisted shares is determined using well-established valuation methods. The standard method used is based on the 
relationship in the market between the profit and the value of comparable companies. The recoverable amount of listed 
investments is determined on the basis of the market price.

		�  Investments in debt securities are considered to be impaired if there are indications of financial problems with the 
counterparty, dwindling markets or other indications. 

	
		�  If, during a subsequent period, the amount of the impairment of an investment classified as held to maturity or an 

investment classified as available for sale 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 investments in equity shares, where an increase in value following impairment is treated as a revaluation. 

	 3.6 	Investments for insurance contracts on behalf of policyholders 
		�  Investments for insurance contracts on behalf of policyholders are measured at fair value. 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 the ‘Result on investments for insurance 
contracts on behalf of policyholders’. 

		�  Insurance obligations arising from investments on behalf of policyholders are recognised applying the same principles as 
those used for the valuation of the corresponding investments. Adjustments in the value of obligations related to the 
investments on behalf of policyholders are recognised in the income statement under ‘Technical expenses on insurance 
contracts on behalf of policyholders’. 

		�  If the income from investments is not sufficient to cover the obligations due to minimum returns, an additional provision is 
made and charged to the income statement. 

	 3.7 	 Derivatives
		�  Derivative financial instruments, such as currency contracts, interest rate futures, forward contracts, currency and interest 

rate swaps, currency and interest rate options (both written and purchased) and other derivative financial instruments are 
measured at fair value in the balance sheet upon first-time recognition. 

		�  The fair value of publicly traded derivatives is based on listed bid prices for assets held or liabilities to be issued, and current 
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 discounted cash flow 
model or an option valuation model. SNS REAAL recognises derivatives with a positive value as assets and derivatives with a 
negative value as liabilities. 

		�  Adjustments in the fair value of derivatives held for trading are accounted for under the ‘Result on derivatives and other 
financial instruments’.
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	 3.7.1 	 Embedded derivatives
		�  An embedded derivative is treated as a separate derivative if there is no close relation between the economic characteristics 

and risks of the derivative and the host contract, if the host contract is not measured at fair value, with changes in fair value 
recognised in 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. 

	 3.7.2	 Hedge accounting
		�  SNS 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. SNS REAAL can designate certain 
derivatives as either (1) a hedge of the fair value of a recognised asset or liability (fair value hedge); or (2) a hedge of a future 
cash flow that can be attributed to a recognised asset or liability, an expected transaction or a definite obligation (cash flow 
hedge). 

		�  Hedge accounting is used for derivatives thus identified, provided certain conditions are met. The conditions applied by 
SNS REAAL for a derivative instrument to qualify for hedge accounting comprise:

	 	§	�Formal documentation of the hedging instrument, the hedged position, the risk management objective, strategy and 
relationship of the hedge is completed before hedge accounting is applied; 

	 	§	�The documentation shows that the hedge is expected to be effective in offsetting the risk in the hedged position for the 
entire hedging period; 

	 	§	�The hedge continues to be effective during the term. 

		�  A hedge is considered to be effective if SNS REAAL, at the inception of and during the term, can expect that adjustments in 
the fair value or cash flows of the hedged position to 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 remains within a 
bandwidth of 80% to 125%.

		�  SNS REAAL ends the hedge accounting as soon as it has been established that a derivative is no longer an effective hedge, 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.

	3.7.2.1	 Fair value hedge accounting
		�  Derivatives designated as a hedge of the fair value of recognised assets or liabilities or of a definite obligation are stated as 

fair value hedge. Changes in the fair value of the derivatives that are designated as a hedge are recognised immediately in 
the income statement and reported together with 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 residual term of the 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.

	3.7.2.2	 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 

expected transaction. Adjustments in the fair value of the effective portion of derivatives that are designated as cash flow 
hedge and that meet the conditions for cash flow hedge accounting are stated in the cash flow hedging reserve as a 
separate component of 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 gains and losses that were previously 
taken to equity are transferred to the income statement and classified as income or expense in the period during which the 
hedged transaction influences the result. 

		�  When determining the portion of the fair value adjustment 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 equity, while 
the ineffective portion is recognised in the income statement. 

		�  If the hedging instrument itself expires or is sold, terminated or exercised, the accumulated gain or loss that was included in 
equity remains in equity until the expected transaction actually takes place. If the hedging instrument no longer satisfies the 
conditions for hedge accounting, the accumulated gain or loss that was included in equity remains in equity until the 
expected transaction takes place. 
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		�  Amortisation starts at the moment the transaction takes place. If the transaction in question is no longer expected to take 
place, the accumulated result reported in equity is immediately transferred to the income statement.

	 3.8 	Deferred tax assets
		�  Deferred tax assets and liabilities are recorded 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 balance sheet date and that are expected to apply in the period 
in which the deferred tax assets are realised or the deferred tax liabilities are settled. The deferred taxes are measured at 
nominal value. 

		�  Deferred tax assets are 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 participating interests, unless the Group 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. 

		�  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. 

		�  Tax due on profits is recognised in the period during which the profits were generated, based on the applicable local tax 
laws. Deferred taxes with respect to the revaluation of investments available for sale and cash flow hedges, of which value 
adjustments are recognised immediately in equity, are also charged or credited to equity and upon realisation included in 
the income statement together with the deferred value adjustments.

	 3.9	 Reinsurance contracts
		�  Contracts entered into by SNS REAAL with reinsurance companies and by virtue of which SNS REAAL receives compensation 

for losses on one or more insurance contracts SNS REAAL has issued, are designated as reinsurance contracts. Insurance 
contracts entered into by SNS REAAL where the contract holder is another insurance company are classified as in-coming 
reinsurance contracts and they are classified  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 SNS REAAL is entitled to 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 SNS REAAL has reinsured. 

		�  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 each reporting date.

	 3.10	 Loans and advances to customers 
	3.10.1	 Mortgages and mortgage-backed commercial property finance 
		�  These are defined as loans and advances to customers with mortgage collateral. These loans and advances are measured at 

amortised cost using the effective interest method. Loans and advances adjusted after negotiations or otherwise adjusted 
due to financial restructuring of the borrower are valued on the basis of the original effective interest rate before the terms 
and conditions were revised. 

		�  As far as the loans and advances are concerned, a provision for impairment is made if there are objective indications that 
SNS REAAL will not be able to collect all the amounts due by virtue of the original contracted loan terms and conditions. For 
loans and advances that are individually significant, the provision made equals the difference between the book value of the 
total position and the recoverable amount. The recoverable amount equals the present value of the expected cash flows, 
including the amounts realised by virtue of guarantees and collateral, discounted at the original effective interest rate of the 
loans and advances. 

F-�05



SNS REAAL  Financial Statements 2006  consolidated financial statements 121SNS REAAL  Financial Statements 2006  consolidated financial statements

		�  Smaller homogenous loans and advances are tested collectively for impairment. The provision with respect to this collective 
approach is calculated using a range of model-based instruments, including risk-rating models for homogenous pools of 
consumer and SME loans. The loss factors developed using these models are based on historic loss data of SNS REAAL, and 
are adjusted on the basis of current information that, in the opinion of the management, can affect the recoverability of the 
portfolio on the assessment date. 

		�  The provision for impairment also covers losses where there are objective indications of losses likely to be incurred in the 
loan portfolio (IBNR: incurred but not reported). These are estimated on the basis of historic loss patterns of loans and 
advances that carry similar risk characteristics as the loans and advances held in the portfolio and are a reflection of the 
current economic climate in which the borrowers operate. 

		�  When a loan is uncollectible, it is written off against the relevant provision for impairment. Amounts that are subsequently 
collected are deducted from the addition to the provision for loan losses in the income statement. 

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

	3.10.1.1	 Credit guarantees
		�  SNS REAAL has concluded a credit guarantee for credit risk in a portion of the mortgage portfolio to recover impairment 

losses on the relevant mortgage portfolio from the guarantor. Impairment of mortgages is included under ‘Value 
adjustments to financial instruments and other assets’. The amount receivable under the guarantee is also recognised on 
this line in the results.

	3.10.2 	Non-mortgage backed commercial property finance and other loans and advances
		�  This comprises loans and advances to business and private clients without mortgage collateral. Loans and advances are 

measured at amortised cost on the basis of the effective interest method. Loans and advances adjusted after negotiations or 
otherwise adjusted due to financial restructuring of the borrower are measured on the basis of the original effective interest 
rate before the terms and conditions were revised. 

		�  As far as the loans are concerned, a provision for impairment is formed if there are objective indications that SNS REAAL will 
not be able to collect all the amounts due by virtue of the original contracted loan terms and conditions. 

		�  The criteria for impairment are applied to the entire loans portfolio, except to smaller, homogenous loans, such as consumer 
credit, which are assessed collectively for impairment. Smaller business loans managed in a portfolio are also assessed 
collectively for impairment. 

		�  For loans and advances that are individually significant, the provision made equals the difference between the book value of 
the total position and the recoverable amount. The recoverable amount equals the present value of the expected cash flows, 
including the amounts realised by virtue of guarantees and collateral, discounted at the effective interest rate of the loans 
and advances. 

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

		�  The provision for impairment also covers losses where there are objective indications of losses likely to be incurred on the 
loan portfolio (IBNR: incurred but not reported). These are estimated on the basis of historic loss patterns in every division 
and the creditworthiness of the borrowers, and are a reflection of the current economic climate in which the borrowers 
operate. 

		�  When a loan is uncollectible, it is written off against the relevant provision for impairment. Amounts that are subsequently 
collected are deducted from the addition to the provision in the income statement. If the amount of the impairment 
subsequently decreases due to an event occurring after the impairment, previously recognised impairment loss is reversed 
in the income statement.

	3.10.2.1	 Lease
		�  SNS REAAL has entered into a number of financial lease agreements. These are agreements for which the Group has 

transferred almost all the risk of the property to the lessee. The balance sheet value of the lease receivable is equal to the 
present value of the lease payments, calculated on the basis of the implicit interest rate and, if applicable, any guaranteed 
residual value.
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	 3.11	 Loans and advances to credit institutions
		�  The amounts due to credit institutions concern loans to banks not in the form of interest-bearing securities. These loans and 

advances are measured at amortised cost using the effective interest method.

	 3.12	 Corporate tax
		�  Corporate tax is tax levied on taxable profits. Current tax receivables are measured at nominal value according to the tax 

rate that will be employed. Dividend withholding tax recovered through the corporation tax return is also included in this 
item.

	 3.13 	Other assets
		�  Other assets consist of receivables from direct insurance policies, other taxes, other receivables and accrued assets. 

Accrued assets include the accumulated interest on financial instruments measured at cost, as well as other accruals, which 
item also includes amounts receivable by SNS Bank from customers and the clearing house in respect of option positions.

	 3.14 	Cash and cash equivalents
		�  Cash and cash equivalents include the unrestricted balances with De Nederlandsche Bank and at other banks. Unrestricted 

balances that SNS Bank has with other banks are included under Loans and advances to credit institutions. 

	 3.15 	Equity
	3.15.1	 Issued and paid up share capital
		�  The share capital comprises the issued and paid-up share capital. Costs directly attributable to the issue of equity 

instruments are deducted net of tax from the share issue income in equity. 

	3.15.2	 Share premium reserve
		�  The capital paid up in addition to the nominal value of the issued shares.

	3.15.3	 Ordinary share dividend
		�  Dividend for a financial year, which is payable after the balance sheet date, is disclosed in the notes on the ‘Articles of 

association provisions governing the appropriation of profit’.

	3.15.4	 Revaluation reserve
		�  These reserves concern the revaluation of property in own use (see 3.2.1).

	3.15.5	 Cash flow hedge reserve
		�  The cash flow hedge reserve consists of the effective part of cumulative changes to the fair value of the derivates used in the 

context of cash flow hedges, net of taxes, providing the hedged transaction has not yet taken place (see 3.7). 

	3.15.6	 Fair value reserve
		�  This component of equity includes gains and losses as a result of changes in the fair value of assets that are available for 

sale, net of deferred taxes. If the particular asset is sold or redeemed, in other words is no longer recognised, the 
corresponding cumulative result will be transferred from equity to the income statement (see 3.5.3.). In addition, exchange 
rate differences on non-monetary financial assets that are classified as available for sale are stated in this reserve (see 2.9).

	3.15.7	 Profit sharing reserve
		�  The insurance portfolio contains contracts that are entitled to discretionary profit sharing. 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 policy holders as profit sharing is taken 
to the profit sharing reserve. 

	3.15.8	 Other reserves
		�  Other reserves comprise the retained profits of SNS REAAL.

	 3.16	 Participation certificates and subordinated debts
		�  SNS Bank issues participation certificates to third parties. The certificates have an open-ended term, with SNS Bank 

maintaining the right to early redemption in full after 10 years, provided permission is given by the regulator. The amount of 
the dividend, in the form of a coupon rate, is fixed over a period of 10 years and equal to the CBS (Central Bureau for 
Statistics) return on 9-10 year Government bonds plus a mark-up. Participation certificates are measured at amortised cost. 
Benefit payments on participation certificates are recorded under ‘Interest expenses, banking operations’.
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		�  These certificates are classified as debt capital in the financial statements. For SNS Bank’s solvency reports to 
De Nederlandsche Bank, this item forms part of the Tier 1 capital. 

		�  Subordinated loans include the subordinated bond loans that are considered in the solvency test by De Nederlandsche Bank, 
and are measured at amortised cost using the effective interest rate. 

		�  At REAAL Verzekeringen, 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 core base to the extent that the statutory solvency 
requirements can or may no longer be complied with. The final bonus account is calculated on an actuarial basis using the 
same principles as applied to calculate the profit additions, which form part of the technical provisions for insurance 
operations, additionally taking account of the estimated probability of early termination of insurance policies. 

		�  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 technical provisions for insurance provisions. 

		�  These obligations arising from the final bonus scheme are classified as debt capital in the financial statements. For the 
solvency reports by REAAL Verzekeringen to De Nederlandsche Bank, this item forms part of the available equity.

	 3.17	 Debt certificates
		�  Outstanding debt certificates 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. The hedge accounting rules, as referred to in 3.7., are applied to outstanding debt certificates that are 
hedged by derivatives. 

		�  When SNS REAAL purchases its own debt securities in the context of market maintenance, these debt certificates are 
removed from the balance sheet. 

	 3.18	 Technical provisions, insurance operations
	3.18.1	 Insurance contracts – obligations

	3.18.1.1	 Life insurance 
		�  An obligation to make future contractual payments is recognised as soon as premiums become due. The provision for life 

insurance policies consist of the discounted value, based on the premium calculation principles for interest and mortality, of 
expected future benefits payments (including profit sharing already distributed) to policyholders or other beneficiaries, less 
future premiums. 

		�  The provision is calculated using the net premium method for which assumptions are used for mortality, interest and rates of 
policy surrender. The projected benefits are based on pricing assumptions at outset of the policy. The mortality assumptions 
for group contracts with longevity risk are adjusted to reflect the most recent mortality experience. The average discount rate 
remains constant throughout the life of the policy, and is 3% for contracts issued after 1999 and a maximum of 4% for contracts 
issued prior to this time. For savings mortgages and other guaranteed products, the rate of return guaranteed in the contract is 
used. The average rate guaranteed to policyholders for these products is 4.2% (2005: 4.2%). 

	
		�  Gross premiums including 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, non-capitalised 
acquisition costs and the amortisation of capitalised acquisition costs.

		�  REAAL also sells products that contain minimum guarantees. The technical provisions for life insurance policies include 
provisions for guaranteed benefits. These provisions also include an allowance for any guarantees on policies where the 
investment risk is borne by the policyholder. 

		�  The provisions are net of capitalised interest rate rebates. These interest rate rebates are amortised on an actuarial basis. 
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 discounts. 

		�  The provision for waiver of premium and disability annuity cover equals at a minimum twice the annual premium received for 
the cover provided, with the exception of the premiums deducted for this cover on unit-linked policies, for which a provision 
is held that equals the annual premium for this cover.
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		�  Determining the technical provisions for insurance contracts is a process that by its very nature is full of uncertainties. 
Actual 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. 

		�  Using different assumptions for these factors than have been used in preparing these accounts (i.e. premium calculation 
principles) could have a significant effect on the technical provisions and related expenses for insurance contracts (see also 
under Adequacy test 3.18.2).

	3.18.1.2	 Non-life insurance 
		�  The provision for unearned premiums reflects the period of any unexpired cover as at the balance sheet date. The provision 

is equal to the unearned gross premiums less any commission paid. 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 
appropriately over the period of exposure to risk.

		�  The provision for unexpired risks is made to meet obligations stemming from:
		  §	� Claims and claim-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 this connection 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. Within the actuarial discipline this is referred to as the Mathematical 
Provision for Insurance Obligations.

		�  The provision for outstanding claims has been set aside to meet claims arising from the current and preceding years that 
have not been settled as at the balance sheet date. The provision is determined systematically on a policy by policy basis. In 
the case of disability claims, this provision is referred to as the Provision for Periodic Payments. 

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

		�  The provision Incurred But Not Reported (IBNR) is intended for events that have occurred prior to the balance sheet date but 
have not yet been reported as at that date, or for changes in claims that have been reported to the insurer but not yet 
settled. In the case of disability contracts the provision is calculated on the basis of risk premiums and recent claims 
experience. The provision for other non-life insurance contracts is estimated on the basis of 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 particularly useful in 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 to 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.

		�  The determination of provisions carries a number of uncertainties that require substantiated estimates and judgements to 
be made. In accordance with general practice in the industry, SNS REAAL does not discount the non-life provisions, with the 
exception of claims related to disability business. This also holds true for the Provision for Claims Handling Costs. Changes 
in estimates are reflected in the result in the period during which the estimates are adjusted. 

	3.18.1.3	 Unit linked contracts
		�  These contracts primarily concern life insurance policies whose investment risk is borne by the policyholders. The technical 

provisions for these insurance policies are set equal to the balance sheet value of the related underlying investments. As a 
result, these technical provisions are recorded at fair value through the profit and loss. Transaction costs and commission 
are not included in the initial valuation but charged to the income statement at the moment they are incurred.
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		�  Guarantees have been provided on a number of unit-linked insurance policies. The guarantee provided is a 3% or 4% annual 
return on the amount invested, and 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 and early surrenders.

	3.18.1.4	 Discretionary profit-sharing obligations 
		�  The insurance portfolio contains contracts that are entitled to profit sharing amounts that are discretionary. This profit 

sharing is awarded annually, mainly on the basis of the surplus interest realised on fixed-income securities in the existing 
portfolio, less related costs and a limited share of any mortality surplus. When determining the amount of any profit 
sharing, account is also taken of other factors that could influence the Group’s total results, to which profit-sharing 
policyholders could be entitled.

		�  The accounting principles underlying the determination of interest surplus for discretionary profit-sharing purposes, and 
hence the investment results derived, are not the same as the IFRS principles used in these financial statements. Realised 
and unrealised gains and losses arising from fixed-interest securities which are used pro rata as cover for these contracts 
and which have been recognised in equity in accordance with the valuation principles of these financial statements, are 
viewed as being available for future distribution when calculating the amount of any profit allocation. Insofar as this applies, 
it is disclosed in the notes relating to Equity.

	3.18.2	 Adequacy test for insurance obligations
		�  The insurance provisions reported at the balance sheet date are valued using premium calculation principles for interest and 

mortality (for life insurance and disability contracts) or historically observed claim development patterns (non-life 
insurance). The adequacy of the provisions is tested periodically during the reporting period.

	 	 Adequacy test life insurance 
		�  An adequacy test (Liability Adequacy Test) is performed twice a year for the whole life insurance portfolio. The purpose of 

this test is to determine whether the reported technical provisions, net of the related capitalised acquisition costs and VOBA 
are adequate. This test is based on the most up-to-date experience assumptions.

		�  When performing these tests, future contractual cash flows are projected on the basis of estimates of future mortality, 
disability, the behaviour of policyholders, claim handling and management costs, and income from investments (provided 
they are not classified as available for sale) that serve to meet these provisions. Any shortfall is recorded immediately to the 
income statement by first writing down deferred acquisition costs or the VOBA and then, where necessary, met by making 
an additional provision. 

		�  Impairment charges on capitalised acquisition costs or the VOBA as a result of this test cannot be subsequently reversed. 
The adequacy test is carried out at the portfolio level.

		�  The following assumptions were used in performing the adequacy test as of December 31, 2006:
		  §	� Discount rate 	 Based on the risk-free yield curve published by the Dutch 
				    Central Bank
		  §	� Profit allocation 	 Where surplus interest exceeds 4.5%, with tranches of surplus
				     interest running off over time
		  §	� Inflation 	 2% 
		  §	� Efficiency gain	 2% 
		  §	� Projected mortality 	 Experience statistics based on internal research 
		  §	� Lapse and early surrender 	 Experience statistics based on internal research 
		  §	� Salary increases, group policies 	 2.5% per annum 
		  §	� Increase in plan member numbers, group policies	 5% per annum 
		  §	� Guarantees	 Valued at fair value 

	 	 �Adequacy test disability insurance
		�  The method used to perform the adequacy test for disability claims is very similar to that for the life insurance portfolio. This 

test is also performed twice a year. 

		�  A provision for disability claims (PPP) is made; this is calculated based on pricing assumptions for interest, recovery and 
mortality. The size of this provision, therefore, does not reflect the actual developments of these assumptions.
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		�  By periodically carrying out adequacy tests based on current assumptions, REAAL Verzekeringen ensures the adequacy of 
the PPP. Note that the outcome of the test is particularly sensitive to changes in the discount rate. The discount rate used in 
performing the adequacy testing is based on the most recent yield curve published by De Nederlandsche Bank for this 
purpose, and which must be used as the norm from 2007 (the nominal interest rate structure to the Financial Regulatory 
Framework). 

		�  The outcomes of the adequacy test should be seen as minimum provisions. 

	 �	 Adequacy test non-life insurance
		�  A quantitative test is carried out twice a year to establish the adequacy of the provisions for non-life claims. The method 

used to perform the adequacy test is different from that used for the life insurance and disability portfolios. For non-life 
insurance, the adequacy of the total of case estimates and the provision for IBNR (provision for late claims and development 
on existing cases) is tested. This test uses stochastic modelling techniques, which also take inflation and discounting into 
account.

		�  At year-end 2006, a part of REAAL Schadeverzekeringen’s portfolio (namely the direct business, excluding that from 
authorized agents and the entire non-life portfolio of Proteq Direct have been tested in this manner. The stochastic testing 
is supplemented by the assessment of actual claims development results and the effect of the reserving policy on the size of 
the provision held. The adequacy of the non-life provisions for the entire non-life portfolio is judged by combining these 
various test elements.

	
	3.18.3	 Derivatives embedded in host insurance contracts
		�  SNS 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 of the derivative is not 
included in full in the measurement of the contract. 

	 3.19	 Provision for employee benefits 
	3.19.1	 Pension commitments
		�  SNS REAAL has different pension plans, most of them defined contribution plans. A defined contribution plan is a pension 

plan in which SNS REAAL pays fixed contributions to a separate entity, the independent Stichting Pensioenfonds SNS REAAL 
(the pension fund). SNS REAAL has no legally enforceable or actual obligation to pay extra contributions if the fund has 
insufficient assets to make all the benefit payments in connection with staff performance during the reporting and prior 
periods. 

		�  For the defined contribution plans, SNS REAAL pays contributions to the pension fund. After payment of the contributions, 
SNS REAAL has no further payment obligations. 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 
period costs. 

		�  SNS REAAL additionally has a number of defined benefit pension plans. The Group’s net commitments arising from defined 
benefit pension plans are calculated separately for each plan by making an assessment of the pension entitlements that 
staff have accrued in exchange for their service during the period under review and prior periods. These pension 
entitlements are discounted in order to determine the present value, and the fair value of the fund investments is deducted 
from this. The discount rate represents the return as at balance sheet date of bonds with an AAA credit rating whose 
maturities approach the term of the Group’s commitments. 

		�  The actuarial gains and losses arising from defined benefit pension plans, insofar as 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 remainder of the service of the employees 
participating in the plan. Other than that, the actuarial gains or losses are not included in the income statement.

		�  When the calculation results in a positive outcome for the Group, the asset is stated at a maximum equal to 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. 

		�  Because of the acquisition of Bouwfonds Property Finance, SNS REAAL has defined benefit pension plans that are viewed as 
defined contribution plans because insufficient data are available. This will be described further in the notes to acquisitions.
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	3.19.2	 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 taken for reimbursement of medical expenses and long-service awards. To qualify for 
these benefits, the employment contract of the staff should normally have continued until the retirement age, and it should 
have lasted for a stated 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 pension plans. This liability is determined 
annually on the basis of actuarial principles.

	 3.20	 Other provisions
		�  SNS REAAL makes provisions 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.

	3.20.1	 Reorganisation provision
		�  The reorganisation provision comprises estimated termination benefits and other direct costs related to restructuring 

programmes. These costs are recognised in the period in which SNS REAAL is presented with a legally enforceable or actual 
obligation to pay. No provision is formed for costs or future operating losses stemming from the continuing operations of 
SNS REAAL.

		  SNS REAAL recognises termination benefits if the Group has demonstrably committed itself to:
		  §	� Termination of the employment contract of current employees in accordance with a detailed formal plan without the 

option of the plan being withdrawn; or 
		  §	� 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. 

	3.20.2	 Legal costs
		�  A provision for legal proceedings is made at balance sheet date for the estimated liability with respect to ongoing legal 

proceedings. Claims against SNS REAAL in legal proceedings are disputed. Although the outcome of these disputes cannot 
be predicted with certainty, it is assumed on the basis of legal advice obtained and information received that they will not 
have a substantial unfavourable effect on the financial position of SNS REAAL. The provision comprises an estimate of the 
legal costs and payments due during the course of the legal proceedings. 

	 3.21	 Derivatives
		  See 3.7 of these notes.

	 3.22	 Deferred tax liabilities
		�  Deferred tax liabilities concern tax payable in future periods in connection with taxable temporary differences. See 3.8 for 

detailed information.

	 3.23 	Savings
		�  This item consists of balances on savings accounts, savings deposits and term deposits of private clients. Upon first-time 

inclusion, savings are stated at fair value, including transaction costs. Thereafter, they are measured at amortised cost. A 
difference between the income and the redemption value based on the effective interest method is recognised under 
Ínterest expenses, banking operations, in the income statement during the term of the savings.

	 3.24	 Other amounts due to customers
		�  Amounts owed to customers concern unsubordinated debts to non-banks, other than in the form of debt certificates. Upon 

first-time inclusion, these debts are stated at fair value, including transaction costs. Thereafter, they are measured at 
amortised cost. A difference between the income and the redemption value based on the effective interest method is 
recognised under Interest expenses, banking operations, in the income statement during the term of these amounts owed 
to customers.

	 3.25 	Amounts due to credit institutions
		�  Amounts owed to credit institutions concern debts to banks. Upon first-time inclusion, these debts are measured at fair 

value, including transaction costs. Thereafter, they are stated at amortised cost. A difference between the income and the 
redemption value based on the effective interest method is recognised under interest charges in the income statement 
during the term of these debts to credit institutions.
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	 3.26	 Corporate tax
		�  Corporate tax relates to tax on the taxable profit for the period under review, and if any taxes due from previous periods. 

Dividend withholding tax recovered through the corporation tax return is also included in this item.

	 3.27 	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 customers 
and the clearing house in respect of option positions.

	 4	 Specific principles income statement

	 4.1	 Income
		��  Income represents the fair value of the services, after elimination of intra-group transactions within SNS REAAL. Income is 

recognised as follows:

	 4.1.1 	 Interest income, banking operations
		�  The interest income from banking operations comprises interest on monetary financial assets of SNS Bank attributable to 

the period. Interest income on financial assets not classified as fair value through profit and loss is recognised using the 
effective interest method based on the actual acquisition price. 

		�  The effective interest method is based on the estimated future cash receipts or payments, with account being taken of the 
risk of early redemption of the underlying financial instruments and the direct costs and revenues, such as the transaction 
costs charged, commission payable to intermediaries and discount or premiums. If the risk of early redemption cannot be 
reliably determined, SNS REAAL calculates the cash flows over the full term of the financial instruments. 

		�  Commitment fees, together with related direct costs, are deferred and recognised as an adjustment of the effective interest 
on a loan if it is likely that SNS REAAL will conclude a particular loan agreement. If the commitment expires without 
SNS REAAL extending the loan, the fee is recognised at the moment the commitment term expires. If it is unlikely that a 
particular loan agreement will be concluded, the commitment fee is recognised pro rata as a gain during the commitment 
term. 

		�  Interest income on monetary financial assets that have been subject to impairment and written down to the estimated 
recoverable amount or fair value is subsequently recognised on the basis of the interest rate used to determine the 
recoverable amount by discounting the future cash flows. 

 
	 4.1.2 	 Interest expenses, banking operations
		�  Interest expenses from banking operations comprise the interest expenses arising from financial liabilities of the banking 

operations. Financial liabilities not classified as fair value through profit are recognised using the effective interest method.

	 4.1.3	 Premium income
		�  Premium income consists of premiums received by REAAL Verzekeringen for insurance contracts it has issued. Premium 

income is divided into Regular Life, 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 costs, cost loadings and risk coverage are deferred and 
passed into profit proportionately over the lifetime of the current policy or, in the case of annuities, proportional to the 
amount of the benefits. 

		�  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.

	 4.1.4	 Reinsurance premiums
		�  This item represents the premiums on reinsurance contracts. These are recognised as a charge to the income statement 

proportionally during the term of the contract.

	 4.1.5	 Commission and management fees receivable
		�   Commission income and management fees include income from securities transactions for clients, asset management, 

commission from the insurance operations and other related services offered by SNS REAAL. These are recognised in the 

F-��3



SNS REAAL  Financial Statements 2006  consolidated financial statements 129SNS REAAL  Financial Statements 2006  consolidated financial statements

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 and loss, in which case the commission is included in the valuation result.

	 4.1.6	 Commission and management fees due
		�  This item includes commission and management fees payable by SNS REAAL. These costs are recognised in the reporting 

period in which SNS REAAL receives the services.

	 4.1.7	 Share in the results of associates
		�  This refers to SNS REAAL’s share in the results of associates. If the valuation of the associate falls to zero, no further losses 

are accounted for, unless the Group has entered into commitments or made payments on its behalf. 

		�  Where necessary, the accounting principles applied by the associates have been adjusted to ensure consistency with the 
accounting principles applied by SNS REAAL. 

	 4.1.8	 Result on Investments
		�  The result on investments consists of:
		  §	� Interest
		  §	� Dividend
		  §	� Rental income
		  §	� Increases and decreases in value

	4.1.8.1	 Interest
		�  The interest item comprises the parent company’s net interest income and interest income on investments of the parent 

company and REAAL Verzekeringen. The parent company’s net interest income is the difference between the interest income 
realised by the parent company and the parent company’s interest expenses.

	4.1.8.2	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.

	4.1.8.3	 Rental income
		�  Rental income consists of the rental income from investment property. This rental income is recognised as income on a 

straight-line basis for the duration of the lease agreement. 

	4.1.8.4	Increases and decreases in value
		�  This item relates to the realised and unrealised increases and decreases in the value of investments in the category fair value 

through profit and loss and realised increases and decreases in the value of the investments in the other categories. 
Realised value increases concern the difference between the sale price and amortised cost; unrealised value increases 
concern the difference between the fair value and the book value in the reporting period.

	 4.1.9	� Result on investment for insurance contracts on behalf of policy holders
		�  These investments are held on behalf of life insurance policyholders and are measured at fair value. Increases and decreases 

in the value of investments and book results on the sale of investments are recognised in the income statement as result on 
investments on behalf of policyholders. 

	4.1.10	 Result on derivatives and other financial instruments
		�  Derivatives are measured at fair value. Gains and losses from readjustments to fair value are taken to the income statement 

under result on derivatives and other 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 non-effective portion of any 
gains or losses is recognised under the ‘Result on derivatives and other financial instruments’.

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

	 4.2 	Expenses
		�  Expenses include the losses and charges arising from the ordinary business activities of SNS REAAL. 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 spread across different reporting periods, expenses are recognised in the 
income statement using a systematic method of allocation. Expenses are immediately included in the income statement if 
they are not expected to generate any future economic benefits.
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	 4.2.1 	 Technical expenses on insurance contracts
		�  Net movements in technical provisions are recorded under this item. The change in net provisions is the balance of the 

addition of required interest and premium payments to cover future payouts, less payments due and the actuarial result on 
surrender, cancellation and mortality.

	4.2.2	� Technical expenses on insurance contracts on behalf of policyholders 
		�  Movements in the unit-linked provisions are recorded under this item. (See the subsection on unit-linked contracts in the 

notes to technical insurance provision in section 3.) Payments to policyholders are also recorded under this item.

	4.2.3 	 Acquisition costs for insurance operations 
		�  Acquisition costs comprise the direct and indirect costs associated with acquiring an insurance contract, including 

brokerage fees, the costs of medical check-ups and administrative costs for administering new policies in the portfolio. 
Amortisation of capitalised external costs are included in this line item. The amortisation of capitalised cost is included in 
staff and other operational expenses.

	4.2.4	� Value adjustments to financial instruments and other assets
		�  Impairment losses concern the permanent loss on assets for which the book value exceeds the recoverable value. Goodwill 

and other intangible fixed assets, tangible fixed assets, investments in associates, investments, 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 section 3 under the applicable items.

	4.2.5	 Staff costs
		�  These costs concern all the costs related to staffing, including salaries, social security charges, pension charges and 

discounts extended to members of staff.

	4.2.6	 Depreciation and amortisation of tangible and intangible fixed assets
		�  This item comprises all depreciation and amortisation of tangible and intangible fixed assets. The specific principles for 

depreciation and amortisation are explained in more detail in section 3 under the applicable items.

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

	4.2.8	 Other interest expenses
		�  Other interest expenses comprise the interest expenses of the insurance operations arising from financial obligations. The 

interest expenses are recognised in the income statement under the effective interest method.

	 5	 Off-balance sheet commitments

		�  Contingent liabilities are liabilities not recognised on the balance sheet because the existence is contingent on one or more 
uncertain events that may or may not occur in the future without SNS REAAL having decisive influence on it. It is not possible 
to make a reliable estimate of the liability. 

		�  The maximum potential credit risk arising from these contingent liabilities of SNS REAAL 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 are without value. 

	 6 	Cash flow statement

		�  The cash flow statement is prepared according to the indirect method, which distinguishes between cash flows from 
operational, investment and financing activities. 

		�  Cash flows in foreign currency are converted at the average exchange rates during the financial year. 

		�  With regard to cash flow from operations, net profit is adjusted for gains and losses that did not result in income and 
payments in the same financial year and for changes in provisions and accrued and deferred items. 

		�  Investments in consolidated subsidiaries and associates are stated under ‘Cash flow investing activities’. The available cash 
and cash equivalents at acquisition date in these interests are deducted from the purchase price. 

		�  In the context of the cash flow statement, cash and cash equivalents are equal to the balance sheet item cash and cash 
equivalents. 
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Information by segment
SNS REAAL is a banking and insurance company that focuses mainly on the Dutch retail and SME markets. The offering consists of 
three core products: mortgages and property financing, savings and investments, and insurance. The services to the retail and SME 
markets are mostly done through the main brands SNS Bank and REAAL Verzekeringen and through several distribution channels.

The activities of SNS REAAL are organised in five primary business units: 

1	 SNS Bank 

1.1	 Retail Banking 
	� This business unit offers banking products in the field of mortgages and savings and investments for both the private and 

SME markets. In addition to SNS Bank, this unit also comprises ASN Bank, BLG Hypotheken, CVB Bank and SNS Securities. 
Until 1 July, the activities of SNS Asset Management were part of SNS Bank. As at 1 July 2006 SNS Asset Management became 
an independent unit and as such is part of the Group activities.

1.2	 Property Finance
	� This business unit carries out banking activities in the field of real estate investment and project financing. In 2006, this 

unit only contained the acquired activities of SNS Property Finance; the property financing that is at the moment still part 
of SNS Bank’s Retail Banking unit will be transferred to Property Finance in 2007. The 2006 income statement for this unit 
shows only one month’s worth of results of the Bouwfonds Property Finance acquisition.

2	 REAAL Verzekeringen 

2.1	 Life 
	� This business unit offers life and pension insurance policies to the private and SME markets. The REAAL Verzekeringen 

Leven unit includes the REAAL Levensverzekeringen and Proteq Levensverzekeringen.

2.2	 Non-life
	� This business unit offers non-life insurance policies with respect to property and mobility, bodily injury, invalidity and 

disability. The REAAL Verzekeringen Schade unit includes the REAAL Schadeverzekeringen and Proteq Schadeverzekeringen.

3	 Group activities

	� The group activities include the business units that are managed directly by the Group Executive Board and whose income 
and expenses are not attributed to the other business units. The Group activities unit also includes SNS REAAL Invest and as 
of 1 July 2006 SNS Asset Management.

Allocation of group costs

A number of corporate staff departments is shared. The costs of the corporate staff are charged on the basis of the service provided 
or proportionally allocated to the group’s subsidiaries. The costs of the Group Executive Board and certain holding company costs 
are not allocated to group subsidiaries. 

Income statement Insurance operations

In this overview, a distinction is made between the technical and non-technical result of REAAL Verzekeringen. The non-technical 
result also includes investment income that can be allocated to shareholders’ equity. In 2005 this only included interest expenses 
on intragroup loans.

Secondary segmentation

Given the limited importance of activities abroad (approximately € 2 billion loans and advances to customers), SNS REAAL does not 
provide a secondary, segmentation by region. 
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Balance sheet by segment
In € millions SNS Bank REAAL 

Verzekeringen
Group activities Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Assets
Goodwill and other intangible fixed 
assets 214 12 669 547 ‑‑ ‑‑ ‑‑ ‑‑ 883 559

Tangible fixed assets 163 153 81 76 ‑‑ ‑‑ 76 73 320 302

Investment in associates 34 2 69 77 39 50 (3) (3) 139 126

Subsidiaries ‑‑ ‑‑ ‑‑ ‑‑ 3,401 2,630 (3,401) (2,630) ‑‑ ‑‑

Investment property 6 1 205 201 ‑‑ ‑‑ (76) (73) 135 129

Investments 2,038 1,641 9,064 8,762 198 117 (674) (567) 10,626 9,953

Investments for insurance contracts 
on behalf of policy holders ‑‑ ‑‑ 3,955 3,426 ‑‑ ‑‑ ‑‑ ‑‑ 3,955 3,426

Derivatives 804 915 137 237 2 22 ‑‑ ‑‑ 943 1,174

Deferred tax assets 39 85 20 30 7 17 ‑‑ ‑‑ 66 132

Reinsurance contracts ‑‑ ‑‑ 338 365 ‑‑ ‑‑ ‑‑ ‑‑ 338 365

Loans and advances to customers 56,248 45,225 757 986 561 628 (866) (696) 56,700 46,143

Loans and advances to credit 
institutions 3,607 4,118 162 89 100 ‑‑ (100) ‑‑ 3,769 4,207

Corporate tax 106 50 36 39 108 100 ‑‑ ‑‑ 250 189

Other assets 436 299 400 37 39 14 (217) (43) 658 307

Cash and cash equivalents 687 597 698 584 415 301 (840) (406) 960 1,076
           

Total assets 64,382 53,098 16,591 15,456 4,870 3,879 (6,101) (4,345) 79,742 68,088

Equity and liabilities           

Equity attributable to shareholders 2,097 1,440 1,304 1,190 3,200 2,528 (3,401) (2,630) 3,200 2,528

Third-party interests ‑‑ ‑‑ 3 3 ‑‑ ‑‑ (3) (3) ‑‑ ‑‑
          

Group equity 2,097 1,440 1,307 1,193 3,200 2,528 (3,404) (2,633) 3,200 2,528

Participation certificates and 
subordinated debt 1,448 1,150 120 127 299 419 (203) (80) 1,664 1,616

Debt certificates 30,841 25,465 ‑‑ ‑‑ 418 189 ‑‑ ‑‑ 31,259 25,654

Technical provisions, insurance 
operations ‑‑ ‑‑ 13,313 12,694 ‑‑ ‑‑ (30) (36) 13,283 12,658

Provision for employee benefits ‑‑ ‑‑ 18 12 20 28 30 36 68 76

Other provisions 24 23 4 6 1 15 ‑‑ ‑‑ 29 44

Derivatives 682 939 4 33 6 4 ‑‑ ‑‑ 692 976

Deferred tax liabilities 97 119 146 199 ‑‑ 6 ‑‑ ‑‑ 243 324

Savings 13,678 12,333 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 13,678 12,333

Other amounts due to customers 7,019 7,494 402 369 611 527 (1,553) (1,312) 6,479 7,078

Amounts due to credit institutions 7,299 3,103 663 425 246 108 (674) (217) 7,534 3,419

Corporate tax 7 ‑‑ 6 4 ‑‑ ‑‑ ‑‑ ‑‑ 13 4

Other liabilities 1,190 1,032 608 394 69 55 (267) (103) 1,600 1,378
           

Total equity and liabilities 64,382 53,098 16,591 15,456 4,870 3,879 (6,101) (4,345) 79,742 68,088

Other information: 
Investments and acquisitions in 
intangible and tangible fixed assets 249 38 30 26 ‑‑ ‑‑ ‑‑ ‑‑ 279 64

Amortisation and depreciation of 
intangible and tangible fixed assets 27 27 24 14 ‑‑ ‑‑ ‑‑ ‑‑ 51 41

Investments and acquisitions in intangible and tangible fixed assets excluding of € 200 million (2005: € 189 million) of capitalised 
acquisition expenses for the insurance operation. The amortisation and depreciation of intangible and tangible fixed assets is 
also excluding of € 83 million (2005: € 48 million) of capitalised acquisition expenses for insurance operations.

F-��7



SNS REAAL  Financial Statements 2006  segmented financial statements 133SNS REAAL  Financial Statements 2006  segmented financial statements

Income statement by segment 
In € millions SNS Bank REAAL 

Verzekeringen
Group activities Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Income
Interest income, banking operations 
third parties 2,314 1,996 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 2,314 1,996

Interest income, banking operations 
group companies ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑

Interest expense, banking operations 
third parties 1,715 1,374 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1,715 1,374

Interest expense, banking operations 
group companies 32 27 ‑‑ ‑‑ ‑‑ ‑‑ (32) (27) ‑‑ ‑‑

          
Net interest income, banking 
operations 567 595 ‑‑ ‑‑ ‑‑ ‑‑ 32 27 599 622

Premium income ‑‑ ‑‑ 2,007 1,789 ‑‑ ‑‑ ‑‑ ‑‑ 2,007 1,789

Reinsurance premium ‑‑ ‑‑ 49 44 ‑‑ ‑‑ ‑‑ ‑‑ 49 44
          

Net premium income ‑‑ ‑‑ 1,958 1,745 ‑‑ ‑‑ ‑‑ ‑‑ 1,958 1,745

Commission and management fees 
receivable from third parties 122 110 48 43 1 ‑‑ ‑‑ ‑‑ 171 153

Commission and management fees 
receivable from group companies 31 28 2 ‑‑ 12 ‑‑ (45) (28) ‑‑ ‑‑

Commission and management fees 
due to third parties 23 24 ‑‑ ‑‑ 1 ‑‑ ‑‑ ‑‑ 24 24

Commission and management fees 
due to group companies 10 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (10) ‑‑ ‑‑ ‑‑

          
Net commission and management fees 120 114 50 43 12 ‑‑ (35) (28) 147 129

Share in result of associates (1) 1 3 2 410 346 (399) (340) 13 9

Result on investments 67 26 576 545 41 34 (57) (56) 627 549

Result on investments for insurance 
contracts on behalf of policy holders ‑‑ ‑‑ 215 394 ‑‑ ‑‑ ‑‑ ‑‑ 215 394

Result on derivatives and other 
financial instruments 15 33 (9) (2) ‑‑ ‑‑ ‑‑ ‑‑ 6 31

Other operating income ‑‑ (4) 2 5 ‑‑ ‑‑ ‑‑ ‑‑ 2 1
           

Total income 768 765 2,795 2,732 463 380 (459) (397) 3,567 3,480
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In € millions SNS Bank REAAL 
Verzekeringen

Group activities Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Transport Total income 768 765 2,795 2,732 463 380 (459) (397) 3,567 3,480

Expenses
Technical expenses on insurance 
contracts ‑‑ ‑‑ 1,391 1,313 ‑‑ ‑‑ ‑‑ ‑‑ 1,391 1,313

Technical expenses related to 
insurance contracts on behalf of policy 
holders ‑‑ ‑‑ 663 782 ‑‑ ‑‑ ‑‑ ‑‑ 663 782

Acquisition costs for insurance 
operations ‑‑ ‑‑ 240 188 ‑‑ ‑‑ (22) (21) 218 167

Value adjustments to financial 
instruments and other assets 36 50 (2) 7 1 3 ‑‑ ‑‑ 35 60

Staff costs 283 258 146 127 74 58 ‑‑ ‑‑ 503 443

Depreciation and amortisation of 
tangible and intangible fixed assets 25 27 16 11 ‑‑ ‑‑ ‑‑ ‑‑ 41 38

Other operating expenses 173 172 74 69 (38) (40) ‑‑ ‑‑ 209 201

Other interest expenses ‑‑ ‑‑ 34 41 43 49 (29) (30) 48 60
           

Total expenses 517 507 2,562 2,538 80 70 (51) (51) 3,108 3,064

           

Operating profit before taxation 251 258 233 194 383 310 (408) (346) 459 416

Taxation 37 54 63 54 (11) (13) (1) (2) 88 93

Third party interests ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑
           

Net profit attributable to 
shareholders 214 204 170 140 394 323 (407) (344) 371 323
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Balance sheet SNS Bank by segment 
In € millions Retail 

Banking
Property 
Finance

Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005

Assets
Goodwill and other intangible fixed assets 209 12 5 ‑‑ ‑‑ ‑‑ 214 12

Tangible fixed assets 162 153 1 ‑‑ ‑‑ ‑‑ 163 153

Investments in associates ‑‑ 2 34 ‑‑ ‑‑ ‑‑ 34 2

Subsidiaries 645 ‑‑ ‑‑ ‑‑ (645) ‑‑ ‑‑ ‑‑

Investment property 1 1 5 ‑‑ ‑‑ ‑‑ 6 1

Investments 2,038 1,641 ‑‑ ‑‑ ‑‑ ‑‑ 2,038 1,641

Derivatives 804 915 ‑‑ ‑‑ ‑‑ ‑‑ 804 915

Deferred tax assets 32 85 7 ‑‑ ‑‑ ‑‑ 39 85

Loans and advances to customers 56,006 45,225 8,809 ‑‑ (8,567) ‑‑ 56,248 45,225

Loans and advances to credit institutions 3,592 4,118 346 ‑‑ (331) ‑‑ 3,607 4,118

Corporate tax 106 50 ‑‑ ‑‑ ‑‑ ‑‑ 106 50

Other assets 384 299 75 ‑‑ (23) ‑‑ 436 299

Cash and cash equivalents 672 597 15 ‑‑ ‑‑ ‑‑ 687 597
         

Total assets 64,651 53,098 9,297 ‑‑ (9,566) ‑‑ 64,382 53,098

Equity and Liabilities
Equity attributable to shareholders 2,097 1,440 645 ‑‑ (645) ‑‑ 2,097 1,440

Third party interests ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑
        

Group equity 2,097 1,440 645 ‑‑ (645) ‑‑ 2,097 1,440

Participation certificates and subordinated debts 1,448 1,150 ‑‑ ‑‑ ‑‑ ‑‑ 1,448 1,150

Debt certificates 30,841 25,465 ‑‑ ‑‑ ‑‑ ‑‑ 30,841 25,465

Provision for employee benefits ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑

Other provisions 22 23 2 ‑‑ ‑‑ ‑‑ 24 23

Derivatives 682 939 ‑‑ ‑‑ ‑‑ ‑‑ 682 939

Deferred tax liabilities 89 119 8 ‑‑ ‑‑ ‑‑ 97 119

Savings 13,678 12,333 ‑‑ ‑‑ ‑‑ ‑‑ 13,678 12,333

Other amounts due to customers 7,350 7,494 ‑‑ ‑‑ (331) ‑‑ 7,019 7,494

Amounts due to credit institutions 7,286 3,103 8,580 ‑‑ (8,567) ‑‑ 7,299 3,103

Corporate tax  (1) ‑‑ 8 ‑‑ ‑‑ ‑‑ 7 ‑‑

Other liabilities 1,159 1,032 54 ‑‑ (23) ‑‑ 1,190 1,032
         

Total equity and liabilities 64,651 53,098 9,297 ‑‑ (9,566) ‑‑ 64,382 53,098
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Income statement SNS Bank by segment 
In € millions Retail Banking Property Finance Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005

Income
Interest income, banking operations 2,300 1,996 39 ‑‑ (25) ‑‑ 2,314 1,996

Interest expense, banking operations 1,749 1,401 23 ‑‑ (25) ‑‑ 1,747 1,401
        

Net interest income, banking operations 551 595 16 ‑‑ ‑‑ ‑‑ 567 595

Commission and management fees receivable 153 138 ‑‑ ‑‑ ‑‑ ‑‑ 153 138

Commission and management fees due 33 24 ‑‑ ‑‑ ‑‑ ‑‑ 33 24
        

Net commission and management fees 120 114 ‑‑ ‑‑ ‑‑ ‑‑ 120 114

Share in the result of associates and subsidiaries 6 1 (1) ‑‑ (6) ‑‑ (1) 1

Result on investments 67 26 ‑‑ ‑‑ ‑‑ ‑‑ 67 26

Result on derivatives and other financial instruments 15 33 ‑‑ ‑‑ ‑‑ ‑‑ 15 33

Other operating income ‑‑ (4) ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (4)
         

Total income 759 765 15 ‑‑ (6) ‑‑ 768 765

Expenses
Value adjustments to financial instruments and other 
assets 35 50 1 ‑‑ ‑‑ ‑‑ 36 50

Staff costs 280 258 3 ‑‑ ‑‑ ‑‑ 283 258

Depreciation and amortisation of tangible and intangible 
fixed assets 25 27 ‑‑ ‑‑ ‑‑ ‑‑ 25 27

Other operating expenses 171 172 2 ‑‑ ‑‑ ‑‑ 173 172
         

Total expenses 511 507 6 ‑‑ ‑‑ ‑‑ 517 507

Operating profit before taxation 248 258 9 ‑‑ (6) ‑‑ 251 258

Taxation 34 54 3 ‑‑ ‑‑ ‑‑ 37 54

Third party interests ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑
         

Net profit attributable to shareholders 214 204 6 ‑‑ (6) ‑‑ 214 204
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Balance sheet REAAL Verzekeringen by segment 
In € millions Life Non-life Total

2006 2005 2006 2005 2006 2005

Assets
Goodwill and other intangible fixed assets 669 547 ‑‑ ‑‑ 669 547

Tangible fixed assets 79 73 2 3 81 76

Investments in associates 69 77 ‑‑ ‑‑ 69 77

Investment property 205 201 ‑‑ ‑‑ 205 201

Investments 8,366 8,019 698 743 9,064 8,762

Investments for insurance contracts on behalf of policyholders 3,955 3,426 ‑‑ ‑‑ 3,955 3,426

Derivatives 137 237 ‑‑ ‑‑ 137 237

Deferred tax assets 16 26 4 4 20 30

Reinsurance contracts 188 196 150 169 338 365

Loans and advances to customers 751 986 6 ‑‑ 757 986

Loans and advances to credit institutions 94 89 68 ‑‑ 162 89

Corporate tax 36 39 ‑‑ ‑‑ 36 39

Other assets 243 8 157 29 400 37

Cash and cash equivalents 684 564 14 20 698 584
       

Total assets 15,492 14,488 1,099 968 16,591 15,456

Equity and liabilities
Equity attributable to shareholders 1,124 1,010 180 180 1,304 1,190

Third party interests 3 3 ‑‑ ‑‑ 3 3
      

Group equity 1,127 1,013 180 180 1,307 1,193

Participation certificates and subordinated debts 116 123 4 4 120 127

Technical provision, insurance operations 12,612 11,953 701 741 13,313 12,694

Provision for employee benefits 4 4 14 8 18 12

Other provisions 4 6 ‑‑ ‑‑ 4 6

Derivatives 4 33 ‑‑ ‑‑ 4 33

Deferred tax liabilities 142 192 4 7 146 199

Other amounts due to customers 375 353 27 16 402 369

Amounts due to credit institutions 659 417 4 8 663 425

Corporate tax 6 1 ‑‑ 3 6 4

Other liabilities 443 393 165 1 608 394
       

Total equity and liabilities 15,492 14,488 1,099 968 16,591 15,456
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Income statement REAAL Verzekeringen by segment 
In € millions Life Non-life Total

2006 2005 2006 2005 2006 2005

Income
Premium income 1,561 1,443 446 346 2,007 1,789

Reinsurance premium 14 21 35 23 49 44
      

Net premium income 1,547 1,422 411 323 1,958 1,745

Commission and management fees receivable 37 35 13 8 50 43

Commission and management fees due ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑
      

Net commission and management fees 37 35 13 8 50 43

Share in the result of associates 3 2 ‑‑ ‑‑ 3 2

Result on investments 549 516 27 29 576 545

Result on investments for insurance contracts on behalf of policyholders 215 394 ‑‑ ‑‑ 215 394

Result on derivatives and other financial instruments (9) (2) ‑‑ ‑‑ (9) (2)

Other operating income 1 2 1 3 2 5
       

Total income 2,343 2,369 452 363 2,795 2,732

Expenses
Technical expenses on insurance contracts 1,158 1,148 233 165 1,391 1,313

Technical expenses on insurance contracts on behalf of policyholders 663 782 ‑‑ ‑‑ 663 782

Acquisition costs for insurance operations 135 103 105 85 240 188

Value adjustments to financial instruments and other assets (2) 7 ‑‑ ‑‑ (2) 7

Staff costs 100 95 46 32 146 127

Depreciation and amortisation of tangible and intangible fixed assets 16 11 ‑‑ ‑‑ 16 11

Other operating expenses 38 30 36 39 74 69

Other interest expenses 32 40 2 1 34 41
       

Total expenses 2,140 2,216 422 322 2,562 2,538

Operating profit before taxation 203 153 30 41 233 194

Taxation 54 40 9 14 63 54

Third party interests ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑
       

Net profit attributable to shareholders 149 113 21 27 170 140
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Income Statement REAAL Verzekeringen 
In € millions Life Non-life

2006 2005 2006 2005

Technical account
Premium income own account:
- Gross premium income 1,561 1,443 446 346

- Outward reinsurance premiums (14) (21) (35) (23)
    

1,547 1,422 411 323

Change in technical provision for unearned premiums and current risks:
- Gross 2 10

- Reinsurers’ share ‑‑ (4)
    

2 6

Result on investments:
- Investments for own account 543 516 27 29

- Investments for insurance contracts on behalf of policyholders 215 394 ‑‑ ‑‑

- Investment income attributed to Non-technical account (70) (34) (7) (7)
    

688 876 20 22

Benefits/claims:
- Gross (1,148) (1,158) (250) (207)

- Reinsurers’ share 31 18 26 26
    

(1,117) (1,140) (224) (181)

Changes in provisions:
-Gross (644) (703) 22 22

-Reinsurers’ share (9) 2 (20) (9)
    

(653) (701) 2 13

Profit-sharing and rebates (45) (86) ‑‑ ‑‑

Operating expenses (115) (107) (80) (70)

Acquisition costs (135) (102) (94) (77)
    

Total expenses (250) (209) (174) (147)

Investment expenses
- Investment expenses (32) (40) (2) (1)

- Investment expenses attributed to non-technical account 15 18 1 ‑‑
    

(17) (22) (1) (1)

Other technical expenses (6) (4) (13) (3)
     

Result technical account 147 136 23 32
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In € millions 2006 2005

Non-technical account
Technical result, Life 147 136

Technical result, Non-life 23 32
   

Total technical result 170 168

Income from investments transferred from technical account 77 41

Investment expenses transferred from technical account (16) (18)

Other income 2 5

Other expenses ‑‑ (2)
  

Operating profit before taxation 233 194

Taxation (63) (54)

Third party intrests ‑‑
   

Net profit attributable to shareholders 170 140

Some of the comparative figures have been restated for comparison purposes.
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Acquisitions

Acquisition Bouwfonds Property Finance 
On 1 December 2006 SNS REAAL acquired Bouwfonds Property Finance B.V. (BPF). BPF has been renamed SNS Property Finance. 
The acquisition is an important strategic step because it has made SNS REAAL one of the major players in property finance in the 
Netherlands, a market in which SNS REAAL operates for a number of years. The existing activities of SNS REAAL in the field of 
property finance will be integrated in SNS Property Finance in 2007. SNS Property Finance was acquired by SNS Bank. Along with 
SNS Property Finance, a number of holding activities were acquired that are directly relevant to the activities of SNS Property 
Finance.

SNS Property Finance contributed € 7 million to SNS REAAL net profit in the period from 1 December 2006 though 31 December 
2006 before amortisation of the IFRS purchase accounting adjustments and higher interest expenses as a result of refinancing. 
After adjusting for these items, the acquisition contributed € 6 million to 2006 net profit. 

A break-down of the purchase price and the fair value of the acquired assets and liabilities is provided below:

In € millions

Costs directly related to the acquisition 11

Interest paid between the contract date (1 July) and effective date of the acquisition (1 December) 15

Purchase price 810
 

Total cost price acquisition 836

Fair value of the assets and liabilities acquired 640
  

Goodwill 196

Fair value of net assets acquired
The fair value of the assets, liabilities and contingent liabilities acquired has been determined provisionally; additional information 
might become available after the balance sheet date. Any possible adjustments as a result of a more precise reading of the fair 
value will be treated as adjustments to the fair value originally recognised and/or goodwill, should these adjustments become 
known within 12 months of the acquisition date. The goodwill will be assigned to the cash flow generating units of SNS REAAL in 
2007. 
A revaluation of the fair value, as at 1 December 2006, of the investments in associates (including joint ventures) and the 
adjustments to the accounting principles for the pension provision has not yet taken place because the information required for 
these items was not available in time. The valuation of these items is identical to the valuation as previously accounted for by 
Bouwfonds Property Finance. Calculation of the adjustments will take place in 2007, after which goodwill will be adjusted. It is 
expected that this will lead to an upward adjustment of fair value for the investments in associates and conversely a downward 
adjustment of goodwill. The adjustment of the accounting principles for the pension provision is expected to result in a higher 
capitalisation of goodwill.
 

SNS REAAL accounts for the customer relations acquired as a new intangible fixed asset. This intangible fixed asset is taken at fair 
value as at the effective date of the acquisition and has an economic life of 5 years. 

Goodwill
Goodwill expresses the income and expense synergies, as well as the value of SNS Property Finance’s staff that can not be 
accounted for separately. 
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The assets and liabilities of the acquisition break down as follows: 

In € millions Fair value 
1 December 2006

Book value BPF 
1 December 2006

Assets
Goodwill and other intangible fixed assets 5 ‑‑

Tangible fixed assets 1 1

Investments in associates 37 37

Investment property 5 5

Deferred tax assets 2 ‑‑

Loans and advances to customers 8,454 8,438

Loans and advances to credit institutions 28 28

Other assets 198 198

Cash and cash equivalents 6 6
   

Total assets 8,736 8,713

Equity and liabilities
Equity attributable to shareholders 640 626

Other provisions 2 ‑‑

Amounts due to credit institutions 7,831 7,831

Deferred tax liabilities 3 (2)

Corporate tax 5 5

Other liabilities 255 253
   

Total equity and liabilities 8,736 8,713

The fair value of the net assets acquired is based on the present value of the estimated future cash flows. 
 

The net profit of the SNS Property Finance for 2006 was € 94 million, while total income amounted to € 199 million. These 2006 
figures are pro-forma figures and are based on the accounting principles of Bouwfonds Property Finance before amortisation of 
IFRS purchase accounting adjustments and before the impact of the change in funding costs as a result of refinancing. 

Acquisition Route Mobiel
REAAL Verzekeringen in mid June 2006 acquired the remaining 60% of the shares of Route Mobiel B.V., raising REAAL 
Verzekeringen’s stake in Route Mobiel B.V. to 100% as of this date. Purchasing all the shares is part of the strategy of offering 
innovative retail products and concepts. REAAL Verzekeringen expects to expand Route Mobiel’s business further now that it owns 
all the shares. The activities of Route Mobiel are complementary to those of REAAL Verzekeringen because drivers subscribing to 
Route Mobiel are potential clients for our other insurance products. 

SNS REAAL has included new intangible fixed assets as a result of the acquisition; the brand name (amortised in 10 years) and the 
value of the client portfolio (amortised in 5 years). These intangible fixed assets are taken at fair value as per the effective date of 
the acquisition. Goodwill has also been recognised as a result of the acquisition. The total value of goodwill and other intangible 
fixed assets amounts to € 9 million. 

Acquisition Van Leeuwenhoeck Research
SNS REAAL has bought the activities of Van Leeuwenhoeck Research in order to widen its offering of securities research and advice 
to institutional investors. SNS REAAL has strengthened its ability to offer fundamental research and value analysis of 
biotechnological companies.

Proposed acquisition of Regio Bank
On 4 December 2006, SNS REAAL announced it signed a Memorandum of Understanding with ING on the proposed acquisition of 
Regio Bank. The acquisition is expected to be completed in the course of 2007. Further details will be announced after the 
agreement has been signed.
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Risk management SNS REAAL

1  Risk profile 

SNS REAAL operates on the basis of a sound balance between risk and return, while aiming at a moderate risk profile. Our risk 
profile is determined by our focus on retail and SME customers, the Dutch market and the three core product groups: mortgages 
and property finance, savings and investments and insurance. Following the acquisition of SNS Property Finance, SNS REAAL still 
retains a sound balance between return and risk.

SNS REAAL believes that the focus on the consumer and SME markets has a lower risk profile than providing banking and insurance 
services to large companies. Furthermore, SNS Bank’s assets largely consist of private mortgages, which in the Netherlands have 
historically carried minimal credit losses. As a result of the acquisition of Bouwfonds Property Finance (hereafter SNS Property 
Finance), SNS Bank’s portfolio has been expanded by approximately € 8.8 billion in investment and property financing. This 
portfolio has shown stable profit growth over the past three years. SNS Property Finance has also shown a modest risk profile in 
terms of losses in credit portfolio over the past three years. These losses amounted to 4 basis points on avarage.

The risk policy will be discussed extensively in this section. The risks will be outlined by risk type and the measures aimed at 
mitigating risk will be discussed. SNS REAAL is active in the banking and insurance markets and therefore there is a natural offset in 
risk between SNS Bank and REAAL Verzekeringen. This is particularly true for Asset and Liability Management (ALM) risk: The assets 
of SNS Bank have a longer duration than the liabilities while the reverse is true for REAAL Verzekeringen. In terms of ALM Economic 
Capital terms (this is a Value-at-Risk measure with 99.96% reliability); the diversification benefit is about 30% i.e. the ALM 
Economic Capital of SNS REAAL as a whole is 30% lower than the sum of Economic capital for SNS Bank and REAAL Verzekeringen 
as separate entities. 

2  Risk management Bank

2.1 Credit risk
Credit risk is the risk of a debtor defaulting in whole or in part, or of its rating deteriorating such that it has a negative impact on 
the company’s results and/or net asset value.

Credit risk profile SNS Bank
SNS Bank recognises various types of credit risk, most of which are in respect of mortgage-backed loans. Of these, the bulk is in 
respect of mortgages on residential properties, being 80% of the total loan book. Resulting from the acquisition of Bouwfonds 
Property Finance’s portfolio, there has been greater focus on commercial property financing, which carries a higher average risk 
profile but also creates more diversity in the overall portfolio. The credit portfolio of SNS Property Finance comprises 36% project 
finance and 64% investment finance. 77% of the loans have been extended to the Dutch SME market and 23% have been extended 
internationally. 
With regard to private debtors, these are diversified evenly across the country, while other commercial clients are diversified evenly 
across the different industries. The portfolio consists primarily of mortgage loans, so the risk profile can be characterised as 
moderate to low.
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 Composition credit portfolio SNS Bank
The portfolio of SNS Bank, which carries credit risk, breaks down as follows (net amounts):

In € millions 2006 2005

Investments 2,038 1,641

Derivatives 804 915

Mortgages loans 44,930 42,558

Property finance 8,809 ‑‑

Other loans and advances to customers 2,509 2,667
    

Total loans and advances to customers 56,248 45,225

Loans and advances to credit institutions  3,607  4,118 

Other assets, no lending operations  998  602 

Cash and cash equivalents  687  597 
     

Total  64,382  53,098 

 
Off-balance sheet commitments
Liabilities from pledges and guarantees given  419  108 

Liabilities from irrevocable facilities  2,696  1,334 
     

Total 67,497 54,540

Credit management SNS Bank investments
The investments have been grouped per industry as follows:

In € millions Available for sale Held for trading Total

2006 2005 2006 2005 2006 2005

Shares and similar investments:
Financial institutions ‑‑ ‑‑ 1 31 1 31

Trade, industry and other services 15 15 41 2 56 17

Other 4 ‑‑ 5 ‑‑ 9 ‑‑
      

19 15 47 33 66 48

Interest bearing securities:
Loans and receivables:
Financial institutions ‑‑ ‑‑ 1 ‑‑ 1 ‑‑

Trade, industry and other services ‑‑ ‑‑ 2 ‑‑ 2 ‑‑

Bonds and fixed-interest investments:
Public sector - domestic 352 718 ‑‑ ‑‑ 352 718

Public sector - foreign 1,064 639 27 19 1,091 658

Financial institutions 61 87 218 59 279 146

Trade, industry and other services 137 22 54 17 191 39

Other 5 9 51 23 56 32
      

1,619 1,475 353 118 1,972 1,593

       
Total 1,638 1,490 400 151 2,038 1,641
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The interest bearing investments have been grouped per rating as follows:

In € millions Available for sale Held for trading Total

2006
AAA 50 11 61 

AA 1,201 66 1,267

A  334 137 471 

BBB  ‑‑ 5 5 

Below BBB 4 ‑‑ 4 

Unrated 30 134 164 
    

Total  1,619  353  1,972

Credit management SNS Bank loans and advances to clients
Loans to private clients consisting of mortgage loans or consumer credit are accepted by the relevant authorised officers on the 
basis of an extensive system of acceptance standards and policy rules. The acceptance of loans to private clients, insofar as 
mortgage loans are concerned, is carried out centrally. The acceptance score models, partly developed within the Basel II 
framework, play a supporting role. 

Credit management for established clients takes place at client level by actively monitoring and following up on delays in payment. 
This process is supported by automated systems that categorises and prioritises clients with payment delays. A Portfolio 
Management Process is used for the effective management of credit risks at portfolio level and to prevent concentration risk. There 
are three parts to this process: classifying risk measures for mortgage loans, monthly portfolio monitoring (including reporting) 
and portfolio management.
The instruments for adjusting the portfolio consist of pricing policy, acceptance and management policy, special offers (marketing) 
and product development.

Decisions on management actions are taken in the Price Risk Committee. The committee manages the portfolio on the basis of the 
development of Probability of Default (PD), Loss Given Default (LGD) and the underlying risk indicators. Monitoring PD and LGD 
and the underlying risk indicators provides a transparent view of the development of credit risk.

The loans and advances to customers can be specified as follows according to type of security and credit risk:

In € millions 2006 2005

Mortgage 
loans

Property 
finance

Other Total Mortgage 
loans

Other Total

Residential property in the Netherlands:
- Mortgages < 75% of foreclosure value 21,383 692 ‑‑ 22,075 21,990 ‑‑ 21,990

- Mortgages > 75% of foreclosure value 3,497 1,733 ‑‑ 5,230 4,395 ‑‑ 4,395

- Mortgages with National Mortgage Guarantee 6,331 ‑‑ ‑‑ 6,331 6,518 ‑‑ 6,518

Securitised mortgages 11,272 ‑‑ ‑‑ 11,272 7,585 ‑‑ 7,585

Residential property outside the Netherlands 177 596 ‑‑ 773 204 ‑‑ 204

Non-residential property in the Netherlands:
- Mortgage backed loans 2,329 4,209 ‑‑ 6,538 1,909 ‑‑ 1,909

- Other securities and unsecured loans ‑‑ 191 2,609 2,800 ‑‑ 2,791 2,791

Non-residential property outside the Netherlands:
- Mortgage backed outside the Netherlands ‑‑ 1,339 ‑‑ 1,339 ‑‑ ‑‑ ‑‑

- Other securities and unsecured loans ‑‑ 100 ‑‑ 100 ‑‑ ‑‑ ‑‑

Provisions for bad debts:
- Specific provision (54) (46) (83) (183) (39) (97) (136)

- IBNR (5) (5) (17) (27) (4) (27) (31)
        

Total 44,930 8,809 2,509 56,248 42,558 2,667 45,225
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With regard to the property financing and other credit portfolio, credit management is carried out at the client level, based on the 
management information system credit risk management, which indicates potential problems at an early stage on a daily basis , 
using a number of risk indicators. At the portfolio level, risks are tracked on a quarterly basis, based on extensive reporting of the 
developments in the portfolio. Besides the rate of contamination, the division across different industries is also monitored and 
adjusted if necessary. 

The portfolio shows a sound diversification across different industries. The share of “Construction and property” consists mostly of 
mortgage backed loans for commercial property. Following the acquisition of Bouwfonds Property Finance and given the future 
strategic policy for the property portfolio, the share of mortgage backed loans, both for commercial and non-commercial property, 
will be considerable. This will positively impact the risk profile of the portfolio.

The division of loans and advances to customers are specified according to type of segment or counterparty as follows:

In € millions 2006 2006
%

2005 2005
%

Construction and property 7,576 13.5% 40 0.1%

Public sector 13 0.0% 468 1.0%

Agriculture, horticulture, forestry and fishery 68 0.1% 20 0.0%

Industry 238 0.4% 40 0.1%

Service sector companies 3,240 5.8% 1,124 2.5%

Financial institutions 1,287 2.3% 471 1.0%

Other commercial 1,852 3.3% 1,922 4.2%

Private clients 42,184 75.0% 41,307 91.3%

Provisions for bad debts:
- Specific provision (183) (0.3%) (136) (0.3%)

- IBNR (27) 0.0% (31) (0.1%)
     

Total 56,248 100.0% 45,225 100.0%

Arrears management SNS Bank
An essential part of the risk policy is the timely deployment of the Arrears management department. If a borrower is seen no longer 
to be fulfilling his obligations to the bank, or the borrower’s financial position has deteriorated to such an extent that he is 
expected not to fulfil his obligations in the near future, his file is handed over to the Arrears management department. This 
department, part of the Credit Risk Management, will, depending on the severity of the problem, take measures aimed at 
minimising the risk to the bank. In addition the department will determine, on a quarterly basis, the level of the provisions to be 
made and formulate proposals to the SNS Bank’s Credit Commission accordingly.

The following table provides information regarding provisioned loans:

In € millions Book value 
unprovisioned 

loans

Book value 
provisioned 
loans (gross 
receivable)

Specific 
provision

IBNR-
provision

Total book 
value

Fair value collateral for 
provisioned receivables 

and receivables in
arrears

2006
Mortgage loans and other 
loans and advances to 
customers 45,868 1,730 (137) (22) 47,439 2,097

Property finance 8,685 175 (46) (5) 8,809 414
       

Total 54,553 1,905 (183) (27) 56,248 2,511

Defaults on the basis of the portfolio history (IBNR) are taken into account. For SME clients provisions are calculated based on risk 
classes. For private clients provisions are determined based on the number of months in arrears.

SNS Bank’s mortgage portfolio’s credit risk quality shows a stable picture over 2006.

The Loan to Foreclosure Value (LtFV) is an important risk indicator for managing the portfolio. The LtFV shows the level of 
collateralization by taking the outstanding loan as a percentage of the forceclosure value of the collateral. The Loan to Market 
Value (LtMV) relates to the market value of the collateral. The collateral mainly consists of houses for private occupation, 
residential/shop premises, apartments, business premises and commercial property. The value of other securities is negligible. 
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For SNS Bank’s mortgage portfolio, the weighted average LtFV at year end 2006 was 91% (2005:92%), based on an indexed LtFV 79% 
(2005: 81%). The weighted average LtMV is 80% at year end 2006, equal to the weighted average at year end 2005; taking into 
account inflation compensation this ratio becomes 69% and 71% respectively.

During 2006 the default percentage1 remained stable at 0.60%. In 2005 this percentage was higher on average and also showed 
greater variability over the year. The main factor in this improvement was the further decrease in the number of customers with 
payment arrears.

Following the acquisition of Bouwfonds Property Finance the 2006 level of contamination 2 of the rest of the portfolio, which 
specifically contains banking’s SME credit portfolio, cannot be reasonably compared to 2005. The level of contamination of the 
original portfolio is lower than in 2005. The level of contamination of SNS Property Finance is lower than the original portfolio. This 
has a positive impact on the total level of contamination owing to the size of the SNS Property Finance portfolio.

The provisions for the whole credit portfolio have increased, mainly due to the acquisition of SNS Property Finance. The credit 
provision in relation to the risk weighted assets of SNS Bank have decreased from the 2005 value of 0.80% to 0.74%.

Arrears financial assets SNS Bank:

In € millions No arrears B 3 months > 3 months
B 6 months

> 6 months
B 1 year

> 1 year Total

2006
Investments 2,038 ‑‑ ‑‑ ‑‑ ‑‑ 2,038

Derivatives 804 ‑‑ ‑‑ ‑‑ ‑‑ 804

Mortgage loans and other loans and 
advances to customers 45,709 1,264 128 99 239 47,439

Property finance 8,634 ‑‑ 175 ‑‑ ‑‑ 8,809

Loans and advances to credit 
institutions 3,607 ‑‑ ‑‑ ‑‑ ‑‑ 3,607

Other assets 1,685 ‑‑ ‑‑ ‑‑ ‑‑ 1,685
       

Total 62,477 1,264 303 99 239 64,382

The management of customer payment arrears has been almost completely computerized. In addition, making use of score-card 
models, a prioritising method has been put in place to support an adequate arrears management with regard to the size of the 
credit risk and the level of the probability of default. 

Credit management SNS Bank loans and advances to credit institutions and derivatives
SNS Financial Markets conducts money and capital market transactions with various bank counterparties as part of its treasury and 
funding activities.This includes derivative transactions to hedge against interest rate and exchange rate risks. Derivative 
transactions that are part of Credit Support Annex (CSA) have maturities ranging from 1 to 20 years, with the emphasis on longer-
term maturities. These CSAs are primarily aimed at minimising counterparty risk. Changes in the present value of all active 
transactions with counterparties are regularly accounted for on a cash basis.

Credit risk SNS Bank
The table below gives an indication of the credit risk of SNS Bank, based on the weighting percentages used in regular reporting to 
De Nederlandsche Bank. Generally, these percentages are 0% for loans and advances to or guaranteed by OECD governments, 20% 
for loans and advances to or guaranteed by OECD banks, 50% for loans entirely and fully covered by mortgages and 100% for the 
other receivables. 

1) �The default percentage in the mortgage portfolio is the total number of customers with payment arrears of more than 3 months divided bij the total 
number of customers

2) �The level of contamination in the mortgage portfolio is the number of customers under management of the arrears department divided by the total 
number of customers
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In € millions 2006 2005

Notional
amount

Risk-weighted 
amount

Notional
amount

Risk-weighted 
amount

Liquid assets 687 ‑‑ 462 ‑‑

Banks 3,607 410 4,253 459

Loans and advances 56,248 25,371 45,225 18,521

Financial assets held for trading* 510 ‑‑ 295 ‑‑

Financial assets available for sale 1,638 104 1,489 86

Other financial assets* 694 ‑‑ 771 ‑‑

Associated companies 34 34 2 2

Intangible fixed assets 214 9 12 9

Property and equipment 169 169 154 154

Tax receivables 146 146 138 138

Other assets 107 89 29 29

Accrued assets 328 154 268 173
    

Subtotal of balance sheet items 64,382 26,494 53,098 19,571

Derivative contracts * ‑‑ 378 ‑‑ 379

Off-balance sheet products ** ‑‑ 1,180 ‑‑ 37

Solvency requirements for market risks *** ‑‑ 402 ‑‑ 188
     

Total 64,382 28,454 53,098 20,175

*)	� The assets include derivatives contracts of € 694 million for hedging (2005: € 771million) and € 110 million in other derivatives (2005: € 144 million). 
Of these, the risk-weighted assets amount to € 378 million (2005: € 379 million).

**)	� Concerns irrevocable facilities and credit replacement guarantees of : € 5,881 million (2005: € 2,452 million). Of these, the risk-weighted assets 
amount to:€ 1,180 million (2005:€ 37 million).

***)	� Concerns other financial assets held for trading.

2.2  Market risk
Market risk is the risk of market prices changing giving rise to a negative impact on the results and net asset value of SNS Bank. 
Market prices include interest rates, share prices and exchange rates.

Interest rate risk is a significant component of SNS Bank’s moderate risk profile. SNS Property Finance has been fully integrated in 
SNS Bank’s interest rate position as of 1 December 2006. Interest rate risk arises since SNS Bank’s asset and liabilities have a 
different interest rate sensitivity. The assets on the bank’s balance sheet generally have a longer duration than the liabilities. 
SNS Bank will therefore benefit from a fall in interest rates. The bank’s market risks are managed by the ALM Committee SNS Bank. 
When managing SNS Bank’s interest rate risks, assessments are made to establish if the risks fall within pre-set limits. Managing 
within those limits takes place on the basis of risk/return considerations in conjunction with the short-term and long-term 
expectations for interest rate movements. When managing interest rate risk, rather than considering separate items, SNS Bank 
looks at the total of interest bearing assets and liabilities, including interest rate swaps. Interest rate swaps are used to lower the 
sensitivity of the present value of the cash flows of mostly (new) mortgages arising from changes in interest rates. See paragraph 
4.1 Hedging SNS Bank and 4.2 Hedge accounting SNS Bank for more information.

Market risk of SNS Bank’s bank book
The interest rate risk in the bank’s portfolio is measured, monitored and managed using duration-, Value at Risk-, Earnings at Risk- 
and gapping analyses. 

The duration of equity is the primary indicator for interest rate risk. The bandwidth of this measure is between 3 and 8. The ALM 
Committee SNS REAAL sets a new bandwidth each year. The duration of equity was 3.9 at year-end 2006 and 5.8 at year-end 2005. 
The duration of equity peaked at 7.1 in 2006 (at the end of April 2006 and the end of August 2006). As both the assets and liabilities 
of SNS Property Finance have a low interest rate sensitivity, the impact of its acquisition on SNS Bank’s interest rate position after 
the integration on 1 December was limited.

Value at Risk during 2006 on average was 11% of the fair value of equity, reaching a maximum of 17% at the end of August 2006. 
Value-at-Risk stood at 12% at year-end 2006. Earnings-at-Risk were approximately € 40 million with a maximum of € 52 million at the 
end of April 2006. 
VaR and EaR are both determined using scenario analyses. Changes in the fair value of equity and changes in gross interest income 
are determined in many scenarios for the underlying risk factors. At the 99% confidence level, VaR and EaR are equal to the 1% 
worst outcome of changes in the fair value of equity and in the net interest rate income, respectively. For EaR a static interest rate 
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position is used as a basis to calculate the refinance cost of the current position in different scenario’s. VaR and EaR are both 
calculated using a one-year horizon.

Pipeline risk is the risk for SNS Bank that the mortgage interest rate decreases in the period between offering the mortgage rate to 
the customer and the actual settlement of the mortgage contract. This risk is managed separately. In managing this risk, each 
month a trade-off is made between the size of the risk and the option premium that SNS Bank is willing to pay to hedge the risk. In 
2006, SNS Bank decided not to hedge this risk. The limit for the pipeline is a VaR limit of € 13 million. 

All of SNS Bank’s foreign exchange positions are measured monthly and hedged on a structural basis. 

The table below gives an indication of the foreign currency position of SNS Bank.

In € millions Balance debit Balance credit Net Hedge derivatives

2006 2005 2006 2005 2006 2005 2006 2005

US dollar 1,129 247 1,596 1,589 (467) (1,342) 499 1,338 

Japanese yen 160  74 209  140 (49) (66) 41  66 

Pound Sterling 33  553 749  493 (716)  60 712  (60)

Swiss franc 1  32 24  ‑‑ (23)  32 24  (32)

Canadian dollar 32  5 37  65 (5)  (60) 5  65 

Australian dollar 62  ‑‑ 979  784 (917)  (784) 918  784 

Hong Kong dollar ‑‑  2 3,262  361 (3,262)  (359) 3,262  360 

Other 352  448 471  381 (119)  67 110  (68)
         

Total 1,769  1,361 7,327  3,813 (5,558)  (2,452) 5,571  2,453

The amounts of SNS Property Finance have been accounted for in the positions as of the end of December 2006. The maturities of 
the hedged positions and the derivatives in the context of foreign currency are almost equal. 

Sensitivity test SNS Bank
The market risks of SNS Bank can be illustrated by the results of a sensitivity analysis. This analysis shows the impact of an 
immediate shift of the interest rate curve of + 1 and -1%, and an immediate shock in share prices of -10% and + 10% on the fair value 
equity, result and shareholder’s equity. The sensitivity of interest rate movements on the profit is calculated as follows: based on 
the first 12 monthly interest rate gaps in the balance sheet year-end 2006, the refinancing expenses over a period of 1 year are 
calculated in the case of an immediate parallel shift of the interest rate curve.

In € millions Fair value equity Result Shareholders’ equity

2006 2005 2006 2005 2006 2005

Interest rate + 1% (95) (141) (14) (6) (77) (43) 

Interest rate – 1% 98  153  14   6 77  43 

Shares + 10% 2  2  ‑‑  ‑‑ 2   1 

Shares – 10% (2)  (2)  ‑‑  ‑‑ (2)  (1)

Interest typical maturity calendar of SNS Bank 
In addition to duration of equity, Value-at-Risk and Earnings-at-Risk, the bank uses a gapprofile as a risk management tool. 
A gapprofile outlines the net position of redeeming nominal amounts per interest rate maturity from both assets and liabilities. 
The table below illustrates the interest typical maturity calendar of SNS Bank on the basis of expected remaining interest related 
from maturity. The gapprofile is used to determine which maturities in the gapprofile need to be adjusted to the desired level using 
interest rate swaps. Hence, duration of equity and the gapprofile are the main tools to manage the interest rate position of 
SNS Bank. As from 2006, to improve the interest gapprofile reported below, the off-balance products are included. 
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In € millions B 1 month > 1 month
B 3 months

> 3 months
B 1 year

> 1 year
B 5 year

> 5 year Provision Total

2006
Assets
Investments (interest bearing) 60 1 620 322 969 ‑‑ 1,972

Derivatives 112 210 248 152 82 ‑‑ 804

Loans and advances to 
customers 17,050 2,986 8,405 16,761 11,256 (210) 56,248

Loans and advances to credit 
institutions 3,306 265 36 ‑‑ ‑‑ ‑‑ 3,607

Other assets 1,751 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1,751
       

22,279 3,462 9,309 17,235 12,307 (210) 64,382

Off-balance products 1,288 9,724 9,947 3,291 1,714 ‑‑ 25,964
       

Total assets 23,567 13,186 19,256 20,526 14,021 (210) 90,346

Liabilities
Participation certificates and 
subordinated debt ‑‑ 427 119 902 ‑‑ ‑‑ 1,448

Debt certificates 5,440 13,791 3,541 4,386 3,683 ‑‑ 30,841

Derivatives 87 233 91 137 134 ‑‑ 682

Savings 1,206 2,362 5,070 3,634 1,406 ‑‑ 13,678

Other amounts due to 
customers 3,456 579 572 996 1,416 ‑‑ 7,019

Amounts due to credit 
institutions 5,722 1,356 221 ‑‑ ‑‑ ‑‑ 7,299

Other liabilities 1,318 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1,318
       

17,229 18,748 9,614 10,055 6,639 ‑‑ 62,285

Off-balance products 1,598 4,358 5,029 7,591 7,388 ‑‑ 25,964
       

Total liabilities 18,827 23,106 14,643 17,646 14,027 ‑‑ 88,249

        
Interest sensitivity gap 
(assets-liabilities) 4,740 (9,920) 4,613 2,880 (6) (210) 2,097

In € millions B 1 month > 1 month
B 3 months

> 3 months
B 1 year

> 1 year
B 5 year

> 5 year Provision Total

2005
Assets
Investments (interest bearing) 49 1 185 697 661 ‑‑ 1,593

Derivatives 182 278 138 203 114 ‑‑ 915

Loans and advances to 
customers 12,626 1,942 8,168 12,909 9,747 (167) 45,225

Loans and advances to credit 
institutions 3,198 828 92 ‑‑ ‑‑ ‑‑ 4,118

Other assets 1,247 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1,247
       

Total assets 17,302 3,049 8,583 13,809 10,522 (167) 53,098
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In € millions B 1 month > 1 month
B 3 months

> 3 months
B 1 year

> 1 year
B 5 year

> 5 year Provision Total

Liabilities
Participation certificates and 
subordinated debt ‑‑ 290 5 8 847 ‑‑ 1,150

Debt certificates 2,035 7,461 3,285 7,591 5,093 ‑‑ 25,465

Derivatives 136 332 146 164 161 ‑‑ 939

Savings 977 1,955 4,531 3,638 1,232 ‑‑ 12,333

Other amounts due to 
customers 3,770 604 569 1,081 1,470 ‑‑ 7,494

Amounts due to credit 
institutions 2,253 650 200 ‑‑ ‑‑ ‑‑ 3,103

Other liabilities 1,174 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1,174
       

Total liabilities 10,345 11,292 8,736 12,482 8,803 ‑‑ 51,658

        
Interest sensitivity gap 
(assets-liabilities) 6,957 (8,243) (153) 1,327 1,719 (167) 1,440

Effective interest rates SNS Bank
The table below shows the average effective interest rate percentages of SNS Bank throughout the year (for 2006 including 1 month 
of SNS Property Finance) with respect to monetary financial instruments not held for trading.

In percentage terms 2006 2005

Assets   

Investments held for sale (interest-bearing) 4.1% 4.0%

Mortgage loans 4.5% 4.2%

Property finance 5.9% n.a.
Other loans and advances to customers 8.5% 7.5%

Loans and advances to credit institutions 2.5% 1.5%

   

Liabilities   

Participation certificates and subordinated debt 5.0% 5.0%

Debt certificates 3.6% 3.1%

Savings 3.0% 3.1%

Other amounts due to customers 3.9% 3.5%

Amounts due to credit institutions 1.3% 1.5%

Market risk - SNS Bank’s trading portfolio
Due to the small size of its trading portfolio, SNS Bank runs only a limited market risk. This risk is calculated each day in terms of 
Value-at-Risk (99%) and stress tests. The following tables show the limits for the different portfolios. The total limit in terms of 
Value-at-Risk for the trading portfolio was only € 3 million, further illustrating the low risk profile of this activity. The system of 
limits functioned well in 2006. The Value-at-Risk methodology consists of (Monte Carlo) scenario analyses. The underlying 
scenarios for the Monte Carlo method are calibrated using historical data. Furthermore, stress tests are carried out on a daily basis 
by all trading desks. These also have defined limits. 
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In € thousands Limit

Value-at-Risk 
(99% on daily basis)

Stresstest

FX/Corporate desk 100 300

Money market desk foreign currency 700 2,100

Money market desk euro 500 1,500

Capital market desk 400 1,200

Off-balance desk 800 2,400

Equity desk 500 1,500

Bond desk 400 1,200
   

Total 3,400 10,200

2.3  Liquidity risk
Liquidity risk is the risk that funding and cash and cash equivalents are not (sufficiently) available to the company to the extent that 
it cannot meet its financial obligations in the short term. SNS Bank manages its exposure to this risk so that the group has 
sufficient reserves at its disposal and always remains able to meet its financial obligations. The liquidity risk management has been 
organised in such a way that SNS Bank is capable of absorbing the impact of banking-specific stress factors, for example tension in 
the money and capital markets. 

SNS Bank is the largest borrower within SNS REAAL. The bank has a broad investor base, an extensive range of financing 
instruments, and extensive access to the international money and capital markets. As was the case in 2005, in 2006 the maturity of 
the funding is as long as possible in terms of the liquidity profile. In this context, SNS Bank benefits from historic low credit spreads 
in the current market.

The liquidity risk policy of SNS Bank has four elements:
1	 Liquidity management assuming a going concern basis
2 	 Diversification in the funding portfolio
3 	 Liquidity of assets
4 	 Planning for unforeseen events

SNS Bank’s liquidity risk management is founded on the composition of its funding portfolio as a going concern. The daily cash 
management activities of the central treasury are in line with the operational requirements of SNS Bank and take place in 
accordance with the supervisory guidelines in this field. An important indicator of liquidity risk is the surplus in the liquidity test of 
De Nederlandsche Bank (weekly and monthly). A going-concern situation is assumed with an ordinary level of mortgage, savings/
credit production and expiration of existing funding. At the end of 2006, SNS Property Finance was integrated. In the run-up to the 
closing date of this acquisition, SNS temporarily had built up a very generous liquidity position.
 

SNS Bank strives towards diversification of the funding portfolio with respect to maturity, instrument, currency and type of 
investor. SNS Bank also has a broad portfolio of very liquid assets, such as government bonds. Furthermore, SNS Bank is expected 
to be able to securitise or sell a major part of the mortgage portfolio within a year. 

In addition to the above, SNS Bank also has a liquidity contingency plan that contains planning for unforeseen events. In 2006, 
SNS Bank developed liquidity stress scenarios in the framework of De Nederlandsche Bank’s stress test survey. The plan describes 
how SNS Bank can respond to stress scenarios, for instance by describing alternatives for re-financing operational activities. 
SNS Bank also periodically carries out stress tests across the bank in which liquidity risk plays an important role. 
 
Management of liquidity risk
The liquidity risks are managed on the basis of the net (assets less liabilities) nominal amounts due per contractual maturity in a 
liquidity gapprofile. The table below represents the gap profile of SNS Bank at the end of December 2005 and 2006 on the basis of 
of the remaining contractual maturity. SNS Property Finance is, as was the case with the interest rate risk, included in the figures 
for year-end 2006. With regards to the table below, it should be noted that credit and savings due on demand are presented in the 
‘less than one month’ bucket. In practice, the products are presented with a longer liquidity profile. For mortgages the contractual 
maturity is maintained without taking into account prepayments.
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In € millions B 1 month > 1 month
B 3 months

> 3 months
B 1 year

> 1 year
B 5 year

> 5 year Provision Total

2006
Assets
Investments 99 100 44 621 1,108 ‑‑ 1,972

Derivatives 12 18 102 376 296 ‑‑ 804

Loans and advances to 
customers 1,489 861 638 2,053 51,417 (210) 56,248

Loans and advances to credit 
institutions 3,474 90 24 17 2 ‑‑ 3,607

Other assets 1,751 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1,751
       

6,825 1,069 808 3,067 52,823 (210) 64,382

Equity and liabilities
Equity ‑‑ ‑‑ ‑‑ ‑‑ 2,097 ‑‑ 2,097

Participation certificates and 
subordinated debt ‑‑ 2 ‑‑ 258 1,188 ‑‑ 1,448

Debt certificates ‑‑ 2,106 2,588 13,681 12,466 ‑‑ 30,841

Derivatives 87 9 103 348 135 ‑‑ 682

Savings 12,266 29 145 412 826 ‑‑ 13,678

Other amounts due to 
customers 5,230 179 82 326 1,202 ‑‑ 7,019

Amounts due to credit 
institutions 730 1,169 1,831 2,084 1,485 ‑‑ 7,299

Other liabilities 1,318 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1,318
       

19,631 3,494 4,749 17,109 19,399 ‑‑ 64,382

        
Net liquidity gap (12,806) (2,425) (3,941) (14,042) 33,423 (210) ‑‑

In € millions B 1 month > 1 month
B 3 months

> 3 months
B 1 year

> 1 year
B 5 year

> 5 year Provision Total

2005
Assets
Investments 128 7 22 684 752 ‑‑ 1,593

Derivatives 11 32 126 370 376 ‑‑ 915

Loans and advances to 
customers 1,347 1,155 200 866 41,824 (167) 45,225

Loans and advances to credit 
institutions 3,663 338 88 22 7 ‑‑ 4,118

Other assets 1,247 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1,247
       

6,396 1,532 436 1,942 42,959 (167) 53,098

Equity and liabilities
Equity ‑‑ ‑‑ ‑‑ ‑‑ 1,440 ‑‑ 1,440

Participation certificates and 
subordinated debt ‑‑ ‑‑ ‑‑ 137 1,013 ‑‑ 1,150

Debt certificates ‑‑ 8,964 1,697 10,524 4,280 ‑‑ 25,465

Derivatives 79 24 73 444 319 ‑‑ 939

Savings 10,894 80 140 432 787 ‑‑ 12,333

Other amounts due to 
customers 6,280 94 93 367 660 ‑‑ 7,494

Amounts due to credit 
institutions 462 252 205 662 1,522 ‑‑ 3,103

Other liabilities 1,174 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1,174
       

18,889 9,414 2,208 12,566 10,021 ‑‑ 53,098

        
Net liquidity gap (12,493) (7,882) (1,772) (10,624) 32,938 (167) ‑‑
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Financial leases, part of loans and advances to customers can be categorised according to maturity as follows:

In € millions Gross 2006 Net 2006

Shorter than 1 year 257 256

1 to 5 years 234 234

Longer than 5 years 228 228
   

Investment in financial leases 719 718

SNS REAAL includes assets from financial leases in the balance sheet as a receivable for the same amount as the leases’ net 
investment. This includes non-earned future earnings of € 1 million.

3  Risk Management Insurer

3.1  Underwriting risk 
Underwriting risk is the risk that volume and timing of future cash outflows deviate from the insurer’s estimates. The underwriting 
risk particularly concerns cashflows as a result of mortality, disability, non-life claimsdevelopment or early surrender. 

REAAL Verzekeringen’s portfolio has a relatively low risk profile. Underwriting risks in the portfolio are well spread and both the 
life- and the non-life insuranceportfolio focus on the individual and SME markets in the Netherlands. 

Risk policy 
REAAL Verzekeringen limits its underwriting risk using a system of procedures and criteria for product development, underwriting 
and provisioning. Risks that do not meet the criteria or risks which exceed preset limits – if accepted – are ceded to an external 
reinsurance company. 
A panel consisting of representatives of the Board of Directors of REAAL Verzekeringen, the Management Accounting department 
and the Actuarial department regularly monitor the portfolio’s development. 
For the life insurance operations this includes monitoring developments in expenses, interest and turnover; for the non-life 
operations the development of premiums and loss ratios are analysed by segment. 

Principles for determining the underwriting risk 
The technical reserves for life and disability risks are generally based on the same principles used to calculate the premiums, taking 
into account market-specific assumptions for the Netherlands and the cost level of the insurance operations. The provisions for 
non-life risk (including fire, injury, and liability) are based on analysis of historical claims experience from REAAL Verzekeringen’s 
own portfolio. 
The underwriting risk for life, non-life and related reinsurance are discussed in more detail below. 

3.1.1  Life underwriting risk 
Composition of life insurance portfolio 
REAAL Verzekeringen’s life insurance portfolio contains individual and group insurance policies. Individual insurance is sold as 
policies with cash benefits (traditional policies) and with payment in units (investment or unit-linked insurance policies). Within the 
individual life insurance portfolio, the primary focus of REAAL Verzekeringen is on unit-linked policies, mortgage-related 
endowment policies and the pension and life annuity insurance policies. 
The portfolio of group insurances consists of both traditional contracts, for which REAAL Verzekeringen bears the investment risk, 
as well as segregated pools, for which the policy holder bears the investment risk. 
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Category Main conditions Main risks Guarantees
policyholders

Profit sharing/interest 
rate rebates 

policyholders

Individual life 
insurance in money

Endowment mortgages

Premium (sum of risk 
premium, savings 
premium and cost 
surcharge) is fixed 
from the start date 
of the contract. The 

endowment mortgage 
is different since the 
premium is based on 
mortgage rates; when 

mortgage rates change, 
so does the premium 
for the endowment 

mortgage

Mortality, expenses Interest rate equal to 
mortgage interest rate No

Life Annuity Interest, mortality, 
expenses Life annuity is fixed

Interest rate rebate 
at payment of single 

premium

Term insurance Mortality, expenses Total mortality benefit 
is fixed

Part of portfolio: 
company profit share

Savings insurance Interest, mortality, 
expenses

Total mortality benefit 
is fixed

Part of portfolio: 
company profit share; 

part of portfolio: 
interest rate rebate; 
and part of portfolio: 

share in surplus interest

Funeral insurance Interest, mortality, 
expenses 

Total mortality benefit 
is fixed

Part of portfolio: 
company profit share 
at payment of single 

premium: sometimes 
interest rate rebate

Individual life 
insurance in 
investment units

Variable premium, cost 
and risk surcharges 

fixed
Mortality, expenses

A number of insurance 
contracts carry a 

minimum guaranteed 
return at the maturity 

date

No

Group insurance in 
money

Premiums and the 
cost surcharge are set 
for the duration of the 

contract (usually 5 
years)

Interest, mortality, 
expenses

Guaranteed minimum 
return

Part of portfolio: share 
in surplus interest; part 

of portfolio: interest 
rate rebate

Group insurance in 
investment units

Premiums and the 
cost surcharge are set 
for the duration of the 

contract (usually 5 
years)

Mortality, expenses 

At the maturity date 
of the contract, the 

amount of the deposit 
at least equals the 

rights accrued based 
on the contract’s 

principles

Share in surplus 
interest

Co-insurance 
REAAL Levensverzekeringen has concluded a number of contracts in co-insurance with one or more other insurance companies. In 
general, the risk estimates are based on information provided by the administrating company. A limited risk is run because the co-
insurers are each severally liable for the total of the insurance liabilities. If a co-insurer defaults, the insurance liabilities will be 
transferred to the remaining co-insurers. The total size of the technical reserve for inward co-insurance amounts to € 118 million and 
is spread over several contracts and insurers. 

Concentration of risk 
In life insurance portfolio concentration of risk can arise within group contracts. The participants in a group contract often work at 
the same location or undertake joint activities. Such concentration of risk has been partly offset in 2006 by the use of reinsurance. 
Single events that relate to more than three people have been reinsured for the part where total claims exceed € 15 million. The 
maximum reinsurance coverage is € 15 million. For more information see paragraph 3.1.3 Underwriting risk reinsurance. 

Life insurance portfolio - Investment risk and interest rate guarantees 
With both traditional and investment-linked insurance contracts, the policyholders pay 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, REAAL Verzekeringen pays the policy holder a predetermined nominal amount. This contrasts with investment-
linked contracts, where the insurer does not run a risk on the amount paid out. This insured amount is dependent on the value of 
the funds in which the units have been invested. The policyholder therefore bears the investment risk. 

F-�40



SNS REAAL  Financial Statements 2006  risk management156

Interest rate guarantees have been issued with a number of investment-linked insurance policies. A guaranteed minimum return at 
maturity applies to the individual investment-linked insurance policies with guarantee. In the intervening period, the technical 
provision is at least equal to the investment increased by the guarantee rate, after allowance for withdrawals, expenses and risk 
premiums and taking into account mortality and early surrender. In the case of group insurances with segregated pools, the 
contracting party bears the investment risk in principle. On the closing date of the contract, however, there should at least be a 
provision for contractual accrued rights. To compensate for investment losses (up to a certain amount), a provision is created from 
premium surcharges for a number of contracts. 

In the table below the size of the different insurance categories is stated in terms of the most important financial units: 

In € millions Premium Insured capital Insured interest Technical 
provisions

Risk capital

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Individual life insurance in money 407 418 33,938 32,413 318 287 7,605 7,376 28,085 26,796

Endowment mortgages 204 213 10,406 11,151 6 7 2,264 2,225 8,173 8,961

Life Annuity ‑‑ 6 ‑‑ ‑‑ 285 250 1,682 1,506 174 239

Term insurance 74 64 16,187 13,794 13 14 212 187 15,930 13,606

Savings insurance 84 92 4,761 5,018 14 16 2,591 2,637 2,165 2,269

Funeral insurance 45 43 2,584 2,448 ‑‑ ‑‑ 856 821 1,643 1,722

Individual life insurance in 
investment units 530 464 23,722 18,684 420 8 3,372 2,935 25,934 20,011

Group insurance in money 42 47 477 486 327 362 1,167 1,239 2,876 2,877

Group insurance in investments 
units 18 22 16 19 208 228 591 526 1,280 1,128

Reinsurance risk (3) (4) ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (990) (1,344)

Proportional reinsurance (14) (14) (688) (635) (2) (3) (187) (196) (650) (681)
           

Total 980 933 57,465 50,967 1,271 882 12,548 11,880 56,535 48,787

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

The most distinctive risk with respect to life insurance policies is mortality risk. This risk 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 
calculated (short-life risk). In the case of an endowment policy, the mortality risk for REAAL Verzekeringen 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. 

Other underwriting risks for 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 lapse and early surrender (termination of the policy 
before the maturity date), and conversion to a paid-up status (whereby the policyholder terminates the periodic premium payment 
before the maturity date). 

Controlling risks in the life insurance portfolio 
The trends in the most significant underwriting risks, mortality and early surrender, are estimated annually. The results are used for 
setting rates and acceptance conditions for new life insurance contracts and valuation of the insurance portfolio (embedded value). 
The adequacy of technical provisions for financial reporting is determined in accordance with the demands of IFRS and guidelines 
of De Nederlandsche Bank. 
For an explanation of the management of the investment and interest rate risk:, see paragraph 3.2 on Market risk. 
Work is taking place in the context of European Embedded Value on mapping the sensitivities (in terms of embedded value) 
resulting from changes in mortality and disability probabilities, surrender probabilities and expenses. REAAL verzekeringen has a 
limited sensitivity to changes in assumptions with regard to mortality and disability. The final analyses are published in the EEV 
report for 2006. As the technical provisions have been calculated based on historical principles for premium calculation, changes in 
the above parameters are not reflected immediately in the results, but only at the time of the future occurrence. 
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Liability Adequacy Test 
The technical provisions for insurance contracts (VVV) are based in principle on the premium calculation principles for interest and 
mortality. The actual interest and mortality developments will differ from the premium calculation principles. 
The Liability Adequacy Test (LAT) under IFRS shows, with a large degree of certainty, whether the actuarial reserves are adequate to 
cover liabilities to policyholders.
The adequacy test compares the VVV with the present value (based on principles thought to be realistic) of all the cash flows 
stemming from insurance contracts. This present value can be earmarked as a required minimum provision. 
The test results are particularly sensitive to changes in the discount rate. The discount rate is based on the yield curve periodically 
published by De Nederlandsche Bank for this purpose (the ‘nominale Rentetermijnstructuur Financieel Toetsingskader’). As of the 
financial year 2007 De Nederlandsche Bank has issued this yield curve as the basic principle for adequacy testing. Furthermore, the 
value of options and guarantees has been included. The estimated values for the remaining principles are based on research of our 
own portfolio. At year-end 2006, the VVV was substantially higher than the calculated minimum required provision. 

3.1.2  Underwriting risk non-life 
Composition of non-life insurance portfolio 
The emphasis of REAAL Verzekeringen’s non-life insurance portfolio is on four main product classes: Accident and Health, Fire, 
Motor Vehicles and Other. These insurance contracts are mostly sold through authorised agents, intermediaries and the 
distribution channel of SNS Bank to retail and SME clients. REAAL Verzekeringen is also active in a fifth segment: Marine. This 
segment principally consists of co-insurance coverage. 

Co-insurance 
With the acquisition in 2005 of Nieuwe Hollandse Lloyd (NHL), REAAL has entered the co-insurance market (bourse underwriting 
business). REAAL Verzekeringen underwrites risks at the Rotterdam Insurance Exchange within the Fire, Marine and Miscellaneous 
Risks segments. 

Catastrophe 
REAAL Verzekeringen reinsures its catastrophe claims resulting from storms and terrorism (see paragraph 3.1.3 ‘underwriting risk 
reinsurance). Catastrophes resulting from acts of violence, nuclear incidents or flooding are excluded under the policy conditions. 

Concentration of risk 
Geographically, the risk of REAAL Verzekeringen’s non-life portfolio is almost entirely concentrated in the Netherlands. 
Concentration of underwriting risk occurs in the Fire segment, where storm risk plays an important role. Concentration of risk can 
also be associated with blocks of flats, rows of houses, etc. Concentration of risk can also arise in the group accident portfolio and 
the group disability schemes. The underwriting of group disability coverage related to the WIA disability act takes place in co-
insurance with another Dutch insurer. In this collaboration both insurers bear half of the underwriting risk; the other insurer carries 
out the administration. See paragraph 3.1.3 Underwriting risk reinsurance for more information about own risk and reinsurance of 
these risks. 

Premium and non-life provision 
The total gross premium income of REAAL Schadeverzekeringen (including Proteq Schadeverzekeringen and REAAL Reassurantie 
SA) in 2006 amounts to € 446 million (2005: € 346 million). In 2006, € 35 million in reinsurance premium was paid. This is 7.8% of the 
gross premium income. The gross non-life technical reserves at year-end 2006 amount to € 479 million (year-end 2005: € 508 
million). The amounts referred to here are always before reinsurance and exclude the inward disability reinsurance at Proteq 
Schadeverzekeringen. For more information about risk retention, shares of reinsurance per product class and inward reinsurance, 
see paragraph 3.1.3 Underwriting risk reinsurance. 
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The diagrams above illustrate the distribution of gross premium income and gross non-life technical reserves across the various 
product classes. The premium volume and the reserve for the smallest segment, Marine, originate almost entirely from co-
insurance (bourse underwriting business). The diagrams illustrate the long-term non-life obligations from disability insurance 
policies: compared to the small share represented by the Accident and Health product class in the total premium, there is a 
relatively large technical reserve. The reverse applies to the Fire segment. Due to the rapid settlement of fire claims, this product 
class, which generates almost one third of the premium income, only represents a small part of the total non-life technical reserves.

The following table provides an analysis of the technical results of the non-life business per product class: 

In € millions Total Fire Accident and 
Health

Motor vehicles Marine Other
segments

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Gross earned premium 448 356 137 101 26 22 176 166 37 7 72 60

Gross claims incurred 228 184 56 46 (1) 1 103 97 22 2 48 38
            

220 172 81 55 27 21 73 69 15 5 24 22

Balance reinsurance (29) (11) (15) (4) (11) (8) (1) 1 (2) 1 ‑‑ (1)
            

191 161 66 51 16 13 72 70 13 6 24 21

Operational expenses 
and profit sharing (174) (147) (56) (45) (28) (5) (52) (68) (10) (2) (28) (27)

Other technical 
liabilities (13) (3) (2) (1) (2) (1) (3) (1) (6) ‑‑ ‑‑ ‑‑

             
Operating result 4 11 8 5 (14) 7 17 1 (3) 4 (4) (6)

Investment income 19 21 2 2 8 8 2 5 1 ‑‑ 6 6
             

Technical result 23 32 10 7 (6) 15 19 6 (2) 4 2 ‑‑

Underwriting risks non-life insurance portfolio 
The underwriting risk for REAAL Verzekeringen’s non-life insurance portfolio is primarily concentrated on covering the risks 
resulting from legal liability (WA), bodily injury, general third party liability, catastrophes and disability. 

§	Motor vehicle third party injury liability
	� Motor vehicle liability is third-party insurance to cover bodily injury following a road traffic accident. REAAL Verzekeringen 

provides this product through all its distribution channels. 

§	General third party liability (GTPL) 
	� REAAL Verzekeringen offers liability insurance to both private individuals and the business segment; the latter can include 

professional indemnity coverage. REAAL Verzekeringen provides this product through all its distribution channels. 

56 � Total gross provisions 2006
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§	Disability cover 
	� The disability cover in the portfolio of REAAL Verzekeringen includes cover for both self-employed people and (semi-)group 

coverage for employees. The latter group includes additional cover to the WIA Disability Act, which is offered through the above 
mentioned co-insurance with another Dutch insurer. 

§	Fire and other damage to property 
	� The REAAL Verzekeringen fire insurance offers policyholders financial cover against damage to their property and material 

consequences of business interruptions as a result of the loss incurred. 

Fraud risks non-life insurance portfolio 
Fraudulent claims are defined as claims submitted by policyholders for non-events or claims in which the extent of damage is 
exaggerated. Fraud prevention and detection are in the hands of Fraud, a separate operational department. In addition, 
supervision of internal fraud takes places decentralised by various departments, such as Acceptance, Claims and Claims Handling. 

Managing the risks for the non-life insurance portfolio 
The focus on the individual and SME markets has resulted in an insurance portfolio characterised by diversification across various 
segments and sub-segments, on the one hand, and the similarity in the type of insured risks, on the other. The portfolio thus has a 
relatively low variability in the insurance results. The IBNR reserve (reserve for late claims and run-offs on reported claims) is 
determined quarterly, based on the latest analysis of run-off figures from our own portfolio. In addition, each half year, a liability 
adequacy test is carried out on the non-life technical reserves . For more details on this test, see below Adequacy of non-life 
technical reserves. 

Realised claims with a run-off of more than one year 
REAAL Verzekeringen 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 progress on claims 
handling. 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 
Disability liabilities of REAAL Schadeverzekeringen include in-force payments for claims that stem from the individual and the 
group insurance portfolio. REAAL Levensverzekeringen’s disability benefits in actual payment concern supplementary coverages 
within a life insurance contract. The table below provides a summary of the key figures for the regular disability benefits provision 
of REAAL Verzekeringen at year-end 2006. The figures do not include co-insurance portfolio for WIA-related business, for which 
REAAL Verzekeringen carries half the risk. As this collaboration in the field of WIA coverage has been established recently, the 
number of disability benefit payments was nil as at year-end 2006. 

In € thousands REAAL 
Levensverzekeringen

(life)

REAAL 
Schadeverzekeringen

(non-life)

Total

2006    

Provision for recurrent disability annuity benefits 46,447 81,542 126,307

Number of disability claims 999 1,352 2,336

Average annual annuity 8.7 10.9 9.9

Characteristics of non-life technical reserves for other claims with run-off of more than one year 
The other (non-disability) claims with a run-off longer than one year generally comprise bodily injury and liability claims. These 
risks are more diverse than the disability risks; this diversity also applies to the expected duration of the payment for the claims. 
Since 2004, the policy of REAAL Schadeverzekeringen with respect to the settlement of these claims has been tightened with the 
aim of settlement of claims within five years. In 2005, a start was made with the process of ‘accelerated’ claims settlement for 
claims originating from older claim years up to and including 1997. This has resulted in the settlement of a large number of claim 
files that had been open for some time. The table below provides a summary of the insured claims originating in the claim years 
2001 through 2006. 
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In € thousands Claim years 2001-2006

Motor
injury

GTPL for the 
commercial 

segment

GTPL for 
individuals

Total

REAAL Schadeverzekeringen insurance agents portfolio
Proteq Schadeverzekeringen, excluding inward reinsurance    

Effected Claim payments (cash-out) 53,035 3,122 22,370 78,527

Claimsreserve (including IBNR reserve) 54,127 4,476 5,585 64,187
     

Total claims incurred (gross, including IBNR provision) 107,162 7,598 27,955 142,714

Average claimsize (gross, including IBNR provision) 10.7 2.8 0.5 2.1

Number of claims 10,035 2,753 53,895 66,683

Development claims history 2006 and 2005 
The table below provides a summary of the run-off on non-life provisions for old claim years. This summary was put together for the 
financial years 2006 and 2005 respectively and gives the results for REAAL Schadeverzekeringen and Proteq Schadeverzekeringen, 
both net of reinsurance. The earn-out scheme agreed with regard to the ex-NHL portfolio has not been included in the development 
of the non-life provision stated below. Also the tables below do not include the development of claim provisions  of the reinsurance 
captive. The size of the gross provisions for this captive was € 55 million at year end 2006 (2005: € 59 million). 

In € thousands Provision as of 
1 January

Interest added Payments Provision as of 
31 December

On balance 
release/run-off

2006
Claim years:
- 2002 and earlier 189,794 2,939 28,433 155,154 9,146

- 2003 45,660 300 6,347 37,717 1,896

- 2004 58,939 86 12,398 39,755 6,873

- 2005 118,599 82 34,128 51,324 33,228
      

Total trough 2005 412,992 3,407 81,306 283,950 51,143

Total 2006 101 138,830 129,836
      

Total net of reinsurance 3,508 220,136 413,786

2005
Claim years:     

- 2001 and earlier 133,414 2,499 16,688 110,242 8,983

- 2002 27,367 107 1,005 25,170 1,299

- 2003 38,882 278 5,207 31,307 2,646

- 2004 73,448 32 12,793 31,467 29,220
      

Total through 2004 273,111 2,916 35,693 198,186 42,148

Total 2005  6 125,441 68,683  
      

Total net of reinsurance  2,922 161,134 266,870  

Acquisition NHL 146,123
      

Total after reinsurance 412,992

Adequacy of the non-life technical reserves 
The actuaries of REAAL Verzekeringen carry out a quantitative test twice a year to establish the adequacy of the provision for non-
life. The testing methodology for disability claims is very similar to that used for the life insurance portfolio. The test methodology 
for other non-life activities differs from the one used for the life insurance and disability portfolios. 
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The provision recurrent disability annuity benefits is calculated using the principles for interest, revalidation and mortality that are 
used to calculate the premium. The size of this provision, therefore, does not reflect the actual developments of these principles. 
By periodically carrying out adequacy tests based on actual principles, REAAL Verzekeringen ensures the adequacy of the VPU. The 
outcome of the test is particularly sensitive to changes in the discount rate. The discount rate is based on the yield curve as 
published periodically by De Nederlandsche Bank for this purpose. 
The outcome of the adequacy test should be seen as a minimum provision. At year-end 2006, the VPU was higher than the minimum 
requirement as calculated by the adequacy test, and therefore adequate. 

For the other non-life insurance contracts, the adequacy of the provision for payable claims including the IBNR provision (provision 
for incurred not reported claims and run-offs on existing files) is tested. This test uses stochastic modelling, which also takes 
inflation and discounting into account. At the end of 2006, a part of REAAL Schadeverzekeringen’s portfolio (the insurance agent’s 
portfolio) and the regular non-life portfolio of Proteq Schadeverzekeringen were tested in this manner. 

The stochastic test is augmented with the assessment of realised run-off results and the effects that the reserving policy has on the 
size of the claimsreserves. The combination of these test elements proved that the claimsreserves were at an adequate level at year-
end 2006. 

3.1.3  Underwriting risk Reinsurance 
Reinsurance policy 
Each year reinsurance is aligned to SNS REAAL’s risk appetite. This applies to both REAAL Levensverzekeringen and REAAL 
Schadeverzekeringen. The reinsurance coverage is geared to the results of risk analyses performed on the various portfolios. The 
analyses examine the effect of reinsurance on current solvency and the desired return and profitability. 

In addition to the regular protection of portfolios, REAAL Schadeverzekeringen has a catastrophe contract for risks of nature 
(storm, hail) and accumulation within the fire portfolio. Proteq Schadeverzekeringen is also covered by this catastrophe contract. 
The risk of terrorism is reinsured through the Dutch Reinsurance Company for Terrorist Damage (NHT). 

REAAL Reassurantie SA 
REAAL Verzekeringen has (partly) ceded a number of risks from its non-life portfolio to Luxemburg-based reinsurance captive 
REAAL Reassurantie SA. The most important portfolio to which this applies is the fire portfolio. Per fire risk, the excess over € 0.7 
million, up to a maximum of € 2.5 million has been reinsured with the captive. Over € 2.5 million, the risk has been placed with 
external reinsurers. Catastrophes have also been partially reinsured through the captive. Per event the part between € 25 million 
and € 30 million has been reinsured with REAAL Reassurantie; the excess above € 30 million has been placed with external 
reinsurers. 
The retentions and reinsured parts as indicated below allow for the consolidation of REAAL Reassurantie and REAAL Verzekeringen. 

Reinsurance REAAL Levensverzekeringen 
The life insurance portfolio of REAAL Verzekeringen has grown considerably, both in respect of premium income and insured 
capital. In 2005, studies were made of the risk profile of the insurance portfolio. This resulted in a revised reinsurance programme 
for 2006, whereby the retention in the event of death as well as disability risk was increased substantially. In 2007, the focus will be 
on integrating the former NHL portfolio with the reinsurance programme of REAAL Verzekeringen. The reinsurance structure is not 
expected to change. 

In € thousands 2004 2005 2006 2007

Own retention life    

Coverage:
- Mortality (risk capital) 	 per risk 400 400 1,000 1,000

- Disability (annual annuity)	 per risk 20 20 35 35

- Catastrophe	 per event ‑‑ ‑‑ 15,000 15,000
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Reinsurance REAAL Schadeverzekeringen 
The non-life business has set its retention in line with the size of the various portfolios. With the exception of the increase in own 
risk in catastrophe risk, there were no material changes in the reinsurance programme in 2006 relative to 2005. It was decided to 
allow the reinsurance of NHL to be run separately in 2006. As of 2007 there will be an integrated reinsurance programme. The 2007 
reinsurance programme makes no specific distinction between the various sales channels, but large risks are reinsured on an 
individual basis from their specific risk perspective. 

In € thousands 2004 2005 2006 2007

Own retention non-life    

Coverage:
- Fire	 per risk 700 700 2,250 2,500

- Motor third party liability	 per risk 1,200 1,200 1,200 1,500

- Personal/business liability	 per risk 500 500 500 500

- Accidents	 per risk 300 300 300 300

- Marine 	 per risk 400 400 400 400

- Disability (annual annuity)	 per risk 8 8 35 35

- Catastrophe	 per event 15,000 20,000 25,000 30,000

The chart below illustrates the share of reinsurers in gross non-life provisions booked as of year-end 2006. The figures for the 
segment ‘Illness and Accident’ exclude the inward reinsurance of disability with Proteq Schadeverzekeringen. These inward 
reinsurance flows are explained below. 

REAAL Schadeverzekeringen carries out an active policy with 
regard to placing its reinsurance contracts. A distinction is 
made in the panel of reinsurers in the ‘property’ programme 
(fire and catastrophe) and the ‘casualty’ programme (car, 
liability and accidents). The claims handling in the casualty 
programme is characterised by its long-tail. Because of this 
long-term character, the continuity of the panel is the main 
consideration in programme placement. The minimal rating 
of this long-tail reinsurance panel is A+ . For the reinsurance 
of fire and catastrophe, a minimum rating of A- applies, with 
price being a more important consideration. 

Proteq Schadeverzekeringen: Inward reinsurance of disability reinsurance 
Proteq Schadeverzekeringen has an inward reinsurance contract that relates to a portfolio of disability risks. This contract has not 
been continued since 2004 and is in a run-off phase. The premium in 2006 was therefore zero. The gross provision for payable 
claims amounted to € 136 million as of year-end 2006, and after retrocession amounted to € 53 million. 

3.2  Market risk
The market risk of REAAL Verzekeringen reflects the fact that the variations in value of investments in the financial markets 
(equities, property, fixed-income investments) are not matched with the value of liabilities. Changes in financial markets therefore 
impact the result and net asset value of REAAL Verzekeringen.

The market risks are measured and managed by the department Asset & Liability Management. This department reports monthly 
to the ALM Committee of REAAL. The starting point for the ALM policy of REAAL Verzekeringen is the ALM plan, which is drawn up 
annually and which sets out the strategic investment policy. In this plan a balance is sought between the risk and return within the 
parameters that apply according to Value-at-Risk, solvency, the Standard & Poor rating model score (CAR ratio) and the impact on 
the IFRS results. Duration of equity is another measure for measuring REAAL Verzekeringen’s interest rate risk. For the portfolio ‘for 
own risk and account’, the ALM reports the duration of equity on a weekly basis. REAAL Verzekeringen is currently in the process of 
switching to market risk management based on Value-at-Risk. Value-at-Risk is an economic capital-related measure that, in 
contrast to the duration of equity, allows all market risks to be measured simultaneously. In the ALM plan, resulting in the strategic 
investment policy for REAAL Verzekeringen, Value-at-Risk is used as the primary tool for risk budgetting.
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The portfolio on which REAAL verzekeringen runs a risk breaks down as follows:

In € millions 2006 2005

Investment property 205 201

Interest bearing investments 7,695 7,644

Equities and options 1,369 1,118

Derivatives 137 237

Reinsurance contracts 338 365

Loans and advances to customers 757 986

Loans and advances to credit institutions 162 89

Other assets, no lending operations 5,230 4,232

Cash and cash equivalents 698 584
   

Total 16,591 15,456

3.2.1  Interest rate risk
Interest rate risk is a significant component of REAAL Verzekeringen’s market risk profile. Interest rate risk occurs when fixed-
income assets and liabilities are not fully matched. Interest rate risk is expressed as movements in the result and/or net asset 
position in the event of fluctuating market rates. 
The mismatch between fixed-income assets and liabilities has two principle causes: 
§	�Differences in maturity between the assets and the liabilities: The fixed-income investments of REAAL Verzekeringen have an 

average maturity of 12 years. The maturity profile of the liabilities however, is on average 18 years. This difference in maturity 
creates investment risk: at maturity, the assets must be reinvested under market conditions at that point until the maturity of 
the liabilities. The future return against which this reinvestment is being made is as yet unknown, whereas the return promised 
to the policyholder to the end of maturity has already been set. 

§	�Profit sharing schemes for policyholders: In some policies, REAAL Verzekeringen pays out to policyholders an additional return 
on top of the guaranteed return, depending on the profits achieved under a specific investment portfolio. This is the case with 
the portfolios with (discretionary) profit sharing features. These liabilities are not matched with investments whose return 
offers the same combination of profit sharing and minimum guaranteed. For products with only a guarantee, without profit 
sharing (but possibly with an interest rate rebate), liabilities are matched as far as is possible. The table below gives a 
breakdown of provisions for REAAL Verzekeringen’s own risk and account per type of profit sharing.

In € millions 2006 2005

Provisions for life insurance obligations
With profit share (company profit share and share in surplus interest) 3,283 3,236

With interest rate rebate 2,231 2,054

Without profit share 1,049 1,089

Balance endowment mortgages Reaal Individueel 2,076 2,040
   

Total 8,639 8,419

The most significant quantification of interest rate risk is performed through duration analyses, scenario analyses and economic 
capital/Value-at-Risk calculations.

The duration of equity measures how much the market value of equity changes in the event of a parallel shift in the yield curve. In 
its analysis, REAAL Verzekeringen ignores investments and commitments that are already almost matched. This category includes 
savings policies built up with endowment mortgages and the portion of the balance sheet retained at policyholders’ own account 
and risk. In the past, REAAL Verzekeringen managed the duration of its equity periodically through rebalancing transactions in the 
fixed-income portfolio, and by using interest rate swaps. The interest rate swaps are used to lengthen the effective maturity of the 
fixed-income investments by locking in a fixed yield at certain reinvestment moments. See section 4.4 ‘Hedging REAAL 
Verzekeringen’ for more information. 

The duration of own equity was -16.0 at year end 2005 and -17.5 at year end 2006. During 2006 the basis for calculation of fair 
market value was changed. As of 2006 costs are allocated over the lifetime of the underlying products, lengthening the duration of 
these liabilities.
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2006 2005

Duration of assets 6.7 7.0 

Duration of liabilities 10.0 9.4 

Scenario analyses are used periodically to test the impact of changes in market yields on result and net asset value. The table below 
shows the impact of parallel movements in interest rates of 1% as per the balance sheet date (indicative). 
In reality all balance items with an underlying cash flow schedule (both assets and liabilities) change in value when the interest rate 
changes. In the case of a fall in interest rate of 1% the fair value of the own equity decreases by € 190 million (2005: € 180 million) and 
in the case of a 1% increase in interest rate grows with € 80 million (2005: € 20 million). This corresponds with the negative duration 
of equity’s: the duration of liabilities is larger than the duration of the investments. The table below shows the impact net of 
taxation.

In € millions Interest rate + 1% Interest rate – 1%

Interest rate sensitivity fair value net asset value REAAL Verzekeringen
Investments (400) 480

Technical provisions, insurance operations 450 (640)

Other assets and liabilities 30 (30)
   

Shareholders’ equity 80 (190)

The IFRS results and net asset value only change as a result of value changes of the fixed interest rate portfolio classified as 
available for sale. The effect on result of an increase (or decrease) of 1% in the interest rate is limited and for the shareholders 
equity this amounts to € 230 million negative (2005: € 200 million negative). A 1% decrease in the interest rate has an effect of € 230 
million positive (2005: € 200 million positive). All other balance sheet items do not change in the IFRS balance sheet.
 

The overview below shows as per the balance sheet date the average effective accounting interest percentages of the financial 
assets and liabilities of REAAL Verzekeringen.

In percentage terms 2006 2005

Financial assets (not fair value through profit or loss)
Investments for own risk and account   

- Held to maturity 4.2% 4.4%

- Available for sale (excluding equities) 4.1% 4.7%

- Loans and receivables 6.6% 6.8%

Loans and advances to customers 5.8% 6.0%

Loans and advances to credit institutions 3.5% 3.7%

Cash and cash equivalents/debts to credit institutions 1.2% 0.3%

Financial liabilities at amortised costs   

Subordinated debt 6.6% 6.5%

Technical provisions, insurance operations for own account and risk* 4.2% 4.2%

Individual insurance in cash 4.2% 4.3%

- Endowment mortgages 5.9% 6.1%

- Life insurance 3.1% 3.2%

- Other 3.7% 3.8%

Group insurance policies in cash 3.8% 4.0%

*) Before any interest rate rebate and acquisition costs

Insurance for the risk and account of policyholders
For insurance policies for which policyholders carry the investment risk, the insurer does not in principle incur any interest rate, 
market, currency or credit risk. For some portfolios within this category, REAAL Verzekeringen has given policyholders a minimum 
guarantee on the maturtity date of the policy. In that case, the insurer is exposed to the risks mentioned above through the 
guarantees. The value of guarantees within the portfolio ‘for the account and risk of policyholders’ is measured periodically. A limit 
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is set on the Value-at-Risk associated with the guarantee. In 2006 no hedge transactions were performed in order to cover this risk. 
The table below shows the portions of the REAAL Verzekeringen portfolio where some form of guarantee has been given. 

In € millions 2006 2005

Provisions for life insurance contracts on behalf of policyholders
Without guarantee 3,189 2,759

With guarantee 720 702
   

3,909 3,461

3.2.2  Equity and investment property risk 
The equity and similar investments of REAAL Verzekeringen were valued at € 1,369 million at year-end 2006 (2005: € 1,118 million).
These equity investments are spread over Europe, North America and the Far East. 

REAAL Verzekeringen periodically calculates the impact of changes in equity markets and real estate prices on the result and 
shareholders’ equity. The table below shows the results of this analysis on the year-end balance sheet. 

Result Shareholders’ equity

In € millions 2006 2005 2006 2005

Equity investments and options + 10% ‑‑ ‑‑ 111 77

Equity investments and options – 10% ‑‑ ‑‑ (111) (77)

Investment property + 10% 15 14 15 14

Investment property – 10% (15) (14) (15) (14)

3.2.3  Exchange rate risk
REAAL Verzekeringen faces exchange rate risk through a combination of investments and liabilities in foreign currencies that are 
not perfectly matched. 
 

In fixed-income investments, REAAL Verzekeringen maintains a policy whereby no exchange rate risk is permitted. The exchange 
rate risk on fixed-income assets denominated in a foreign currency is therefore hedged through currency swaps. 

Foreign exchange risk also manifests itself in the equity investments of REAAL Verzekeringen. Of this foreign exchange risk, after 
netting the foreign exchange risk in non-fixed income investments and contracts, between 80% and 90% is structurally hedged 
with the help of foreign exchange forward contracts. 
 

In € millions Balance debit Balance credit Net Hedge derivatives

2006 2005 2006 2005 2006 2005 2006 2005

US dollar 483 473 30 36 453 437 (368) (356)

Japanese yen  54  57  ‑‑ ‑‑  54  57  (45) (41)

Pound Sterling  211  179 7 7  204  172  (179) (125)

Swiss franc  6  19  ‑‑ ‑‑  6  19  ‑‑ ‑‑

Australian dollar  ‑‑  ‑‑ 11 13  (11)  (13)  ‑‑ ‑‑

Other  49  35 1 12  48  23  ‑‑ ‑‑
         

Total  803  763 49 68  754  695  (591) (522)
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The impact of changes in foreign exchange rates on result and net asset value are measured periodically using scenario analyses. The 
table below shows the indicative net results of these analyses at the balance sheet date. 

In € millions Result Shareholders’ equity

2006 2005 2006 2005

Currency + 10% 12 10 12 10

Currency – 10% (12) (10) (12) (10)

3.3  Credit risk
REAAL Verzekeringen has different exposures to credit risk, the most important of which are the credit risk in the investment 
portfolio and in the loan portfolio to intermediaries. The mortgages loans of REAAL Verzekeringen are well covered and have a high 
loan-to-foreclosure value. Consequently the likelihood of non-payment is low and therefore the risk profile of the mortgage 
portfolio of REAAL Verzekeringen is also very low.

In the policy documents for the specific credit risk types, the roles, authorities, responsibilies for employees and committees are 
established, following a successively more senior layer of authorisation.

Investment mix REAAL Verzekeringen
The table below shows the investment mix end 2005 and 2006. In the fixed-income investment portfolio of REAAL Verzekeringen, a 
strategic mix is determined across the various fixed-income ratings categories. This is part of the ALM/investment plan. In 2006, the 
proportion of equity investments in the investment portfolio is increased. This increase is esthablished bij creating an exposure 
with a hedged downside risk. This exposure is constructed through investments in fixed-income and call-options on equity indices. 

In € millions 2006 2006
%

2005 2005
%

Interest bearing investments 7,695 77% 7,644 77%

Equity investments and options 1,369 14% 1,118 11%

Investment property 205 2% 201 2%

Mortgage loans (loans and advances to customers) 757 7% 986 10%
     

Total 10,026 100% 9,949 100%

Management of credit risk within the fixed-income investment portfolio of REAAL Verzekeringen
The credit risk within the fixed-income investment portfolios of REAAL Verzekeringen is the risk that an issuer of a bond or a debtor 
of a private placement loan can no longer meet his obligations. The strategic scope of the various credit risk categories within the 
fixed-income portfolio are determined in an ALM context and established in mandates with the investment managers. Periodically, 
checks and reports are made to ensure that the investment managers conform to the mandates.
 

The fixed-income investment portfolios of REAAL Verzekeringen have only European and North American debtors, whereby no one 
debtor represents an interest of more than 10% in the fixed-income investment portfolio. 

In € millions Designated as 
fair value through 

profit or loss

Available
for sale

Held 
to maturity

Loans and 
receivables

Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Public sector - domestic ‑‑ ‑‑ 444 316 427 428 54 85 925 829

Public sector - foreign 7 8 1,301 1,037 1,562 1,352 ‑‑ ‑‑ 2,870 2,397

Financial institutions 133 157 855 1,071 273 272 2,422 2,356 3,683 3,856

Trade, industry and other services ‑‑ 10 177 416 ‑‑ ‑‑ 4 7 181 433

Other ‑‑ ‑‑ 32 90 ‑‑ ‑‑ 104 107 136 197

Elimination ‑‑ ‑‑ (100) (68) ‑‑ ‑‑ ‑‑ ‑‑ (100) (68)
           

Total 140 175 2,709 2,862 2,262 2,052 2,584 2,555 7,695 7,644

The following overview shows the fixed-income investment mix (excluding mortgages) across the various ratings categories.The 
strategic mix of the various ratings categories within fixed income is set annually in the ALM/investment plan.
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In € millions Designated as 
fair value through 

profit or loss

Available
for sale

Held 
to maturity

Loans and 
receivables

Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

AAA 121 139 1,794 1,389 1,721 1,525 67 101 3,703 3,154

AA 7 18 423 501 541 527 70 74 1,041 1,120

A 12 18 408 647 ‑‑ ‑‑ 180 156 600 821

BBB ‑‑ ‑‑ 119 235 ‑‑ ‑‑ 76 80 195 315

Below BBB ‑‑ ‑‑ 18 15 ‑‑ ‑‑ ‑‑ ‑‑ 18 15

Unrated ‑‑ ‑‑ 11 143 ‑‑ ‑‑ 2,191 2,144 2,202 2,287

Eliminations ‑‑ ‑‑ (64) (68) ‑‑ ‑‑ ‑‑ ‑‑ (64) (68)
           

Total 140 175 2,709 2,862 2,262 2,052 2,584 2,555 7,695 7,644

Management of credit risk in the portfolio with loans to intermediaries
REAAL Verzekeringen manages the process whereby credit is provided to intermediaries through a credit committee, and by 
applying strict acceptance criteria. 

Management of credit risk with regard to derivative positions
The credit risk on the fair value of all derivatives held by SNS REAAL with a counterparty is hedged through a Credit Support Annex, 
or CSA agreement. This agreement establishes, using standard industry practice, that the underlying value of the derivatives in 
liquid instruments, such as cash and government loans, must be held as surety to cover the credit risk. SNS REAAL currently has a 
CSA agreement with 6 investment banks.

Management of credit risk relating to advances to the reinsurer 
To reinsure third-party car insurance and liability insurance for individuals and companies REAAL Verzekeringen uses a panel that 
consists of a fixed group of reputable insurers with a minimal credit rating of A+ . For fire and catastrophe risks it uses reinsurers 
with a minimum credit rating of A–.

Management of credit risk in the mortgage portfolio 
REAAL Verzekeringen has a limited credit risk on its mortgage portfolio. For a part this portfolio is guaranteed by the National 
Mortgage Guarantee fund. Moreover, the property price increases of the last few years have caused a strong increase in the 
foreclosure value of collateral. In the event of non-payment by a debtor, the advances can nearly always be recouped through the 
sale of the collateral. 

Mortgages (advances to customers) by type of security are shown below:

In € millions 2006 2005

Residential property in the Netherlands:   

- Mortgages < 75% of foreclosure value  612  786 

- Mortgages > 75% of foreclosure value  36  57 

- Mortgages with National Mortgage Guarantee  110  145 

Specific provision for bad debts  (1)  (2)
   

Total  757  986

3.4  Liquidity risk 
Reaal Verzekeringen must have sufficient cash to be able to meet claims arising from its insurance portfolios. The next table 
presents cash flows arising from investments and derivatives (assets) and insurance technical provisions, net of reinsurance 
(liabilities) per maturity bucket. The figures give insight in the liquidity risk management that is being used as part of the ALM-
policy. The scope of the table is REAAL’s portfolio “for own account and risk” (the traditional portfolio). The unit-linked portfolio is 
not relevant in this context since the premiums accumulated in the investment funds are paid to the policyholders at maturity date. 
Savings mortgages are also not taken into account since assets and liabilities associated to this product are matched. The cash 
flows arising from investments depicted in the table include interest rate coupons. The cash flows arising from the technical 
provisions are estimated on a best-estimate basis (from European Embedded Value analysis). These cash flows do not include 
future profit sharing. Equity and other non-fixed income investments are not included in the scope of table.
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The liquidity risk of REAAL Verzekeringen is limited, the net cash flow is positive in the next ten years.

In € millions B 1 year > 1 year
B 5 year

> 5 year
B 10 year

> 10 year
B 15 year

> 15 year
B 20 year

> 20 year

Investments
- Designated as fair value through profit or loss 98 76 7 ‑‑ ‑‑ ‑‑

- Available for sale 332 1,512 1,012 250 72 413

- Held to maturity 90 911 831 255 258 1,659

- Loans and receivables 58 226 155 37 33 139

Derivatives 14 38 22 4 3 ‑‑

Loans and advances to customers 133 398 286 199 ‑‑ ‑‑
       

Total 725 3,161 2,313 745 366 2,211

Technical provisions, insurance operations life 196 1,429 1,589 1,400 1,188 5,653

Technical provisions, insurance operations non-life 192 178 38 38 30 4
       

Total 388 1,607 1,627 1,438 1,218 5,657

       
Difference in expected cash flows 337 1,554 686 (693) (852) (3,446)

4  Hedging and hedge accounting

SNS REAAL uses derivatives to manage market risks on an economic basis. SNS REAAL uses various hedge strategies to cover its 
interest rate options, market value and foreign exchange risks. To achieve this it uses instruments such as currency swaps, (foreign 
currency) interest rate swaps and (interest rate) options. Under IFRS, derivatives must be valued at fair value in the balance sheet 
and any changes in the fair value accounted for in the profit and loss account. In the event that changes in fair value of hedged risks 
are not accounted for through the profit and loss account, a mismatch occurs in the accounting of results, making these results 
more volatile. In these cases, hedge accounting is applied as much as possible to mitigate accounting mismatching and volatility. 
SNS REAAL makes a distinction in hedge accounting between so-called micro hedges, whereby risks on separate contracts are 
hedged, and the so-called macro hedges, whereby the risk of a portfolio of contracts is hedged. 

In fair value hedge accounting, the developments in fair value of the hedged risk are processed through the profit and loss account. 
This compensates for the fair value movements of the accompanying derivatives. In cash flow hedge accounting, the movements in 
fair value of the derivates are accounted for in a separate reserve. This cash flow hedge reserve is released over the period in which 
the cash flows from the hedged risk are realised. 

The notional amounts of the derivatives for hedging purposes reflect the degree to which SNS REAAL is active in the relevant 
markets. Derivatives held for trading are not included in this overview.

In € millions Notional amounts Fair value

Total < 1 year > 1 year B 5 year > 5 year Positive Negative

2006
Interest rate contracts:
- Swaps en FRA’s 42,809 4,730 15,497 22,583 610 (267)

- Options 2,826 127 1,895 804 95 (58)

Currency contracts:
- Swaps 3,963 736 2,789 437 99 (274)

- Forwards 550 550 ‑‑ ‑‑ 30 ‑‑
       

Total 50,148 6,143 20,181 23,824 834 (599)
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In € millions Notional amounts Fair value

Total < 1 year > 1 year B 5 year > 5 year Positive Negative

2005
Interest rate contracts:
- Swaps en FRA’s 35,078 2,805 14,412 17,861 819 (721)

- Options 3,253 269 2,110 875 69 (41)

Currency contracts:
- Swaps 4,025 858 2,870 296 164 (119)

- Forwards 416 416 ‑‑ ‑‑ 5 ‑‑
       

Total 42,772 4,348 19,392 19,032 1,057 (881)

The notional amounts show the units of account that relate to the derivatives, indicating the relationship with the underlying value 
of the primary financial instruments. These notional amounts give no indication of the size of the cash flows and the market and 
credit risk attached to the transactions. 
 

4.1  Hedging SNS Bank
SNS Bank uses interest rate swaps to manage the interest rate risk of the bank book. The policy is that the duration of the interest 
bearing asset is between 3 and 8. In addition, SNS Bank uses interest rate derivatives to hedge specific embedded options in 
mortgages. This relates to mortgages whose interest rate is capped of where movements in interest rates are transferred to clients 
gradually. SNS Bank also uses (foreign currency) swaps to convert non-euro funding into euro funding and to convert fixed-rate 
funding into floating-rate funding. SNS Bank also uses options to hedge the risks relating to hybrid savings products. Finally, 
SNS Bank applies interest rate swaps to hedging investment portfolio risks.
 

The fair value of the swaps to hedge the interest rate risk of the bank book amounted to € 185 million positive as of 31 December 
2006 (2005: € 392 million negative).
Certain mortgages have specific options, which is the case with the “Plafond” (ceiling), “Stabiel” (stable) and “Rentedemper” 
(interest rate limiter) mortgages. The nominal value of these mortgages at the end 2006, was € 3.2 billion, € 1.3 billion and € 1.2 
billion respectively. That compares to € 3.8 billion, € 1.8 billion and € 0.9 billion at the end of 2005. The SNS Bank policy is to hedge 
70% to 80% of these embedded options with caps (“Plafond” mortgages) and with caps and floors (“Stabiel” and “Rentedemper” 
mortgages). The fair value of these derivatives amounted to € 108 million on 31 December 2006, versus € 43 million a year earlier. 
The (foreign currency) swaps relating to funding, had a fair value of € 116 million negative at year end (2005: € 267 million positive).
The options linked to the hybrid savings products had a fair value of € 38 million (2005: € 36 million). Only a very limited number of 
derivatives have been allocated to the investment portfolios; they have a very small fair value (2005: € 3 million negative).

4.2  Hedge accounting SNS Bank
For the hedging activities described above, SNS Bank applies the following hedge accounting methods:

Fair value hedge accounting for bank book interest rate risk (macro hedge)
The portfolio hedged consists of fixed-rate mortgages of SNS Bank. These are mortgages that have a fixed-rate interest period of a 
minimum of 1 year and a maximum of 20 years. The hedging instruments are interest rate swaps entered into within the framework 
of management of interest rate risk in the ALM process. The risk hedged is the risk of change in the value of the portfolio as a result 
of movements in the market interest rates. 

Fair value hedge accounting for embedded derivatives (macro hedge)
The embedded caplets adopted in the “Plafond” mortgages are the hedged item. The hedge instruments are all caplets adopted in 
the caps bought. The risk that is hedged is the volatility of the (fair value of the expected) interest income in the case of changes in 
one-month swap rates. 
 

The “Rentedemper” mortgage contains embedded options (caps and floors). The caps and floors are built up from separate 
caplets and floorlets. These caplets and floorlets constitute the hedged item. The hedge instruments are caplets and floorlets 
incorporated in the caps and floors bought. The risk hedged is the volatility of the (fair value of the expected) interest income as a 
result of fluctuations in the 6-months swap rate. As a consequence of the hedge strategy chosen by SNS Bank, the reporting rules 
do not allow hedge accounting to be applied to the “Stabiel” mortgages
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Fair value hedge accounting funding and investments (micro hedge)
SNS Bank and SNS REAAL use micro hedges to swap fixed-rate funding with interest rate swaps to floating-rate funding. If the 
funding is in foreign currency, foreign exchange swaps are applied. In addition to converting the foreign currency into euro and the 
fixed-rate into floating-rate, use is also made of derivatives to convert structured funding to floating-rate funding. In structured 
funding, the funding charge is tied to, for example, an equity or inflation index. Interest rate structures such as floating-rate 
coupons with a multiplier or a leverage factor also fall under the funding programme. 
 

To a limited degree SNS Bank also hedges fixed-income instruments through swaping the coupon to a floating rate. Through these 
instruments, the interest rate and foreign exchange risks are hedged.

4.3  Hedging REAAL Verzekeringen
REAAL Verzekeringen uses foreign exchange swaps to hedge the exchange rate risk of the equity portfolio. For the most important 
currencies (US dollar, Pound sterling and Japanese yen) a hedge ratio of 85% is targeted, with a bandwidth between 80% and 90%. 
The fair value of these derivatives stands at € 15 million (2005: € 7 million negative)
REAAL Verzekeringen also uses interest rate swaps to lengthen the duration of investments. The fair value of these swaps amounted 
to € 68 million as of end 2006 (2005: € 175 million).
Finally, REAAL Verzekeringen applies (currency) interest rate swaps to hedge the interest rate and exchange risk of individual fixed-
income investments (fair value 2006: € 50 million, 2005 € 36 million) 

4.4  Hedge accounting REAAL Verzekeringen
REAAL Verzekeringen applies the following hedge accounting methods:

Fair value hedge accounting
REAAL Verzekeringen has hedged the foreign exchange risk in its equity portfolio at a macro level using foreign exchange futures 
contracts. These currency futures are in a fair value hedge relationship with the equities denominated in foreign currency.

Cash flow hedge accounting
REAAL Verzekeringen has lengthened the effective maturity of its investment portfolio at a macro level with the use of interest rate 
swaps. This achieves the effect of fixing interest income over a longer period. The risk that is hedged here is the variability of the 
interest rate at the moment of reinvestment. The cash flow hedge consists of a combination of a short-term buyer swap and a long-
term receiver swap (end 2006: 15 pairs, end 2005: 17). At the moment of reinvestment (end of maturity of the short-term swap) the 
long-term swap is sold, and the proceeds are reinvested in fixed-rate assets. The characteristics of this reinvestment (maturity, 
coupon dates) are similar to a considerable extent to those of the sold swap. 

The reinvestment calendar can be summarised as follows:

In € thousands Notional amounts

Total < 1 year > 1 year B 5 year > 5 year

Interest rate swaps 1,370,000 175,000 805,000 390,000

As of year end 2006, a positive realised fair value and interest income of € 30 million (2005: € 13 million) had been built up in equity.
This positive fair value and interest is released to the benefit of the profit and loss account at the reinvestment points indicated above, 
over a period that is equal to the remaining maturity of the long-term swap in question. At the end of 2006 there were no future 
transactions with applied hedge accounting unlikely to be consummated. 
 

5  Fair value of financial assets and liabilities 

The following table shows the fair value of the financial assets and liabilities of SNS REAAL. In a number of cases, estimates are 
used. The balance sheet items not included in this table do not satisfy the definition of a financial asset or liability. The total of the 
fair value given here below does not reflect the underlying value of SNS REAAL and should therefore not be interpreted as such. 
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In € millions SNS Bank REAAL 
Verzekeringen

Group activities Eliminations Total

Fair 
value

Book 
value

Fair 
value

Book 
value

Fair 
value

Book 
value

Fair 
value

Book 
value

Fair 
value

Book 
value

2006
Financial assets
Investments
- �Fair value through profit or loss, 

held for trading 400 400 ‑‑ ‑‑ ‑‑ ‑‑ (23) (23) 377 377

�- �Fair value through profit or loss, 
designated ‑‑ ‑‑ 193 193 ‑‑ ‑‑ ‑‑ ‑‑ 193 193

- Available for sale 1,638 1,638 4,025 4,025 198 198 ‑‑ ‑‑ 5,861 5,861

- Held to maturity ‑‑ ‑‑ 2,377 2,262 ‑‑ ‑‑ ‑‑ ‑‑ 2,377 2,262

- Loans and receivables ‑‑ ‑‑ 2,604 2,584 ‑‑ ‑‑ (651) (651) 1,953 1,933

Investments for insurance 
contracts on behalf of 
policyholders ‑‑ ‑‑ 3,955 3,955 ‑‑ ‑‑ ‑‑ ‑‑ 3,955 3,955

Derivatives 804 804 137 137 2 2 ‑‑ ‑‑ 943 943

Loans and advances to customers 56,717 56,248 795 757 577 561 (885) (866) 57,204 56,700

Loans and advances to credit 
institutions 3,608 3,607 162 162 100 100 (100) (100) 3,770 3,769

Other assets 436 436 400 400 39 39 (217) (217) 658 658

Cash and cash equivalents 687 687 698 698 415 415 (840) (840) 960 960
           

Total financial assets 64,290 63,820 15,346 15,173 1,331 1,315 (2,716) (2,697) 78,251 77,611

Financial liabilities
Participation certificates and 
subordinated debts 1,580 1,448 139 120 316 299 (222) (203) 1,813 1,664

Debt certificates 31,128 30,841 ‑‑ ‑‑ 421 418 ‑‑ ‑‑ 31,549 31,259

Derivatives 682 682 4 4 6 6 ‑‑ ‑‑ 692 692

Savings 13,343 13,678 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 13,343 13,678

Other debts to customers 6,581 7,019 417 402 609 611 (1,553) (1,553) 6,054 6,479

Debt to credit institutions 7,337 7,299 663 663 246 246 (674) (674) 7,572 7,534

Other liabilities 1,190 1,190 608 608 69 69 (267) (267) 1,600 1,600
           

Total financial liabilities 61,841 62,157 1,831 1,797 1,667 1,649 (2,716) (2,697) 62,623 62,906

2005
Financial assets
Investments
- �Fair value through profit or loss, 

held for trading 151 151 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 151 151

- �Fair value through profit or loss, 
designated ‑‑ ‑‑ 175 175 ‑‑ ‑‑ ‑‑ ‑‑ 175 175

- Available for sale 1,490 1,490 3,980 3,980 117 117 ‑‑ ‑‑ 5,587 5,587

- Held to maturity ‑‑ ‑‑ 2,307 2,052 ‑‑ ‑‑ ‑‑ ‑‑ 2,307 2,052

- Loans and receivables ‑‑ ‑‑ 2,599 2,555 ‑‑ ‑‑ (567) (567) 2,032 1,988

Investments for insurance 
contracts on behalf of 
policyholders ‑‑ ‑‑ 3,426 3,426 ‑‑ ‑‑ ‑‑ ‑‑ 3,426 3,426

Derivatives 915 915 237 237 22 22 ‑‑ ‑‑ 1,174 1,174

Loans and advances to customers 46,299 45,225 1,076 986 656 628 (723) (696) 47,308 46,143

Loans and advances to credit 
institutions 4,119 4,118 89 89 ‑‑ ‑‑ ‑‑ ‑‑ 4,208 4,207

Other assets 299 299 37 37 14 14 (43) (43) 307 307

Cash and cash equivalents 597 597 584 584 301 301 (406) (406) 1,076 1,076
           

Total financial assets 53,870 52,795 14,510 14,121 1,110 1,082 (1,739) (1,712) 67,751 66,286
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In € millions SNS Bank REAAL 
Verzekeringen

Group activities Eliminations Total

Fair 
value

Book 
value

Fair 
value

Book 
value

Fair 
value

Book 
value

Fair 
value

Book 
value

Fair 
value

Book 
value

Financial liabilities
Participation certificates and 
subordinated debts 1,309 1,150 154 127 446 419 (107) (80) 1,802 1,616

Debt certificates 25,891 25,465 ‑‑ ‑‑ 192 189 ‑‑ ‑‑ 26,083 25,654

Derivatives 939 939 33 33 4 4 ‑‑ ‑‑ 976 976

Savings 12,167 12,333 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 12,167 12,333

Other amounts due to customers 7,316 7,494 385 369 528 527 (1,312) (1,312) 6,917 7,078

Amounts due to credit institutions 3,178 3,103 425 425 108 108 (217) (217) 3,494 3,419

Other liabilities 1,032 1,032 394 394 55 55 (103) (103) 1,378 1,378
           

Total financial liabilities 51,832 51,516 1,391 1,348 1,333 1,302 (1,739) (1,712) 52,817 52,454

The fair values represent the value of the financial instruments on the balance sheet date on a real economic basis, i.e. as in a 
transaction between well informed and willing parties (‘at arm’s length’). The fair value of financial assets and liabilities is based on 
market prices, insofar as these are available. If the market prices are not available, various techniques have been developed in order 
to arrive at an approximation. 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 value. 
One possible consequence is that the fair values shown may not represent a good approximation of the direct sale value. In 
addition, calculation of the estimated fair value based on market circumstances at a certain moment is possibly a poor way of 
approximating future fair value. 
For financial assets and liabilities valued at amortised cost, the fair value is shown excluding accumulated interest. The 
accumulated interest from these investments is shown in the column other assets.
The following methods and assumptions are used to determine the fair value of financial instruments. 

Financial assets

Investments
The fair value of equities and convertible bonds is based on stock market prices. The fair value of interest-bearing debt paper, 
excluding mortgage loans, is also based on stock market prices or – in the event that stock exchange prices do not provide a 
realistic fair value – on the cash value of expected future cash flows. These cash 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
The fair value of mortgage loans is estimated by determining the cash value of the expected future cash flows, making use of the 
interest rate used for similar loans that were extended at that time, and taking into consideration the effect of future early 
redemptions. Changes in the credit rating of loans and advances are not taken into consideration in determining the fair value, as 
the effect of the credit risk is accounted for separately by deducting the provision bad debts from both book value and the fair 
value.
 

The fair value of other loans and advances to customers is estimated on the basis of cash value of future cash flows, making use of 
the interest rate currently prevailing for credits with similar conditions and credit risks.

Other assets 
The book value of the other assets is considered to be a reasonable approximation of fair value.

Cash and cash equivalents
The book value of the liquid assets is considered to be a reasonable approximation of fair value.
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Financial liabilities

Participation certificates and subordinated debts
The fair value of the share certificates and subordinated debts is estimated on the basis of the cash value of the cash flows, making 
use of the prevailing interest rate for similar instruments.

Debt certificates
The fair value of debt certificates is estimated on the basis of cash value of the cash flows, making use of the prevailing interest rate 
for similar instruments. 

Other amounts due to customers and credit institutions
The book value of the demand deposits and deposits without specific maturities are considered a reasonable approximation of fair 
value. The fair value of deposits with specified maturities are estimated on the basis of the expected cash value of future cash 
flows, using the interest rate currently applicable to deposits with a similar remaining life.

The fair value of amount due to banks is estimated on the basis of the cash value of the future cash flows, using the interest rate 
currently applicable to amount due to banks with similar conditions.

Other liabilities
The book value of the other commitments is considered to present a reasonable approximation of fair value.

Interest rate 
The interest rate used in determining fair value is based on market yield curves on the balance sheet date.

6  Legal solvency requirements 

SNS REAAL
The capital management policy is focused on optimising the capital structure in line with SNS REAAL’s strategic goals. Each year the 
commercial goals for the coming three years are translated into a capital plan. The capital plan shows how SNS REAAL translates its 
need for capital in such a way as to satisfy the internal and external solvency requirements. Those requirements are set by:
§	 De Nederlandsche Bank
§	 European legislation 
§	 The rating agencies
§	 Internal requirements regarding SNS REAAL’s capitalisation.

In 2006, SNS Bank (including SNS Property Finance) maintained a minimum BIS ratio of 11%, a Tier 1-ratio of 8% minimum and a 
Core Cpital-ratio of at least 6%. For the life insurance business, REAAL Verzekeringen maintains as internal standard 150% of the 
DNB standard, and for the non-life business 200% of the DNB-standard.

Double leverage SNS REAAL
SNS REAAL applies a 115% ceiling for its double leverage. The standard limits the degree to which debt raised by the group can be 
past on to subsidiaries as shareholders’ equity. At year end 2006, this ratio slightly increased to 107.8% (2005: 105.3%).
 

58 � Double leverage SNS REAAL
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SNS Bank
The required capital for banking activities, in accordance with DNB requirements, amounts to 8% of the risk-weighted assets, the 
off balance sheet items and the market value of the trading portfolio (the so-called BIS standard). As of end 2006, the required 
capital amounted to € 2,276 million (2005: € 1,614 million). 

In € millions 2006 2005

Core capital (Tier 1) 2,336 1,753

Supplementary capital (Tier 2) 854 652

Deductable items (participating interest) ‑‑ (4)
   

Qualifying capital (excluding Tier 3) 3,190 2,401

Risk-weighted assets 28,454 20,175

In percentage terms 2006 2005 Internal 
standard

Tier 1-ratio 8.2% 8.7% >  8%

BIS-ratio 11.2% 11.9% > 11%

Core capital-ratio 7.4% 6.9% >  6%

REAAL Verzekeringen
European guidelines require that insurance companies domiciled in a European Union member state adhere to minimum solvency 
requirements. As of 31 December 2006 the solvency ratio for life amounted to 236% (2005: 233%) and for non-life 279% (2005: 
275%).

In percentage terms 2006 2005 Internal 
standard

EU-standard life 236% 233% > 150%

EU-standard non-life 279% 275% > 200%
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Notes to the consolidated balance sheet
Assets

1  Goodwill and other intangible fixed assets 

In € millions Bank Insurance Total

2006 2005 2006 2005 2006 2005

Goodwill 197 ‑‑ 4 ‑‑ 201 ‑‑

Software 10 12 10 8 20 20

Capitalised acquisition costs related to insurance activities ‑‑ ‑‑ 538 421 538 421

Value of Business Acquired (VOBA) ‑‑ ‑‑ 112 118 112 118

Other intangible fixed assets 7 ‑‑ 5 ‑‑ 12 ‑‑
       

Total 214 12 669 547 883 559

In € millions Goodwill Software Capitalised 
acquisition costs

VOBA Other intangible 
fixed assets

Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Accumulated acquisition 
costs 201 ‑‑ 50  41 768 568 123 123 12 ‑‑ 1,154 732

Accumulated amortisation 
and impairments ‑‑ ‑‑ (30) (21) (230) (147) (11) (5) ‑‑ ‑‑ (271) (173)

             
Balance as at 31 
December 201 ‑‑ 20 20 538 421 112 118 12 ‑‑ 883 559 

Balance as at 1 January ‑‑ ‑‑ 20 15 421 233 118 121 ‑‑ ‑‑ 559 369

Implementation of IFRS 4 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 47 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 47

Acquisitions 201 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 12 ‑‑ 213 ‑‑

Investments ‑‑ ‑‑ 11 14 200 189 ‑‑ ‑‑ ‑‑ ‑‑ 211 203

Divestments ‑‑ ‑‑ (1) ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (1) ‑‑

Amortisation ‑‑ ‑‑ (9) (9) (83) (48) (6) (3) ‑‑ ‑‑ (98) (60)

Impairments ‑‑ ‑‑ (1) ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (1) ‑‑
             

Balance as at 31 
December 201 ‑‑ 20 20 538 421 112 118 12 ‑‑ 883 559

The amortisation of software has been included in the income statement under the line depreciation and amortisation of tangible 
and intangible fixed assets. 

Acquisition costs have been capitalised since 2004. The cumulative effect over the years before has not been accounted for, as this 
was not practicable. The amortisation of capitalised acquisition costs has been included in the income statement under the lines 
acquisition costs, staff costs and other operating expenses. 

The amortisation of VOBA has been taken to the income statement under the line technical expenses on insurance contracts. 

As a result of the acquisition of Bouwfonds Property Finance, SNS REAAL has accounted for customer relations and as a result of the 
acquisition of Route Mobiel for customer relations and the brand name as a new intangible fixed assets, these are included as other 
intangible fixed assets. The amortisation of these intangible fixed assets is accounted for in the income statement under 
depreciation and amortisation of tangible and intangible fixed assets.
Any impairments of goodwill and other intangible fixed assets are accounted for in the income statement under value adjustments 
to financial instruments and other assets.
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2  Tangible fixed assets 

In € millions Bank Insurance Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005

Land and buildings in own use 88 91 35 32 76 73 199 196

IT equipment 23 24 12 11 ‑‑ ‑‑ 35 35

Other tangible fixed assets 52 38 34 33 ‑‑ ‑‑ 86 71
         

Total 163 153 81 76 76 73 320 302

Land and buildings IT equipment Other assets Total

2006 2005 2006 2005 2006 2005 2006 2005

Accumulated acquisition costs 164 169 123 113 186 161 473 443

Accumulated revaluations 65 54 ‑‑ ‑‑ ‑‑ ‑‑ 65 54

Accumulated depreciation and impairment (30) (27) (88) (78) (100) (90) (218) (195)
         

Balance as at 31 December 199 196 35 35 86 71 320 302

Balance as at 1 January 196 194 35 34 71 72 302 300

Revaluations 12 4 ‑‑ ‑‑ ‑‑ ‑‑ 12 4

Acquisitions ‑‑ 6 ‑‑ ‑‑ 1 ‑‑ 1 6

Investments ‑‑ 1 21 23 33 20 54 44

Divestments (6) (7) (1) (9) (3) (7) (10) (23)

Depreciation (3) (2) (17) (13) (16) (14) (36) (29)

Impairments ‑‑ ‑‑ (3) ‑‑ ‑‑ ‑‑ (3) ‑‑
         

Balance as at 31 December 199 196 35 35 86 71 320 302

The book value of land and buildings in own use based on historical cost price is € 134 million (2005: € 142 million). 

A number of investment properties owned by the insurer are used by other group companies and have been reclassified in the 
consolidated figures from investment property to land and buildings in own use for an amount of € 76 million (2005: € 73 million).

Rental income 
Included in land and buildings are 5 properties that are partly rented out. The future rental income based on the operational lease 
contracts of these properties stood as follows as of 31 December:

2006

< 1 year 2 

> 1 year B 5 years 6

> 5 years 1
  

Total future minimum rental income based on irrevocable operational leases 9

The depreciation has been included in the income statement under the section depreciation and amortisation on tangible and 
intangible fixed assets. A book profit on disposals of € 2 million was realised on divestments in 2006. This has been correspondingly 
debited in the item depreciation and amortisation of tangible and intangible fixed assets in the income statement.

Any impairment of tangible fixed assets is recognised in the income statement under value adjustments to financial instruments 
and other assets. 
The impairment of € 3 million relates to IT equipment for which a claim settlement of € 3 million was received; this settlement 
includes compensation for additional costs. The impairment and claim settlement are balanced in the income statement in the 
item value adjustments to financial instruments and other assets. 
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Valuation of land and buildings in own use
The land and buildings in own use are valued by an external surveyor once every three years. In 2004, with the introduction of IFRS 
accounting principles, the whole portfolio was revalued. 
The table below shows the balance sheet value of the assessed land and building in totals. The final column shows the balance 
sheet value of the assessed land and buildings in relation to the land and buildings in own use.

Bank Insurance Group 
activities

Total In percentage 
terms

2006 32 32 65 129 65%

2005 20 ‑‑ 42 62 32%

2004 97 28 69 194 100%

3  Investments in associates 

In € millions Bank Insurance Group acivities Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Total book value 34 2 69 77 39 50 (3) (3) 139 126

Total market value 34 2 62 77 39 50 (3) (3) 132 126

Movements in investments in associates can be specified as follows:

In € millions 2006 2005

Balance as at 1 January 126 51

Purchases and expansions 1 29

Disposals and divestments (7) (8)

Acquisitions 37 ‑‑

Reclassifications (12) 39

Share in the result of associates 5 9

Direct changes in equity ‑‑ 6

Revaluations (3) 2

Other movements (8) (2)
   

Balance as at 31 December 139 126

Overview of the most significant investments in associates of SNS REAAL

C
ou

nt
ry

In
te

re
st

Share in 
shareholders’ 

equity

Share in the 
result

Assets Liabilities Income

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Significant investments in 
associates:
Ducatus N.V. NL 30% 67 75 3 2 227 233 7 6 6 24

LaSer-Lafayette Services 
Nederland B.V. NL 40% 22 20 2 2 672 753 623 704 62 62

Parnassus Participatiefonds B.V. NL 38% 5 8 ‑‑ (1) 14 19 ‑‑ ‑‑ ‑‑ ‑‑

Masterfleet N.V. NL 40% 6 5 ‑‑ ‑‑ 124 117 111 104 56 53

ProCom Desarrollos Urbanos SA ES 20% 2 ‑‑ ‑‑ ‑‑ 415 ‑‑ 405 ‑‑ (2) ‑‑

Project 2 Holding N.V. BE 17% 5 ‑‑ ‑‑ ‑‑ 51 ‑‑ 24 ‑‑ (2) ‑‑

Tarpon Point Associates LLC US 10% 2 ‑‑ ‑‑ ‑‑ 167 ‑‑ 141 ‑‑ ‑‑ ‑‑

Überseequartier 
Betelingungs GmbH DE 43% 13 ‑‑ ‑‑ ‑‑ 30 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑

Other Divers 20‑49% 17 18 ‑‑ 6 364 1,253 227 1,105 47 503
             

Total 139 126 5 9 2,064 2,375 1,538 1,919 167 642
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A total of € 965 million (2005: € 235 million) of loans was granted to the associated companies. These loans are included under loans 
and advances to customers.

Overview of the most important SNS REAAL joint ventures 
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Joint ventures :
Zom Riveroaks LP US 50% 1 ‑‑ 4 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑

Astro Tower NV BE 50% 1 ‑‑ ‑‑ 3 1 ‑‑ ‑‑ ‑‑

IMCA/BFP Holding BV NL 50% (1) ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1 1

VOF AM BPF NL 50% (1) ‑‑ ‑‑ 17 19 ‑‑ ‑‑ 1

Other Divers 50% ‑‑ ‑‑ 48 56 85 9 8 8
           

Total ‑‑ ‑‑ 52 76 105 9 9 10

A total of € 324 million in loans has been granted to joint-ventures. These have been included under loans and advances to 
customers. As of end 2006, the total investment commitments of the joint ventures amounted to € 35 million and the total 
contingent liabilities to € 3 million. 

4  Investment property

In € millions Bank Insurance Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005

Land and buildings used by third parties 6 1 205 201 (76) (73) 135  129

Property rented out by the insurer to other group companies is recognised as investment property by the insurer. In 2006 this 
amounted to: € 76 million (2005: € 73 million). At group level this investment property is included in the tangible fixed assets under 
the item Land and buildings in own use and therefore eliminated from the investment property. 

The movement of investment property can be detailed as follows:

2006 2005

Balance as at 1 January 129 125 

Investments ‑‑ ‑‑

Divestments (3) (2)

Acquisitions 5 ‑‑

Revaluations 4 6
   

Balance as at 31 December 135  129

5  Investments

In € millions Fair value through profit and loss Available 
for sale

Held 
to maturity

Loans and 
receivables

Total

Held for trading Designated

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Bank 400 151 ‑‑ ‑‑ 1,638 1,490 ‑‑ ‑‑ ‑‑ ‑‑ 2,038 1,641

Insurance ‑‑ ‑‑ 193 175 4,025 3,980 2,262 2,052 2,584 2,555 9,064 8,762

Group activities ‑‑ ‑‑ ‑‑ ‑‑ 198 117 ‑‑ ‑‑ ‑‑ ‑‑ 198 117

Eliminations (23) ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (651) (567) (674) (567)
             

Total 377 151 193 175 5,861 5,587 2,262 2,052 1,933 1,988 10,626 9,953
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Fair value
through profit and loss

Available
for sale

Held
to maturity

Loans and 
receivables

Total

Held for 
trading

Designated

2006

Movements of investments
Balance as at 1 January  151 175 5,587 2,052 2,007  9,972 

Reclassifications ‑‑ ‑‑ (6) ‑‑ 19  13 

Purchases and advances ‑‑ 55 4,835 200 101 5,191

Acquisitions ‑‑ ‑‑ ‑‑ ‑‑ 7 7

Disposals and redemptions ‑‑ (39) (4,568) ‑‑ (282) (4,889)

Revaluations ‑‑ 2 39 ‑‑ ‑‑ 41

Impairments ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑

Amortisation and interest accrual ‑‑ ‑‑ (27) 10 96 79

Change in investments held for trading 226 ‑‑ ‑‑ ‑‑ ‑‑ 226

Other ‑‑ ‑‑ 1 ‑‑ (6) (5)
       

Balance as at 31 December  377 193 5,861 2,262 1,942  10,635 

Movement in provisions for 
investments
Balance as at 1 January ‑‑ ‑‑ ‑‑ ‑‑ 19 19

Usage ‑‑ ‑‑ ‑‑ ‑‑ (10) (10) 
       

Balance as at 31 December ‑‑ ‑‑ ‑‑ ‑‑  9  9 

       
Total investments 377 193 5,861 2,262 1,933 10,626

2005

Movements of investments
Balance as at 1 January  10  123 4,770 1,932 2,280 9,115

Implementation of IAS 32/39 ‑‑ ‑‑  107 ‑‑ 15 122

Reclassifications ‑‑ ‑‑  (39) ‑‑ ‑‑ (39)

Purchases and advances ‑‑ 59 5,042  111  64  5,276 

Acquisitions ‑‑ ‑‑ 314 ‑‑ 2 316 

Disposals and redemptions ‑‑ ‑‑ (4,682) ‑‑ (449) (5,131)

Revaluations ‑‑ ‑‑ 73 ‑‑ ‑‑  73 

Impairments ‑‑  (7) ‑‑ ‑‑  (5)  (12)

Amortisation and interest accrual ‑‑ ‑‑ ‑‑  9 99 108 

Change in investments held for trading  141 ‑‑ ‑‑ ‑‑ ‑‑  141 

Other ‑‑ ‑‑  2 ‑‑  1  3 
       

Total at year end 151 175 5,587 2,052 2,007  9,972

Movements in provisions for 
investments
Balance as at 1 January ‑‑ ‑‑ ‑‑ ‑‑ 22  22 

Acquisitions ‑‑ ‑‑ ‑‑ ‑‑ 2  2 

Usage ‑‑ ‑‑ ‑‑ ‑‑ (5)  (5)
       

Total as at 31 December ‑‑ ‑‑ ‑‑ ‑‑ 19  19

       
Total investments  151 175 5,587 2,052 1,988 9,953
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Bank Eliminations Total

2006 2005 2006 2005 2006 2005

Fair value through profit and loss: held for trading
Shares and similar investments:
- Listed 46 33 ‑‑ ‑‑ 46 33 

- Unlisted 1 ‑‑ ‑‑ ‑‑ 1 ‑‑

Bonds and fixed-income securities:
- Listed 350 118 (23) ‑‑ 327 118 

- Unlisted 3 ‑‑ ‑‑ ‑‑ 3 ‑‑
       

Total 400 151 (23) ‑‑ 377 151

Insurance Total

2006 2005 2006 2005

Fair value through profit and loss: designated
Bonds and fixed-income securities:
- Listed 19  46 19  46 

- Unlisted 121  129 121  129 

Shares and similar investments:
- Unlisted 53 ‑‑ 53 ‑‑

     
Total 193 175 193  175

Bank Insurance Group activities Total

2006 2005 2006 2005 2006 2005 2006 2005

Available for sale
Shares and similar investments:
- Listed 19 15 1,193 994 190 117 1,402 1,126 

- Unlisted ‑‑ ‑‑ 123  124 8 ‑‑ 131  124 

Bonds and fixed-income securities:
- Listed 1,619 1,475 2,686 2,851 ‑‑ ‑‑ 4,305 4,326 

- Unlisted ‑‑ ‑‑ 23 11 ‑‑ ‑‑ 23  11 
         

Total  1,638  1,490 4,025 3,980  198  117  5,861  5,587 

The revaluation of the investments available for sale can be detailed as follows: 

Bank Insurance Group activities Total Total
2005

2006

Shares and similar investments:
(Amortised) cost price 16 1,070 174 1,260  1,084 

Unrealised gains 3 246 24 273  167 

Bonds and fixed-income securities:
(Amortised) cost price 1,603 2,796 ‑‑ 4,399  4,251 

Unrealised gains 16 (87) ‑‑ (71)  85 
      

Total 1,638 4,025 198 5,861 5,587
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Insurance Eliminations Total

2006 2005 2006 2005 2006 2005

Held to maturity
Bonds and fixed-income securities
- Listed 2,262 2,052 ‑‑ ‑‑ 2,262  2,052 

       
Total 2,262 2,052 ‑‑ ‑‑ 2,262 2,052

Loans and receivables
Private loans linked to savings mortgages 2,254 2,192 (609) (525) 1,645 1,667

Private loans 339 382 (42) (42) 297 340
       

2,593 2,574 (651) (567) 1,942 2,007

Provision for bad debts 9 19 ‑‑ ‑‑ 9 19 
       

Total 2,584 2,555 (651) (567) 1,933 1,988

6  Investments for insurance contracts on behalf of policyholders
Investments for insurance contracts on behalf of policyholders include separate deposits for the account and risk of policyholders, 
investments for unit-linked insurances and separate investments for large group pension contracts.

In € millions 2006 2005

Shares and similar investments:
- Listed 3,102 2,643

- Unlisted 13 24

Bonds and fixed-income securities:
- Listed 425 373 

- Unlisted 415 386 
   

Total 3,955  3,426 

Balance as at 1 January  3,426  2,798 

Purchases and advances 965  602 

Acquisitions ‑‑  256 

Disposals and redemptions (600)  (588)

Reclassifications (7) ‑‑

Revaluations 174  353 

Other movements (3)  5 
   

Balance as at 31 December 3,955  3,426 

7  Derivatives
Derivatives are financial instruments whose value depends on one or more underlying primary financial instruments. Derivatives 
contain rights and obligations whereby one or more of the financial risks attendant on underlying primary financial instruments 
are exchanged between parties. As a result of which the transactions do not lead to the transfer of the underlying primary financial 
instrument and neither does transfer have to take place when the agreement expires. Most derivatives are kept to hedge against 
unwanted market risks. This is explained in paragraph 4 of the chapter Risk management. The derivatives are unlisted.
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In € millions Positive fair value Negative fair value Balance

2006 2005 2006 2005 2006 2005

Summary of derivatives
Derivatives held for cash flow hedging 72 208 4 33 68 175

Derivatives held for fair value hedging 668 707 522 766 146 (59)

Derivatives held in the context of asset and liability management 
that do not qualify for hedge accounting 94 142 73 82 21 60

Derivatives held for trading 109 117 93 95 16 22
       

Total 943 1,174 692 976 251 198

2006 2005

Movements in derivatives
Balance as at 1 January 198  61 

Implementation of IAS 32/39 ‑‑  (173)

Reclassification implementation of IAS 32/39 ‑‑  (370)

Purchases (15)  120 

Disposals 136  53 

Revaluations 137 245 

Exchange rate movements (188)  265 

Other (17)  (3)
   

Balance as at 31 December  251 198

8  Deferred tax assets and liabilities 

In € millions Bank Insurance Group activities Total

2006 2005 2006 2005 2006 2005 2006 2005

Source of deferred tax assets
Investment property ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1 ‑‑ 1

Investments 5 ‑‑ 6 8 ‑‑ ‑‑ 11 8

Derivatives ‑‑ 16 ‑‑ ‑‑ 1 ‑‑ 1 16

Loans and advances to customers 15 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 15 ‑‑

Subordinated debt ‑‑ 4 ‑‑ ‑‑ ‑‑ 1 ‑‑ 5

Debt certificates ‑‑ 33 ‑‑ ‑‑ ‑‑ 5 ‑‑ 38

Technical provisions, insurance operations ‑‑ ‑‑ 3 10 ‑‑ ‑‑ 3 10

Interest rate rebates ‑‑ ‑‑ 4 5 ‑‑ ‑‑ 4 5

Provision for employee benefits 3 3 4 3 5 8 12 14

Reorganisation provision 3 4 1 2 ‑‑ ‑‑ 4 6

Other provisions 5 3 1 ‑‑ ‑‑ ‑‑ 6 3

Amounts due to credit institutions 1 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 1 ‑‑

Other amounts due to customers 2 18 ‑‑ ‑‑ ‑‑ ‑‑ 2 18

Tax-deductible losses 2 2 1 ‑‑ 1 2 4 4

Other 3 2 ‑‑ 2 ‑‑ ‑‑ 3 4
         

Net tax assets 39 85 20 30 7 17 66 132
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In € millions Bank Insurance Group activities Total

2006 2005 2006 2005 2006 2005 2006 2005

Source of deferred tax liabilities 
Goodwill and other intangible fixed assets 1 ‑‑ 22 19 ‑‑ ‑‑ 23 19

Value of Business Acquired ‑‑ ‑‑ 14 17 ‑‑ ‑‑ 14 17

Investment property 3 2 39 42 ‑‑ ‑‑ 42 44

Investments ‑‑ 16 41 63 ‑‑ ‑‑ 41 79

Derivatives 79 ‑‑ 23 51 ‑‑ 6 102 57

Subordinated debt 2 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 2 ‑‑

Debt certificates 5 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 5 ‑‑

Loans and advances to customers 7 101 ‑‑ ‑‑ ‑‑ ‑‑ 7 101

Other provisions ‑‑ ‑‑ 4 ‑‑ ‑‑ ‑‑ 4 ‑‑

Other ‑‑ ‑‑ 3 7 ‑‑ ‑‑ 3 7
         

Net tax liabilities 97 119 146 199 ‑‑ 6 243 324

The tax-deductible losses for which a deferred tax receivable has been recognised can be specified as follows: 

2006 2005

Total tax-deductible losses 16  14 

Deferred tax assets calculated on tax-deductible losses 4  4 

Average tax rate 25.5% 29.6%

9  Loans and advances to customers
Loans and advances to customers can be broken down as follows:

In € millions Bank Insurance Group activities Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Mortgages 44,930 42,558 757 986 ‑‑ ‑‑ ‑‑ ‑‑ 45,687 43,544

Property finance:
- Project finance 3,204 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 3,204 ‑‑

- Investment finance 4,887 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 4,887 ‑‑

- Financial leases 718 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 718 ‑‑

Other 2,509 2,667 ‑‑ ‑‑ 561 628 (866) (696) 2,204 2,599
           

Total 56,248 45,225 757 986 561 628 (866) (696) 56,700 46,143

The other loans and advances to customers relate to consumer credit and business credit, the latter including property finance 
included in the Retail Banking segment. 

The breakdown in loans and advances to customers can be specified as follows:

Gross amount Provision Net amount

2006 2005 2006 2005 2006 2005

Mortgages 45,747 43,589 (60) (45) 45,687 43,544

Property finance:
- Project finance 3,245 ‑‑ (41) ‑‑ 3,204 ‑‑

- Investment finance 4,893 ‑‑ (6) ‑‑ 4,887 ‑‑

- Financial Leases 722 ‑‑ (4) ‑‑ 718 ‑‑

Other 2,308 2,727 (104) (128) 2,204 2,599
       

Total 56,915 46,316 (215) (173) 56,700 46,143
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The Property finance segment includes, as of 2006, all the activities of SNS Property Finance. Property finance loans and advances 
of the Retail Bank will be transferred to the Property finance segment in 2007. Of the loans secured by mortgages, € 1,956 million 
has been provided as collateral to third parties. These were transacted according to normal market conditions.The Property finance 
loans include € 8,554 million with mortgage security. 

SNS REAAL recognizes financial lease assets in the balance sheet as advances, the amount of which is equal to the net investment in 
the lease.

The movements in loans and advances to customers breaks down as follows:

Mortgages Property finance Other Total

2006 2005 2006 2005 2006 2005 2006 2005

Balance as at 1 January 43,589 39,973 ‑‑ ‑‑ 2,727 2,765 46,316 42,738

Implementation of IAS 32 and 39 ‑‑ 461 ‑‑ ‑‑ ‑‑ (1) ‑‑ 460

Acquisitions ‑‑ ‑‑ 8,474 ‑‑ ‑‑ ‑‑ 8,474 ‑‑

Divestments of businesses ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (37) ‑‑ (37)

Reclassifications 155 47 ‑‑ ‑‑ (155) ‑‑ ‑‑ 47

Advances 9,174 9,122 783 ‑‑ 250 365 10,207 9,487

Redemptions (6,773) (5,931) (299) ‑‑ (157) (245) (7,229) (6,176)

Change in fair value as a result of hedge 
accounting (394) (91) ‑‑ ‑‑ ‑‑ ‑‑ (394) (91)

Exchange rate differences ‑‑ ‑‑ (43) ‑‑ ‑‑ ‑‑ (43) ‑‑

Movement in current accounts ‑‑ ‑‑ ‑‑ ‑‑ (328) (120) (328) (120)

Other changes (4) 8 (55) ‑‑ (29) ‑‑ (88) 8
         

Balance as at 31 December 45,747 43,589 8,860 ‑‑ 2,308 2,727 56,915 46,316

SNS REAAL has securitised a part of the mortgage loans. With these securitisation transactions the beneficial ownership of 
mortgage loans is transferred to separate companies. These loans are transferred at nominal value plus a deferred selling price. A 
positive result within the separate companies creates a positive value for the deferred selling price. SNS REAAL retains an economic 
interest in the companies in this context, and has consolidated these companies in its consolidated financial statements. The 
remaining principal of the securitised portfolio amounted to € 11,245 million as at year end 2006 (2005: € 7,585 million). Further 
information on securitisation transactions is provided under debt certificates.

SNS REAAL has also structured synthetic securitisation in the form of credit guarantees, whereby the credit risk protection has 
been bought for a mortgage portfolio with a remaining principal of € 595 million as at year end 2006 (2005: € 731 million). 
The movements in provision for bad debts of the loans and advances can be specified as follows.

Mortgages Property finance Other Total

Specific IBNR Specific IBNR Specific IBNR 2006 2005

Balance as at 1 January 41 4 ‑‑ ‑‑ 101 27 173 187

Implementation of IAS 32 and 39 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 18

Acquisitions ‑‑ ‑‑ 43 5 ‑‑ ‑‑ 48 ‑‑

Divestments of businesses ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (37)

Usage (27) ‑‑ ‑‑ ‑‑ (16) ‑‑ (43) (50)

Additions 52 1 3 ‑‑ 39 ‑‑ 95 82

Releases (15) ‑‑ (2) ‑‑ (33) (10) (60) (27)

Reclassification 4 ‑‑ ‑‑ ‑‑ (4) ‑‑ ‑‑ ‑‑

Other changes ‑‑ ‑‑ 2 ‑‑ ‑‑ ‑‑ 2 ‑‑
         

Balance as at 31 December 55 5 46 5 87 17 215 173

10  Loans and advances to credit institutions
These relate to loans and advances to banks, insofar as not in the form of interest-bearing securities, with a remaining maturity 
longer than three months.
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11  Corporate tax
This relates to advances and amounts due concering corporate tax. The corporate tax item also includes dividends withholding tax, 
which is settled through the corporate tax return.

12  Other assets

In € millions 2006 2005

Amounts due from direct insurance:
- Policyholders 43 (60)

- Intermediaries 47 27 

- Reinsurers 3 3 

Other taxes 2 3

Other advances 216 38 

Accrued assets
- Accrued interest 308 252 

- Other accrued assets 39 44 
   

Total 658 307 

13  Cash and cash equivalents 
Cash and cash equivalents include demand deposits at De Nederlandsche Bank, amounts held by REAAL Verzekeringen at other 
banks and advances from SNS Bank to credit institutions with a remaining maturity of less than three months. 

The cash and cash equivalents break down as follows:

In € millions 2006 2005

Deposits at De Nederlandsche Bank 458 383 

Short term bank balances 430 615 

Cash 72 78 
   

Total 960 1.076
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Equity and Liabilities
 

14  Equity attributable to shareholders

In € millions 2006 2005

Equity attributable to shareholders 3,200 2,528

 
For further information on equity see the consolidated statement of changes in equity. 
 

15  Participation certificates and subordinated debts

In € millions 2006 2005

Participation certificates 298 298 

Subordinated debts 1,366 1,318 
   

Total 1,664 1,616

Participation certificates
This item includes participation certificates issued by SNS Bank to third parties. The certificates have an open-ended term, with 
SNS Bank maintaining the right to early redemption in full after 10 years, provided permission is given by De Nederlandsche Bank. 
Dividend in the form of a coupon rate is fixed for a period of 10 years and equal to the CBS return on 9-10 year Government bonds 
with a surcharge (CBS: Central Bureau of Statistics). 

2006 2005

Subordinated debts   

Bond loans 1,200 1,138 

Private loans 126  133 
  

 1,326 1,271 

Final bonus account  40  47 
   

Total 1,366 1,318 

Balance sheet 
value

Nominal
value

Balance sheet 
value

Nominal
value

2006 2005

Bond loans
SNS REAAL 7.250% 1996‑2006 ‑‑ ‑‑ 114 114 

SNS Bank 6.250% 1997‑2009  135 136 137 136 

SNS Bank 5.125% 1999‑2011  117 122 115  116 

SNS Bank 4.000% 1999‑2019  5 5 5  5 

SNS Bank Variable 2001‑2011 ‑‑ ‑‑ 80 81 

SNS Bank 7.625% Perpetual  80 81  80 80 

SNS Bank 5.750% Perpetual  197  200 199  200 

SNS Bank Variable 2003‑2013  107 107 110  110 

SNS REAAL Variable 2005‑2012 176  200  198  200 

SNS Bank Variable 2005‑2015  100  100 100 100 

SNS Bank 5.500% 2006‑2016 44 45 ‑‑ ‑‑

SNS Bank 6.750% 2006‑2016 119 120 ‑‑ ‑‑

SNS Bank Variable 2006‑2016 120 120 ‑‑ ‑‑
       

Total   1,200 1,236  1,138 1,142 
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Bond loans
The two perpetually subordinated bond loans mentioned above have a term that is open-ended principle. However, both loans have 
an option for early redemption after 10 years, when the new interest rate will be set. At that time, the bonds can also be redeemed.

Private loans
The private loans have been granted by SNS Bank and form part of the regulatory capital used in determining the solvency position 
of the bank by De Nederlandsche Bank. The average contractual yield was 6.4% in 2006 (2005: 6.3%). 

Final bonus account
The final bonus account commitments were entered into by REAAL Verzekeringen N.V. and form part of the qualifying capital in 
assessing the solvency position of REAAL Verzekeringen N.V. by De Nederlandsche Bank.
The final bonus account is largely of a long-term nature.

16  Debt certificates
Debt certificates refer to bonds and other debt certificates with a fixed or variable interest rate insofar as not subordinated.

The debt certificates have an average contractual interest rate of 3.6%. (2005: 3.1%).

SNS REAAL has securitised a part of the mortgage loans. With these securitisation transactions the beneficial ownership of 
mortgage loans is transferred to separate companies. These loans are transferred at nominal value plus a deferred selling price. A 
positive result within the separate companies creates a positive value for the deferred selling price. SNS REAAL retains an economic 
interest in the companies in this context, and has consolidated these companies in its consolidated financial statements. 

The securitisation transactions with effect from 2001 have what is called a ‘call + step-up’ structure. This means that after a specific 
call date, the company will have the right to redeem the bonds prematurely. Additionally, at this specific date, the coupon on the 
bonds will be subject to a rise in interest rate (step-up). Under normal market conditions, this will create a commercial incentive to 
early redeem the bonds. An overview of the securitisation programme is provided below:

In € millions Initial
principal

Date of 
securiti-

sation

Principal 31 
December 

2006

Principal 31 
December 

2005

First call-
option date

Contractual 
date of expiry

As at 31 December 2006 the following 
issues were outstanding:

Hermes I 437 Nov 1999 81 130 n.a. Jul 2009
Hermes II 665 Nov 2000  183 237 n.a. Apr 2012
Hermes III 900 Jun 2001 242 329 18 Jul 2009 Jun 2033
Hermes IV  800 Nov 2001  233 305 18 Jul 2009 Oct 2033
Hermes V  1,100 Nov 2002  406 561 18 Jan 2011 Oct 2034
Hermes VI  1,250 May 2003 509 701 18 Nov 2009 May 2035
Hermes VII  1,250 Sep 2003 860 1,172 18 Feb 2010 Feb 2039
Hermes VIII  1,250 May 2004 1,041 1,209 18 Nov 2013 May 2038
Hermes IX  1,500 May 2005 1,500 1,460 18 Feb 2014 Feb 2039
Hermes X  1,500 Sep 2005 1,500 1,481 18 Mar 2015 Sep 2039
Hermes XI 1,500 Feb 2006 1,500 ‑‑ 18 Sep 2015  Sep 2040 
Hermes XII 2,200 Oct 2006 2,176 ‑‑ 18 Mar 2016 Dec 2038
PEARL I 1,014 Sep 2006 1,014 ‑‑ 18 Sep 2026 Sep 2047

       
Total 15,366 11,245 7,585

A subordinated loan is provided by SNS REAAL to Pearl I with a principal outstanding amount of € 14 million and a loan with a 
principal outstanding amount of € 10 million to Hermes XII. In 2005, a subordinated loan was provided to Hermes I with a principal 
outstanding amount of € 4 million. In transactions involving the securitisation of endowment mortgages, REAAL Verzekeringen has 
a (sub)participation equal to the accrued savings. At the end of 2006 this participation amounted to € 121 million (2005: € 85 
million).
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17  Technical provisions, insurance operations 

In € millions Gross Reinsurance

2006 2005 2006 2005

Provision for life insurance obligations (a) 8,826 8,615 187 196 

Unamortised interest rate rebates (b) (130)  (132) ‑‑ ‑‑

Provision for profit sharing and rebates (c) 7  9 ‑‑ ‑‑
    

Life, for insurance contracts own risk and account 8,703 8,492  187 196 

Provision for life insurance obligations (d)  3,909  3,461 ‑‑ ‑‑
    

Life, for insurance contracts on behalf of policyholders 3,909  3,461 ‑‑ ‑‑

    

Provision for premium shortfalls and current risks (e) 3  3 1 1

Provision for unearned premiums (f ) 83  85 2 2

Provision for claims payable (g) 545  570 138 151

Provision for claim events incurred but not reported (h) 70  83 10 15
    

Non-life 701  741 151 169

     
Total REAAL Verzekeringen 13,313 12,694 338 365

Reclassification to provision for employee benefits (30) (36) ‑‑ ‑‑
     

Total 13,283 12,658 338 365

The technical provisions are largely of a long-term nature.

Gross Reinsurance

2006 2005 2006 2005

a.  Provision for life insurance obligations   

Gross   

Balance as at 1 January 8,615 8,173 196 197

Portfolio reclassification 16 ‑‑ ‑‑ ‑‑

Acquisitions ‑‑  131 ‑‑ ‑‑

Benefits paid (934) (759) (31) (18)

Premiums received 925 930 14 21

Interest addition  365  357 12 11

Technical result (68) (83) (4) (11)

Release of expense loading (128) (126) ‑‑ ‑‑

Other changes 35 (8) ‑‑ (4)
     

Total as at 31 December 8,826 8,615 187 196

Life own risk

2006 2005

b.  Unamortised interest rebates 
Gross
Balance as at 1 January  132  150 

Rebates given in the accounting year 20  13 

Amortisation (22)  (31)
   

Total as at 31 December 130  132
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Life own risk

2006 2005

c.  Provision for profit sharing, bonuses and rebates
Gross
Balance as at 1 January  9  9 

Movements  (2) ‑‑
   

Total as at 31 December  7  9

2006 2005

d.  Technical provisions for insurance on behalf of policyholders
Balance as at 1 January  3,461  2,845 

Acquisitions ‑‑  255 

Premiums received 636 513

Benefits paid (214) (397)

Interest added 25  22 

Exchange rate movements 189  338 

Technical result (22)  (31)

Release of expense loading (130) (89)

Other changes (36) 5
   

Total as at 31 December 3,909  3,461

The technical provisions for insurance on behalf of policyholders are linked to investments for insurance contracts on behalf of 
policyholders.

Gross Reinsurance 

2006 2005 2006 2005

e.  Provision for premium shortfalls and current risks   

Balance as at 1 January  3  1  1 ‑‑

Acquisitions ‑‑  2 ‑‑  1 
     

Total as at 31 December  3  3  1  1 

f. Provision for unearned premiums     

Balance as at 1 January  85  66  2 ‑‑

Additions during the year 83  57 3 ‑‑

Added to the results  (86)  (69)  (3)  (5)

Acquisitions ‑‑  31 ‑‑  7 

Other changes 1 ‑‑ ‑‑ ‑‑
     

Total as at 31 December 83  85  2  2 
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Gross Reinsurance 

2006 2005 2006 2005

g. Provision for payable claims     

Balance as at 1 January  570  364  151  67 

Portfolio reclassification (16) ‑‑ ‑‑ ‑‑

Acquisitions ‑‑  210  ‑‑  81 

Reported claims, current period  268  207 20  14 

Reported claims, prior periods  (22)  (16)  (4)  (12)

Claims paid, current period  (146)  (155)  (8)  (13)

Claims paid, prior periods  (101)  (52)  (17)  (13)

Release to income statement  (15)  (6)  (6)  8 

Interest addition  10  12  4  10 

Other changes (3)  6  (2)  9 
     

Total as at 31 December 545  570 138  151 

h. Provision for claim events incurred not yet reported     

Balance as at 1 January  83  59  15  5 

Additions during the year 25  15 ‑‑  3 

Release to income statement (38) (24) (6)  (4)

Acquisitions ‑‑  33 ‑‑  11 

Other changes ‑‑ ‑‑ 1 ‑‑
     

Total as at 31 December 70  83 10  15 

18  Provision for employee benefits

In € millions 2006 2005

Pension benefits 55 57

Other employee benefits 13 19
   

Total 68 76

Pension benefits
As of 1 January 2005 the pension plan (average pay) for employees changed from a defined benefit to a defined contribution plan, 
with the exception of the former employees of Zurich and NHL. Under this plan SNS REAAL pays a fixed agreed amount to the 
independent pension fund Stichting Pensioenfonds SRG. 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 effective 
2005. 
 

In 2006 the new pension rights on behalf of the former Zürich employees was transferred retrospectively (as of 1 July 2004) to the 
SRG pension fund and included in the SNS REAAL defined contribution plan. The rights accumulated in previous years remained 
with SNS REAAL. Due to the change in the plan rules, part of the provision was released (curtailment).The pension agreements of 
the former NHL employees qualify as a defined benefit plan. These commitments are backed by separate investments, the 
developments of which are explained below.

The pension plan for the former NHL employees is currently still being handled externally. There is a backlog in this pension 
administration in the processing of changes which, consequently have led to the provision as of 31 December 2006 being calculated 
on the basis of a so-called ‘roll forward’ for the period since 31 December 2004. This takes into account the fact that three-quarters 
of the investments are in fixed-income and a quarter in shares. 

The pension benefits of the former Bouwfonds Property Finance employees are insured in the ABP in a multi employer plan, 
whereby the pension plan qualifies as a defined benefit plan, however it is accounted for as a defined contribution plan. 
As explained in the acquisition paragraph, given the inability to get the information on time, these pension commitments and 
related investments have not yet been recalculated on the basis of the SNS REAAL required accounting principles. This will take 
place in 2007, after which the results will be processed retrospectively in the acquisition balance sheet.
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2006 2005

Movements of pension obligations   

Present value of defined benefit obligations 84  86

Fair value of investments 37  27 
  

Cash value of net liabilities 47  59 

Unrealised actuarial profit or loss  8  (2)
   

Total  55  57 

 

Movements of cash value of pension benefits
Cash value as at 1 January 86 44

Acquisitions 11 38

Increase and interest addition 5 3

Adjustment pension plan ex-Zürich (curtailment) (2) ‑‑

Benefits (4) (1)

Other movements (4) ‑‑
  

Total 92 84

Unrealised actuarial profit or loss 8 (2)
   

Present value as at 31 December 84 86 

Movements in fair value of the investments 
Fair value as at 1 January 27 --

Acquisitions 7 27

Investment income 2 --

Premiums received 2 --

Benefits paid (1) --
   

Fair value as at 31 December 37  27 

The most important actuarial parameters used for calculation are:
Discount rate 4.5% 4.0%

Expected salary increase 2.3% 2.3%

Expected return on investments 4.8% 5.0%

 

Other employee benefits 
Staff rebates  13 16 

Other ‑‑ 3 
   

Total  13  19 

Charged to income statement 
Pension costs attributed to service year 65  50

Adjustment pension plan ex-Zürich (curtailment) (2) ‑‑

Increase in present value of benefits 4 1

Expected return on fund investments (2) ‑‑
   

Total  65  51 

19  Other provisions 

In € millions Bank Insurance Group activities Total

2006 2005 2006 2005 2006 2005 2006 2005

Reorganisation provision 13 14 3 5 1 1 17 20

Other provisions 11 9 1 1 ‑‑ 14 12 24
         

Total 24 23 4 6 1 15 29 44
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Reorganisation 
provision 

Other
provisions

Total

2006 2005 2006 2005 2006 2005

Balance as at 1 January 20 35 24 15 44 50

Additions 15 11 4 18 19 29

Usage (13) (19) (1) (8) (14) (27)

Acquisitions ‑‑ ‑‑ 2 ‑‑ 2 ‑‑

Released to results (5) (7) (17) (1) (22) (8)
       

Total as at 31 December 17 20 12 24 29 44

The change in the reorganisation provision mainly relates to streamlining processes in connection with SNS Bank’s SME-strategy. 
This organisational change commenced in 2006 and is advanced.
Of the release of other provisions to the result, an amount of € 11 million relates to the release of provisions made for a tax claim 
and for guarantees provided when participating interests were sold. Of this release, an amount of € 8 million has been recognised 
as a (prior-year) share in the result of associates. 
The other provisions were made partly with a view to the risk that (legal) claims may not be settled. More details are provided under 
off-balance sheet commitments. The other provisions are mainly of a long-term nature.

20  Savings
The savings item comprises balances of saving accounts, savings deposits and term deposits of private clients. The interest payable 
on savings is included in the item other liabilities.

21  Other amounts due to customers

In € millions Bank Insurance Group activities Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Non-current debt 2,359 2,295 402 369 65 67 (665) (666) 2,161 2,065

Demand deposits 4,260 4,815 ‑‑ ‑‑ 546 460 (888) (646) 3,918 4,629

Mortgage deposits 400 384 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 400 384
           

Total 7,019 7,494 402 369 611 527 (1,553) (1,312) 6,479 7,078

22  Amounts due to credit institutions

In € millions Bank Insurance Group activities Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Due on demand 220 254 663 425 246 108 (674) (217) 455 570

Deposits and certificates 7,079 2,849 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 7,079 2,849
           

Total 7,299 3,103 663 425 246 108 (674) (217) 7,534 3,419

23  Other liabilities 

In € millions 2006 2005

Debts in relation to direct insurance 217 144

Debts to reinsurers (8) (7)

Other taxes 27 19

Other liabilities 487 412

Accrued liabilities:
- Accrued interest 807 721

- Other accrued liabilities 70 89
   

Total 1,600 1,378

F-�77



SNS REAAL  Financial Statements 2006  notes to the consolidated financial statements 193SNS REAAL  Financial Statements 2006  notes to the consolidated financial statements

Off balance sheet commitments

In € millions 2006 2005

Contingent liabilities   

Liabilities from pledges and guarantees given 419 108

Liabilities from irrevocable facilities 2,696 1,334

To meet customer requirements, SNS REAAL offers loan-related products such as pledges and guarantees. The underlying value of 
these products is not included as assets or liabilities in the balance sheet. The amounts stated above indicate the maximum 
potential credit risk SNS REAAL faces through these products, assuming that all counterparties were no longer able to meet their 
commitments and all existing securities had no value. 

The guarantees relate to guarantees that do and do not replace the credit amount. Most guarantees are expected to expire without 
any claim being made and therefore are not expected to give rise to any future cash flows.
The irrevocable facilities consist mainly of credit facilities that are pledged to customers, but against which no claim has been 
made. These facilities are pledged for a set period and at a variable interest rate. For the majority of the irrevocable credit facilities 
that have not been called, collateral has been obtained.

On 1 January 2007 the Financial Supervision Law (Wft) came into force. A part of this relates to the Deposit Guarantee System, the 
successor to the Collective Guarantee scheme. The investors’ compensation system has also replaced the earlier Investors 
Compensation scheme. Under the deposit guarantee system, account holders are guaranteed the first € 20,000 of their deposits on 
a current or savings account. The next € 20,000 is for 90% guaranteed. The Investors’ Compensation System foresees a maximum 
payout of € 20,000 per account holder. If a credit institution is unable to pay and insufficient funds remain to repay the guaranteed 
amounts (in full) to the account holders of the respective institution, De Nederlandsche Bank will pay out to the stated maximum. 
This total amount is then repaid to De Nederlandsche Bank by the banks according to an apportionment scheme.
In 2007 SNS REAAL will take a 3.19% (2006: 2.99%) share in the Nederlandse Herverzekeringsmaatschappij voor Terrorismeschaden 
N.V. (the Netherlands Reinsurance company for Terrorism damage).
 
Earn-out scheme NHL
With the acquisition of NHL in 2005 it was contractually agreed that over a period of five years, the former owner is entitled to a 
significant portion of the positive and negative run-off results from the non-life portfolio as at 31 December 2004.
 
Investment commitments 
As of 31 December 2006, investment commitments with third parties amounted to € 75 million.
 
Rental commitments
The future rental commitments linked to operational lease contracts were as follows on 31 December: 

In € millions 2006

Shorter than one year 19

From one to five years 55

Longer than five years 8
  

Total future minimum lease commitments based on binding leases 82

 
Legal proceedings
SNS REAAL is involved in legal proceedings. Although it is impossible to predict the result of pending or threatened legal 
proceedings, on the basis of information currently available and after consulting legal advisors, the Group Executive Board believes 
that the results of these proceedings are unlikely to adversely materially affect the financial position or operating results of 
SNS REAAL.

Without prejudice to the aforementioned, we point out the following:
 SNS Bank has granted loans to a number of clients of an intermediary in the field of financial services. This intermediary advised 
its clients to invest part of the loan in, among other things, investment funds and securities lease products (neither from 
SNS REAAL). When the income turned out to be less than expected because of the deteriorating stock exchange climate, clients 
started legal action against the intermediary in question and the financial service provider that had offered the securities lease 
products. Some clients are claiming compensation from SNS Bank. The majority of these claims have been settled. However, it is 
not certain whether it will be possible to settle the remaining claims, and it is possible that more claims could follow. In connection 
with this risk, SNS Bank formed a provision.
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 SNS Bank used to offer securities lease products in the past. Other than with most of the securities lease products of other providers, 
these concerned guarantee products. The guarantee does not cover the amount payable by the investor for interest and expenses. For 
this reason some clients filed claims. They argue that the product information was misleading on this point. In addition, a number of 
investors appeal to the fact that their spouses had not signed the agreements and/or that the Consumer Credit Act has been breached. 
Most of the claims have been settled. A number of clients have started legal proceedings. Only in one instance has it been ruled that 
SNS Bank did not make it sufficiently clear that not all the amounts invested by the investor (being interest of up to a maximum of 
€ 6,000 per contract and costs) were covered by the guarantees. The verdict was that SNS Bank did not have to pay all the damage 
incurred because the fact that the applicant had not made any enquiries can be imputed to him/her. SNS Bank was ordered to pay a 
portion of the amount claimed. In connection with the risk that SNS Bank has to compensate investors, SNS Bank formed a provision.

Related parties 
 
Identity of related parties 
Parties are considered to be related when one party can exert influence over the other party in deciding financial or operational 
questions. As part of its ordinary operations, SNS REAAL maintains various sorts of normal business relationships with companies and 
parties, particularly in the area of insurance, banking activities, and asset management. Other parties related to SNS REAAL are 
associates, non-consolidated associates, joint ventures, managers in key positions and close family members of these related parties. 
Transactions between the related parties are conducted at arm’s length. 

Related party transactions 
On 18 May 2006 SNS REAAL has been listed on the stock exchange. The listing costs were born by SNS REAAL and Stichting Beheer 
SNS REAAL proportionately to the interest of these parties in the IPO. As the exiting sole shareholder, Stichting Beheer SNS REAAL 
offered to bear a large part of the non-recurring expenses incurred by SNS REAAL in connection with the IPO. This concerns shares 
issued to own employees (€ 4 million), costs in connection with the staff party (€ 3 million), the SNS REAAL trust (€ 3 million), and 
internal hours spent (€ 2 million).
 

 The management of the investments of Stichting Beheer SNS REAAL is performed by SNS Asset Management, which receives payment 
for the service.
 
Remuneration of the Executive Board and Supervisory Board 

General policy
The policy of SNS REAAL with regard to remuneration of members of the Executive Board is in line with the policy governing other 
executives within the group. It is aimed at attracting and retaining high-quality people and motivating them, in accordance with the 
strategic and related financial goals. The remuneration of the Executive Board is determined by the Supervisory Board.

The tables below provide an overview of the salaries and bonuses of individual members of the Executive Board. In addition to the 
remuneration set out in the table below, the Executive Board members may use a company car with driver, mobile phone and a 
contribution towards the health premium, certain parts of which are partly borne by the individual members themselves. Further 
information is provided in the remuneration report and in the chapter on Corporate Governance in the annual report.

In €  thousands Regular 
payments

Deferred 
payments

Payment at 
end of service

Profit share 
and bonuses

Total

Remuneration Executive Board 2006 
S. van Keulen 590 129 ‑‑ * 649 1,368

C.H. van den Bos 449 98 ‑‑ 150 697

M.W.J. Hinssen 449 98 ‑‑ 150 697

R.R. Latenstein van Voorst 449 98 ‑‑ 150 697
      

Total 1,937 423 ‑‑ 1,099 3,459

Remuneration Executive Board 2005
S. van Keulen 575 132 ‑‑ 223 930

C.H. van den Bos 438 100 ‑‑ 168 706

M.W.J. Hinssen 438 100 ‑‑ 168 706

R.R. Latenstein van Voorst 438 100 ‑‑ 156 694
      

Total 1,889 432 ‑‑ 715 3,036

*) 	� Including a contractually agreed non-recurring bonus for achieving long-term targets for the period 2003-2006 agreed upon appointment.  
This is exclusive of € 225.000 paid in 2007 for renewing the contract until 1 January 2009. 
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In €  thousands As Board 
member

As member of 
a committee

Total

Remuneration Supervisory Board 2006 
J.L. Bouma 38 18 56

H.M. van de Kar  30  9  39 

J.V.M. van Heeswijk  25  8  33 

J. den Hoed  25  8  33 

D. Huisman (tot 30‑6‑2006) 12  4  16 

S.C.J.J. Kortmann 25  14  39 

R.J. van de Kraats (vanaf 12‑10‑2006) 6  2  8 

J.E. Lagerweij (vanaf 12‑10‑2006) 6 ‑‑  6 

H. Muller 25  12  37 
    

Total  192 75  267

Remuneration Supervisory Board 2005    

J.L. Bouma  38  18  56 

H.M. van de Kar  30  15  45 

J.V.M. van Heeswijk  25  8  33 

J. den Hoed  25  8  33 

D. Huisman  25  8  33 

S.C.J.J. Kortmann 25 8 33

H. Muller 25 11 36
    

Total 193 76 269

In €  thousands Outstanding
as at 31 December

Average
interest rate

Redemptions

2006 2005 2006 2005 2006 2005

Mortgage loans to 
Directors and Supervisory Board Directors
S. van Keulen ‑‑  194 5.5% 5.5% 194 3

M.W.J. Hinssen 549  558 4.5% 4.6% 9 9

H.M. van de Kar 120  120 6.6% 6.6% ‑‑ ‑‑

J.V.M. van Heeswijk 311  90 4.5% 4.0% ‑‑ ‑‑

S.C.J.J. Kortmann 102  117 4.4% 4.4% 15 ‑‑

H. Muller 68  68 6.7% 6.7% ‑‑ ‑‑
     

Total 1,150 1,147  218 12

F-�80



SNS REAAL  Financial Statements 2006  notes to the consolidated financial statements196

Income
 

24  Net interest income banking operations

In € millions 2006 2005

Interest income, banking operations  2,314  1,996 

Interest expense, banking operations  1,715  1,374 
   

Net interest income, banking operations  599  622

Interest income, banking operations
The interest income from banking operations includes the proceeds stemming from lending money and related transactions, as 
well as related commisions and other interest-related income. This also includes the results from derivatives insofar as these are 
entered into with the aim of limiting interest rate risk on hedged financial instruments.

2006 2005

Interest income
Mortgages 1,897 1,732

Property finance 41 ‑‑

Other loans and advances to customers 183 160

Credit institutions 118  49 

Investments  75 54

Other ‑‑  1 
   

Total  2,314  1,996

 
Interest expense, banking operations
The interest expense, banking operations, include costs stemming from borrowing and related transactions, as well as other 
interest-related charges.

2006 2005

Interest expense
Debt certificates  977  675 

Participation certificates and subordinated debts 22 58

Savings 398  363 

Other amounts due to customers  261  250 

Amounts due to to credit institutions  57  28 
   

Total  1,715  1,374

Notes to the consolidated income statement 
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25  Net premium income 
The net premium income relates to insurance premiums after deducting reinsurance premiums.

In € millions Own account On behalf of 
policyholders

Total

2006 2005 2006 2005 2006 2005

Regular life premiums       

Individual       

Without profit sharing 288 275 456  392 744  667 

With profit sharing 116 126 6 ‑‑ 122  126 
      

 404  401 462  392 866  793 

Group       

Without profit sharing 3  4 2 2 5 6

With profit sharing 31  42 14 18 45 60
      

 34  46 16  20 50  66 

      
Total gross regular premiums 438  447 478  412 916  859 

       

Single life premiums       

Individual       

Without profit sharing 458 449 123  76 581 525

With profit sharing 2 3 ‑‑ ‑‑ 2 3 
      

 460  452 123  76 583  528 

Group       

Without profit sharing 4 4 12 1 16  5 

With profit sharing 23 27 23 24 46  51 
      

 27  31 35  25 62  56 

       

Total gross single premiums 487  483 158  101 645  584 
       

Gross premium income Life 925  930 636  513 1,561  1,443 

       

Reinsurance premiums regular premiums 14 21 ‑‑ ‑‑ 14 21

Reinsurance premiums single premiums ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 
      

Total reinsurance premiums Life 14  21 ‑‑ ‑‑ 14  21 

       
Total net premium income Life 911  909 636  513 1,547  1,422 

Gross Reinsurance Total

2006 2005 2006 2005 2006 2005

Non-Life
Fire 137  98 19  4 118  94 

Accident and Health 25  20 2  5 23  15 

Motor 172  163 2  2 170  161 

Transport 37  6 3 ‑‑ 34  6 

Other segments 75 59 9 12 66 47
      

Net premium income non-life 446  346 35  23 411  323 

       
Total net premium income 1,958  1,745 
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26  Net commission and management fees 
This item includes revenues and expenses from services provided, insofar as not interest-related. 

In € millions Bank Insurance Group activities Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Commission and 
management fees 
receivable:
Money transfer and 
payment charges 24 22 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 24 22

Securities activities 26 18 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 26 18

Insurance agency 
activities 33 40 23 22 ‑‑ ‑‑ (23) (21) 33 41

Management fees 58 46 14 11 13 ‑‑ (21) (7) 64 50

Other activities 12 12 13 10 ‑‑ ‑‑ (1) ‑‑ 24 22
          

153 138 50 43 13 ‑‑ (45) (28) 171 153

Commission and 
management fees due 33 24 ‑‑ ‑‑ 1 ‑‑ (10) ‑‑ 24 24

           
Total 120 114 50 43 12 ‑‑ (35) (28) 147 129

27  Share in the result of associates 
The share in the result of associates includes a release of € 8 million from a provision made for guarantees provided at the sale of 
associates.
 

28  Result on investments 

In € millions Bank Insurance Group activities Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Fair value through profit 
and loss: held for trading 17 18 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 17 18

Fair value through profit 
and loss: designated ‑‑ ‑‑ 23 1 ‑‑ ‑‑ ‑‑ ‑‑ 23 1

Available for sale 50 8 207 188 4 ‑‑ 4 2 265 198

Held to maturity ‑‑ ‑‑ 92 88 ‑‑ ‑‑ 3 ‑‑ 95 88

Loans and receivables ‑‑ ‑‑ 230 245 37 34 (60) (54) 207 225

Investment property ‑‑ ‑‑ 24 23 ‑‑ ‑‑ (4) (4) 20 19
           

Total 67 26 576 545 41 34 (57) (56) 627 549
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Fair value	
through profit and loss 

Available for 
sale

Held to 
maturity

Loans and 
receivables

 Investment
Property

Total

Held for 
Trading 

Designated

2006

Composition of result on 
investments 
Interest ‑‑ 6 102 95 206 ‑‑ 409

Dividend ‑‑ ‑‑ 35 ‑‑ ‑‑ ‑‑ 35

Rental income ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 11 11
       

‑‑ 6 137 95 206 11 455

Realised revaluations 15 (6) 128 ‑‑ 1 1 139

Unrealised revaluations 2 23 ‑‑ ‑‑ ‑‑ 8 33
       

17 17 128 ‑‑ 1 9 172

        
Total 17 23 265 95 207 20 627

2005

Composition of result 
on investments 
Interest ‑‑ 6 103 88 219 ‑‑ 416

Dividend ‑‑ ‑‑ 7 ‑‑ ‑‑ ‑‑ 7

Rental income ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 13 13
       

‑‑ 6 110 88 219 13 436

Realised revaluations 20 (2) 88 ‑‑ 6 ‑‑ 112

Unrealised revaluations (2) (3) ‑‑ ‑‑ ‑‑ 6 1
       

18 (5) 88 ‑‑ 6 6 113

        
Total 18 1 198 88 225 19 549

Rental income from investment property includes both rental income and directly allocated operating expenses. The operating 
expenses amounted to € 3 million (2005: € 5 million).
 

29  Result on investments for insurance contracts on behalf of policyholders

In € millions 2006 2005

Interest  22  86 

Dividend  44  26 
  

  66  112 

Revaluations  149  282 
   

Total  215  394 
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30  Result on derivatives and other financial instruments 

In € millions Bank Insurance Total

2006 2005 2006 2005 2006 2005

Result on derivatives held for cash flow hedge accounting:       

- capital gains /(losses) transferred from equity ‑‑ ‑‑ 1 ‑‑  1 ‑‑

- Interest income transferred from equity ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑

       

Fair value movement in derivatives held for fair value hedge 
accounting:       

- Fair value movement in hedging instruments 223 85  23 (13) 246 72

- �Fair value movement in hedged position attributable to hedged 
risk (219) (75) (34) 12 (253) (63)

       

Fair value movement in the position of derivatives not classified for 
hedge accounting maintained for balance sheet management  5  17  2  (2)  7  15 

Fair value movement in derivatives held for trading  6  6 ‑‑ ‑‑  6  6 

Fair value movement in other derivatives ‑‑ ‑‑  (1) 1  (1)  1
       

Total  15  33  (9)  (2) 6 31

31  Other operating income 
This includes income from securities and investments in associates, as well as gains that cannot be accounted for under other 
items. 

Expenses
 

32  Technical expenses on insurance contracts
Technical expenses related to insurance contracts are classified as: benefits paid, surrenders, claims paid, claim handling costs and 
changes in technical provisions, insurance operations. These expenses also include profit sharing and rebates.

In € millions 2006 2005

Life insurance expenses:   

- Benefits paid and surrenders for own account 903 743 

- Change in technical provisions for own risk gross 195 341 

- Change in technical provisions for own account reinsurance 9 (2)

- Other technical expenses 6 4

- Profit sharing and rebates 45 62
  

 1,158  1,148 

Non-life insurance expenses:   

- Claims paid for own account  224 178

- Change in provision for premium shortfalls and current risks ‑‑ ‑‑

- Change in provision for unearned premiums  (2)  (6)

- Change in provision for payable claims 5  (10)

- Change in provision for claim events incurred not yet reported (7) ‑‑

- Other technical expenses 13 3
   

Total 1,391  1,313 

 
The technical expenses on insurance contracts include an amount for depreciation of VOBA amounting to € 6 million in 2006 (2005: 
€ 3 million).
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33  Technical expenses on insurance contracts on behalf of policyholders 
Technical expenses relating to insurance contracts on behalf of policyholders includes: benefits paid, surrenders and changes in 
technical provisions, insurance operations. This item also includes profit sharing and rebates for these policyholders.

In € millions 2006 2005

Life insurance expenses:   

- Benefits paid and surrenders for insurance contracts on behalf of policyholders 214  397 

- Change in technical provision for insurance contracts on behalf of policyholders gross 449  361 

- Change in technical provision for insurance contracts on behalf of policyholders reinsurance ‑‑ ‑‑

- Profit sharing and rebates ‑‑  24 
   

Total 663  782

34  Acquisition costs for insurance operations

In € millions Insurance Eliminations Total

2006 2005 2006 2005 2006 2005

Life insurance 135 103 (7) (4) 128 99

Non-life insurance 105 85 (15) (17) 90 68
       

Total 240 188 (22) (21) 218 167

Acquisition costs are including amortisation of capitalised acquisition costs amounting to € 73 million in 2006 (2005: € 41 million).
 

35  Value adjustments to financial instruments and other assets
This item includes impairments for investments, loans and advances to customers and tangible fixed assets.

In € millions Impairments Reversals Total

2006 2005 2006 2005 2006 2005

Investments ‑‑  2  ‑‑  2  ‑‑  ‑‑

Loans and advances to customers  95 80 60 20 35 60 
Tangible fixed assets ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑

       
Total 95  82  60 22 35 60

In 2006 an exceptional impairment on tangible fixed assets of € 3 million is balanced by a received claim settlement of € 3 million.
 

36  Staff costs

In € millions Bank Insurance Group activities Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Salaries 160 153 87 77 41 36 ‑‑ ‑‑ 288 266

Pension costs 35 34 20 18 10 (1) ‑‑ ‑‑ 65 51

Social security 18 18 11 9 4 3 ‑‑ ‑‑ 33 30

Other staff costs 70 53 28 23 19 20 ‑‑ ‑‑ 117 96
           

Total 283 258 146 127 74 58 ‑‑ ‑‑ 503 443
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The pension costs of employees break down as follows:

2006 2005

- Pension premiums 71  59 

- Curtailment  (2) ‑‑

- Increase in present value of defined benefit obligations  4  3 

- Employee contributions  (6)  (3)

- Expected return on investments  (2) ‑‑

- Release ‑‑  (8)
   

Total  65  51

Other staff costs consist largely of the costs of temporary workers, fleet, travel costs, staff rebates and training and education 
costs. 

Staff costs include amortisation of capitalised acquisition costs in the order of € 5 million (2005: € 3 million).

SNS REAAL granted shares to personnel at the IPO, the costs of which (€ 4 million) were borne by the trust Stichting Beheer 
SNS REAAL.

SNS REAAL has not granted any options to directors and employees.

2006 2005

Employees
The average number of employees calculated on the basis of full-time equivalents:   

- SNS Bank  3,197  3,158 

- REAAL Verzekeringen  1,791  1,732 

- Group including SNS Reaal Invest and SNS Asset Management (from 1 July 2006)  621  446 
   

Total  5,609  5,336

37  Other operating expenses

In € millions Bank Insurance Group activities Total

2006 2005 2006 2005 2006 2005 2006 2005

Housing 27 29 5 7 6 6 38 42

IT systems 19 21 ‑‑ ‑‑ 10 9 29 30

Marketing and Public Relations 31 29 14 12 ‑‑ 2 45 43

External advisors 11 7 4 4 13 14 28 25

Other costs 85 86 51 46 (67) (71) 69 61
         

Total 173 172 74 69 (38) (40) 209 201

Other operating expenses include amortisation of capitalised acquisition costs amounting to € 5 million (2005: € 4 million).

38  Other interest expenses
These include interest charges attributable to the accounting year relating to non-bank activities.

In € millions Insurance Group activities Eliminations Total

2006 2005 2006 2005 2006 2005 2006 2005

Bonds ‑‑ ‑‑ 17 17 ‑‑ ‑‑ 17 17

Private loans 13 18 9 11 (15) (17) 7 12

Interest on reinsurance deposits 14 15 ‑‑ ‑‑ ‑‑ ‑‑ 14 15

Other interest charges and costs of 
investments 7 8 17 21 (14) (13) 10 16

         
Total 34 41 43 49 (29) (30) 48 60
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39  Tax

In € millions 2006 2005

Corporate tax due:   

- In accounting period  107  103 

- Prior year adjustments  (4)  (7)

   

Deferred tax:   

- Due to temporary differences ‑‑ (5)

- Revaluation of deferred taxes due to change in the statutory tax rate  (15)  2 
   

Total  88  93

Reconciliation between the statutory and effective tax rate:
Result before tax 459 416

Statutory tax rate 29.6% 31.5%

   

Statutory tax amount 136 131

Effect of participation exemption (29) (30)

Revaluation of deferred taxes due to change in the statutory tax rate (15) 2

Prior year adjustments (including release of tax provisions) (4) (7)

Other tax facilities ‑‑ (3)
   

Total 88 93

Effective tax rate 19.2% 22.4%

The statutory corporate tax rate has been lowered from 29.6% to 25.5% for 2007. As a result, deferred corporate tax has been 
recalculated. The effect is reported under ‘revaluation of deferred tax due to change in statutory tax rate’ to the extent it is not 
recognised directly in equity. 

40  Net profit per share 

In € millions 2006 2005

Net profit 371  323 

   

Weighted average number of issued shares outstanding (in millions)  225  209 

Potential dilution (in millions) ‑‑ ‑‑
   

Average number of ordinary shares adjusted for dilution (in millions)  225  209 

   

Net profit per share (in € )  1.65  1.55 

Diluted net profit per share  1.65  1.55 

Utrecht, 13 March 2007
 
Supervisory Board 	 Executive Board
J.L. Bouma	 S. van Keulen

H.M. van de Kar	 C.H. van den Bos

J.V.M. van Heeswijk	 M.W.J. Hinssen

J. den Hoed	 R.R. Latenstein van Voorst

S.C.J.J. Kortman	

R.J. van de Kraats	

J.E. Lagerweij	

H. Muller	
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Company balance sheet 
In € millions 31‑12‑2006 31‑12‑2005

Assets
Subsidiaries 1 3,451  2,662 

Receivables from subsidiaries 2  336  388 

Investments 3  191  117 

Derivatives 4  2  22 

Deferred tax assets  7  17 

Loans and advances to credit institutions 100 ‑‑

Corporate tax  100  84 

Other assets  26  11 

Cash and cash equivalents 5  357  269 
   

Total assets  4,570  3,570

Equity and Liabilities
Equity: 6   

- Issued and paid up share capital 383  340 

- Share premium reserve 376  15 

- Revaluation reserve  49  38 

- Cash flow hedge reserve 89  135 

- Fair value reserve 202  203 

- Profit sharing reserve  25  38 

- Reserves required by law  173  97 

- Other reserves  1,584  1,339 

- Profit for the year  319  323 
  

 3,200  2,528 

Subordinated debts 7  299  419 
  

Capital Base  3,499  2,947 

   

Debt certificates 8 418  189 

Provision for employee benefits  20  28 

Other provisions  1  4 

Derivatives 4  6  4 

Deferred tax liabilities ‑‑  6 

Other amounts due to customers 9  325  245 

Amounts due to credit institutions 10  246  108 

Other liabilities  55  39 
   

Total equity and liabilities  4,570  3,570

Some of the comparative figures have been restated for comparison purposes. Reference is made to the notes in paragraph 2.4 of 
the accounting principles for the consolidated financial statements. 

The numbers next to the balance sheet items refer to notes starting on page 206.
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Company income statement 
In € millions 2006 2005

Results on subsidiaries after taxation 398  345 

Other results after taxation (27) (22)
   

Net profit  371  323

F-�90



SNS REAAL  Financial Statements 2006  notes to the company financial statements206

Notes to the company balance sheet 
General
 

For the Accounting principles used reference is made to the notes to the consolidated financial statements on page 111. 
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. 

SNS REAAL has prepared its consolidated financial statements in accordance with the International Financial Reporting Standards 
(IFRS) as endorsed by the European Union.
Based on te opportunity offered in the Dutch Civil Code, Book 2, Title 9, SNS REAAL has drawn up its company financial statements 
according to the same accounting principles as used in the consolidated statements. 

In accordance with Section 402, Book 2 of the Dutch Civil Code, in the income statement the result on subsidiaries after taxation is 
the only item shown separately.

Assets
 

1  Subsidiaries

In € millions 2006 2005

SNS Bank 2,097  1,440 

REAAL Verzekeringen  1,304  1,190 

Other 50  32 
   

Total  3,451  2,662

   

Balance as at 1 January 2,662  2,148 

Implementation of IAS 32 and 39 and IFRS 4 ‑‑ 152
Capital contribution 603 ‑‑

Revaluations 23  191 

Revaluation releases (91) (46)

Result 398 345

Dividend received (144) (131)

Other movements ‑‑  3 
   

Total as at 31 December  3,451 2,662

2  Receivables from subsidiaries 

In € millions 2006 2005

Receivables according to remaining maturity:   

- Available on demand  252 ‑‑

- > 1 month B 3 months ‑‑  300 

- > 3 months B 1 year ‑‑ ‑‑

- > 1 year B 5 years  4  10 

- > 5 year  80  78 
   

Total 336  388 
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3  Investments 

In € millions 2006 2005

Investments Available for sale 191  117 

Movement in investments Available for sale   

Balance as at 1 January  117 ‑‑

Purchases and advances  43  117 

Revaluations  31 ‑‑
   

Total as at 31 December 191  117

4  Derivatives

In € millions Positive fair value Negative fair value Total

2006 2005 2006 2005 2006 2005

Summary of derivatives
Derivatives held for fair value hedging 2 22 6 4 (4) 18

       
Total 2 22 6 4 (4) 18

In € millions 2006 2005

Movement in Derivatives
Balance as at 1 January 18  (8)

Implementation of IAS 32/39 and IFRS 4 ‑‑ 13

Purchases (22) 3

Revaluations (2) 8

Exchange rate differences 2 2
   

Total as at 31 December  (4)  18

5  Cash and cash equivalents 
Cash and cash equivalents includes the demand deposits with SNS Bank with a maturity less than three months.

F-�9�



SNS REAAL  Financial Statements 2006  notes to the company financial statements208

Liabilities
 

6  Equity

In € millions
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Balance as at 1 January 2005 340 15 39 ‑‑ ‑‑ ‑‑ 10 1,188 288 1,880

          

Implementation of IAS 32 and 39 and IFRS 4 ‑‑ ‑‑ ‑‑ 52 113 49 47 (102) ‑‑ 159

Transfer of 2004 net profit ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 288 (288) ‑‑

Unrealised revaluations from cash flow 
hedges ‑‑ ‑‑ ‑‑ 71 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 71

Deferred interest result from cash flow 
hedges ‑‑ ‑‑ ‑‑ 12 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 12

Unrealised revaluations ‑‑ ‑‑ 3 ‑‑ 123 ‑‑ ‑‑ ‑‑ ‑‑ 126

Realised revaluations through equity ‑‑ ‑‑ (1) ‑‑ ‑‑ ‑‑ ‑‑ 1 ‑‑ ‑‑

Realised revaluations through income 
statement ‑‑ ‑‑ ‑‑ ‑‑ (43) ‑‑ ‑‑ ‑‑ ‑‑ (43)

Change in profit sharing reserve ‑‑ ‑‑ ‑‑ ‑‑ 9 (11) ‑‑ 2 ‑‑ ‑‑

Other changes ‑‑ ‑‑ (3) ‑‑ 1 ‑‑ 40 (38) ‑‑ ‑‑
          

Amounts charged directly to equity ‑‑ ‑‑ (1) 135 203 38 87 151 (288) 325

Net profit 2005 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 323 323
          

Net profit ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 323 323
          

Total movements in equity 2005 ‑‑ ‑‑ (1) 135 203 38 87 151 35 648
           

Balance as at 31 December 2005 340 15 38 135 203 38 97 1,339 323 2,528

Transfer of 2005 net profit  ‑‑ ‑‑ ‑‑ ‑‑ ‑‑  ‑‑ ‑‑ 323 (323) ‑‑

Unrealised revaluations from cash flow 
hedges  ‑‑ ‑‑ ‑‑  (61) ‑‑  ‑‑ ‑‑  ‑‑  ‑‑ (61)

Deferred interest result from cash flow 
hedges  ‑‑ ‑‑ ‑‑  11 ‑‑  ‑‑ ‑‑  ‑‑  ‑‑ 11

Unrealised revaluations  ‑‑ ‑‑  9 ‑‑ 68  ‑‑ ‑‑  ‑‑  ‑‑ 77

Realised revaluations through equity  ‑‑ ‑‑  1 ‑‑ ‑‑  ‑‑ ‑‑  (1)  ‑‑ ‑‑

Realised revaluations through income 
statement  ‑‑ ‑‑ ‑‑ (1) (90)  ‑‑ ‑‑  ‑‑  ‑‑ (91)

Change in profit sharing reserve  ‑‑ ‑‑ ‑‑ ‑‑ 14  (13) ‑‑  (1)  ‑‑ ‑‑

Revaluation deferred taxation as a result of 
the adjusted statutory tax rate  ‑‑ ‑‑ 1 5 7  ‑‑ ‑‑ ‑‑ ‑‑ 13

Other changes ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 76 (76) ‑‑ ‑‑
          

Amounts directly charged to equity ‑‑ ‑‑ 11 (46) (1) (13) 76 245 (323) (51)

Net profit 2006 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 371 371
           

Net profit ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ 371 371
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Share issue  40  376 ‑‑ ‑‑ ‑‑  ‑‑ ‑‑  ‑‑  ‑‑  416
Costs related to share issue  ‑‑  (12) ‑‑ ‑‑ ‑‑  ‑‑ ‑‑  ‑‑  ‑‑  (12)
Interim dividend paid  3  (3)  ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (52)  (52)

          
Transactions with shareholders 43 361 ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ ‑‑ (52) 352

Total change in equity 2006 43 361 11 (46) (1) (13) 76 245 (4) 672
           

Balance as at 31 December 2006 383 376 49 89 202 25 173 1,584 319 3,200

The share premium reserve is recognised for tax purposes.

The reserves required by law are held for costs of research and development of software and the capitalised internal acquisition costs 
in the balance sheet.

Issued and paid up share capital 
A total of 234,761,284 ordinary shares have been fully paid up and placed as at 31 December 2006. The nominal value of one share is € 1.63. 

Number of shares Amount (In € millions)

2006 2005 2006 2005

Authorised share capital 1,044,005,143 1,044,005,143 1,702 1,702

Share capital in portfolio  809,243,859  835,204,113 1,319 1,362
     

Issued and paid up share capital  234,761,284  208,801,030 383 340

Changes in issued share capital can be specified as follows:

Number of shares Amount (In € millions)

2006 2005 2006 2005

Issued capital as at 1 January 208,801,030 208,801,030 340 340

Issuance of shares 24,496,210 ‑‑ 40 ‑‑

From interim dividend 2006 1,464,044 ‑‑ 3 ‑‑
     

Issued share capital as at 31 December 234,761,284 208,801,030 383 340

7  Subordinated debts 
This relates to debts that are subordinate to other commitments.

In € millions 2006 2005

Bond issue variable interest rate 2005/2012 199  198 

Bond issue 7.25% 1996/2006 ‑‑  114 

Private loans  100  107 
   

Total  299  419

The group companies hold subordinated bonds amounting to € 23 million (2005: € 4 million).

The balance of subordinated debt with a maturity of longer than five years amounts to € 299 million (2005: € 305 million).

The private loans have an average interest rate of 6.3 %.
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8  Debt certificates

In € millions 2006 2005

EMTN loans 418  189
   

Total  418  189

The European Medium Term Notes (EMTN) have a remaining maturity of less than five years. The average contractual interest rate 
is 3.8%.

9  Other amounts due to customers

In € millions 2006 2005

Private loans 18  25 

Available on demand  307  220 
   

Total  325  245

The private loans have an average contractual interest rate of 4.6% (2005: 4.5%).

2006 2005

Private loans according to remaining maturity at year-end:   

- Available on demand 1 ‑‑

- > 1 month B 3 months 2  2 

- > 3 months B 1 year  7  5 

- > 1 year B 5 years  7  17 

- > 5 year  1  1 
   

Total  18  25 

10  Amounts due to credit institutions
Amounts due to credit institutions relate to debts to banks, insofar as not debt certificates, and which are callable within one year.
 
Guarantees
SNS REAAL has provided guarantees as meant in Section 403, Book 2 of the Dutch Civil Code, for SNS Bank N.V. and SNS Reaal 
Invest N.V. and most of their subsidiaries as well as SNS Asset Management N.V. For the subsidiaries belonging to REAAL 
Verzekeringen such guarantees have not been provided, with a few exceptions, including REAAL Schadeverzekeringen N.V. 
 

SNS REAAL N.V., together with most of its subsidiaries, constitutes a single tax entity for corporate tax and a single tax entity for 
VAT purposes. All companies within this single tax entity are jointly and severally liable for corporate tax debts and VAT debts 
stemming from the relevant tax entities. 

Utrecht, 13 March 2007

Supervisory Board	 Executive Board
J.L. Bouma	 S. van Keulen
H.M. van de Kar	 C.H. van den Bos
J.V.M. van Heeswijk	 M.W.J. Hinssen
J. den Hoed	 R.R. Latenstein van Voorst
S.C.J.J. Kortman	
R.J. van de Kraats	
J.E. Lagerweij	
H. Muller	
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Overview of principal subsidiaries 
An overview is provided below of the most important group companies, categorised under bank, insurer and SNS Reaal Invest. 
The percentage holding is 100, unless stated otherwise.

Bank
SNS Bank N.V.	 Utrecht
Algemene Spaarbank voor Nederland ASN N.V.	 The Hague
CVB Bank N.V.	 Den Bosch
BLG Hypotheekbank N.V.	 Geleen
SNS Securities N.V.	 Amsterdam
SNS Assurantiën B.V. 	 Maastricht
SNS Assuradeuren B.V.	 Maastricht
SNS Property Finance B.V.	 Hoevelaken
 	
Insurance
REAAL Verzekeringen N.V.	 Utrecht
REAAL Levensverzekeringen N.V.	 Alkmaar
REAAL Schadeverzekeringen N.V.	 Zoetermeer
REAAL Reassurantie S.A.	 Luxemburg
Proteq Levensverzekeringen N.V.	 Alkmaar
Proteq Schadeverzekeringen N.V.	 Alkmaar
SNS Verzekeringen B.V.	 Zoetermeer
Route Mobiel B.V.	 Amsterdam
 	
Group activities
SNS Reaal Invest N.V.	 Den Bosch
Foresta Investerings Maatschappij N.V.	 Den Bosch
SNS Asset Management N.V.	 Utrecht

Other capital interests

For information on the most significant other capital interests, we refer to the notes to the consolidated balance sheet to the 
section investments in associates.

The overview as meant in Sections 379 and 414, Book 2 of the Dutch Civil Code has been filed with the Trade Registry of the 
Chamber of Commerce of Utrecht.
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Auditor’s report
Report on the financial statements
We have audited the accompanying financial statements 
2006 of SNS REAAL N.V in Utrecht as included on pages 

consist of the consolidated financial statements and 
the company financial statements. The consolidated 
financial statements comprise the consolidated balance 
sheet as at 31 December 2006, profit and loss account, 
statement of changes in equity and cash flow statement 
for the year then ended, and a summary of significant 
accounting policies and other explanatory notes. The 
company financial statements comprise the company 
balance sheet as at 31 December 2006, the company 
profit and loss account for the year then ended and the 
notes.

Management’s responsibility
Management is responsible for the preparation and fair 
presentation of the 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. This 
responsibility includes: designing, implementing and 
maintaining internal control relevant to the preparation 
and fair presentation of the financial statements that are 
free from material misstatement, whether due to fraud 
or error; selecting and applying appropriate accounting 
policies; and making accounting estimates that are 
reasonable in the circumstances.

Auditor’s responsibility
Our responsibility is to express an opinion on the 
financial statements based on our audit. We conducted 
our audit in accordance with Dutch law. This law requires 
that we comply with ethical requirements and plan 
and perform the audit to obtain reasonable assurance 
whether the financial statements are free from material 
misstatement.

an opinion on the effectiveness of the entity’s internal 
control. An audit also includes evaluating the appropri-
ateness of accounting policies used and the reasona-
bleness 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 SNS 
REAAL N.V. as at 31 December 2006, and of its result and 
its cash flow 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 SNS REAAL 
N.V. as at 31 December 2006 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 requirement under 2:393 sub 5 part 
e of the Netherlands Civil Code, we report, to the extent 
of our competence, that the management board report 
is consistent with the financial statements as required by 
2:391 sub 4 of the Netherlands Civil Code.

Amstelveen, 13 March 2007
KPMG ACCOUNTANTS N.V.
S.J. Kroon RA
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103 to 210 of this report*. The financial statements 

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 financial statements in order to 
design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing 

*Reference is made to page F-91 to F-195 of this prospectus



Reclassifications
Reclassification income statement 2004 and 2005
In the 2006 financial statements SNS REAAL has decided to further break down certain line items
on the income statement in order to further improve the transparency of the income statement
and/or align the presentation with the industry. The presentation of the financial information in
this prospectus for the years 2004 and 2005 have been restated and therefore differ from the
audited annual accounts for those years as included in the Company’s annual reports. These
reclassifications have not been audited. The following table shows the reclassifications of the
profit and loss account for 2004:

Table: Reclassifications income statement of SNS REAAL, 2004
Note

(in EUR millions)

2004 IFRS as
included in 2005

Annual Report

Reclassifications 2005
Prospectus

2,111 Interest income banking operations
1,518 Interest expenses banking

operations
1 Interest income, banking

operations
593 593 Net interest income banking

operations
Regular premium income life 761
Single premium income life 593 1,689 Premium income
Non-life premiums 296 39 Reinsurance premiums

2 Net premium income 1,650 1,650 Net premium income
127 Commission and management fees

receivable
12 Commission and management fees

due
3 Net commission and management

fees
115 115 Net commission and management

fees
4 44 44 Share in the result of associates

Investment income 640 640 Result on investments
Result on investments for insurance
contracts

Investment income on behalf of
policy holders

126 126 on behalf of policy holders

Result on derivatives and other
financial

Results on derivatives and other
financial

instruments -7 -7 instruments
Other operating income 13 13 Other operating income
Total income 3,130 3,174 Total income
Technical expenses on insurance
contracts

1,406 1,406 Technical expenses on insurance
contracts

Technical expenses on insurance
contracts

Technical expenses on insurance
contracts on

on behalf of policy holders 431 431 behalf of policy holders
Acquisition costs for insurance
operations

122 122 Acquisition costs for insurance
contracts

Value adjustments on financial
instruments

Value adjustments to financial
instruments and

and other assets 71 71 other assets
Staff costs 451 451 Staff costs
Depreciation on tangible fixed
assets and

Depreciation and amortisation on
tangible and

amortisation of intangible assets 42 42 intangible fixed assets
Other operating expenses 218 218 Other operating expenses
Other interest charges 75 75 Other interest expenses
Total expenses 2,816 2,816 Total expenses

4 Share in the result of associated
companies

44 -44

Operating profit before
taxation

358 358 Operating profit before
taxation

Taxes 70 70 Taxation
Net profit 288 288 Net profit for the year

Attribution:
5 288 Net profit attributable to

shareholders
-- Net profit attributable to minority

interests
288 Net profit for the year
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The following table shows the reclassifications of the income statement for 2005:

Table: Reclassifications income statement of SNS REAAL, 2005

Note

(in EUR millions)

2005
Annual
Report

Reclassifications 2005
Prospectus

1,996 Interest income banking operations
1,374 Interest expenses banking operations

1 Interest income, banking operations 622 622 Net interest income banking
operations

Regular premium income life 838
Single premium income life 584 1,789 Premium income
Non-life premiums 323 44 Reinsurance premiums

2 Net premium income 1,745 1,745 Net premium income

153 Commission and management fees
receivable

24 Commission and management fees
due

3 Net commission and management
fees

129 129 Net commission and management
fees

4 9 9 Share in the result of associates
Investment income 549 549 Result on investments

Result on investments for insurance
contracts

Investment income on behalf of
policy holders

394 394 on behalf of policy holders

Result on derivatives and other
financial instruments

31 31 Results on derivatives and other
financial instruments

Other operating income 1 1 Other operating income

Total income 3,471 3,480 Total income

Technical expenses on insurance
contracts 1,313 1,313

Technical expenses on insurance
contracts

Technical expenses on insurance
contracts on behalf of policy holders 782 782

Technical expenses on insurance
contracts on behalf of policy holders

Acquisition costs for insurance
operations 167 167

Acquisition costs for insurance
contracts

Value adjustments on financial
instruments and other assets 60 60

Value adjustments to financial
instruments and other assets

Staff costs 443 443 Staff costs
Depreciation on tangible fixed assets
and amortisation of intangible assets 38 38

Depreciation and amortisation on
tangible and intangible fixed assets

Other operating expenses 201 201 Other operating expenses
Other interest charges 60 60 Other interest expenses

Total expenses 3,064 3,064 Total expenses

4 Share in the result of associated
companies 9 -9
Operating profit before taxation 416 416 Operating profit before taxation

Taxes 93 93 Taxation

Net profit 323 323 Net profit for the year

Attribution:
5

323
Net profit attributable to
shareholders

--
Net profit attributable to minority
interests

323 Net profit for the year
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1 Interest income banking operations
SNS REAAL has decided to further break down the line item ‘net interest income banking
operations’ to ‘interest income banking operations’ and ‘interest expenses banking operations’ in
order to further improve the transparency of the income statement. Previously this was disclosed
in the notes of the annual accounts.

2 Net premium income
In order to or align the presentation of ‘net premium income’ with the industry, SNS REAAL has
decided to change the break down of this line item from regular, single and non-life premium to
gross premium and reinsurance premiums.

3 Commission and management fees
SNS REAAL has decided to further break down the line item ‘net commission and management
fees’ to ‘commission and management fees received’ and ‘commission and management fees
due’ in order to further improve the transparency of the income statement. Previously this was
disclosed in the notes of the annual accounts.

4 Share in the result of associates
The share in the result of associates is now presented under income, as is customary in the
industry.

5 Attribution of net profit
In order to further improve the transparency of the income statement the attribution of net
profit to shareholders and minority interest is now shown on the face of the income statement.
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Reclassification balance sheet 2004 and 2005
In the 2006 financial statements SNS REAAL has decided to change the presentation of certain
line items on balance sheet as a result of business developments and/or align the presentation
with the industry. The presentation of the financial information in this prospectus for the years
2004 and 2005 have been restated and therefore differ from the audited annual accounts for
those years as included in the Company’s annual reports. These reclassifications have not been
audited. The following table shows the reclassifications of the balance sheet for 2004:

Table: Reclassifications balance sheet of SNS REAAL, 2004

Note

(in EUR millions)

2004 IFRS as
included in 2005

Annual Report

Reclassifications 2004
Prospectus

Assets Assets
Goodwill and other intangible
assets 369 369

Goodwill and other intangible
assets

Tangible fixed assets 300 300 Tangible fixed assets
Associated companies 51 51 Investment in associates
Investment property 125 125 Investment property

1 Investments 8,233 8,233 Investments
Investments for insurance products
on behalf of policy holders

2,798 2,798 Investments for insurance
contracts on behalf of policy
holders

Derivatives 103 103 Derivatives
Deferred tax receivables 167 167 Deferred tax assets
Reinsurance contracts 269 269 Reinsurance contracts
Mortgage loans to customers 39,924
Other loans and advances to
customers

2,627

2 Loans and advances to customers 42,551 42,551 Loans and advances to customers

1 Loans and advances to credit
institutions

3,421 3,421 Loans and advances to credit
institutions

3 Other tax receivables 38 -7 31 Corporate tax
3 Other assets 473 7 480 Other assets

Cash and cash equivalents 1,074 1,074 Cash and cash equivalents

Total assets 59,972 59,972 Total assets

Liabilities and equity Equity and liabilities
Share capital 340 340 Share capital
Other reserves 1,252 1,252 Other reserves
Retained profit 288 288 Retained profit

4 Shareholders’ equity 1,880 1,880 Equity attributable to
shareholders

4 -- Third party interests
4 1,880 Group equity

Participation certificates and
subordinated debts

1,443 1,443 Participation certificates and
subordinated debts

Debt certificates 23,464 23,464 Debt certificates
Technical provisions, insurance
operations

11,330 11,330 Technical provisions, insurance
operations

Provision for employee benefits 187 187 Provision for employee benefits
Other provisions 50 50 Other provisions
Derivatives 42 42 Derivatives
Deferred tax liabilities 82 82 Deferred tax liabilities
Savings 10,973 10,973 Savings
Other amounts due to customers 6,346 6,346 Other amounts due to customers
Amounts due to credit institutions 2,442 2,442 Amounts due to credit institutions

3 Other tax liabilities 19 -19 0 Corporate tax
3 Other liabilities 1,714 19 1,733 Other liabilities

Total liabilities and equity 59,972 59,972 Total liabilities and equity
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The following table shows the reclassifications of the balance sheet for 2005:

Table: Reclassifications balance sheet of SNS REAAL, 2005

Note

(in EUR millions)

2005
Annual
Report

Reclassifications 2005
Prospectus

Assets Assets
Goodwill and other intangible assets 559 559 Goodwill and other intangible assets
Tangible fixed assets 302 302 Tangible fixed assets
Associated companies 126 126 Investment in associates
Investment property 129 129 Investment property

1 Investments 9,211 742 9,953 Investments
Investments for insurance products
on behalf of policy holders 3,426 3,426

Investments for insurance contracts
on behalf of policy holders

Derivatives 1,174 1,174 Derivatives
Deferred tax receivables 132 132 Deferred tax assets
Reinsurance contracts 365 365 Reinsurance contracts
Mortgage loans to customers 43,544
Other loans and advances to
customers

2,599

2 Loans and advances to customers 46,143 46,143 Loans and advances to customers

1 Loans and advances to credit
institutions

4,949 -742 4,207 Loans and advances to credit
institutions

3 Other tax receivables 192 -3 189 Corporate tax
3 Other assets 304 3 307 Other assets

Cash and cash equivalents 1,076 1,076 Cash and cash equivalents

Total assets 68,088 68,088 Total assets

Liabilities and equity Equity and liabilities
Share capital 340 340 Share capital
Other reserves 1,865 1,865 Other reserves
Retained profit 323 323 Retained profit

4 Shareholders’ equity 2,528 2,528 Equity attributable to shareholders
4 -- Third party interests
4 2,528 Group equity

Participation certificates and
subordinated debts

1,616 1,616 Participation certificates and
subordinated debts

Debt certificates 25,654 25,654 Debt certificates
Technical provisions, insurance
operations

12,658 12,658 Technical provisions, insurance
operations

Provision for employee benefits 76 76 Provision for employee benefits
Other provisions 44 44 Other provisions
Derivatives 976 976 Derivatives
Deferred tax liabilities 324 324 Deferred tax liabilities
Savings 12,333 12,333 Savings
Other amounts due to customers 7,078 7,078 Other amounts due to customers
Amounts due to credit institutions 3,419 3,419 Amounts due to credit institutions

3 Other tax liabilities 23 -19 4 Corporate tax
3 Other liabilities 1,359 19 1,378 Other liabilities

Total liabilities and equity 68,088 68,088 Total liabilities and equity
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1 Investments and loans and advances to credit institutions
REAAL holds savings elements for mortgage loans. These savings elements have been reclassified
from Loans and advances to credit institutions to Loans and receivables under the heading
Investments to better match the entry type. Reclassification as provided for 2005 figures relating
to investments and loans and advances to credit institutions has not been provided for 2004
figures.

2 Loans and advances to customers
The items ‘mortgage loans to customers’ and ‘other loans and advances to customers’ have been
merged into Loans and advances to customers. The acquisition of Bouwfonds Property Finance
has resulted in a different presentation of Loans and advances to customers. This break down is
now part of the notes to this balance sheet item in the annual accounts.

3 Tax and other assets and tax and other liabilities
As at 2006 SNS REAAL has decided to present the item ‘corporate tax’ on the balance sheet.
Previously corporate tax was part of the balance sheet items ‘other tax assets’ and ‘other tax
liabilities’. These items also included other tax receivables and liabilities (e.g. salaries tax). The
other tax receivables and liabilities are now presented under other assets and liabilities.

4 Attribution of equity
In order to further improve the transparency of the balance sheet the attribution of net profit to
shareholders and third party interest is now shown on the face of the income statement.
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