Chapter 1 Conclusions and recommendations

1.1 Introduction

The Committee of Parliamentary Inquiry into thedfinial System (hereinafter ‘the Committee’) has
focused its research on the assessment of the reasures taken by the Dutch government during a
hectic period in order to combat urgent problemhénDutch financial system. The chapters of this
report discuss the various measures and presecitis@mns regarding them. The report also discusses
a number of topics that transcend individual caSesclusions are also formulated with regard to
these topics. This opening chapter brings togethef the conclusions and presents them in retatio
to the Committee’s recommendations.

1.2 FortissABN AMRO

On Friday, 3 October 2008, the Dutch governmentipased the Dutch subsidiaries of Fortis,
following negotiations with the Belgian governmeitweek earlier, the Belgian-Dutch financial
conglomerate’s banking subsidiary had run into@necrisis. The Dutch government paid Fortis
€16.8 billion for 97.8% of the shares in Fortis B&tederland Holding, including the entire stake tha
Fortis held in the ABN AMRO subsidiaries, 100% loé tshares in Fortis Verzekeringen Nederland
and 100% of the shares in Fortis Corporate Ins@dncaddition, the Dutch government assumed €34
billion in short-term debt from Fortis Bank Nedewtband its subsidiaries, and it agreed that Fortis
Bank Nederland would repay some long-term and glibated loans to a maximum amount of €16
billion to Fortis on an accelerated schedule.

The Dutch government has transferred a total of&B#lion to Fortis. Since that time, Fortis
Corporate Insurance has been sold, and the basulrgjdiaries have been merged to form a new
ABN AMRO Bank. As of the publication date of thisport, a balance of approximately €32 billion
remained open with regard to the Dutch governmentéventions involving Fortis and ABN

AMRO, including repayments, dividends, recapitdi@as, transformations of loan capital into equity
capital and financing expenses.

1.2.1 Preliminary process

Fortis is primarily responsible for the problemsadhemerged

The problems at Fortis were caused by a combinaficieteriorating market conditions and the
absorption of the ABN AMRO takeover. In its busia@sactices, Fortis attempted to exploit its
opportunities to the fullest and owned a substhptgfolio of toxic assets. Fortis made a delilbera
choice to pursue a takeover of the ABN AMRO consaartwithout conducting any prior extensive
due dilligence. The consortium bid was quite laMereover, the bid was largely in cash, thus
entailing additional risk. Because of the finangiRgrtis was facing considerable pressure to iategr
its ABN AMRO subsidiaries as soon as possible.ffisant consideration was paid to measures that
were to be ordered by the European Commissionmeghrd to competition, thereby resulting in the
very disadvantageous agreement with Deutsche BdrekCommittee finds that the problems at Fortis
were caused by its own actions.

The issue of statements of no objection by DNB ahe Minister of Finance had very serious
consequences

The statement of no objection for the acquisitibABN AMRO by the consortium of Royal Bank of
Scotland (RBS), Fortis and Santander was issuatlyjdily DNB (the Dutch central bank) and the
Minister of Finance. DNB was required to make atejpendent judgement regarding the financial
health of the acquiring parties (Criterion A) ahd £xtent to which DNB would be able to continue to
fulfil its supervisory function for ABN AMRO adeqtely (Criterion B). With regard to the first
criterion, DNB based its judgement largely on infiation from the foreign chief supervisors of the



consortium partners. The independent judgemeniNB Begarding the solvency of two of the three
consortium partners was thus based largely onrimdtion from outside DNB. It can be concluded that
two of the three consortium partners, Fortis ancbR&hded up in the greatest financial problems
within a year.

The Minister of Finance was responsible for revieptihe financial stability criterion (Criterion Qh

its reportVerloren kredie{'Credit Lost’), the Committee's predecessor,Rlaeliamentary Committee
Inquiry Financial System (TCOFS), found that th&titey that was conducted in this regard was
minimal and could have been approached from a krgaerspective. The Committee finds that
financial stability was ultimately placed in sersgeopardy. In authorising the consortium in
September 2007, the Minister and DNB took a decithat has had severe negative consequences for
the Dutch economy and taxpayers. The Committees filhat a different decision could and should

have been taken.

DNB's supervision of Fortis and ABN AMRO was inadedte, despite major efforts

DNB began to have concerns about Fortis even staftér the takeover. Particularly from June 2008,
DNB made these concerns known to Fortis and CBR&Belgian chief supervisor for Fortis.
Nevertheless, the initiatives arising from theseoewns failed to generate positive results in graopl
leading up to the acute crisis at Fortis.

Even after the takeover by the consortium, DNB riesdthe chief supervisor for ABN AMRO. This
supervisory task was particularly demanding; initimid to the regular supervision of the normal
operational state of affairs, it was necessarpliow the complex separation process closely. DNB
monitored this process closely and took a vergtsapproach in this regard. However, DNB did not
have an adequate overview of all developments fleegdisastrous developments in the results of the
London investment banking activities of ABN AMROhigh belonged to RBS). The Committee
concludes that DNB placed excessive confidenckdrignability of the agreements between the
consortium partners. DNB’s judgement that the rigkacquisition and separation could be
sufficiently controlled by setting strict conditiviand requirements has proven to be in error.

Ministry of Finance lacked decisiveness and urgency

On 2 July 2008, the President of DNB informed thieiMer of Finance of his major concerns with
regard to Fortis. The Minister of Finance and thesjgent of DNB then made concrete agreements
that would prove of great importance during thetacuisis involving Fortis. Later, a single linetiwi
DNB was drawn and, in compliance with the agreemdrdt had been made, primary effort was
devoted to the interest of financial stability retNetherlands. In the period from 2 July until fiié

of Lehman Brothers, however, there was little shgat the Ministry felt any sense of urgency or that
had any serious concerns, let alone material a¢tian the elaboration of possible scenarios and
contingency planning or the identification and exion of the available legal instruments). The
Committee also considers it incomprehensible tiaiMinistry had not taken more action with regard
to the Belgian authorities since July.

1.2.2 First intervention: Benelux Agreement

On the evening of Sunday 28 September 2008, irr bodeave Fortis from bankruptcy, the
governments of Belgium, Luxembourg and the Netheldeagreed to a total capital injection of €11.2
billion in the respective national subsidiariedoftis Bank in exchange for interests of around 49%
It was also resolved that Fortis would sell itsreBan ABN AMRO. Although the Dutch government
was to pay €4 billion for a 49% stake in Fortis B&tederland, this part of the agreement was never
implemented, and it was replaced by the acquisiicall Dutch subsidiaries of Fortis.

The necessity of the intervention in the weeken®@f28 September 2008 is beyond dispute
It is very likely that without intervention Fortigould have gone bankrupt on Monday 29 September
2008. The actual intervention was nonetheless miyelate, from both the Belgian and the Dutch



side. The Committee is of the opinion that inteti@nduring the weekend was necessary in the
interest of financial stability in the Benelux regj in Europe and throughout the world.

The preferred solution of the Netherlands was netistic

The Ministry of Finance and DNB acted in accordanith the agreements that were made between
the Minister of Finance and the president of DNB2ajuly 2008. In consultation between the
Ministries of General Affairs and Finance, and DNRBjecision was made to deploy a private solution
focusing on the interests of those subsidiariesatemost relevant to the financial system in the
Netherlands. Concrete efforts were made to efféetilaut of Fortis, with ING taking over the ABN
AMRO subsidiary in any case. Every effort was medessolve issues with regard to financing and
competition. Given the problems that ING experiehloarely a week later, the Committee is of the
opinion that the preferred option of the Netherkanes of questionable realism.

Foreign applicants for the ABN AMRO subsidiary ofdftis were discouraged

DNB considered a takeover of the ABN AMRO subsigliay a solid foreign party (e.g. BNP Paribas)
irresponsible, given the turmoil in the world, giruation of ABN AMRO in the midst of the
separation processes and the lack of possibifitiegrivate parties to conduct a thorough due
dilligence. It was the expressed desire of DNBeaefkthe ABN AMRO subsidiary of Fortis under
Dutch supervision, and the Ministry of Finance saunpgd this desire. This blockade against foreign
parties was communicated at the highest levelstidedly curtailing the range of possible alternes.
From the perspective of a level playing field irr&ue, the Committee finds the dismissive attitude
towards potential foreign candidates, supervisndsauthorities indefensible.

Too little attention was paid to alternatives

On Friday 26 September 2008, a plan began to enmeitgexembourg, according to which the
Belgian and Luxembourg governments would provid@tahinjections in subsidiaries of Fortis in
exchange for minority stakes, thereby allowingFoetis Group to remain intact. As part of this plan
the ABN AMRO subsidiary would be sold. In any eyaghe Dutch authorities were aware of this
possibility from the afternoon of Saturday 27 Sepier 2008. It can be concluded that, until the
negotiations on Sunday evening, little was doné wiis information, which had nonetheless come
from the highest echelons of Fortis. Given the sesiof information, the Committee finds this
difficult to understand. The Committee is underithpression that the Ministry of Finance and DNB
did not consider the plan attractive, as it cotdlicwith their own line and because neither of the
Dutch authorities felt that the plan offered asfattory solution for ABN AMRO. The alternatives
were limited by the efforts to achieve a Dutch gtéssolution that would at least entail that theNAB
AMRO subsidiary would go to ING.

Benelux Agreement: expensive, and without offeringy adequate solution

The Committee finds that, from a valuation persipecthe Netherlands agreed to pay a high price for
a 49% stake in Fortis Bank Nederland. MoreoverBéeelux solution was hardly a structural
solution. Although Fortis remained intact, the siolu failed to restore confidence in the company,
and ING did not follow through with the plan to ¢éativer the ABN AMRO subsidiary. This largely
eliminated the rationale of the Dutch authoritiesthe Benelux Agreement, as it failed to secure
Fortis and left the future of the ABN AMRO subsigiancertain.

Information provided to the House of Representativéncomplete and late

Several factors that played a role regarding theeBsx Agreement were not shared with the House of
Representatives. The unequivocal commitment totatDeplution through ING and the associated
discouragement of interested foreign parties ferABN AMRO subsidiaries were not reported. No
insight was provided into how the amount of €4idmillthat the Dutch government would inject was
established, nor were the grounds upon which thisuat was based made clear. The exclusive
negotiating status of ING was not reported eitfibe Benelux Agreement was discussed in the House
of Representatives during the general budget cerations on Wednesday 1 and Thursday 2 October
2008, when the Dutch authorities had actually dlyeajected the agreement and were working on
further plans. As the Finance Minister himself macated, these debates did not include full



disclosure. The Committee concludes that the HotiRepresentatives was not fully informed
regarding the first intervention in Fortis. The Guitiee considers this at least partly understamgabl
given the state of the negotiations. Only limitesttbsure of the facts was provided afterwards. The
Committee is of the opinion that the House of Repn¢atives could have and should have received
additional insight after the fact.

1.2.3 Second intervention: acquisition of Dutch parts ofortis by the State

On Friday 3 October 2008, the Prime Ministers eflitetherlands and Belgium agreed that the Dutch
State would purchase the Dutch Fortis subsididoiea price of €16.8 billion. The agreement further
specified that the Dutch State would assume thg-sion and financial obligations that the Dutch
Fortis subsidiaries owed to Fortis. In total, thetdh State transferred €66.8 billion to Fortis.

The Netherlands had little patience for the Beneldgreement: the Dutch banking subsidiaries of
Fortis were to be separated one way or the other

Confidence in Fortis was hardly restored followthg announcement of the Benelux Agreement on
28 September 2008. The company continued to deyewr liquidity infusions from central banks,
due to the persistent outflow of funds. The terighif such a situation is questionable. Liquidity
guarantees or guarantees for the toxic portfolibartis Bank could have helped. At that time, nofie
the relevant authorities were apparently prepavedke these steps, which were however taken later
for other problematic institutions.

As early as Monday 29 September, further plans wetrén motion, and these plans were ratified by
the Prime Minister, the Minister of Finance and pinesident of DNB. From then on, there was no
way back: one way or another, the Netherlands gdogicquire the Dutch bank subsidiaries from the
Fortis group. In the opinion of the Committee, ractural solution for Fortis was necessary. The
Committee wonders why the Dutch State made notedtdhis point to make a takeover bid for only
the ABN AMRO subsidiary. In part in view of the expences with the break-up of ABN AMRO,
objections and costs were associated with anyisalthat would involve splitting up Fortis.

Valuations used by Dutch delegations were incomelet

In consultation with Lazard, the adviser of the @uBtate, a negotiating range from €12 to €20dilli
was established. This valuation range exceedenh#inket value of that time, which could be
estimated between €10 and €12 billion. The valnatemssumed that the subsidiaries had sufficient
liquidity and capital, but this was not the caske Dutch delegation was aware that the share of the
remaining assets of ABN AMRO (Z-Share) had negatigpaity amounting to €2.3 billion. The
Committee finds that neither the appreciation herliargaining range was adjusted for this post.

In any event, DNB was aware of the capital shortaghe ABN AMRO F-share (later known as the
N-Share). The ‘CSA claim’ was known by DNB. Thisioof €2.5 billion, to which Fortis had agreed
with the consortium partners, was directly reldtethe capital shortage in the F-share (later knas/n
the N-share). This information was not considerethé valuation. The Committee concludes that this
information was handled incorrectly within the \ation team. The valuations that were used, and
which formed the foundation for the negotiatinggeywere therefore incomplete and inaccurate.

€16.8 billion and €66.8 billion: a heavy price fdinancial stability

The amount that was ultimately paid was €16.8dillia price that would allow both the Dutch and
Belgian authorities to achieve their goals. Thegwas dictated primarily by what Belgium stated as
necessary in order to achieve a solution for te@ual Fortis Group.

Figuring the capital shortfalls of the ABN AMRO sidhiaries at that time (amounting to between €4
and €5 billion) into the valuation, the valuati@nge would amount to between €8 billion and €16
billion. The price of €16.8 billion thus effectiyebxceeds the valuation range. Given the shortogsnin
in the valuation, the Committee considers thisgparticularly high from the perspective of busges
valuation. This finding is counter-balanced by #ngument that it was necessary to protect financial



stability in the Netherlands. It is likely that thellapse of Fortis would have resulted in majandge
to the Dutch, European and world economy, bothctireand through chain reactions. It is not
possible to determine how great the damage wouwld baen. The cost of preventing such damage
amounted to the current level of approximately 8#ibn, although the initial transfer amounted to
€66.8 billion. The Committee acknowledges the gimabrtance of financial stability. This should
nevertheless not be taken as license for the uelth@xpenditure of tax money.

Transfer of the liabilities of Fortis Bank Nederlaghto Fortis Holding: the dealmaker

The Dutch State’s assumption of €34 billion in $ierm loans made to Fortis Bank Nederland by the
Belgian parent company may have allowed a brealgtran the negotiations; in this respect, it was a
logical and wise move.

The last-minute assumption of €16 billion in lorgrh loans, an agreement that was made after the
Dutch and Belgian authorities had reached an agreemnade the directors of Fortis Holding willing
to provide the required signatures. The assumpgtidhese loans provided Fortis with an advantage of
€625 million.

Transfer of long-term debt: additional risks for thState

The long-term loans that were assumed, which tegetimnounted to €16 billion, carried a high risk

due to the long term and because a large portitimese loans were subordinated. The nature of these
loans was therefore partly that of equity, a lgvge of which would later be converted into core
capital. The State thus assumed an additional Tis&.Committee concludes that this part of the
transaction was agreed after the agreement bettiveddutch and Belgian Prime Ministers had been
sealed. As far as the Committee can determinep#hisof the transaction was entered without tlee th
Dutch Minister of Finance and the Dutch Prime Migmiswho were ultimately responsible, being fully
aware of the risks. The Committee is surprisechieMack of attention to this part of the transattio

Information provided to the House of Representativéncomplete and late

A number of issues surrounding the acquisitiorhef@utch Fortis subsidiaries were not fully shared
with the House of Representatives. The Ministegmref to the cost as a ‘negotiated outcome’. It was
not mentioned that an amount of approximately €llibib was actually needed for the Belgian
authorities, and that the price was apparenthyatict primarily by the needs of Belgium. Nothing was
ever reported about the presence of an emergeroyso using legal means and the associated threat
towards the Belgian authorities. Reports regarthiegvaluation referred to ‘market price’. Given the
shortcomings in the valuation, this was not theecae character of the long-term loans, partly
subordinated and perpetual, which generated a higtkeprofile, was not reported initially. The
private technical briefing to the Standing Comnaiteen Finance on 14 October 2008 offered the
Minister of Finance an excellent opportunity toypde additional insight and disclosure regarding th
matter. This technical briefing, however, was fanf complete. The Committee is of the opinion that
the House of Representatives was also informednptetely and late with regard to the second
intervention involving Fortis.

1.2.4 Follow-up process

On 21 November 2008, the Finance Minister annoutttadFortis Bank Nederland and the ABN
AMRO subsidiary would be merged into a single bartks decision was accompanied by a number
of recapitalisation measures, which involved bilBan additional capital outlays.

Substantiation for the decision to integrate wasasly

In the announcement on 21 November 2008 of thesglamerge Fortis Bank Nederland and the ABN
AMRO subsidiary, the Minister of Finance madedittr no mention of the costs of integration, either
guantitative or qualitative, even though thesescosre known to the hired consultants to the Mipist
of Finance. The necessity of supplementary investsngould have been foreseen, for example with
regard to the EC Remedy, the costs of separatidmngggration (including the associated possible
benefits due to synergy and cost savings), asasatbpital additions within the banking subsiderie



The Committee can draw no other conclusion thantkieahired consultants reported this information
to the Ministry. This information was not propedigseminated further within the Ministry. As a
result, the Minister’s actual choice to merge the banks was insufficiently substantiated.

Recapitalisations were largely foreseeable

The direct consequences of the transaction of 8l§8ct2008 for the capital position of Fortis Bank
Nederland were carefully calculated. Partly becaisgexpected setbacks in late 2008, a significant
capital need emerged within Fortis Bank Nederlamagounting to approximately €5 billion. The
Committee has established that Fortis Bank Nedetiaa been weakened by the acquisition and that
there was no margin for unexpected setbacks.

The capital shortages in the ABN AMRO subsidiaviese known during the negotiations on 3
October 2008, which resulted in the acquisitiothef Dutch subsidiaries of Fortis. The Committee
concludes that the Dutch authorities should haen ladle to know about the additional future
expenses around the time of the transaction. Wéhdecision to merge Fortis Bank Nederland and the
ABN AMRO N-share, it was effectuated that theseesxjitures would become the responsibility of
the owner, the Dutch State.

Information provided to the House of Representativéncomplete and late

The ‘technical reallocation’ that took place in Bether 2008 created considerable confusion in the
House of Representatives, and the Minister of Fiaeafid not clarify these matters until June 2009.
The Committee is of the opinion that the Ministersvinitially so remiss in providing information to
the House of Representatives as to prevent theeHufuRepresentatives from gaining an accurate
overview of the situation.

The recapitalisation measures were communicatdtetblouse of Representatives in June and
November 2009. The existence of a large portiahefitems in question was already known at the
time of the transaction of 3 October 2008, if moekact amounts, at least in terms of their presenc
These items were not reported in either qualitativimn quantitative terms in the communicationtte t
House of Representatives on 21 November 2008 eghrd to the decision to merge Fortis Bank
Nederland and the ABN AMRO N-share. The Commitgeefithe opinion that the Minister could

have and should have reported at least the exestitbe items that were already known to involve
additional costs in November 2008, in addition tovding an indication of the magnitude of some of
these items (e.g. the Z-share). The House of Reptasves thus received neither timely nor complete
information.

1.2.5 Conclusions in the case of FortissABN AMRO

Intervention was necessary, but there were errardhie execution

The Committee finds that the interest of finanstability justified the intervention of the Dutch
authorities in Fortis, and it appreciates the commant and efforts that these authorities made dwain
very hectic situation. The Committee also findsybweer, that almost all of the parties involved —
beginning with Fortis itself — made major errorshaiegard to the crisis at Fortis.

The process surrounding the second intervention vga®rly organised

The Committee finds that both interventions in Bontere highly ad hoc in character. The Committee
is of the opinion that the Ministry of Finance ddished insufficient structure between the two
interventions. More and broader expertise shoule lieeen brought in at the time that it was decided
to acquire the Dutch subsidiaries of Fortis. Thestdtants who were actually hired were
underutilised. For this reason, the decision-makiragess within the Ministry of Finance lacked
sufficient checks and balances.

The price for financial stability was high and owdf proportion to the economic value
From a commercial perspective, there is no douwditttio much was paid for the Dutch subsidiaries of
Fortis. This applies to the original purchase pat€16.8 billion for the shares and, to an evesatgr



extent, to the approximately €30 billion that witemately involved with FortissABN AMRO. The
€16.8 billion was paid primarily as the price forancial stability in the Netherlands, Belgium, &pe
and beyond; the additional costs were a supplemeptee for financial stability in the Netherlands
Although these investments were indeed accompdnyi@tonomic value, it is unlikely that the total
investment will be recouped.

Deficiencies in the exchange of information have dhaostly consequences

In some cases, information that was already availahs not handled properly. This applies to the
Ministry of Finance with regard to its lack of amtiaround the beginning of the acute crisis ati§ort
in the summer of 2008, well before the collapskaifman Brothers. This also applies to the Dutch
authorities involved (particularly the Ministry Bfnance and DNB) during the first intervention
(Benelux Agreement), when these parties held tdinkeof a private Dutch solution for too long.
Finally, this also applies to the second internvamtivhich became necessary as a result. Apart from
the question of their actual importance to themdtie outcome of negotiations with the Belgian
authorities, the valuations that were calculatédegiignored or made improper use of important
information that was indeed available. These itprosed to be the most important cause of the
subsequent additional costs.

Although the knowledge concerning the shortageapftal within ABN AMRO was known to DNB,

it apparently failed to reach the responsible panwithin DNB who would have been able to bring it
to the delegation’s attention. With regard to teédit in the F/N-Share, the information was
apparently not (or insufficiently) communicated&rard, the consultant to the State. In some ways,
Lazard could also have been more thorough in it&kweor example, the Committee is surprised that
little or no attention was paid to the official agments between the consortium partners.

Responsible parties were poorly informed

The Committee is of the opinion that the respoegtarties within the government —i.e. the Prime
Minister and the Minister of Finance — were instiffintly informed about the valuations prepared by
their own officials and others involved in the dgéon, including officials from DNB. The
Committee has established that the Deputy Trea@eeeral and the president of DNB were present
during the final negotiations in the residencehaf Belgian Prime Minister. Both were aware of the
valuation presentation and could have provideddeoaformation to the Ministers. The Deputy
Treasurer General was also briefed by the valuagam, which included consultants from Lazard,
regarding additional relevant information (‘Speakimotes’). As far as the Committee has been able to
determine, this additional information was not gldawnith the Minister of Finance and the Prime
Minister.

The State brought in additional expertise, partigha urging of DNB. Nevertheless, this expertissw
underutilised. Lazard’s advisers were not involirethe final negotiations, and the officials of the
Ministry of Finance and of DNB who were involved aedimited use of the information that was
generated by the consultant and provided to ba@méyotiating delegation and DNB.

At the same time, the responsible Ministers anitiaf also insufficiently probed for possibly
relevant information. Fundamental questions weteasked, including whether the subsidiaries were
adequately capitalised, the status of the breatdffBN AMRO and the possibility of skeletons in
the closet. The Committee was surprised to leanttie responsible parties had not posed any
guestions directly to the consultants, or wereafbe to do so, but that these consultants weldetid
responsible in the public hearings for errors made.

Exchange of information within DNB was deficient

The Committee is surprised that the president oBWs only partially familiar with the information
from the valuation team, in which its staff play@dimportant role. The Committee has established
that the president of DNB had no knowledge of tthiteonal information (‘Speaking Notes’) that the
valuation team had prepared for the negotiationshanrsday 2 October 2008. This information was
indeed present within DNB. For this reason, theigient of DNB could not inform the Prime Minister
and the Minister of Finance about this importafrimation. The Committee is of the opinion that the
president of DNB was deficient in his role as advi® the Ministers.



Adequate supervision is problematic, particularly situations involving cross-border supervision
Following the findings of the TCOFS, the limitateoassociated with external supervision have
become clear to the Committee. DNB lacked the maansssary to intervene in Fortis. Moreover,
despite its diligence and efforts, it had insu#fidi grip on ABN AMRO and the separation and
integration processes following the takeover in2@nally, in late September 2008, DNB apparently
had only limited insight into the problems at ING.

Insufficient balance between prudential aspects atwmpetition aspects

The Remedy imposed by the European Commission ghlagémportant role in the problems at Fortis.
It also brought serious complications and signiftazosts to taxpayers during the process following
the acquisition by the Dutch State. In this respadtlitional attention to system considerations is
necessary, both in the regular supervision ane@aistbns regarding mergers and acquisitions; the
degree of complexity and duration of such proceskesld be explicitly addressed. Prudential and
competition considerations should not be assesgetately (e.g. through Remedies imposed by
European Commission), and a more balanced assedssfiikase aspects is needed.

The House of Representatives was informed insuéidly and late by the Minister

The Committee is of the opinion that the House gpRsentatives was informed too late during all
phases of the process surrounding the takeoverrtisland ABN AMRO. This was the case with
regard to the Benelux Agreement, the acquisitiothefDutch subsidiaries of Fortis by the State and
the subsequent recapitalisations. The Committatsesof the opinion that the House of
Representatives received incomplete informatioruatiee Benelux Agreement, about the assumption
of the long-term loans made by Fortis Bank NedertanFortis, in the course of the technical brigfin
to the House of Representatives regarding the sitigui of the Dutch subsidiaries of Fortis, abd t
decision to integrate the banking subsidiaries,abult the ‘technical reallocation’.

The House of Representatives was not thorough erfoagd occasionly had an incorrect focus

The role of the House of Representatives was lamgdtospective. The Committee finds that the
House of Representatives paid little attentiorh#ttans-national dimension of the problems atig-ort
and the associated national reflexes during theudgons concerning the interventions. The focus on
the Dutch national interest largely prevented caitreflection on the chosen solutions. The
parliamentary debates did not always place apmtgpemphasis in terms of major and minor issues.
Although this is undoubtedly related to the infotima that the Minister provided to the House of
Representatives, the Committee also wonders whitheéviPs were given or took sufficient time to
understand and use the information properly.

13 ING

On 19 October 2008, it was announced that ING wasklthe capital provision facility and receive a
capital injection of €10 billion in the form of GaiTier 1 (CT1) securities purchased by the State. A
new intervention followed several months later26nlanuary 2009. This intervention involved the
llliquid Assets Back-up Facility (IABF), which tHetate created for ING. The IABF is a special
arrangement in which the State assumed the econ@kscfor 80% of a portfolio worth €30 billion in
US Alt-A mortgage-backed securities, which wergédy in the possession of ING’s US Internet
bank, ING Direct USA.

1.3.1 Preliminary process: summer 2007 — Septemb2008

In its report Credit Lost, the TCOFS established that, unlike many othek§adMNG avoided to

invest in high-risk, complexly structured produatsl sub-prime mortgage products. The Committee
has established that, in the period up to late 23 took a number of decisions that were judbifia

at that time and according to the associated krag@edespite the negative consequences that
ultimately resulted from these decisions. The camgpancountered problems by accumulating a large
portfolio of bundled mortgages (i.e. the Alt-A nmgage-backed securities of ING Direct USA).



ING made itself largely dependent on the Alt-A matk

From the start, ING Direct’s portfolio of Americamortgage-backed securities grew explosively. The
Committee has established that the SupervisorydBioad posed critical questions concerning this
growth in early 2006. Nevertheless, ING chose {maexl the portfolio.

Under US law, ING Direct USA, ING’s internet bamkthe US, was required to invest at least 65% of
the collected savings in consumer credit. The compogted to make a large portion of these
investments in Alt-A mortgage backed securitiesnynaf which involved high-risk mortgages in
terms of origin and type. The Committee finds the® invested far more in Alt-A mortgage-backed
securities than was required by law.

The scale and nature of the Alt-A portfolio madé&lNeavily dependent upon developments within a
specific market with a limited number of participgnl he Committee finds that ING underestimated
the consequences of this concentration risk.

ING’s response to the deteriorating US housing matkwvas insufficient and late

In late 2007, it was clear that there were sergoblems in the US housing market. For a long time,
however, ING insisted that its Alt-A portfolio waafe, as the expected credit loss was limited. ING
even continued to purchase Alt-A securities uh#él US regulator OTS recommanded to stop in the
second quarter of 2008. The accounting classiboatf the portfolio made it necessary for ING to
maintain an increasingly negative revaluation nesefhis drew increasing attention from market
participants. The market perception of the Alt-Atfmlio deteriorated rapidly in early 2008.

In the hearings, ING reported that it had undemesied this effect. The Committee concludes that
ING also underestimated the shifting of problenesrfithe sub-prime to the Alt-A market, and that the
acknowledgement of its problems with the Alt-A polib was late and insufficient. The Committee is
therefore of the opinion that ING did not respodédguately to the continuously deteriorating
situation within this market.

ING underestimated the effects of regulation

Under the Basel Il rules, the decrease of the trating of the Alt-A bonds required ING to maintai
more capital. In addition, the IFRS accounting sulequired taking impairments on the portfolio that
were in excess of the expected credit loss.

The Committee concludes that ING underestimateéfieets of these rules. In the opinion of the
Committee, ING is to blame for allowing itself te burprised by the effects of the accounting and
Basel Il rules within a rapidly deteriorating matrke

ING could have and should have reduced the risks

In the spring of 2007, ING decided to diminishdépital position by purchasing €5 billion worth of
its own shares, spread over a two-year period.fguhe first bailout of Fortis, in late September
2008, ING was seriously considering a takeover BNAAMRO and other subsidiaries of Fortis.

This last consideration shows that the company ta@ed an overly positive image of itself until
shortly before it put its problems on the tabl®&B and the Ministry of Finance. It was only until
shortly before the company did this in early Octabat ING began to have serious concerns.

In the opinion of the Committee, ING had sufficieause for action either directly (through the actu
Alt-A portfolio) or indirectly (by reinforcing it€apital position) in the first months of 2008, and
certainly after the first quarter.

DNB based its judgement primarily on ratings and time assessment of OTS

In response to the evolving crisis, DNB began taitoo the liquidity of the Dutch financial
institutions and their exposure to assets relaieddd US housing market more intensively, through
actions such as the establishment of a Crisis Mdng Team in September 2007. In 2008, DNB had



frequent contact with ING regarding the compangpital position. ING continued to meet its own
capital objectives, as well as the prudential stathsl of the supervisor. During this period, DNB
especially urged improvements in the liquidity piosi. During the spring of 2008, DNB also began
paying increasing attention to ING’s Alt-A portfoli

The Committee finds that DNB based its assessnighelt-A portfolio in large part on the triple-A
rating, on the buffers in the portfolio that undarged this rating, and on the judgement of the US
regulator to ING Direct USA, OTS. DNB thus devotady limited substantive attention to the Alt-A
portfolio.

DNB should have taken firmer action regarding INGuding the preliminary process

In the second quarter of 2008, the US regulator &f&@hgly advised ING to stop purchasing Alt-A
bonds. From that time, the portfolio also begadrw increasing attention and concern from DNB.
DNB requested information from ING and held talkfbmiNG executives and OTS. The situation did
not become critical in the eyes of DNB until laep&mber 2008, when ING’s share price began to
decline sharply following the collapse of LehmamtBers and the Fortis crisis. Around 2 October,
ING approached DNB to discuss its problems, inclgdhe Alt-A portfolio.

The Committee finds that DNB nevertheless faileddmmunicate to ING a clear recommendation to
reduce risks during this period. In the eyes ofGoenmittee DNB seems to have felt no sense of
urgency, despite the talks with ING and its impikaowledge about the portfolio. The concerns
were thus not sufficient to call for a change afirse.

The Committee is of the opinion that the markenhaig that should have led ING to intervene should
also have given DNB a reason to use existing instnis to take firmer action towards ING.

The Ministry of Finance paid insufficient attentiorto the vulnerability of ING prior to October
2008

As far as the Committee can determine, it was ntit 8 October 2008 that the Ministry became
aware of the specific problems of ING, particulasligh regard to the Alt-A portfolio.

The Committee has established that the Ministiyindnce acted energetically to address these
problems from 8 October 2008, when it receivedréapiest to help develop a solution to ING’s
problems.

Beginning in the summer of 2007, however, thereaveggns indicating impending problems in the
financial sector and that the Dutch institutiongevenlikely to prove immune to these problems.
Nevertheless, it was necessary to develop theatamection that ING received in October in an ad
hoc manner.

The Committee is of the opinion that the Ministlyoapaid insufficient attention to the vulnerable
position of ING before October 2008, particularlyen the bank’s systemic relevance.

1.3.2 Capital injection for ING: October 2008 — Noember 2008

On 19 October 2008, ING received a capital injectib€10 billion in the form of securities known as
CT1 securities.

Intervention was necessary on 18-19 October 2008

In early October, ING reported its Alt-A portfolamd the company’s capital position as problems to
DNB and subsequently to the Ministry of Finance. $mme time, market players had been demanding
increasing capital ratios, and those of ING laggekiind those of foreign competitors that had
received capital injections. ING suffered greatlynfi the reduced market confidence in the company’s
Alt-A portfolio.
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Given the position of ING within the system, then@uittee is of the opinion that, under these
circumstances, intervention was necessary duriegviekend of 18 and 19 October 2008.

The choice for capital injection in October allowdte core problem to persist

During the weekend of 18 and 19 October 2008, apesgent was signed according to which the
State would provide a capital injection of €10ibitlto ING. DNB, ING and the Ministry of Finance
agreed that the Alt-A portfolio was one of the cpreblems. Nevertheless, no specific solution was
provided for the Alt-A portfolio (e.g. by placingguarantee on the portfolio, taking over at legsas
of the portfolio or some intermediate form), evhaugh this had been the initial intention of INGlan
DNB.

The Committee notes that this action entailed iflethat the problem of the Alt-A portfolio would
manifest itself again later. In theory, it wouldvhebeen possible to structure a direct solutiaingo
Alt-A problem such that not all of the losses wob&lborne by the State. This would have required
the institution to pay a reasonable, possibly heftice for the risks assumed by the State.

The Ministry’s ‘unwillingness’ was decisive

On addressing the Alt-A problem directly in Octgltbe Ministry of Finance states: “we were
unable” and “we were unwilling”. The Ministry’s ‘willingness’ appears to have been motivated by
the desire to avoid saddling the taxpayer withitipgaired assets of banks, in part because of the
moral hazardhat would accompany such action. In addition,Ntaster indicated that such a
solution was not possible due to lack of politisapport. The Committee has found no evidence that
the Minister tested the political support for augian to the asset side of the balance sheet in the
House of Representatives prior to the talks witGIN

With regard to the Ministry’s ‘inability’, the Comittee has established that, during the weekend of
18-19 October 2008, the Ministry of Finance haddubés as an argument against offering a specific
solution for the portfolio. This was because thaistry was of the opinion that there was insuffitie
insight at that time into the composition and riekshe portfolio in order to conduct a proper
valuation. In doing so, the State would have rummguantifiable risk. Officials from the Ministryf o
Finance worked until Saturday 18 October to devstuptions to reduce the risks involved in the Alt-
A portfolio.

The Committee is of the opinion that the ‘inabilitlyas partly because ING and DNB had failed to
raise the issue of the Alt-A portfolio until it wéso late. The Committee also concludes that the
reluctance — the ‘unwillingness’ — of the Ministerd his senior staff clearly played a decisive.role
The Committee is of the opinion that this causedpiocess of collecting the necessary information
about the Alt-A portfolio to be insufficient andésafter the portfolio had been recognised as a
problem.

Change in accounting rules: unclear communicatiord to an overly optimistic picture

One factor that played a role in the negotiatiamsng) the weekend of 18-19 October was a change in
the accounting rules, which was seen as a possihiéon to the problems with ING’s Alt-A

portfolio. Examination of the documents has sholat both ING and DNB saw this as a possible
solution and that, during the weekend, DNB inforrtesl Ministry that this change appeared to offer
support. The change in accounting rules also appedrave figured in the talks between ING and the
Ministry of Finance. On 22 October 2008, during plaeliamentary debate following the capital
injection, the Minister stated that the changedcoainting rules had made the problem ‘noticeably
more manageable’. In late October, ING decidedmatse this option. The Ministry made no further
process agreements with DNB and ING regardingi$isise.

Several witnesses made contradictory statementsebttfe Committee regarding the extent to which
ING and DNB informed the Ministry of their reserigaits concerning this option during the weekend.
In any event, the Committee has concluded, basédeopublic hearings, that these reservations were
not communicated with sufficient care, and thas ddaused the Ministry, DNB and ING to have a
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different view of the possibilities offered by tbheange during the weekend. As a result, the Ministe
made a statement during the parliamentary debatg@é#inted an overly optimistic picture. In the
debates, no mention was made of the fact thatghertunities that this change offered for finding a
solution were still being investigated at that time

The lack of process agreements regarding Alt-A dit lead to "cleaning up the balance sheet",
but rather to delays in doing so

Process agreements regarding the Alt-A portfolicewst made during and following the weekend.
No efforts were made to ensure further investigatibthe issue. Neither the Ministry nor DNB
required ING to provide better insight into the thaiio (e.g. by engaging an independent party).

In the opinion of the Committee, the lack of pracagreements regarding the further approach to the
Alt-A problem eliminated the possibility of "cleang up the balance sheet" in the sense of the
statements made by the Minister in the House ofé&gmtatives at the time that the capital provision
facility was drafted. The Committee attaches gimaabrtance to this, given the heavy emphasis that
the Minister of Finance placed on the requireméiat 'wleaning up the balance sheet" during the
parliamentary debate on the capital provision ifgcil

The lack of process agreements resulted in sulmaptitilisation of the period following the capital
injection. In the opinion of the Committee, thid k® delays in identifying and addressing the probl
when it re-emerged after the capital injection.

1.3.3 Weekend in January 2009: IABF transaction

On 26 January 2009, the Ministry of Finance and BfEeed to the llliquid Asset Back-up Facility
(IABF). With this facility, 80% of the economic kof the Alt-A portfolio was transferred to the f&ta
in exchange for a fee.

The complexity of the IABF was partly unnecessanydapotentially counter-productive

On 26 January 2009, the Ministry of Finance and Bighed the IABF. Because of this transaction,
ING was able to take 80% of the portfolio off isldnce sheet, as the risks relating to that portion
were no longer borne by the company. This releadadye part of the negative revaluation reserve.

The Committee concludes that, although the IABFindeed be regarded as an inventive solution, it
was also complex. This complexity may have playedgative role in the European Commission’s
assessment of the measure. One of the argumerits é@mplex construction was that it would
prevent the solution from contributing to the EMebtl The Committee concludes that the complex
structure ultimately did not prevent the IABF fraontributing to the Netherlands' EMU debt.

ING and DNB should have foreseen that exceeding tteadline could cause problems

The fact that the US accounting rule entitled ‘otifian temporary impairment’ (OTTI) could cause
major losses became known at a late stage in tpatiagon process — more specifically, in the week
prior to the deal on 26 January 2009. During tigotiations, agreement between the parties emerged
with regard to the need to avoid activating OT Tlewldrafting the final solution.

The Committee is of the opinion that first ING asetond DNB and the Ministry of Finance should
have foreseen that exceeding the deadline of 1lada2009 might cause complications.

DNB drew a line in the sand

The Committee has established that, during thetramgms regarding this aid operation, DNB ‘drew a
line in the sand’ at a high level, the crossingvbfch would be irresponsible from the perspectiive o
the supervisor. This eliminated the possibilityadgubstantially higher fee for the Dutch State hBot
the OTTI rule and broader prudential consideratjgaged a role for DNB in this regard. In the
assessment of DNB, a substantially better pricéhi@Dutch State would have jeopardised the
solvency of ING, and thus possibly financial stiégpih the Netherlands.
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Portfolio transaction price: in line with the analsis by Dynamic Credit
The total price (i.e. the combination of the cadttransferring the portfolio and the various fednsit
ING paid for the IABF transaction was not compeétirom a market point of view.

The Committee is nevertheless of the opinion thatmarket price at the time when the deal came
about did not provide a realistic reflection of tretual value of the portfolio. The Committee
understands that DNB, the Ministry of Finance ai@ Isought connection with the analysis by
Dynamic Credit, which was based on an estimatbefittual economic value.

A higher fee for the IABF would have been preferabl

In these special circumstances, there was readdn take the current market price as the basighior
valuation of the portfolio. A market-based fee ddmonetheless remain the starting point when the
State rescues a market participant during a cftisikie opinion of the Committee, the fee that ING
paid for the IABF did not meet this criterion. TBemmittee nonetheless finds that the passage of the
deadline of 1 January 2009 increased the associatedof a higher fee for the State. Although this
problem could have been overcome through carefahmanication, it was not clear how depositors,
investors and other market participants would haeeted to the publication of a major, OTTI-
triggered loss in December 2008, which could netHaeen compensated in the same quarter for
accountancy-related reasons.

The Committee is therefore of the opinion thatlatgm in which ING had paid a higher fee would
have been preferable, although it understandshkaisk of uncontrollable effects played a de@siv
role at the time the decision was taken.

The Minister's arguments against a new capital icfgon were not consistent

By providing a capital injection in the form of $ha or by converting CT1 securities into shares, th
State would acquire a measure of control in thepaoty. The Committee concludes that the Minister
of Finance was of the opinion that, when providingupplementary capital injection to ING, the State
would have made an investment in the same ordmaghitude as the market value and that this could
not be justified without the State acquiring conpleontrol over the company. Although this
argument had not posed an impediment during theifitervention in Fortis, it made the Minister
unwilling to provide any new capital injectionsidG. The Committee thus finds that the Minister’s
reasoning was not consistent.

Earlier action would have made a better solutiongsible

If the solution had been drafted before the deadiiinil January 2009, several solutions would have
been conceivable as a result of which the Statkldwmyve received a higher fee, possibly in
combination with a capital injection in order toimtain ING’s solvency ratios.

The Committee is of the opinion that the pricingle# IABF was ultimately unavoidable under the
compelling circumstances of the moment, and takit@account the limitations imposed by the
OTTI rule and the prudential considerations ofghpervisor. The Committee nevertheless
emphasises that earlier action could have and dhiaye taken place with regard to a solution fer th
Alt-A portfolio. This would have made a better dadn possible.

1.3.4 Period following the IABF transaction

In early March 2009, emergency legislation was are@, which would allow for the nationalisation
of ING, if necessary. The European Commission asskthe support measures taken on behalf of
ING and imposed radical re-structuring

It was wise to develop emergency legislation regagchationalisation

Beginning in December 2008, efforts were made wétiard to nationalisation as an emergency
scenario, in addition to developing a specific 8oluto the problems with the Alt-A portfolio. The
emergency legislation developed for this purposg exgressly intended as a last resort, and it was
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seen as a ‘horror scenario’. This emergency leigslavas ready for activation in early March 2009.
The Committee is of the opinion that it was wiseléwelop such emergency legislation.

Insufficient consideration was given to the positi@f the European Commission; assessment of
restructuring was not possible

Various parties, including representatives of ttaes DNB and ING, have argued before the
Committee that the European Commission has impeseessive restructuring requirements on ING.
The main requirements of the European Commissieicadivest ING Direct USA, all insurance
subsidiaries and a Dutch banking company. The reddialance reduction was 45%. The European
Commission also required an adjustment of some péthe IABF transaction, thus increasing the
costs for ING by about €1.3 billion. A number oitical remarks about the European Commission's
assessment of the IABF transaction were made bdfer€ommittee. As far as the Committee has
been able to determine, the European Commissionatidonduct any independent valuation of the
entire Alt-A portfolio. On 2 March 2012, the Cowitthe European Union partly overturned the
decision of the European Commission, although dlen@o ruling on the substance of the case. This
means that a new decision must be taken by thepEaroCommission.

The Committee has established that neither thedttinof Finance nor its adviser DNB took the
European Commission’s position sufficiently inta@aignt. One illustration is the Ministry’s pro forma
registration of the capital injection, which assdntigat the capital injection did not involve statd.

The Committee has received no supporting argumentftom the European Commission regarding
the restructuring that was imposed upon ING. Ingi#al?2 of this report, however, the Committee
does note that, based on the volume of aid cakxlilay the European Commission, there are
significant differences between banks with regarthe required balance reduction, with ING having
to achieve a relatively large reduction.

Due to a lack of information from the European Cds®ion and because the case is still pending, the
Committee is unable to judge the specific restmiregumeasures and adjustment of the IABF
transaction that the European Commission imposed UpG.

1.3.5 General conclusions from the case of ING

ING board members made insufficient effort to reselthe problem

According to the documents that were reviewedstipervisory board expressed concerns about the
growth of the mortgage portfolio as early as thgitnging of 2006. Beginning in the autumn of 2007,
particular emphasis was placed on the importancéeaf communication regarding the Alt-A
portfolio, for reasons including the credibility G in this area. In the course of 2008, the comee
within the supervisory board increased, and moestijons were asked.

The Alt-A portfolio was discussed extensively withNG’s executive board at an early stage. In a
later stage, in October and November 2008, thedomamsidered several options, including
reclassifying and selling the portfolio, in ordermitigate the risks of the Alt-A portfolio.

The Committee concludes that the concerns of thersisory board generated no concrete
recommendations for action. It also concludesttiboard of directors ultimately made insufficient
effort on its own initiative to resolve the Alt-Aqblem.

The actions of the ING board hindered an effectigpproach to the problems

At the time of the crisis measures taken by theeb&tate, ING reversed decisions on several
occasions. These decisions involve the submisdiarbal for ABN AMRO, participation in the
guarantee facility and the capital provision fagjlas well as the use of a change in accountites ru
to solve ING’s problems.
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The Committee finds that this produces an imagetehtative and indecisive executive board at ING,
which was not operating along a steady course Cdmemittee is aware of the unique and exceptional
circumstances in which the board of directors lwaolierate, but this does not alter the Committee’s
opinion that these actions impeded an adequat®agpto the problems.

The Committee notes that a change of managemehptace at ING Group around the time of the
IABF intervention. The Minister of Finance has sththat he believes that this change resulted in
more vigour within ING’s executive board. The Cortteg agrees with this observation. The
Committee also notes that the governance struofute ING Group has undergone changes that
have increased the weight of the position of CRiek Officer.

Information provided to the House of Representatweas incomplete and partly late

The Committee finds that, in the process of thetabimjection into ING, the House of
Representatives was informed only about the filggles agreement and not about the extensive
discussion with DNB (and ING) concerning the podisitof a specific solution for the Alt-A

portfolio. The consideration of alternatives ané slubstantiation of the choice that was made watre n
shared with the House of Representatives. The Ctserfinds that the Minister of Finance
proceeded from the principle of avoiding to takeroany risks from financial institutions, although
the Minister did not explicitly communicate thisttee House of Representatives.

The Committee also notes that no feedback was gedwio the House of Representatives with regard
to the fact that ING made no use of the changberatcounting rules after the capital injection had
taken place.

The Committee further notes that DNB again brotigatproblems with the Alt-A portfolio to the
attention of the Minister of Finance on 4 Decen2@08. In the opinion of the Committee, from that
moment it was clear to the Minister that there wedeed ‘skeletons in the closet’ at ING. The
Committee has also established that, in Decemtia, 20forts were made within the Ministry — in
collaboration with DNB, ING and several hired cdtets — to develop a specific solution for ING’s
Alt-A portfolio. Until the time of the conferencelt late on Sunday evening — i.e. after the IABRIde
had been completed on 26 January 2009 — the Héuepoesentatives received no (confidential)
information about this at any point.

Considering the House of Representatives’ wishetsmbbrmed in advance (and confidentially, if
necessary) with regard to crisis measures, anah ghaesizeable financial consequences associated
with the IABF measure, the Committee is of the apirthat the House of Representatives was
informed insufficiently and inadequately of thetftitat a second intervention in ING was necessary.
The Committee is of the opinion that the MinisteFmance had sufficient time prior to the IABF
transaction to inform the House of Representatbeedidentially on this matter.

On balance, the Committee considers that the poovisf information to the House of
Representatives regarding aid to ING was incomgetenot timely on several occasions. The
Committee finds that the Minister of Finance wagligent in carrying out his duty to provide
information actively.

Parliamentary reserve could be useful if sharedartimely manner

The Minister of Finance included a parliamentaserge clause in the agreement with ING. The
Committee has established that the choice was matde report this fact explicitly to the financial
spokespersons of the House of Representativesgdilnénconference call. Partly for this reason, the
House of Representatives no longer had the pasgitailexercise influence on a transaction thaid¢ou
involve a substantial loss for the State.

In the opinion of the Committee, a parliamentaiserge can be a good instrument, provided it is

shared with the House of Representatives at adtmnich the transaction can still realistically be
adjusted.
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The role of DNB in the support-provision processguares clarification

The Ministry of Finance is of the opinion that DNBsitioned itself too strongly in favour of the
interests of ING in the period leading up to theosel provision of aid. At the same time, according
DNB the Ministry was paying too little attentionttee financial stability and solvency of ING under
these difficult circumstances. Although tensionsMeen actors are inherent in negotiations during
periods of crisis, the Committee concludes from that DNB’s position apparently requires
clarification.

In the opinion of the Committee, DNB'’s primary taslsuch a trajectory is that of prudential
supervisor. In addition, it has an important radeadviser and provider of information to the Miarst
of Finance. It follows that DNB has the responé#ipiio hit the brakes whenever negotiations are
heading in the wrong direction. The Committee fitidet DNB emphasised differing roles at different
points during the negotiations.

The position of the Ministry of Finance regardingkic assets impeded a solution for too long
For the Ministry of Finance the desire to limit to® the taxpayer was nearly always the decisive
factor in addressing the problems of ING.

The Committee is of the opinion that this is a gdagesire, although it also notes that its trati@h
into a preference for or rejection of specific $ins took on a dogmatic character at several
instances. This especially concerned the positeuento take over toxic assets.

The Committee finds that a comprehensive solutwodNG would have been possible and desirable
during the autumn of 2008. The Minister of Finaacged contrary to advice from DNB and signals
from the market by refusing a direct solution toe @lt-A portfolio. This attitude on the part ofeth
Minister and his senior officials ultimately ledacsuboptimal solution for both the State and ING,
with far-reaching consequences for ING and higtsisrfor taxpayers than were necessary.

1.4 Deposit guarantee scheme

On 7 October 2008, the European Finance Ministecgléd to increase the coverage of the deposit
guarantee scheme to at least €50,000. Before ¢kisidn, the applicable coverage was at least
€20,000 based on European regulations. On the dayehe Netherlands decided to increase its own
coverage to €100,000. The previous rate of covaratiee Netherlands had been € 40,000, with a
10% deductible for the second € 20,000.

European dynamic a reason for the adjustment

The reason for the decision to increase the coeevhthe deposit guarantee scheme in the
Netherlands was motivated by a trend towards higbarantees on savings in several European
countries. This dynamic had been gaining momenapidly following Ireland’s decision to provide a
full guarantee on the debts and deposits of thiaspest Irish banks. The French and German
governments had made a political commitment tor diflk coverage for savings in their countries.
This created an uneven playing field within Euragsulting in shifts of deposits between Member
States, as well as shifts between domestic an@jfolmnks within Member States.

The decision to increase the deposit guarantee sthén the Netherlands was a wise one
The decision of the Minister of Finance to incretmecoverage of the deposit guarantee was made
within a context in which a high degree of anxietys perceived by depositors in the Netherlands.

The Committee finds that the mobility of savinggha Netherlands was indeed high in the autumn of
2008. People had been withdrawing their savings frortis — which experienced a very high outflow
of liquid assets in September 2008 — as well an fsther Dutch institutions. Transfers of savings
peaked in October 2008, indicating an increasedlityobf savings in the Netherlands, a development
that had the potential to threaten financial sitybil
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The Committee is of the opinion that, combined wlith European dynamic, the turbulence in the
Dutch savings market created a situation in whicihdasing the coverage of the deposit guarantee
scheme in the Netherlands was a sensible measure.

Proportionality: the increase to €100,000 was unstandable

In the European context, the decision was madectease coverage to at least €50,000, as a gesture
towards the new Member States that were unabl#ddaa further increase. Nevertheless, the
decision of the joint Finance Ministers gave théhgdands the option of choosing to increase its
coverage to only € 50,000. The Finance Ministeiseho increase the coverage further to €100,000.

Under normal circumstances, the Committee woule ltansidered coverage of €100,000 excessive.
The Committee understands that the trade-off betwearal hazard and providing confidence to
depositors operates differently in times of crthisn it does in normal times. For this reason, the
Committee understands the choice not to limit boegase to amounts of €50,000. Moreover, a limited
increase would not have resolved the problem afreaven playing field within the European Union.

In this regard, the Committee notes that the dacief October 2008 to increase the coverage of the
deposit guarantee scheme to €100,000 created edertcand therefore casts a shadow. This fact must
be considered in the decision-making and commuitatgarding adjustments to the coverage.

Recommendation 1: Reduce coverage of the depositagyantee scheme and improve
communication about guarantees.

Following the TCOFS, the Committee recommends @estng the current coverage of the deposit
guarantee scheme in the Netherlands to the Eurdgeainof around €50,000. The European
Commission’s July 2010 proposal to amend the Direan deposit guarantee schemes could offer
guidelines for this purpose. The Committee furtleeommends improving communication and
information to increase consumer knowledge regarthie deposit guarantee scheme.

1.5 Icesave

In October 2008, the Icelandic bank Landsbanki thiself in acute problems. The Icesave brand was
operated by Landsbanki via a branch office in tle¢hdrlands. Savings deposits at Icesave were
guaranteed up to €20,887 by the Icelandic guaraystem; the Netherlands deposit guarantee
applied to amounts above that. When it appearddhbdcelandic guarantee system would not
immediately fulfil its obligations, the Minister ¢finance guaranteed savers on 9 October 2008that u
to €100,000 of their savings would be returnedwag or another.

On Saturday 11 October 2008, the Netherlands,id&aDGS and the Icelandic government signed a
Memorandum of Understanding. This memorandum iredugh arrangement for the Dutch Icesave
deposits that fell under Iceland’s DGS. The Netr&s would pre-finance payment of the deposits.

Critical remarks on the decision-making regardingabhdsbanki’'s accession to the Netherlands’
DGS

The Committee questions the decision-making proaitssn DNB in the context of the additional
accession of Landsbanki to the Netherlands’ degositantee system. The Committee finds that the
decision to grant topping-up was not raised on @trghe highest level within DNB. Hence doubts
about the desirability of granting topping-up werpressed too late to affect the decision. The
Committee finds this incomprehensible.

Possible consequences of bankruptcy insufficierdlyalyzed

The Committee concludes that DNB recognized thédiions inherent in the Icelandic deposit
guarantee system, even if this was only after tite@ance of the additional admission of Landsbanki
to the Netherlands’ deposit guarantee system.
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Landsbanki was of relevance to the Icelandic systémother words, a problem at Landsbanki would
almost certainly lead to a systemic crisis in IndlaThe deposit guarantee system was only very
marginally pre-funded and an ex-post apportionraétte other banks was not a realistic option at
such a size and as a consequence of a problesystemic bank. Nor could the Icelandic
government, in view of the scope and size of tiedatlwdic economy and the amount of the guaranteed
deposits, be counted on to immediately act as lsbag for the Icelandic guarantee system. The
Committee believes that, owing to these restrigtitime prompt and full fulfilment of the obligat®n
arising from the guarantee system, either withvatitout the aid of the Icelandic State, was unijkel

The Committee is of the opinion that the risks abdsbanki and the limitations of the Icelandic
deposit guarantee system should have formed grdon@NB to consider taking further action in
respect of the Icelandic deposit guarantee syssewed.

It would, at any rate, the Committee believes, Haen logical to outline the possible consequences
of Landsbanki’s bankruptcy. This does not, howereran that DNB should have anticipated the
actual fall of Landsbanki. It is an element of Hupervisor’s task to take a ‘doom scenario’ into
account, particularly if such a scenario is nobimzeivable. The Committee believes that this latter
fact applies equally to the Ministry of Finance.

Necessity of guaranteeing savings not established

In the first place, the Committee notes that thengs deposits at Icesave were covered up to €20,88
by the Icelandic guarantee system. The fact thagideration had to be given to the extent to which
the Dutch State would provide a helping hand wdisext consequence of continued default on the
part of Iceland. The Committee considers the asttaken by Iceland to be blameworthy.

By deciding to guarantee savers’ deposits, the $¢kniof Finance aimed to prevent the bankruptcy of
Icesave having such an effect on the confidensaedrs that the stability of other banks would be
endangered. The Committee has not establishecetiessity of guaranteeing the deposits of savers at
Icesave in order to ensure the stability of thafitial system. The characteristics of
Landsbanki/lcesave — foreign institution, smallrapien — entailed that problems at Icesave would no
necessarily infect Dutch financial institutionseawinder the circumstances in October 2008.

Understanding for the decision to guarantee savirdgposits to avoid unease

The Committee acknowledges that, although Icesauklmot be called a systemically relevant
institution, failure to compensate would have ledteater unease. Consequently, the Committee does
understand the Minister of Finance’s wish to conaeypnfidence-inspiring message. In addition, the
Committee considers it conceivable that compensatiGavers at Icesave, in view of the social
unease, would indeed have become politically urdalme.

Proportionality: the decision to apply increasedwarage of €100,000 was correct

On 7 October 2008, the Minister of Finance decideidcrease coverage of the Dutch deposit
guarantee system to €100,000. The Minister cowe kizcided to declare that increase not applicable
to savers at Icesave. The Committee believes, henythat the Minister acted correctly in not doing
so and in applying the increased coverage of €000@ savers at Icesave. This complies with what
the Committee typifies as a general sentimentiafiéas; otherwise, other savers would have seen
their deposits guaranteed to a higher amount, walsgtese who would actually want to appeal to
these guarantees would be excluded from doing so.

Proportionality: it was correct to exclude savingbove €100,000 from compensation

Until 7 October 2008, savings deposits of Dutchesawere guaranteed to a maximum of €40,000;
after that date the guarantee was set at a ceifi€400,000. For savers at Icesave, it was clear —
should have been clear — that their savings weseguaranteed to a limited amount.

The Committee concluded earlier that the Ministasworrect in deciding to apply the increased
coverage of €100,000 to savers at Icesave. Lospa&osgation to savers at Icesave above €100,000
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would have exceeded the coverage of the depogiagige system and was more than savers could
count on. The Committee sees no grounds for fulipgnsation of savers at Icesave.

Guarantee was responsible risk

At the time of the decision of 9 October 2008 toyinle a guarantee, albeit provisional, for savings
deposits at Icesave, there was as yet no agreewtarthe Icelandic authorities. Nor was it likelg,

the opinion of the Committee, that the Icelandipaigt guarantee system would be able to proceed to
make payments in the short term.

The Committee ascertains that in deciding to p@djuarantee, the Minister of Finance took a risk.
That risk was acknowledged but was balanced agtiestecessity of providing a signal to savers in
the Netherlands. The Committee considers the csiweiuhat the Minister carefully prepared his
decision before telling savers that their depasasld be returned ‘one way or another’ justifiable.
The Minister, the Committee believes, took a respua risk in doing so.

Doubts about Iceland’s attitude

The Committee has reservations concerning thei@gtiof the Icelandic authorities in the period
following the 11 October 2008 signing of the Menmmaiam of Understanding. Although a
Memorandum of Understanding is not formally bindomgthe parties, the Committee finds that the
rejection of every obligation during the ensuingi@e raises doubts concerning the good faith of
Iceland.

Recommendation 2: Improve insight into the gualityof banks

The Committee considers it undesirable that ‘snsal/ers run a risk with their savings. At the same
time, the Committee believes that, above a celitait, savers can be expected to carry out a gertai
degree of research before opting to entrust tlagings to a particular bank. In the light of thedave
case, the Committee is of the opinion that savecse than is the case at present, should be given
insight into the quality of banks. The Committefers in this context to the recommendation ‘More
transparency in implementing supervision’ in theearch carried out by the TCOFS. As an additional
element of this recommendation, the TCOFS advisatthe supervisor proceed to periodically

publish solvency information. The Committee hasesined that there has as yet been no response to
that advice. It does, however, believe that thiememendation should be implemented without delay.

1.6 Capital provision facility

The capital provision facility was presented by Bhéch authorities on Thursday 9 October 2008. The
government committed to providing capital to baakd insurers which, as a result of the financial
crisis, were unable to meet the capital requiremesiich DNB considered necessary. This facility
was one element of a package of measures aimepliglitly injection and capital provision, with the
aim of assuring the stability of and confidencéhi@ Dutch financial system and to protect the
financial organisations forming part of that system

Following the announcement of the facility on 12@er 2008, ING became the first institution to
receive a capital injection amounting to €10 billi®n 28 October 2008, AEGON followed with an
injection of €3 billion. On 13 November 2008, itsvannounced that SNS REAAL had received a
capital injection of €750 million. This institutiomas also given a further €500 million in capitel v
its majority shareholder Stichting Beheer SNS REAAEGON has since paid the amount back in
full. As from 2012, ING still has another €3 biltido remit; an amount of €565 million is still owed
by SNS REAAL.

Capital provision facility was necessary
The Netherlands authorities presented the capitaigion facility on 9 October 2008.

The Committee ascertains that, in the course 08 20@ pressure on financial institutions’
shareholders’ equity was steadily rising owing éeelopments and uncertainties in the financial
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markets, such as the increase of impairments gobdations, whereas, in fact, financial markets
specifically require more and qualitatively bettapital.

The Committee is of the opinion that the capitavsion facility was necessary. In the first plaites
is owing to the message conveyed by the governrireptesenting the facility as an element of a
package of measures, the government put acrosedbisite message that it was taking action to
guarantee the stability of and confidence in thécBdinancial system. Secondly, the facility was
necessary as institutions were actually in neazhpital. The facility ensured that, if necessary,
institutions could turn to the State.

The Committee concludes that the facility as welita utilisation contributed to the objective of
guaranteeing the stability of and confidence inDiéch financial system and protecting the finahcia
organisations which are part of that system.

Capital provision facility was proportionate

The facility, as presented by the authorities, hefich room for customisation. Each request for a
capital injection would be evaluated individuallydethe shape this took could, in principle, be
determined for each injection separately.

The Committee ascertains that at the presentatioouat was deliberately taken of the possibiligtth
circumstances might change. Furthermore, the Minist Finance immediately made the substantial
amount of €20 billion available, but no ceiling wassigned to the facility. This was in order toidvo
doubts within the market as to whether the amowntlavbe sufficient. In addition, the target group
was formulated broadly: both banks and insurergdcappeal to the facility, and no distinction was
made with regard to systemic relevance.

The Committee is of the opinion that the facilitgsyoroportionate. Firstly, the approach opted for
with the facility underlined the message of conficie which the government wished to convey.
Secondly, the State had all the scope it needdddile in each case on access to the facility lad t
conditions (such as issue price and coupon) thed attached to the recapitalisation.

Preparation for solvability problems inadequate ¢ime part of DNB and Ministry of Finance

The Committee ascertains that the Ministry and DBi#lised too late that fulfilling prudential
standards was insufficient in times of crisis. Theynot fully allow for the possible consequenoés
the restricted capitalisation of the financial syst It is a lost opportunity for both DNB and the
Ministry of Finance that they did not jointly drayp possible scenarios and instruments aimed at
addressing both solvability problems among insting and a systemic crisis.

The Committee believes that the need for a capitalision facility would have been less substantial
had both the supervisor and the financial instiidimade a better and more timely estimate of the
risks in relation to the low capital buffers andifzcted on that knowledge. DNB could, for example,
have insisted that institutions maintain higheritedypuffers and, in extreme cases, ordered
institutions to do so.

Capital provision by means of Core Tier 1 securiiwas an understandable choice

In coming forward with the capital provision fatyli the exact substance of the conditions under
which recapitalisation would take place were Igftn. The State made sure it had sufficient scope to
determine its own position during negotiations vitstitutions. After the first injection (ING), the
terms and conditions of the facility were largetyablished, meaning that the Minister of Finance
effectively abandoned the idea of customisation.

The Committee ascertains that the government caorié all capital injections in the form of Core
Tier 1 (CT1) securities. These securities contgdub the necessary reinforcement of the corealapit
of institutions. Also, both the State and the tugibns had the opportunity to attach the desired
conditions to the securities — among other thitgsns relating to the coupon and repayment fees.
This meant that the State would be less dependeptice developments at institutions than if the
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State had acquired shares. No governance confitibished to the Core Tier 1 securities. The State
did stipulate a form of control by proposing twormizers of the supervisory board. The Committee
determines that this does not necessarily meangdstontrol was obtained than in the case okeshar
acquisition. Control by means of shares is, afleaso dependent on the way in which control is
exercised by the shareholder.

The Committee is of the opinion that opting for G3&curities was a superior alternative to a
construction based on shares. The Committee bslignat from the perspective of efficiency,
uniformity and equality, the choice of a single hwat of recapitalisation was well-founded. This
should, however, according to the Committee, haenbmore emphatically communicated to the
House of Representatives and the institutions.

Absence of international burden sharing

Many of the problems at Dutch institutions weressliby activities outside the Netherlands. The
costs for dealing with these problems however waagely borne by the Netherlands. No agreements
were made on burden sharing between governmehgs @iithin or outside the European Union.
Efforts were made, however, to maintain a leveyipig field within the European Union.

The Committee ascertains that partly through thartsfof the Ministry of Finance in respect of
European coordination, a level playing field wasated for financial institutions in Europe to the
greatest possible extent. All Member States reaaljegement on an approach in which
recapitalisation would play a role. The Europeam@iission subsequently issued further notices in
which it reported how it would test this aid. ThatEh government, partly as a result of these
European directives, indicated its willingness itovide capital to subsidiaries of foreign financial
organisations or groups with registered officethaNetherlands. This did, however, not occur in
practice. Nor were there agreements made outsiddEulopean Union on burden sharing. The
Committee ascertains that ING and AEGON did notityuor the aid programme in the United
States (the so-called TARP).

The Committee is of the opinion that with the efan respect of European coordination, a form of
equality and assurance among financial institutivas established in the European Union. However,
the Committee does ascertain that this in no wagtitoited any form of burden sharing within
Europe.

Following the fall of Lehman Brothers, the Nethertads successfully initiated a coordinated
European approach

Owing to the emphasis placed by the Minister oBRge on the necessity of recapitalisation, a policy
guideline was deployed which turned out to be lusiful and necessary. Partly in response to the
plans in the United States (TARP initiative), theMtry of Finance realised that a coordinated
European approach and a European response weredneed

The Committee determines that the way in whichcafs of the Ministry of Finance and the Ministry
of General Affairs worked together, as well as¢heperation between the Minister of Finance and
the Prime Minister in approaching the European guwent leaders — in particular the French
President Sarkozy (then President of the Europeamdcil) — contributed to a successful European
coordination.

The Committee is therefore of the opinion that thigative has contributed positively to the
establishment of a coordinated European approach.

Shaping and presentation of facility were activefckled, but steering group was not informed by
the Minister of Finance

As a result of the European coordination, on 9 Betahe Dutch government — before the European
summit on 12 October and without having held caasioins with the House of Representatives —
presented a facility which would largely correspomdimilar initiatives in other countries.
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The Committee ascertains that the Ministry of Fogaand DNB considered swift publication a
necessity, on the one hand because of the Britzsts pvhich had already appeared, and on the other
because of the impending need for aid expresséd®yand AEGON. The Minister of Finance did
consult with the steering group Financial Stabfiitpancial Markets on the policy concerning
recapitalisation, but not in regard to the catalvision facility itself. Nor did the Minister infm his
colleagues in the Council of Ministers.

The Committee is of the opinion that, althoughghaping and the presentation of the facility were
very actively dealt with, in view of his positiohg Minister of Finance should, at any rate, have
further informed the steering group on the subs&tari¢the measures which the Minister presented on
9 October 2008.

The House of Representatives should have been we@lin consultation at an earlier point, but did
not fully utilise the scope for possible modificatis

The House of Representatives was only informed®@dtober 2008, after the presentation of the
facility to the press on 9 October 2008 and abvis request. The scope for the House to suggest any
desired modifications in the facility was limitddoreover, the scope that was available was not full
utilised by the House.

While the Committee can understand the CabinetisladB’s wish to quickly present the facility, it
believes that this should only have taken pladeviohg consultation with the House as there was
scope for some form of consultation with the Hoddee Minister of Finance should have pointed out
the intention to create a facility to the Housee Minister had an opportunity to do so during the
debate on Fortis of 8 October with the House ofrBsgntatives. The Committee ascertains that the
Minister only referred to the conclusions of the@®IN Council of 7 October, in which
recapitalisation, of which the Netherlands was @roaate, was proposed as a possible form of aid.

The Committee is of the opinion that the House inasfficiently involved prior to the announcement
of the capital provision facility. The House madmwriled use of the opportunities to amend the form
and substance of the facility. The House gave thmesiiér of Finance scope, within a very extensive
framework, to expend up to €20 billion, which was imcluded in the budget and on which no
consultation with the House took place.

Recapitalisation failed to include agreements ortkiing causes of balance sheet problems

With regard to the implementation of the capitavision facility, the Committee ascertains that the
Minister of Finance’s departure point was to avaiking over risks from financial institutions. The
focus was on reinforcing the shareholders’ equiiy @ot on taking over toxic assets. Aid by means of
reinforcing the capital base would, according ® Minister, require comparatively fewer resources.
As the magnitude of the banks’ balance sheetshanddset portfolios of some banks were enormous,
tackling toxic assets would have demanded a grdaf@oyment of resources.

The Committee concurs that the recapitalisatiom@ggh could potentially have limited the size @ th
required aid. It does, however, believe that raafipation, whether or not in combination with
takeover or the setting aside of toxic assets chale contributed to increasing the effectivendss o
the aid.

In opting for recapitalisation, the condition oféaning up the balance sheet" was neglected in
practice. This condition was announced by bothMiréster of Finance and DNB. No form of
agreement was made with institutions to ‘put theises in order’ in any of the capital injectioses
examined, not even with reference to the futurés ay have resulted in fundamental problems at
institutions remaining unresolved. The Committesedsins that this was definitely the case with
ING. From the terms that the European Commissitatiaed to its approval of the aid given, it
appears that conditions related to putting affiairsrder could indeed have been stipulated.
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The Committee is of the opinion that by not stifinigthe condition that institutions tackle the
underlying problems if they received a capital étijen, the burdens and risks incurred by the
government increased unnecessarily.

Minister of Finance and president of DNB approachgaoblems differently
The Minister of Finance and the president of DNiBtjg presented a package of measures on 9
October 2008 with the aim of assuring the stabditand confidence in the Dutch financial system.

The Committee finds that, initially, the cooperatimetween both parties did not progress smoothly.
The Minister of Finance saw recapitalisation asah&wer, whereas the president of DNB also
proposed takeover of toxic assets. The Ministetinoad to object to an approach in which toxic
assets — and hence institutional risks — wouldakert over by the State. In the presentation of the
plans on 9 October 2008, recapitalisation was @utdrd as the solution.

Although a contribution by the State to a solufiontoxic assets was not excluded, the Committee
ascertains, with reference to the ING case, thagjbor this solution was in fact deferred forlasg
as possible.

Minister of Finance ascribes no uniform role to DNB1 determining the amount of capital required
At the presentation of the measure, the Ministdfin&nce indicated that capital would be providpd u
to the levels considered necessary by the superdB is one of the Minister of Finance’s advisers
in determining the size of the aid needed and,rddap to the Minister, is in fact the most impoitan
advisory body.

The Committee, however, ascertains that DNB’s adwit the size of the aid needed was not always
followed up. In the case of AEGON, for example, DhiBhed for a higher capitalisation. The Minister
of Finance actually also sought advice from a thady and did not ultimately follow the sole advic
of DNB.

The Committee is of the opinion that this was adenstandable decision. The Minister of Finance,
also taking into account the interests of taxpay®exde an independent decision on the ultimate size
of the capital provision. The Committee concludéh wegard to the three capital injections that the
determination of the size of these injections dreddivision of roles between the Ministry of Financ
and DNB clearly left a lot to be desired in the vadiglarity.

Injection into AEGON: adequate measure, but chaaily established
On 28 October 2008, the State and AEGON agreedcapital injection of €3 billion, including the
option for AEGON to repay €1 billion under conditgfavourable to the company.

The Committee ascertains that the capital injedfiohEGON was in compliance with the conditions
and objectives of the capital provision facilitgitially, the Ministry of Finance and DNB did not
realise the urgency and necessity of providing@@EGON. In fact, AEGON's request for help at
that time came as something of a surprise to thesty and DNB. The Ministry had to carry out
research to determine the necessity of the capjedtions and their proportionality. This givegth
Committee the impression that not only the Minidity also the supervisor had to rely on information
as provided by AEGON itself to a greater extent thay would have wished. The Committee also
ascertains that DNB did not possess the dynamitigedinancial position of AEGON it required in
retrospect as a result of the AEGON supervisonctire. In addition to DNB’s advice, the Ministry
of Finance relied heavily on the advice of exteadhliser Rothschild.

DNB and the Ministry of Finance believed that AEG@isls in fact a fundamentally sound and viable
institution that, in view of uncertainties in therket, had dropped by for a ‘warm blanket’. The
Committee ascertains that AEGON was aware of taeging market circumstances in good time.
The capital injection in AEGON turned out to beeetfve: AEGON realized its objective of retaining
its AA rating and the aid was repaid reasonablgkjyi
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The Committee is of the opinion that the injectioio AEGON was adequate. It also, however,
believes that the process to determine the negessitthe correct form and size of the capital
injection progressed chaotically. Right up to timalfnegotiations with AEGON, there was ambiguity
about the form and the amount of aid AEGON woutindtely receive.

The Committee can appreciate the Minister of Fieanpreference for a type of injection into
AEGON similar to the one into ING. It does, howeuslieve that the Ministry should have informed
AEGON earlier of objections made at the MinistryAlIBGON’s preference for a loan facility.

Injection into SNS REAAL: necessary

On 12 November 2008, agreement was reached betive&tate and SNS REAAL on a capital
injection into SNS REAAL of €750 million. In addith to the State, Stichting Beheer SNS REAAL
injected €500 million of capital into SNS REAAL,ibging the total amount of capital provided to
€1.25 billion.

The Committee ascertains that the capital injedtidBNS REAAL was in compliance with the
conditions and objectives of the capital providiacility. The Committee is of the opinion that DNB
correctly exercised pressure on SNS REAAL to regaespital injection from the State. A
contribution from the Stichting Beheer SNS REAAItiadly appeared to SNS REAAL to be
sufficient. Unlike in the case of AEGON, the Mimisbf Finance’s decision on the size of the capital
injection was primarily based on input from DNB.tBdhe Ministry and DNB were of the opinion
that SNS REAAL was, in essence, a sound and viabtitution. DNB appears to have estimated the
risks at the time of the intervention at a sufiitig high level.

The Committee is of the opinion that the injectioi® SNS REAAL was necessary. Furthermore, the
Committee believes that, in addition to a contiitiufrom the State, the private contribution magie b
Stichting Beheer SNS REAAL was a positive move. gxding to the Committee, the construction as
set up with SNS REAAL was carefully thought outeT®@ommittee does, however, point out that no
agreements were made with SNS REAAL on ‘cleaninghebalance sheet’ with respect to the
institution’s state of health.

Recommendation 3: Recapitalisation in accordance i capital provision facility

At the European level, stress tests were introdacedinformation was publicised on which
institutions had insufficient capital buffers. TBemmittee confirms the importance of capital bugfer
that are sufficiently high, so as to safeguardsthadility of organisations and the financial systédime
Committee is of the opinion that if it appears thatinstitution does not meet the prior capital
requirements stipulated, that institution is itsddfiged to supplement its buffers. It should iisth
regard be clear to the institution and the markat if an organisation cannot independently improve
its capital position, the State may proceed toocdenpulsory recapitalisation. The State must akvay
have the option of making a final evaluation awh®ther recapitalisation will occur and under which
conditions. The Committee is of the opinion thaea&aluation in ‘peaceful’ times can have a différen
outcome to one in times of crisis. In the eventridis the risk of infection of the financial syste

plays a larger role and the issue of recapitatisatiill arise at an earlier stage than in ‘peacdfies.

If recapitalisation is called for, the Committeeaenmends that it be carried out in accordance with
the capital provision facility. In order to enstihat capital injections by the State remain adesort
—also in view of institutions’ own responsibiliznd the danger of the moral hazard associated with
government guarantees — the provision of suchtadld be framed in stringent conditions for the
institutions. A balance should be sought betweemttessity of reinforcing the buffers and the
ultimate price to be paid by an institution.

1.7 Guarantee scheme

Op 13 October 2008, the State announced the inttimtiuof a guarantee scheme for bank loans. On
23 October 2008, the scheme took effect with angedf €200 million. A total of six banks made use
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of the scheme at different times in 2008 and 20@8sePlan, NIBC, SNS Bank, Fortis Bank

Nederland, ING Bank and Achmea Hypotheekbank. Tegethey issued an amount of around €50.3
billion in loans with a state guarantee. Up tophesent time, the State has not needed to make any
expenditure resulting from execution of the guagastgranted. Revenue has been generated, however,
as the State receives a premium for granting tlaeagiees. Up to the reference date of 1 February
2012, the State has received some €893 milliouarantee premiums.

Introduction of guarantee scheme was necessary

The Cabinet considered the guarantee scheme farlbans within the European context of the time
to be a necessary measure. There was a risk tregtars in particular would be interested in state
guaranteed loans. That could have had disadvantagemsequences for the Dutch banks if the
Netherlands did not introduce a guarantee schetregliarantee scheme was also important in terms
of getting the message across to the market @aqillity and confidence in the financial system
would be restored with a coordinated approachéctlsis by the various European governments.

The Committee concludes that, within the Europearext of the time, the Cabinet based its
assessment of the guarantee scheme as necessalgvamt grounds. The Committee also sees the
guarantee scheme as an important instrument foessidg the refinancing problems of banks. In the
opinion of the Committee, the guarantee schemeaibated to financial stability in the Netherlands.

The Committee considers it wise that the Cabirgidit opt to take a different course within the
European Union.

€200 billion was proportionate amount
The amount of €200 billion made available for thamgntee scheme proved more than adequate.

The Committee concludes that, also in view of ttevigy of the crisis and the necessity of restoring
confidence, the amount opted for was proportiongte. Committee considers it prudent that the
Cabinet opted to make a large amount availablé fighlm the moment the guarantee scheme was
announced, thus ensuring that no doubts could abiset whether the resources would be sufficient.

Ministry of Finance should have outlined target gop and conditions more strictly

The guarantee scheme was intended for banks vidtiteh banking license that carry out ‘substantial
activities’ in the Netherlands. In October 200& Ministry of Finance was not, however, fully aware
of which companies were in possession of a barlidegse and what should be understood under
‘substantial activities’. Thanks to this ‘substahfictivities’ criterion, the Minister of Financedhin

fact discretionary power to determine which bankisindeed carry out such activities. A concrete
definition of the ‘substantial activities’ conditimnly came about in the summer of 2009, when & wa
decided that the amount in deposits held by a badkor the amount a bank held in loans in the
Netherlands would serve as a basis. Minimum amowets fixed in this regard. This interpretation of
the ‘substantial activities’ criterion was nevepksitly publicised. It was only in the summer d3@
that the Ministry decided that in assessing a retfiee a guarantee, the role of the individual
institution in the economy as a whole and its intgace for the stability of the financial sector Wwbu
be taken into account. This ensured that the Minist Finance kept discretionary power.

The Committee concludes that no fundamental dismugd the target group in relation to the
conditions of the guarantee scheme took place toli@c 2008 at the Ministry of Finance.

The Committee is of the opinion that the guarastdeme’s defined target group — banks with a
Dutch banking license that carry out ‘substantaivities’ in the Netherlands — is a logical one in
principle. The Committee believes that with thebstantial activities’ condition, the Minister
possessed discretionary power. This power showld haen more sharply and more explicitly
formulated, including both the aspect of substabaking activities and the importance of the bank
for financial stability. The Committee concludeattthe Minister should have explicitly referred to
this discretionary power in October 2008.

25



The Minister of Finance could and should have apgtl his discretionary power

The Ministry of Finance was of the opinion thattbbeasePlan and Achmea Hypotheekbank fulfilled
the conditions of the guarantee scheme. The regjtmsguarantees submitted by LeasePlan and
Achmea Hypotheekbank were granted on 9 Decembed 200 28 October 2009 respectively.

The Committee believes that the Minister could simould have applied his discretionary power to
reject the requests of LeasePlan and Achmea Hygkithek. The Committee considers that, as a car
leasing company, LeasePlan was not a bank withamuiied activities in the autumn of 2008. Where
Achmea Hypotheekbank is concerned, the Committestouns the importance of the bank for
financial stability in the autumn of 2009, one yaéer the introduction of the guarantee scheme.

The Minister of Finance could and should have takemore time to draft and publish the conditions
The introduction of guarantee schemes was a j@aistbn of the countries in the euro area, and the
announcement of the guarantee scheme in the Natldsrtook place directly following the decisions
made in the European Summit meeting of 12 Octdkaording to the media, the announcement of
the scheme had a positive effect on the market.éstew whereas DNB had left some scope for
implementing the guarantee scheme at a later potimhe — there was, according to DNB, no
guestion of urgent refinancing problems at the bankOctober — the Minister of Finance did not
perceive this scope. The Minister believed it neagsto come forward as quickly as possible with th
publication of the conditions, in order to convhg message to the market that the government was
ready to offer support.

The Committee concludes that the great speed witbhithe conditions of the scheme were
published led, among other things, to the HoudRagresentatives only getting involved in the
guarantee scheme at a very late stage.

The Committee believes that the Minister could simould have taken more time to draft and publish
the conditions of the guarantee scheme. The Coeerigtof the opinion that the mere announcement
of the introduction of the guarantee scheme woaklEtbeen a sufficient message to the market.

Guarantee scheme helped to kick-start financial &ec

In total, the six participating institutions issusa amount of around €50 billion in state guarashtee
loans. However, the introduction of the schemeniah @f itself was nowhere near adequate. The grant
of a state guarantee provided no assurance ofcassfal issue: both LeasePlan and NIBC had
difficulty in finding Dutch buyers — which is impi@ant in arousing the interest of foreign investers

for their state guaranteed loans. Various banke weductant about submitting a request, owing o th
possible stigma associated with these loans. Itomgsafter the Ministry of Finance had conveneel th
financial institutions on a number of occasions pathted out the collective interests of a sucegssf
guarantee scheme that financial loans betweetitistis got underway again.

The Committee believes it is plausible that thergogee scheme helped to kick-start the financial
sectors in the Netherlands and hence, accorditiget€ommittee, contributed to financial stability i
the Netherlands.

No direct link between guarantee scheme and crgddvision demonstrated

According to the banks, the guarantee scheme offesmlution to the refinancing of expiring loans,
which meant that no other interventions, such aggemisations or the disposal of credit portfolios,
were required. Such interventions could, the b&steved, affect credit provision to companies and
private individuals.

The Committee concludes that a direct link betwtberguarantee scheme and the extent of credit

provision by the banks to companies and privateviddals was neither investigated nor
demonstrated.
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Ministry of Finance acted from incorrect assumptisregarding problems

DNB was less concerned about the absence of regioegiuarantees in the autumn of 2008 than the
Ministry of Finance. With DNB's insight into thegliidity position of the banks, it did not consider
the situation quite so urgent at that point. Moexp®NB was in a position to, if necessary, ‘enérc
banks to take recourse to the guarantee schemeeabhwhich, however, did not come about. The
Ministry appears to have been insufficiently awairénis and was lead by signals from individual
bankers. The Ministry therefore saw reason — wieeather banks reported to the office after
LeasePlan and NIBC — to urge banks to utilise tlerantee scheme.

The Committee concludes that the Ministry of Firacted from the assumption that various banks
in the Netherlands would find themselves in seri@fimancing problems if they did not make use of
the guarantee scheme.

The Committee is of the opinion that there wasfigant communication between the Ministry of
Finance and DNB. As a result, the Ministry did reslise there was no need to promote the use of the
guarantee scheme. The Committee believes that DiBld have informed the Ministry of the exact
size of the refinancing problem among Dutch baAk&l the Ministry, for its part, should have
requested this information from DNB. On the grouaflthis information, the Ministry could also

have concluded that, based on the need for refingnihere was no call for a hasty publicationha t
conditions of the scheme.

Financial institutions insufficiently aware of cokctive interests

All parties involved believed the Ministry of Finggis initiative to reach agreements with a numliier o
banks regarding the order of the first issues utifteguarantee scheme to be a good idea. The
Ministry of Finance’s preference to have a largekdssuch as ING give the kick-off to the scheme also
met with consensus. According to the Ministry, ateinational bank with a large customer base
would find it easier to place state guaranteedddhan a relatively small and unknown bank. The
Committee attributes full blame to the banks far thilure of the Ministry of Finance’s efforts to
coordinate the issues.

The financial institutions only started to chanigeit behaviour when the Ministry of Finance
emphatically highlighted their collective intereatsd their responsibility to society. It took uritie
meeting in January 2009 for the Dutch financiatitn8ons to show any willingness to buy state
guaranteed debt paper. The Committee concludeshéh&utch financial institutions were
insufficiently mindful of their collective interesin an effectively functioning capital market.

The interests of individual financial institutioase sometimes diametrically opposed, particularly i
times of financial crisis. In addition, fear ofggtiatisation certainly played a role. However, the
Committee fails to understand why the financiatitnons and the banks did not appear capable —
not even within the Dutch Banking Association (N\ABdf coming forward with solutions for
problems affecting everyone in this serious systdinancial crisis.

Minister of Finance should have communicated risked conditions more clearly

The introduction of the guarantee scheme entaiedypes of risk. The first consisted of a riskitha
the State would have to pay out a certain amouatiate when a bank could no longer meet its
obligations to repay a state guaranteed loan. Sgahis risk also had an impact on the costs at
which the Dutch State could borrow. It was, howeueclear just how great these risks were. Prior to
the introduction of the guarantee scheme it wa®saible to make a realistic estimation of the risks
for the State, as they depended on too many difféaetors.

With the introduction of the guarantee scheme theeghment assumed financial risks. The

Committee concludes that the Minister of Financkntit clearly communicate what these risks
entailed.
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The Committee believes that the Minister of Finastteuld have communicated more clearly on the
risks. While a minister must exude confidenceimeis of crisis, he must, however, also provide
insight into the risks. A clear explanation of fessible, but perhaps less likely, risks would haige
created the desired effect. The Committee is obhrion that, in his communication, the Minister
should have pointed out the fact that guaranteewtioome for free: the risks affect the costs for
Dutch state loans. The Committee moreover belithegsthe communication with the House of
Representatives on the risks of the guarantee scheuold and should have been more effective. The
Minister could, for instance, have more explictlyd transparently informed the House of the rigks o
the guarantee scheme for the State, possibly amédential meeting.

The conditions of the guarantee scheme could @ge heen communicated better and earlier; despite
the narrow window for the decision-making procéiss,House could and should have received the
draft conditions. Finally, the Committee is of thy@nion that the House of Representatives itself
could have examined the risks and conditions ofjtrerantee scheme more carefully.

The House was given and took little time for dissign on guarantee scheme
The Minister of Finance declared that the necesseged of publication left him with no scope to
hold an in-depth discussion with the House pridh®implementation of the guarantee scheme.

However, the Committee ascertains that, accordirige banks and DNB, there was in fact scope, as
the banks’ refinancing problems were not yet urgent

The Committee considers that the Ministry could simould have used this scope in the decision-
making process. The interest of involving the Hopisiperly weighs heavier, the Committee feels,
than the anticipated effects of a hasty publicatowrihe market, which are largely unforeseeable T
Committee, however, also feels that following pcadtion of the conditions, the House could and
should have scheduled more time to discuss andewtezessary, adjust the conditions of the
guarantee scheme.

Recommendation 4: Include guarantee scheme in congiensive package

The Committee ascertains that the financial casid007-2009 and the drying up of the capital
markets made banks aware that a major dependerttyea markets could lead to financing
problems. It can be ascertained that, right ubiégoresent time, the capital markets no longertfomc
as they did at the time when the first signs ofdieglit crisis became visible. The Committee belgev
that the guarantee scheme is good to have asiagemnty back-up plan. Provided it is adjusted — not
only with respect to target group and conditionsdiso where implementation and follow-up are
concerned — to the context and circumstances obsesjuent systemic financial crisis, a guarantee
scheme forms part of the comprehensive packagestiiments that the government should have in
place in order to adequately tackle a financiaisri

The Committee does believe in this regard that anth sufficient capital buffers will have lessete
for a guarantee scheme. A reinforced capital pos#imong banks is therefore, in the eyes of the
Committee, a priority in order to minimise as farpssible the risk of having to fall back on State
guarantees.

1.8 Crisis management: action taken by the authoriés

Crisis management can be defined as a systemauioagh that aims to avoid or at any rate control
possible crises. Four phases of crisis managenaargenerally be distinguished. In the preparation
phase, under normal circumstances, preparationsade to withstand a possible crisis. This phase
focuses on planning activities, such as draftirepados and manuals setting out the agreements made
on the division of tasks, communication lines dmal dnticipated responses of different bodies. én th
alarm phase, possible risks are identified andyardl The acute crisis phase begins if the crizés d
indeed occur and focuses on monitoring and coirigothe crisis situation. The last phase of crisis
management concerns follow-up measures. This pteaseomprise a broad range of highly divergent
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aspects and is largely determined by the typeisisdhat unfolded. An element that almost always
crops up in this last phase is the evaluation efrésponse the crisis elicited from the bodieslira
Therefore it is generally referred to as the evadngphase.

1.8.1 Action prior to the crisis: preparation pha® and alarm phase

The Committee investigated how the Cabinet, theidifiyn of Finance and the supervisory bodies
prepared to control a possible financial crisis Bmaihat extent they anticipated the possible tisraa
the Dutch financial system. The Committee strefse$act that financial institutions themselves are
first and foremost responsible for an effective aodnd business model.

DNB focused primarily on the issue of liquidity ithe course of 2007 and 2008

Sometime during the summer of 2007, DNB startadtensify its regular monitoring activities. In
mid-September 2007, a special crisis monitoringiteas set up. At the end of 2007, DNB
established that a liquidity crisis was occurriD@\B also concluded that the Dutch institutions vaoul
be confronted with impairments and depreciatiorisamuld experience limited effects of the
subprime problems. DNB did not warn the MinistryFafiance that institutional solvability problems
were a reason for concern. The Committee ascettaasn the course of 2008, DNB maintained its
focus on the issue of liquidity. DNB saw no reasmtighten up capital requirements for financial
institutions.

The Committee is of the opinion that the intensifigonitoring by DNB did not lead to the desired
result. According to the Committee, DNB’s actiomsrmbnstrate a major shortcoming, in that the
distinction between liquidity and solvability preiphs at financial institutions was upheld for tondo
Until the fall of Lehman Brothers, too little acetwas taken of the possibility of solvability

problems among Dutch institutions, whereas it ecigely in a crisis that the distinction between
liquidity and solvability becomes less relevang tme can lead to the other. The Committee believes
that DNB failed to adequately follow up on the sitgnand problems which it had itself observed.

DNB, the Ministry of Finance and the Cabinet insuéfiently prepared for intervention during the
financial crisis

In the spring of 2008, DNB investigated the interien instruments (bankruptcy laws) and came to

the conclusion that they were insufficient. It aframe clear to DNB that the fall of a systemitkba
could have extremely major consequences. The Cdeerfinds that before the fall of Lehman

Brothers, DNB did not reflect on the possible insients to be deployed to tackle these consequences,
nor involve the Ministry of Finance in relevant soitations. Policy decisions or scenarios thataoul
have played a role in providing solvability aidtbe provision of guarantees were not thought

through. DNB did, however, prepare for the provisid emergency credits.

In September 2008, the Ministry of Finance setguitlelines for controlling financial crises in the
financial sectorlandboek beheersing financiéle crises in de findlecectoy. The Committee has
found that these guidelines did not contain anycoete policy decisions or descriptions of possible
crisis measures in the event of solvability protdarising at individual financial institutions. The
Committee also ascertains that at the MinistryinhRce no other preparations were made to deploy
crisis measures.

At the Cabinet level, no exercises took place imnctvia financial crisis was simulated and such
scenarios were never worked out. Although the Mati€risis Decision-Making Handbook
(Nationaal Handboek Crisisbesluitvormingas drawn up at the Cabinet level, this handbuothe
Committee’s opinion, is aimed at controlling theet national security or public health but offecs
guidelines for dealing with a financial crisis.

It is the Committee’s belief that DNB, the Ministo§ Finance and the Cabinet should have been better

prepared for a financial crisis before it occurr&dcording to the Committee, plans should have been
in place for the event of solvability problemsiaghcial institutions or problems within the systam
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such. Owing to the lack of such plans, the instmisigo protect the financial system and tackle the
financial crisis, including all relevant policy dsions, were only developed during the acute crisis
phase.

Existent agreements between the Ministry of Finarezed DNB not sufficient in case of solvability
crises

Prior to the crisis, DNB and the Ministry of Finantook part in a number of exercises in which
problems related to a financial institution wemauslated. Based on these exercises, in 2007 DNB and
the Ministry of Finance agreed in a Memorandum onélefstanding (MoU) to exchange information
and consult on matters pertaining to financial iStgland crisis management. The Committee
ascertains that this MoU was not used as a guiéliming the crisis. Contrary to the agreements in
the MoU, it was not DNB but the Ministry of Finanttet functioned as crisis manager. The
Committee ascertains that no clear agreementsmade in the MoU regarding the time at which
DNB would report situations potentially giving risesolvability problems at financial institutiots

the Ministry. The Committee believes that the atitie for sharing information lies with DNB and not
with the Ministry of Finance. During the crisis, BNnly informed the Ministry when government
intervention was unavoidable. DNB shared more médron in those cases than was possible on the
basis of the MoU.

As solvability problems did arise during the crigsle Committee considers it understandable tleat th
MoU was not adhered to. The Minister of Financeter all, the only authorised party to deploy
public resources and is therefore the designaisid cnanager. His judgement of the financial ponaiti

of institutions depends on confidential supervisafgrmation which can only be provided by DNB.
The MoU insufficiently provided for this. The Contiaie is of the opinion that the agreements set out
in the MoU were too focused on solving a liquiditysis. Moreover, the Committee believes that in
sharing information, including confidential supestly information, DNB made the right decision.
The Committee believes that the Minister of Finasioeuld be able to form promptly an independent
opinion of the need, proportionality and time dkitvention.

DNB identifies macro-economic risks but focuses action at individual institutions

DNB observed macro-economic imbalances, such ast¢heasing housing market problems in the
United States, but undertook no action such astaggihe solvability requirements. In implementing
its supervision, DNB tried to strike a balance lEgwrestricting the risks and avoiding unnecegsaril
damaging institutions, for example by compromidimgjir competitive position or putting across a
negative message to the market. The Committeetastethat, in weighing up these two aspects,
DNB put the interests of institutions first. In ti€OFS report ‘Credit lost’ it has already beenped
out that the supervisor operated primarily froregal perspective and was insufficiently quick in
taking actual measures. The Committee ascertaatlor to the crisis, DNB focused for too long on
individual institutions and on meeting micro-prutiehstandards. The Committee concludes that
DNB had too little insight into the interwoven nigwf the financial institutions and the possible
problems that could arise on the scale of a systernsis.

The Committee believes that DNB in executing ititaying activities took insufficient account of
the possible harmful consequences of macro-econionbiglances for the financial system. The
Committee furthermore believes that, prior to thisig, DNB inaccurately assumed that if the risks
within individual financial institutions were maresple, the stability of the system would be
sufficiently assured. During the credit crisis éclame clear that the requirements imposed by the
supervisor were inadequate in avoiding a systensisc

At no point did the Netherlands Authority for theifancial Markets (AFM) play a leading or
contributory role in drafting crisis measures

The AFM was not directly involved in the crisis rsaees. Prior to the summer of 2008, the AFM
identified and analysed risks relating to the viidureof assets on financial institutions’ balanbeets.
It had already pointed out the possible risks latien to financial reporting to these institutians
August 2007. At the time when the crisis measureeweing created, AFM was continually
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informed of the imminent measures by DNB and thaeistiy of Finance. Insofar as could be
established by the Committee, the AFM, where necgsdeployed enforcement instruments and took
trading measures. The Committee ascertains thmat point in time did the AFM play a leading or
contributory role in drafting the crisis measurBsis is logical considering the AFM’s specific task
and responsibilities. The Committee believes thagfar as can be established, the AFM duly
acquitted itself of its tasks.

Insufficient insight into possible solvability prdbms on the part of both the Ministry of Finance
and the Cabinet

At the Ministry of Finance, no analyses were maidd® way in which the American mortgage crisis
might form a threat to the Dutch financial systdiine Committee ascertains that the Ministry did not
receive any warning signs from supervisors or fa@rinstitutions — with the exception of Fortis —
that could have formed reason for concern abousaheability position of these institutions. The
Committee concludes that up until September 20@8Ministry of Finance concentrated primarily on
the problems at Fortis. The Committee also asecerthiat practically no activities were organised at
the Cabinet level to identify the signs of an imghieg financial crisis.

The Committee believes that, within the Cabinet,giimary responsibility for identifying and
analysing possible financial crises lies with thimister of Finance. The Committee, however,
ascertains that the information available to thaisMry was tardy and incomplete. Neither DNB, nor
the AFM, nor the financial institutions providectMinistry of Finance with information indicating
that the Minister might perhaps have to provideaolity aid to individual financial institutions

within the foreseeable future. The Committee dbesever, believe that, based on the existing signs,
the Cabinet, the Minister of Finance and the tdjials should have more incisively investigateavho
the problems on the financial markets were to berjmeted and what consequences for the Dutch
financial system could ensue from these problems.

1.8.2 Performance during the acute crisis phase

The third phase of crisis management commencés ifitisis does indeed occur and focuses on
monitoring and controlling the crisis situation.eT@ommittee investigated how crisis management
progressed during the acute crisis phase. A di&timgvas made here between the decision-making
structure and the specific approach to the crisis.

Minister of Finance and DNB act decisively in acutgisis phase

The Committee ascertains that the Minister of Féeaand DNB, also owing to the limited preparation
for a systemic crisis, were forced to reflect om dhnafting and implementation of crisis measuress in
short space of time. Taking into consideration thate were no prior policy instruments in plabe, t
Committee is of the opinion that the Ministry oh&hce and DNB prepared decision-making on a
number of drastic measures under high pressureMiitister of Finance played a leading role in this
process. The Committee believes that decisive rmetas taken by the parties involved at the time it
became clear to them that individual institutiond ¢he financial system as a whole were
experiencing great difficulties.

Close cooperation between Minister of Finance andre Minister

The Committee ascertains that ultimately all decisiconcerning the crisis measures were taken by
the Minister of Finance in close consultation vilie Prime Minister. From the Committee’s research
it appears that the contact and exchange of infitomaetween the Minister and the Prime Minister
progressed effectively.

Shortcomings in decision-making on crisis measutdsCouncil of Ministers and steering group
Within a short space of time, the nature and exiétite problems during the crisis became so
pressing that they exceeded the Minister of Finanmertfolio. The Committee ascertains that all
crisis measures were only clarified in the CountiMinisters in retrospect. No concrete decision-
making took place in the Council of Ministers.

31



The Committee ascertains that the course of afiiairgspect to the crisis measures within the Cibunc
of Ministers did not lead to objections among othevernment officials. A steering group was set up
in order to keep the majority of government offisien the loop about the crisis measures to bentake
The Committee ascertains that the steering growgoneaa contributory party in the decisions
concerning a number of important measures witldaching financial consequences (the individual
capital injections and the IABF for ING) and wagdyomarginally involved in other intervention
measures. The Deputy Prime Minister was not mar@wed in the decision-making than any of the
other Ministers in the steering group.

The Committee is of the opinion that it would hée=n a logical step to put forward the measures for
agreement in the Council of Ministers. The Committ@derstands the fact that not all crisis measures
were presented in advance in the Council of Mimést€he situation during the crisis was exceptional
and one which required a rapid response. The Cdewsrig, however, of the opinion with regard to the
general measures (the guarantee scheme and thed papvision facility) and the IABF for ING that
there was time which should have been utilisedvolve the Council of Ministers in the

establishment of the measures.

In view of the importance of quick consultation @hd sharing of sensitive information within a smal
group, the Committee considers the appointmerftetteering group a sound way of getting the
relevant government officials involved in the cgisneasures. In view of the fact that, in practice,
steering group primarily exchanged information, @@mmittee believes that the steering group, as it
functioned during the crisis, provided insufficietded value. The Committee is of the opinion that,
considering that decision-making did not take pleitieer in the Council of Ministers or in the siegr
group, the Prime Minister and the Minister of Fioanlid not sufficiently involve the other Ministers

in the decision-making concerning the crisis measurhe Committee believes that the Deputy Prime
Minister, in view of his function as leader of avgonment party, should have been more extensively
involved.

Tension between DNB's role as adviser to the Mirisand its role as prudential supervisor

The Committee ascertains that DNB has two rolesdarnisis situation. On the one hand, DNB is
prudential supervisor, on the other, it is advisethe Minister of Finance. The Minister of Finance
has the right not to follow the advice given by DNBthe advice of an externally engaged adviser.
The Committee ascertains that, at the end of tiie@IdB clearly pointed out any potential
prudentially irresponsible measures proposed irtidta package of crisis measures. The Minister
acquiesced to DNB'’s advice in these cases. Thmaild responsibility for the decisions taken, lies
with the Minister of Finance.

Taking the crisis measures into considerationGbmmittee ascertains that tension may arise
between DNB's role of adviser for the purpose dfisien-making on the part of the Minister and
DNB'’s role of prudential supervisor. Seeing thatha acute crisis phase, the supervisor acted
primarily from its responsibility for the stabilityf the financial sector, other interests such as
minimising the costs and risks for the State ardagers formed a secondary focus.

The principles guiding DNB'’s actions were importantounterbalancing the input of financial
institutions and the Minister of Finance’s perspagtwhich tended toward restricting aid in asdar
possible. DNB’s outlook was to stay on the safe sidd take things a little further than the minignal
required aid. This was also in the supervisor's awerest, as failing institutions can result in
substantial damage to its reputation.

In the opinion of the Committee, DNB'’s primary tasksuch a trajectory is that of prudential
supervisor. Moreover, DNB plays an important radedviser and information provider to the
Minister of Finance. According to the Committees firudential test functioned adequately during the
crisis. The uncertainty regarding the role of DNBen providing advice is not desirable, the
Committee believes. In the Committee’s opinionaoke and more specific agreements should have
been made prior to the crisis.
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1.8.3 Performance during the evaluation phase

The evaluation phase is the last phase of crissag@ment. This is the time to reflect on the action
taken in the acute crisis phase and analyse whacheats were lacking or need improving in the srisi
management structure. Based on these evaluatixisng agreements and contingency plans can be
supplemented or upgraded. The Committee investdate the Ministry of Finance, DNB and the
Cabinet evaluated their performance during thescris

No thorough evaluation of the crisis at the Ministrof Finance or the Cabinet

A financial crisis demands a quick response. Then@iltee is of the opinion that it is desirable to
have prior agreements in place on the manner ichwihie relevant government officials can be
involved and participate in shaping the proposégiscmeasures. An evaluation of the course of iaffai
during the crisis can offer important insightsh@stend. In view of the fact that the Prime Ministe
bears primary responsibility for the promotion ehgral government policy, the Committee believes
that evaluating the decision-making structuresriutie crisis should have been undertaken by the
Ministry of General Affairs. The Committee is moveo of the opinion that the Ministry of Finance
should also have assessed its performance duengigis. Particularly concerning policy decisions
that were made during the crisis and which may laéscelevant in the future, it is incumbent upoa th
Ministry of Finance to draw lessons from the crisis

DNB evaluated its performance during the crisis ahds drawn lessons for the future

The Committee is positive about the evaluation BdB has made regarding its performance during
and prior to the crisis. In the Committee’s opinibased on its evaluation, DNB has drawn valuable
lessons and made progress in undertaking actiaddressing the relevant issues.

Recommendation 5: Development of a special crisifrgcture for financial crises analogous to

the existing National Crisis Decision-Making Handbok

The credit crisis has shown that a financial crisis carry over to other policy areas. The National
Crisis Decision-Making Handbooktionaal Handboek Crisisbesluitvormingffers an extensive
spectrum of task divisions, decision-making streettand communication lines in relation to crises
that form a threat to national security or pubkahh. However, this handbook is not designed fer of
guidelines for controlling a financial crisis. TB®MmMittee is of the opinion that an effective and
detailed crisis management system should be dexelapdeal with financial crises. Among other
things, this should include a clear division okkawithin the Cabinet and between the Cabinet, DNB
and the AFM. Furthermore, agreements will havegtonade on information exchange (during
liquidity as well as solvability crises), both bet®n DNB and the Ministry of Finance and within the
Cabinet, and also between the Minister of Finamckthe House of Representatives. Finally,
contingency plans should be compiled, setting loeitform which solvability aid or other possible
crisis measures (such as guarantees) should takeadh crisis is different, the Committee advises
that the crisis management system be structursedan a way as to assure flexibility and applicgpili
in a number of different situations. The handbdotutd be submitted for approval to the Council of
Ministers to ensure that the Council of Ministeyén agreement with the underlying principles @& th
Crisis measures.

If, analogous to the steering group, a limited griauopted for, the tasks and responsibilities &hba
set out clearly in advance.

Recommendation 6: Create cross-border supervisionitth mechanism for burden sharing

In view of the Icesave case, the TCOFS has alrqadgtiond the home state control system within the
European Economic Area (EEA) in its report 'Crddist’ This system is based on mutual trust
between national supervisors. Outside the EEA, [E\N@zpendent on ‘voluntary’ agreements with
foreign supervisors.

The Committee ascertains that supervision of iatigwnally operating financial institutions givesei

to problems owing to branches crossing nationadléxa:. Another complicating factor occurs when the
main supervision of an institution of systemic valece to the Netherlands takes place outside the
Netherlands. The Committee has found that whenlgmmbemerge at financial institutions with cross-
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border activities within the EEA, national interegtill undermine the trust-based system. During the
crisis, this led to problems with regard to uphotgihe supervision and the relevancy of that
supervision.

The Committee concludes that the structure of siigien in cases of cross-border activities has
proved insufficiently adequate. The events surroumé&ortis/ABN AMRO on the one hand and
Icesave on the other deepen the Committee’s caonittiat the creation of cross-border supervision,
preferably in the form of a single powerful Europeaipervisor along with an appropriate mechanism
for burden sharing, takes the highest priority.sTikiin concurrence with the recommendations of the
TCOFS.

Recommendation 7: Assign DNB’s various responsibiies at the time of a crisis and ensure a
clear dividing line in those responsibilities

The Committee is of the opinion that in the evdrd Ginancial crisis a clear distinction should be
made between DNB’s role as prudential supervisdri@role of adviser to the Minister of Finance.
The Committee recommends that the Minister of Fieazonsult with DNB in allocating these
responsibilities and a modus operandi to this sridrmulated. The Committee moreover
recommends that this division of tasks also bectdld in the division of roles played by DNB
personnel.

1.9 The role of the House of Representatives

In the measures it took during the financial critie Cabinet deviated multiple times from the tagu
procedures concerned with providing informatiomh® House of Representatives (hereinafter: ‘the
House’). The general line was that parliament wadg imformed about the crisis measures after or

very shortly before the announcement in the mdghigering into financial commitments without first
following the proper budget procedure (or budgetatdment procedure) puts the House’s right to
approve the budget under pressure. The fact thddtluse consented to the measures afterwards
makes no difference. The provision of informati@s mepeatedly been a subject of discussion between
the House and the Cabinet and forms the basisiéatdcision to order a parliamentary inquiry into

the crisis measures.

The two major roles of the House in this contegt@-legislation and holding the government to
account. With respect to financial commitments,oeise’s role in the legislation process is
expressed in the right to approve the budget, vidyettee House gives advance authorisation to the
Cabinet to make expenditures as set out in thediddgthe national government. The role of the
House in holding the government to account is eégedcprior to Cabinet policy decisions and when
the Cabinet renders account afterwards for thepplursued. This accountability process in
parliament is extremely important, as it relateprimviding accountability for the proper expendtur
of billions of euros of public funds.

In order for the House to perform its roles propetthe Cabinet is obliged to follow the existingaé
and other procedures and to provide the Houseagithrate and relevant information in a timely
manner, based on the passive and active obligatomvide information. The House puts its roles
into practice by familiarising itself with the imimation and, on this basis, as well as its own
knowledge and understanding, decides on whethéll iauthorise the Cabinet to make the proposed
expenditures or approve the proposed policy.

1.9.1 Provision of information prior to the crisis measures’ taking effect

The Minister of Finance did not provide informatioat the appropriate stage during the crisis

The Committee finds that, in virtually all of thases, the Minister of Finance only informed the
House afterwards about the crisis measures, aff&t@ment had been provided to the press. As a
result, the interventions taken for Fortis/ABN AMR@d Icesave did not respect either the House’s
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material or formal right to approve the budget.oMer the IABF, the capital provision facility amide
guarantee scheme, the formal right to approve tidgéxt was not respected. The Committee’s opinion
is that the material right to approve the budgetihaact little value for these three measuresabee
they had already been announced to the public@esocdution at the time when the House debated on
them with the Minister. As a result, also in viefitlee exceptional circumstances, the House would
have had only a very limited capacity to revergséhmeasures.

In an exceptional situation such as during thes;risis not always possible to follow regularég

and other procedures, and information must be geavin a more limited timeframe. However, the
Committee believes that, for all the measures takeimg the crisis, with the exception of the first
intervention in Fortis/ABN AMRO, the Minister did fact have the opportunity to inform the House
in advance about the crisis measures at hand,hendidshave done so. The Committee realises that, in
a number of cases, this should have been donedeottifilly. Entering into financial commitments
without first following the proper budget procedarebudget amendment procedure put the House’s
right to approve the budget and the parliamentsstmm under serious pressure. Given that the House
was informed about most of the measures aftervilezg announced to the press, the Committee is of
the opinion that the Minister made it impossibletfte House to scrutinize the proposed policy in
advance.

1.9.2 Accountability and supervision

To ensure that the House can properly carry ostupervisory duty, the Cabinet is required to potevi
the House with the relevant and correct informatioa timely mannefThe House’s supervisory duty

is exercised prior to Cabinet policy decisions aen the Cabinet renders account afterwards for the
policy pursued and the associated income and expead

The information that the Minister provided was inotplete and late

The Committee has observed that, during the firduecisis, the information provided by the Minister
of Finance to the House was in some cases incoenptatot provided within the required time frame.
First of all, the Committee’s opinion is that thénldter of Finance must at all times carry outdisy

to provide information to the House. If it is naigsible to do so in advance, in exceptional
circumstances, such as in an emergency situatierCommittee finds that the House must be given a
full account of the decision-making process invdledterwards. After all, in such a situation the
House can only assess whether it wishes to prgatitcal support for the measure. The Committee
believes that the Minister did not fully inform thiuse, and that the Minister interfered with the
House’s role in holding the government to account.

The House does not sufficiently use parliamentagrginy instruments

The Committee has observed that, during the ctisgsHouse could have used its parliamentary
scrutiny instruments better. The House made vistud use of the ability to modify the rules
concerning allotted speaking times and interruppossibilities and did not sufficiently make use of
its right to information. The House was informeddsvby means of a technical briefing. Various MPs
found the information and time available duringsthériefings insufficient, but did not take any
subsequent steps to obtain the information theyates

Given that crisis measures were accompanied bg kxgenditures that were not included in the
budget and that the House, as the representatdye bbould hold the government to account with
respect to proper expenditure of public funds,Gbenmittee’s opinion is that the House should have
taken a more active role and should have givenigmission of the crisis measures a higher priority

The House did not pay sufficient attention to comnigations from the Minister

The Committee finds that, in a number of casesHigse did not pay sufficient attention to
communications from the Minister. In the parliansgtdebate on the Benelux Agreement and the
acquisition of Dutch subsidiaries of Fortis, theude paid little attention to the cross-border
dimension of the problems at Fortis and the naticefiexes that came into play. Furthermore, the
House did not address the violation announced &éyimister of the 30-day term of the Government
Accounts Act in connection with the technical readition in the debate about the Financial Repert th
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government issues every autumn. With respect tadpéal provision facility, the House gave the
Minister the scope to spend — in a very broad ctrtelp to €20 billion, which was neither provided
for in the budget nor discussed with the House.

The Committee is of the opinion that, in the pankatary debate on the cases of FortissABN AMRO
and the capital provision facility, the House perfed its role in holding the government to account
only to a limited extent and did not make use efapportunity to exert influence on the proposed

policy.
1.9.3 Confidential supervisory information and accantability

The information provision to the House must be thtarting point

A starting point for a parliamentary democracyhiattthe executive power must publicly provide
accountability to the representative body. Thid imat odds with the Minister of Finance’s very
hesitant attitude towards providing information abite policy and decisions of regulators such as
DNB. During the crisis, it emerged that the Cabiordy provided the House with very limited
information concerning the various crisis measuresinformation about specific institutions was
publicly shared with the House during the crisigttRermore, virtually no use was made of the abilit
to inform the House in a confidential manner.

The Committee is aware of the fact that the comtiiddity information plays an important role in the
proper performance of the supervisory duty. Howetler Committee believes that, in those situations
where substantial government interventions aréhertdble, the starting point must be the provisibn
information to the House. Where this concerns g@k8tate expenditures, the representative body
must be able to hold the government to account riggpect to these expenditures, before and
afterwards, with the possibility to provide thedrhation in a confidential manner. In the
Committee’s opinion, holding the government to arxtan this kind of situations is of such
importance that the option of providing this supswwy information confidentially cannot be rejected
too easily by invoking the interest of the State.

The debate between the Minister and the House alibetprovision of information during the crisis
did not lead to concrete results

The Committee has observed that the House repgatsiited on agreements improving the
provision of information during the credit cris@@n the one hand, the Minister has not taken any
specific steps to accommodate this request fronkithese. Nor has he followed the policy that he
proposed to the House, where he indicated thatdwddwsubmit new measures and any increase in the
amount of existing instruments to the House in adgaOn the other hand, however, the Committee
concludes that the House did not show sufficientsileness in the debate with the Minister of
Finance. Only after the IABF measure for ING onebifaary 2009 did the House reach a consensus
about the question in which situations the Housrikshbe informed confidentially. The Committee
finds that the House subsequently did not adequatédct the implementation of the Vendrik/Irrgang
motion, in which the Cabinet was called to infolm House in a timely manner (except in emergency
situations) and to do so confidentially if necegsardecision was made to involve this entire
discussion in the amendment of the Government Auisofict, but at the time when this report was
completed — more than three years after the metamsubmitted — it is still not known when thislwil
take place.

Recommendation 8: Further efforts should be made tamend the Government Accounts Act

The financial crisis has demonstrated that the @waent Accounts Act is not equipped to deal with
possible forms of capital provision or risk-bearfirgancial transactions other than the acquisiobn
share capital by the State. This was revealedeample, by the IABF and the individual capital
injections. The Committee believes that the prelamy scrutiny procedure should also be applicable
to such constructions. This will prevent the Cabfnem providing large amounts of risk-bearing or
other capital to individual institutions withoutetlprior (possibly tacit) consent of the House. The
Minister has made various proposals with respeatending the Government Accounts Act. One of
these proposals is to declare the preliminary sgrygrocedure applicable to all forms of capital
provision by the State to companies with essealiatacteristics of equity capital. The Committee
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views this proposal from the Minister as supporiisgonclusion and urges the House to undertake
further efforts on the amendment of the Governmecbunts Act.

Recommendation 9: An information protocol for information provision before crisis measures
are taken

To improve the information provision to the Housdrepresentatives before any potential crisis
measures are taken, the Committee proposes draywiag information protocol that applies to crisis
situations as addressed in the present inquiryeping a structural working method and laying this
down in an information protocol would, in the eveht crisis situation, prevent a lack of clariyoat
the way in which the relevant communications betwibe government and the House take place.
However, when compiling a protocol for the inforiatprovision about proposed crisis measures,
account must be taken of the speed of the crisisgsss, and it must also be acknowledged that, under
certain conditions, information will be providedttee House confidentially. The Committee can
imagine that, when drawing up an information protpan attempt will be made to align it with the
working method used in the context of the procedfirticle 100 of the Constitution, which relates
to providing information to the parliament befordian is undertaken with respect to deploying or
making available the armed forces. An assessmamiefivork has been created for this procedure.
This framework also sets out how the informatiorstiae provided by the government to parliament
during the different stages of the decision-makingcess. The procedure of Article 100 of the
Constitution assigns a formal advisory role to@mnmander of the Armed Forces. The Committee
can imagine that a comparable role would be asdigméhe responsible party within DNB.

Recommendation 10: The government is required to mvide an ‘accountability memorandum’
afterwards if the budgetary authority of parliament is violated

The Committee is of the opinion that, if the bu@ggtauthority of parliament is violated and the
House was not in fact given the opportunity to precertain crisis expenditures, there is an
obligation for the Cabinet to subsequently provitee House with the necessary information. The
Committee proposes that, if the Cabinet violatesHbuse’s budgetary authority, an obligation is
imposed to draw up an accountability memorandueratirds, providing public accountability for

the measures taken and the arguments on the lhagsch these measures were taken. In any case,
this memorandum must provide information aboutpbssible risks, the alternatives discussed during
the negotiations and the costs. Regulators suEliN&sand the AFM can also play a role, in the sense
they are also given the opportunity to present tieiv on the measures taken. Starting point should
be that the accountability memorandum is publiclyvied to the House. If necessary, in light of the
confidential nature of the information, parts of tthemorandum may — under strict conditions — be
provided to the House confidentially. It is prefgeato set down such an information provision
procedure in law. The planned reform of the GovemminiAccounts Act can offer points of reference
in this respect. Further details of the informatidmigation can subsequently be given shape in a
procedural regulation.

Recommendation 11: The House’s information positiomegarding financial measures must also

be strengthened independently of the government

During the crisis, the House had to become familiéin a large amount of new and complex
information in a very short term. As a result, @sadifficult for the House to hold the government t
account. It is not inconceivable that, in the faetuechnical financial dossiers will demand the $&si
attention. It is therefore important that the Hogaghers information independently, in additiortite
information it receives from the government. Ireliwith the findings of the Parliamentary Self-
Reflection Steering Committee, the Committee fitdimportant for the House to collect information
itself, so that this information can be examinezhgkide the information received from the
government. The Committee therefore also consit@rgportant that the House has the opportunity
to gather extra knowledge by engaging externattwgroexperts. The research capacity of the standing
committee for Finance has been increased, and ihareannual sum of €50,000 available to engage
experts ad hoc. It must be added that the reséaeiity has been used only to a limited extent (to
date, once in 2009 and once in 2010), but in baties, the added value of the facility was evident,
specific expertise could rapidly and flexibly beiised. The Committee urges the House to make
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use of its options for gathering additional knovgeanore frequently. In the Committee’s opinion, the
size of the research budget and the way in whietbtldget is used should be evaluated regularly in
order to optimise the working method in this cohtex

With respect to the expertise within the House niggion itself, the Committee finds it importaat t
point out the TCOFS’s recommendation concerningrimftion provision on macro-economic risks
for the financial system. Based on this recommeadathe CPB (Netherlands Bureau for Economic
Policy Analysis) and DNB are now separately drawipgeports about national and international
macro-economic developments in connection with ldgweents in the financial sector. These reports
will be jointly submitted to the House in sprinché director of the CPB and the president DNB are
available to provide further information about theiports to the House, for example in an open
session. In this context, an appeal can be matihe timternal official support of the House. The
Committee suggests submitting these reports fomuwemary to the House’s Research and
Government Spending Offic¢reau Onderzoek en Rijksuitgay&8OR), after which debates can be
held with the CPB, DNB and the member of governniardlved.

Recommendation 12: The concept of supervisory couientiality must be defined in a more
material sense

With regard to confidential supervisory informatidnshould be noted that no clear definition exist
as to which information is and which is not subgecthe duty of confidentiality in Article 1:89 dfie
Financial Supervision Act. Based on this duty affatentiality, it is not so much the content of the
information that is important, but the question titee the information was provided and received in
the context of the supervisory relationship in adaace with the Financial Supervision Act. The
Committee therefore considers further definitiorihe concept of supervisory confidentiality in a
more material sense a good idea. If regulatorsitharke supervisory confidentiality, specific crite
will be available to test whether or not this istjfied. In view of the fact that this concerns
(implemented) European regulations, it may be rsszgdo consult with the European Commission
on this subject.

In addition, the Committee questions whether canftchl supervisory information should have this
status indefinitely. The Committee recommends inga8ng whether situations are possible in which
the supervisory confidentiality of information che discontinued. An example in this context would
be information that can no longer damage the cathgeposition of a financial institution.

1.10 Actions of the European Commission

Each aid measure from a European government tenpanoy must be approved by the European
Commission on the basis of the Treaty on Europeaorl For this reason, the European Commission
determines to a significant extent the conditiondar which aid may be provided and also the
potential consequences, in the form of restrucgum@asures, that financial support can have for the
companies receiving aid.

When the crisis erupted after the collapse of LehBwthers in September 2008, the European
Commission acknowledged that this was an excegtsinetion that required an exceptional
assessment. In the course of 2008 and 2009, tlop&am Commission set out its exceptional
framework for the assessment of state aid in tisésdn four ‘communications’. These were the
Banking communication of 13 October 2008, the Reabgation communication of 5 December
2008, the Impaired Assets communication of 26 M&@d9 and the Restructuring communication of
23 July 20009.

Is the regular aid framework a suitable point of garture with regard to the crisis?

The various communications are explicitly basedh@nregular crisis and restructuring aid framework
that the European Commission used before the cAisifie same time, the crisis framework has a
number of special provisions. For example, the geam Commission accepts rescue aid without
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subsequent restructuring. Under the regular framewescue aid is always accompanied by
restructuring at a later time.

The regular aid framework was developed to makessible to provide aid to companies which,
because of their business model or due to theiradwces, found themselves in difficult
circumstances. This situation is substantiallyegght from the situation faced by the majoritylad t
financial institutions during the crisis.

For that reason, the Committee raises the quelstenmuch the point of departure, i.e. the reguidr a
framework, was suitable for the crisis. In the Cattee’s opinion, using this as the basis for the
rescue and restructuring aid framework also rdlsesjuestion whether the European Commission in
its assessment focused too much on the regulatitve anarket and too little on the very exceptional
circumstances.

European Commission laid down assessment framewaftkrwards

The Committee has found that the exceptional fraonkwf the European Commission for the
assessment of aid measures only took shape ingphse Banking communication published on 13
October 2008 contained general principles and gjneethat were elaborated in detail months later.
When these details became formally available,gelaumber of interventions had already taken
place. This applied in particular to recapitalisatand measures that were focused on resolving
problems with toxic assets.

The Committee has ascertained that the Dutch atifsostated that they had experienced a
disadvantage as a result of the guidelines onlgina@ty available afterwards (e.g. the so-called ‘2%
benchmark’). The Committee believes that the qaess justified as to how appropriate is it that
detailed guidelines, on the basis of which thesssent of aid measures was performed, were only
provided afterwards. The Committee is of the opirtlwat a clearer but less detailed framework, which
could have been drawn up quickly after 12 Octowenld have been suitable and could have
prevented many problems.

Mandatory participation concerning state aid notsubstantial element

An important distinction between the exceptionatestaid framework during the financial crisis and
the regular framework is that the European Commmisalso agreed to non-institution-specific
regulations for such things as government guararged recapitalisations. As such, recapitalisations
of individual banks that were performed based oggalation approved by the European Commission
did not have to be submitted to the European Cosiarign advance. France chose to create a
recapitalisation regulation in which the largestriah banks were more or less required to take part.

It was stated before the Committee that this mamgaarticipation was the reason why the European
Commission assessed the aid to the French barsksdesrely than the aid to the Dutch institutions,
for which mandatory participation was not choseccdkding to the European Commission, it was not
so much the characteristics of the regulation emtiandatory participation that caused the French
banks to ‘escape’ restructuring, but rather tharfoial soundness of the French banks. This was
apparently demonstrated by the fact that the Frbacks all received less than 2% of the risk-
weighted assets in aid, while this was not the t@siNG and AEGON.

The Committee concludes that it is not likely thetndatory participation in the capital provision
facility in the Netherlands would have led to datiént assessment on ING, AEGON and SNS
REAAL by the European Commission.

Lack of clarity regarding consistent application afssessment framework by European Commission
Witnesses stated before the Committee that thegearoCommission had imposed overly severe
requirements on companies in a number of caseg mquarticular with respect to ING. The
European Commission allegedly took too little actaaf the exceptional circumstances. On this
basis, the required restructuring in some casesappaarently disproportionately large in scope. In
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addition, it was stated that the European Commisdid not always consistently apply its own
framework.

The Committee has observed that there are sulatdifferences in the balance sheet reductions that
the European Commission demanded in the contdkeafestructurings. The Committee has observed
that ING also had to carry out an extensive balaheet reduction. However, the Committee is unable
to assess the extent to which the differencesustdied by the conditions under which the aid was
provided or by other parts of the restructuring.

Stalemate between prudential supervision and contjeet supervision unacceptable

The Committee has established that a stalemateatam between the European Commission as the
competition supervision authority and the prudémstigoervisor. This tension was present in the
assessment of the aid to ING and the integrationgss of ABN AMRO and Fortis after the
acquisition of ABN AMRO by the consortium. In thelgic hearings, DNB proposed creating a
conduct or conflict regulation at the European leMewever, the European Commission believes that
the current system is sufficient.

The Committee believes that the European Commskien not take sufficient account of the interest
that should be promoted by the prudential supervidoe Committee concludes that, if the solidity of
financial institutions and therefore the stabibfythe financial system are at issue, a stalemate
between the prudential supervisor and the Euro@eammission is undesirable. The Committee
considers a confrontation, which cannot be adddeissan orderly manner to be unacceptable.

Dutch authorities do not always accurately anticifgathe response of the European Commission
The Dutch authorities are well aware of the faat the European Commission plays a role in
government interventions. This is expressed, farmgde, in the Ministry of Finance’s desire to agriv
at a ‘market conforming’ transaction for the calgitgection into ING.

At the same time, the Committee observes that titetDauthorities were unable to correctly
anticipate at several points the outcomes of tfierdnt processes at the European Commission. The
Committee refers to the following in this contekte notification of the capital injection into IN@je
fact that the modification of the repayment cordisi of the €10 billion in capital aid for ING was
unexpectedly characterised by the European Conuwniss €2 billion in additional aid; the
assessment of the IABF by the European Commissidrifee resulting scope of the restructuring; and
the complications surrounding the EC Remedy inv@vABN AMRO.

Recommendation 13: Supra-national financial stabity test in the event of fundamental changes

in systemically relevant institutions

Systemically relevant banks can be ‘too big td;fadmetimes they are also ‘too big to save’. This
problem has been acknowledged, which has resultdkidevelopment of the Basel 11l guidelines in
additional capital requirements for systemicallgvant institutions. Along the same lines, a sdecia
regime must be created to assess significant ckamigjeéin and between systemically relevant
institutions, such as mergers, acquisitions anitahdestructurings. Because such changes oftea hav
cross-border implications and because nationalgats play a role, such a test must take place at a
supranational level. This test must be distinanfthhe competition test that the European Commission
performs, and should be conducted by a body outk&l&uropean Commission to ensure the proper
countervailing power. The test could be perfornfiedexample, by the European regulator with
overriding authority, which the Committee also eg@s, or by one of the new European supervisory
bodies, such as the European Banking Authority.

Recommendation 14: Regulation for preventing a steimate between the competition supervisor
and the prudential supervisor

The Committee recommends that efforts must be takksm in a European context to create
regulation that could prevent a stalemate betweerdmpetition supervisor and the prudential
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supervisor. In the Committee’s opinion, the newdtablished European Systemic Risk Board could
play a role in this, for example.

1.11  On the financial sector

The Committee has conducted an inquiry into thesuexs taken by the Dutch government in 2008
and 2009 to prop up the financial sector. At theeséime, the Committee believes that there is good
reason to identify which steps should be takemt¢ogiase the long-term stability of the financial
system. After all, prevention is better than clmeaddition, the Committee believes that it shdugd
investigated how the effectiveness of the goverrim@gctions, both before and after a crisis, can be
increased.

Recommendation 15: Separation of retail and investant banking activities

The Committee recommends developing the TCOFSmmatendation to separate the retail and
investment banking activities within an institutiop keeping separate high-risk commercial actigitie
that are not directly related to customers. Sutiviaes must have separate funding that is
independent of the funding of the other activitiese details of the criterion of ‘high-risk commiaic
activities that are not directly related to custeshwill have to be worked out by the Minister of
Finance in consultation with the regulators, DNB #me AFM.

Furthermore, the Committee recommends drawing liypng will that sets out in advance all the steps
that make it possible to make changes in the streictf a financial institution.

Recommendation 16: Ringfencing of international agtities

The Committee believes that there is reason tcsiigeste whether it is possible to improve the
ringfencing of the activities of Dutch financiaktitutions outside the EU more than is currently th
case, to prevent contagion from spreading to theédnds. In the EU, an effective framework of
cross-border supervision and burden sharing mustdaged to limit the risks of cross-border
activities. As long as no such framework providastis, the possibility of ringfencing inside ta&)
as well should not be automatically excluded.

Recommendation 17: Investigation of higher capitatequirements

The Committee believes that as long there is rectffe European framework of cross-border
supervision and burden sharing, individual Memiete€s must continue to have the option of
imposing additional capital requirements.

The Committee also believes that there is reasanvastigate the extent to which higher capital
requirements should also be imposed on Dutch utistits. Consequences for the real economy should
be carefully weighed in these considerations. Teeific characteristics of the Dutch financial sect

as they are expressed on both sides of the basdwest must also be taken into account. The
Committee believes that the simple fact that higtagital requirements could possibly disrupt the
level playing field for Dutch financial institutieris not sufficient reason to reject such a
consideration.

Recommendation 18: Investigation of a binding frameork for interventions

The Committee believes that, in addition to theaggion of the set of intervention instrumentss it i
desirable to investigate further the extent to Whadinding framework for regulatory interventions
based on the US model should be imitated in thédktnds.

Such a framework prevents a delay on the parteofayulator by requiring regulators to take certain
measures if the financial health of a bank exceedsin thresholds set in advance. This would
prevent the regulator from postponing interventianproblem banks for too long. The Committee
finds it important that, after the threshold hasrbeeached by an institution and the regulatorefoee
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must intervene, there will be sufficient scoperiva at a tailor-made solution for the problentred
institution.

Recommendation 19: Banks must discuss their attituelduring a crisis

The Committee believes that the Dutch Banking Aisgimn (NVB) is in a position to not just talk
about joint problems, but also propose joint sohsi The Committee recommends that the banks
engage in discussions on this topic and put fap@sals regarding the stance the NVB should take
in a financial crisis and how it should act witlspect to the Ministry of Finance and the two
supervisory bodies DNB and AFM. The Committee hvelgethat the banking sector’s taking such a
position in the Netherlands would make an importamitribution to protecting the stability of the
Dutch financial system.

It can be said that, in the past ten years, trentiral sector and the political world have growritfar
and further apart. The Committee finds that stépsilsl be taken to narrow this gap. The Committee
therefore makes an appeal to the NVB and otheiliagiaterest organisations from the sector to take
action together with politicians, not just to regeet the interest of the sector itself and thetirgins,
but to work together towards a sustainable, healtid/stable financial system.

1.12  Parliamentary Inquiries Act

The Parliamentary Financial System Inquiry Comrmaiitethe first parliamentary inquiry Committee
to work with the new Dutch Parliamentary Inquirkes (WPE 2008) which entered into force on 1
April 2008.

Recommendation 20: Amend the Parliamentary Inquiries Act of 2008

In view of the its experiences, the Committee rexamds that the House examine possible
improvements and measures to tighten up the Pagtitary Inquiries Act of 2008 and the Rules of
Procedure of the House of Representatives.
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