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SHARE CAPITAL INCREASE UNDER THE ACCOUNTING PAR VALUE WITH DISAPPLICATION OF THE
PREFERENTIAL SUBSCRIPTION RIGHT

- Articles 582, 596 and 598 of the Belgian Company Code -

1.

INTRODUCTION
The board of directors of Dexia SA (“DSA” or the “ Company”) resolved at its meeting held
on November 14, 2012 to convene an extraordinary general meeting of the shareholders of
DSA to be held on December 21, 2012, and to propose to the shareholders to proceed with a
share capital increase in view of obtaining new funds from the Belgian and French States in
an amount of EUR 5.5 billion, at a price per share equal to the average closing price of the
DSA shares on NYSE Euronext Brussels during the 30 calendar-day period prior to the
resolution of the board of directors of DSA (the “Board”) proposing to the shareholders to
proceed with a share capital increase, equal to EUR 0.19.
This special report describes the envisaged share capital increase and justifies the
disapplication of the preferential subscription right set forth in Articles 592 and following of
the Belgian Company Code (the “BCC”) and the issuance of shares under the accounting par
value of existing shares. In particular, this report describes the issuance price and the
financial consequences of the transaction for DSA’s existing shareholders.
The envisaged share capital increase is a measure proposed by the Board in order to help
improve the financial condition of DSA whose net assets have been reduced to an amount
under a quarter of the share capital as a result of losses incurred as a result, in particular, of
the impairment booked by DSA on its stake in Dexia Crédit Local S.A. (“DCL”) (i.e., under
one of the thresholds set forth in Article 633 of the BCC). In connection therewith, the Board
refers to the special report dated November 14, 2012 (“Net assets below a quarter of the share
capital”), that it established in accordance with Article 633 of the BCC (the “633 Special
Report”). This special report describes the incurred losses and the causes thereof and justifies
the proposal by the Board to continue DSA’s activities in spite of such losses.
This report was approved by the Board during its meeting held on November 14, 2012. It is
established in accordance with Articles 582, 596 and 598 of the BCC and must be read
together with the report prepared by the Companies statutory auditors in accordance with
Articles 581 and 596 of the BCC. In accordance with Articles 581 and 596 of the Companies
Code, the proposal by the Board to proceed with a share capital increase and to disapply the
preferential subscription right of existing shareholders requires, to be approved, the approval
of 75% of votes cast at the extraordinary general meeting of shareholders of DSA.

2.

CONTEXT

2.1

As described in the 633 Special Report, DSA and the Dexia group have been facing a very
severe crisis since 2008. This crisis deepened in 2011 following the worsening of the
sovereign debt crisis and, more generally, the decline of the macroeconomic environment. In
that context, and in order to avoid a rapid deterioration in the Dexia group’s liquidity situation
and the snowball effect of a systemic risk, the Belgian, French and Luxembourg States
supported the Dexia group and its restructuring plan by granting a guarantee on certain
funding raised by DSA and DCL. The guarantee was approved by the European Commission
on December 21, 2011 on a temporary basis for a maximum principal amount of EUR 45
billion. On May 31, 2012, the European Commission decided to extend the temporary
guarantee, granted for funding raised by DSA or DCL, until September 30, 2012 and to
approve the increase in the ceiling on the principal amount of the guarantee to EUR 55
billion. On September 26, 2012, the temporary guarantee, was, again, extended with the
approval of the European Commission for funding raised until January 31, 2013.
In accordance with undertakings given in the context of the approval of the temporary
guarantee by the European Commission and in order to obtain a definitive approval of the
guarantee, the Belgian, French and Luxembourg States filed an orderly resolution plan for the
Dexia group on March 21 and 22, 2012 with the European Commission (the “Orderly
Resolution Plan”). The Orderly Resolution Plan included the strategy of the Dexia group, a
business plan and a presentation of the future outlook of the group taking into account, in
particular, the sale of the operational entities. This plan was based on a certain number of
fundamental structuring assumptions, described under item 2.3 of the 633 Special Report.
In order to deal with that deteriorated environment, the Dexia group began, as from October
2011, profound changes to its structure, including the sale of all its strategic operational
entities, including Dexia Banque Belgique (now Belfius Banque et Assurances) (“DBB”),
Dexia Banque international à Luxembourg (now Banque Internationale à Luxembourg)
(“BIL”) and DenizBank. The sale of those strategic operational entities led the Dexia group
to book a loss, including a loss of EUR 4.2 billion on the sale of DBB, a loss of EUR 199
million on the sale of BIL and a loss of EUR 744 million on the sale of DenizBank.

2.2

During Q3 2012, the Belgian, French and Luxembourg States and the European Commission
actively continued discussions with a view to filing a revised orderly resolution plan for the
Dexia group with the European Commission. These discussions, and the evolution of the
conditions prevailing on the markets, led to amendments to a number of principles and
assumptions underlying the business plan which had been a basis for the Orderly Resolution
Plan.
Financial simulations prepared in the context of the revised orderly resolution plan now
forecast funding costs that heavily impact the future profitability of the Dexia group,
including DCL. This results from factors that have appeared recently including first and
foremost the requirements of the central banks in terms of funding mix. Indeed, the initial
forecasts prepared by the Dexia group included a predominant use of eligible securities issued
by DCL and subscribed by group entities to be posted as collateral with the central banks,
allowing the group to refinance itself at the European Central Bank’s Main Refinancing
Operation (“MRO”) rate. The cap imposed by the central banks, after the Orderly Resolution
Plan was drawn up, on that type of funding has obliged the Dexia group to very profoundly
adapt the funding plan underlying its initial business plan in order to include less dependency
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on funding from the central banks. During its orderly resolution, the group now expects to
use greater proportions of short and medium term market funding such as issuances
guaranteed by the Belgian, French and Luxembourg States which are far more expensive than
funding at the MRO rate and covered (repos) and other market funding. These new funding
assumptions will enable the orderly resolution plan to be consistent with the anticipation of a
return to “normalized” market conditions implying changes to monetary policies during the
Dexia group’s resolution period.
2.3

This increase in the Dexia group’s funding costs, the significance of the balance sheet to
which they apply, and the amendments to the funding plan resulting therefrom, mean the
funding costs have a greater impact on the profitability prospects of DCL than what was
included in previous forecasts made by the Dexia group, in particular in the context of the
Orderly Resolution Plan and in the 2011 financial statements and interim statements at June
30, 2012.
DSA’s stake in DCL was valued at EUR 5 billion. This valuation was based on future
positive cash flow forecasts for DCL which were, in turn, based upon the assumptions
established by the Dexia group in the context of the Orderly Resolution Plan, the 2011
financial statements and the June 30, 2012 interim financial statements and that are described
in item 2.3 to the 633 Special Report. Given the increase in the Dexia group’s funding costs,
these assumptions will not materialize and the valuation of DCL at EUR 5 billion was no
longer justified. DSA therefore had to book an impairment on the full value of its stake in
DCL as it was not possible to establish a value at the date at which the September 30, 2012
financial statements were drawn up, given the uncertainty in relation to the impact of certain
factors included in the revised orderly resolution plan.
During its meeting held on November 7, 2012 in connection in particular with the approval of
the Company’s interim statement in relation to its financial situation at September 30, 2012,
the Board acknowledged that following the losses incurred as a result, in particular, of the
impairment on DSA’s stake in DCL, DSA’s net assets had been reduced to EUR -2.685
billion, which is under a quarter of the share capital, being EUR 500 million. Given that this
amount was lower than one of the thresholds set forth in Article 633 of the BCC, the Board is
required to convene a general meeting of the shareholders in order for the shareholders to vote
on whether to continue the Company’s activities or to dissolve and liquidate it.

2.4

In the 633 Special Report, the Board proposes to the shareholders to continue the activities of
DSA and sets forth the measure proposed to improve the financial condition of DSA, namely
a share capital increase reserved to the Belgian and French States in compliance with the
minimum price rule set forth in Article 598 of the BCC.
The Board believes that this share capital increase should be of a total amount of EUR 5.5
billion, in order to restore DSA’s net assets to a level above half the share capital, to satisfy
all its contractual obligations vis-à-vis DCL and its subsidiaries and to proceed with a share
capital increase in DCL for an amount of EUR 2 billion. These last two transactions are
imperative in order to allow DCL to continue to comply with its net stand alone asset ratios.
The share capital increase will also allow DSA and the Dexia group to continue to implement
the orderly resolution of the group in accordance with the terms of the orderly resolution plan
that will shortly be filed with the European Commission, and allow for the run off of assets
until their maturity, thus avoiding the negative consequences described in the 633 Special
Report. The amount of EUR 5.5 billion corresponds to the amount that the Board considers
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necessary in order for DSA to benefit, after the share capital increase in DCL and satisfaction
of its contractual obligations vis-à-vis DCL and its subsidiaries, from sufficient net assets and
liquidity to cope with future changes to the economic and financial environment in which the
Dexia group operates, to the extent that such changes can be deemed foreseeable at the date
hereof. The amount of the share capital increase has therefore been determined in such a way
as to allow the Dexia group to continue its orderly resolution subject to no significant
deterioration in the credit risk and subject to the markets evolving in accordance with current
projections.
2.5

Given the condition of DSA, described above, the amount of the required recapitalization and
the general urgency of the situation, the implementation of a share capital increase reserved to
the Belgian and French States appears to be the only solution. The States have agreed to the
following apportionment: (i) the Belgian State acting directly or through the Société Fédérale
de Participations et d’Investissement, pursuant to a delegated mission, will subscribe to the
share capital increase for an amount of EUR 2.915 billion; and (ii) the French State will
subscribe to the share capital increase for an amount of EUR 2.585 billion.
The new shares that would be subscribed by the Belgian and French States would benefit
from preferential rights in accordance with the principle, already announced by DSA during
the publication of the 2011 annual report and mentioned again in the press release dated
August 3, 2012 (1H 2012 Results and Update on the Progress of the Group’s Resolution
Plan), that any future improvement in the financial condition of DSA will firstly and mainly
benefit the guarantor States given the risk that they bear pursuant to the guarantee granted to
the Dexia group.
Those preferential rights also implement the burden sharing requirements set forth by the
European Commission in accordance with State aid rules. Indeed, the European Commission
has indicated that, in this case, it would only approve the final orderly resolution plan of the
Dexia group if, in case of a recapitalization by the States, it included a full economic eviction
of existing shareholders.

3.

TERMS OF THE SHARE CAPITAL INCREASE
The Board has resolved to propose to the general meeting of shareholders a share capital
increase in cash, reserved to the Belgian and French States in an amount of EUR 5.5 billion.
The main terms of the proposed share capital increase are the following:

3.1

Conditionality. If the general meeting approves the share capital increase, the effective
implementation thereof would be subject to (i) obtaining all statutory and regulatory
authorizations required for the subscription of the new shares by the Belgian State (acting
directly or through the Société Fédérale de Partcipations and d’Investissement, pursuant to a
delegated mission) on the one hand, and by the French State, on the other, and (ii) the
authorization by the European Commission pursuant to State aid rules. The Belgian and
French States expect that the share capital increase will take place before December 31, 2012.

3.2

Amount. The aggregate amount of the cash subscriptions by the States would be EUR 5.5
billion. Given that the proposed issuance price per new share is EUR 0.19, and therefore
below the accounting par value of existing shares, being EUR 0.2565, the aggregate amount
subscribed will be booked to the share capital, which would be increased from EUR
500,000,000 to EUR 6,000,000,000.
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3.3

Subscription price. The subscription price would be EUR 0.19, being the average closing
DSA share price on NYSE Euronext Brussels for the 30 calendar day period prior to the
resolution of the Board, dated November 14, 2012, proposing to the extraordinary general
meeting of shareholders to proceed with the envisaged share capital increase. This price is
lower than the accounting par value of the existing shares of the Company, being EUR
0.2565.

3.4

Issuance of preference shares. The share capital increase would take the form of an
issuance of 28,947,368,421 new preference shares, granting the right to dividends for the
ongoing financial year, issued in consideration for an immediately paid up contribution in
cash of EUR 5.5 billion.
The new shares would be issued without VVPR strips.
The new shares would grant their owners the rights described in the wording proposed as a
new Article 4ter of the Company’s articles of association, pursuant to the proposed resolution
nr. 4.3 of the convening notice to the Company’s extraordinary general shareholders’ meeting
to be held on November 21, 2012, and summarized hereafter.
3.4.1

Voting rights. The new preference shares would have the same voting rights as the
existing shares.

3.4.2

Dividends. Subject to the occurrence of the proposed share capital increase, all
dividend distributions by the Company will, hence forth, be allocated in priority to the
holders of preferred shares, up to an amount per preference share corresponding to 8%
per annum of the amount of the subscription price paid for such share. Any potential
surplus would then be allocated to the holders of ordinary shares up to an amount per
share corresponding to the amount distributed to the preference shares and any
remainder will then be distributed on a pari passu basis to the holders of both classes
of shares.

3.4.3

Liquidation supplement. Any potential shortfall, in respect of the preference shares,
between the amount corresponding to 8% of the subscription price paid for such share
and the effective amount of the yearly dividend distribution, will not be carried
forward to future annual distributions, but this difference and any other differences in
subsequent years would constitute a liquidation supplement (the “Liquidation
Supplement”) payable in priority, in accordance with the terms set forth below, to the
holders of preference shares.

3.4.4

Liquidation distributions. Subject to the occurrence of the proposed share capital
increase, and upon a subsequent liquidation of the Company, any distributions in
connection therewith will be allocated in priority to the holders of preference shares up
to an amount per preference share equal to the subscription price paid for such share,
increased by any Liquidation Supplement and reduced by any amounts already repaid
in connection with a share capital reduction. Any remainder would then be allocated
to the holders of ordinary shares up to an amount representing their right to a capital
reimbursement in respect of such shares and then up to an amount corresponding to the
Liquidation Supplement, and any remaining amount will then be allocated on a pari
passu basis to holders of both classes of shares.
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3.4.5

Share capital reductions in kind, share buy-backs. Subject to the occurrence of the
proposed share capital increase, the product of future share capital reductions of the
Company carried out by repayments to shareholders, will be booked in priority against
the part of the share capital represented by the preference shares and will be allocated
in priority to the holders of preference shares up to an amount equal to the subscription
price paid for such share, reduced by any amounts already repaid pursuant to any share
capital reductions.
Subject to the occurrence of the proposed share capital increase, future share buybacks by the Company will be carried out in priority on preference shares.
Subject to the occurrence of the proposed share capital increase, no share capital
reduction operations or share buy-back transactions may be carried out in respect of
ordinary shares without the prior approval of at least 75% of votes attached to the
preference shares.

3.4.6

Share capital reductions in order to set-off losses or create reserves. Subject to the
occurrence of the proposed share capital increase, future share capital reduction
operations of the Company with a view to setting off losses or to create reserves will
be booked in priority against the ordinary shares, meaning that any right to the
reimbursement of share capital in respect of each ordinary share will be reduced by the
same amount. However, such share capital reduction transactions would be carried out
in such a way as to ensure that the total amount of the right to the repayment of share
capital of all the shares of a given class shall remain strictly positive. For the rest, the
rights attached to the shares shall not be affected.

3.5

Warning. Items 3.4.2 to 3.4.6 are a summary of the rights attached to the preference shares
that are proposed to be issued. The Board refers to the proposed wording for the new Article
4ter of the articles of association, pursuant to the proposed resolution nr. 4.3 in the convening
notice to the extraordinary general shareholders’ meeting of the Company to be held on
November 21, 2012, for a precise and complete explanation of such rights.

3.6

Subscribers. The share capital increase would be subscribed by the Belgian and French
States; The apportionment of the new preference shares (the “class B shares”) would be the
following:

3.7

3.6.1

Belgian State acting directly or through the Société Fédérale de Participations et
d’Investissement acting pursuant to a delegated mission: 15,342,105,263 class B
shares; and

3.6.2

French State: 13,605,263,158 class B shares.

Corporate resolutions. In order to be approved, the proposal of the Board to increase the
Company’s share capital and to disapply the preferential subscription right of existing
shareholders requires the presence of shareholders representing at least half of the share
capital and the approval of at least 75% of votes cast at the extraordinary general meeting. If
the share capital increase is approved by the general meeting, the Board would propose to the
shareholders to delegate to two board members of DSA the powers to finalize the transaction
and to acknowledge that the share capital increase has effectively taken place.
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The share capital increase would be evidenced in a notarial deed drawn up on or around
December 28, 2012 and the new class B shares of DSA would be issued at that date. The
share capital would be increased by the aggregate amount of the subscriptions, being EUR 5.5
billion. As a result, the share capital would be increased from EUR 500 million to EUR 6
billion.
4.

REASON FOR THIS REPORT – APPLICABLE STATUTORY RULES

4.1

Disapplication of the preferential subscription right (Article 596 of the BCC). The Board
proposes to increase the share capital of DSA by issuing 28,947,368,421 class B shares, in
accordance with the terms set forth under item 3 above. In connection with such share capital
increase, the Board proposes to disapply the preferential subscription right of existing DSA
shareholders set forth in Articles 592 and following of the BCC. The share capital increase is
therefore subject to the conditions and formalities set forth in the BCC for the disapplication
or limitation of the preferential subscription right.
Article 596, second indent of the BCCs stipulates that in case of disapplication or limitation
of the preferential subscription right, “the board must justify its proposal in a detailed report
on, in particular, the price of the issuance and the financial consequences of the transaction
for the shareholders. (…).”

4.2

Identification of the subscribers and minimum price rule (Article 598 of the BCC). The
proposed share capital increase would take place with disapplication of the preferential
subscription right in favor of determined persons who are not members of the personnel.
Article 598 of the BCC states that in case of disapplication or limitation of the redemption
right in favor of determined persons who are not members of the personnel, “the identity of
the beneficiary or beneficiaries of the limitation or disapplication of the preferential
subscription right must be mentioned in the report drawn up by the board of directors (…).
In addition, the issue price, in listed companies, may not be lower than the average share
price over the 30 day period prior to the beginning of the issuance”.

4.3

Issuance of shares under the accounting par value (Article 582 of the BCC). The Board
proposes to increase the Company’s share capital by issuing 28,947,368,421 class B shares at
a price per share equal to the average DSA closing share price on NYSE Euronext Brussels
during the 30 day period prior to the decision of the Board proposing to the extraordinary
general meeting of shareholders to proceed with a share capital increase, being EUR 0.19.
This subscription price would be lower than the current accounting par value of the DSA
shares, being EUR 0.2565 (the share capital being equal to EUR 500,000,000 represented by
1,948,984,474 shares). The issuance of shares is therefore subject to the conditions and
formalities of the BCC in case of issuance of shares below the accounting par value of the
existing shares of the same class.
In this respect Article 582, second indent of the BCC states, in this respect, that “the
transaction must be the object of a detailed report by the board on, in particular, the issuance
price and the financial consequences of the transaction for the shareholders”.

5.

NEED TO DISAPPLY THE PREFERENTIAL SUBSCRIPTION RIGHT

5.1

Given (i) DSA’s situation, as described under item 2 above, (ii) the amount of the required
recapitalization, and (iii) the general urgency of the situation, the Board considers that the
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recapitalization of DSA by the Belgian and French States is the only solution which will
allow DSA to continue its activities and for its subsidiaries (mainly DCL) to avoid an
insolvency situation. A disorderly liquidation of DSA or the bankruptcy of DCL would have
serious and systemic consequences further described in the 633 Special Report.
An urgent recapitalization of the Company is therefore required. However, the timeframe and
the formalities related to a share capital increase with preferential subscription rights (and, in
particular, the requirement to prepare and seek the approval of a public offering prospectus)
would have been incompatible with the need for a recapitalization in the very near future. In
addition, given the amount of the recapitalization and the limited probability of any return on
the new shares, it is very probable that a public offer would have been insufficiently
subscribed.
5.2

In addition, given that the share capital increase would be a reserved share capital increase,
and that the minimum price rule of Article 598 of the BCC will apply, the dilution of existing
shareholders not taking part in the share capital increase will be limited.1

5.3

The Board therefore believes that, given the context described under item 2 above and further
detailed in the 633 Special Report, the structure of the operation, being a reserved share
capital increase with disapplication of the preferential subscription right, proposed by the
Board is the best suited and the disapplication of the preferential subscription right, for DSA’s
existing shareholders, would therefore be in the corporate benefit of DSA, including its
shareholders and stakeholders interests, including the group’s creditors, the guarantor States
and the employees of DSA and its subsidiaries.

6.

IDENTIFICATION OF SUBSCRIBERS AND DETERMINATION OF THE SUBSCRIPTION PRICE
In accordance with Article 598 of the BCC, (i) the beneficiaries of the share capital increase
with disapplication of the preferential subscription right have been identified (see item 3.6
above); and (ii) the issuance price would be equal to the average DSA’s closing share price on
NYSE Euronext Brussels during the 30 calendar day period prior to the resolution of the
Board, taken during its meeting held on November 14, 2012, proposing the share capital
increase to the extraordinary general meeting of shareholders, being EUR 0.19 per share.

7.

CONSEQUENCES OF THE SHARE CAPITAL INCREASE ON THE SHAREHOLDERS

7.1

Shareholder dilution. Following the proposed share capital increase, the stake of existing
shareholders would be reduced from 100% to 6.31%. The potential stake of holders of
securities giving an access to the share capital (in this case, subscription rights issued by
DSA) would be diluted to that extent.
The position of existing shareholders would be modified as follows following the share
capital increase:

1

It is, however, stressed that the characteristics of the preference shares will entail, in addition to a
dilutive effect in terms of percentage of ownership of the share capital and voting rights, the
crystallization of a value close to zero and quasi-absence of prospects for any returns or increases to the
value on existing shares. Please see item 7. hereafter in relation thereto.
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Stake before the proposed
share capital increase
Caisse des dépôts et consignation
Holding Communal
Groupe Arco
État fédéral belge via Société Fédérale
de Participations et d’Investissement
État français
Groupe Ethias
CNP Assurances
Région flamande via le Vlaams
Toekomstfonds
Région wallonne
Région de Bruxelles-Capitale
Employees
Others

1
2

7.2

17.61%
14.26%
10.19%
5.73%

Stake after the
proposed share capital
increase
1.11%
0.90%
0.64%
50.02%

5.73%1
5.04%
2.96%
2.87%

44.40%2
0.32%
0.19%
0.18%

2.01%
0.86%
0.57%
32.17%

0.13%
0.05%
0.04%
2.03%

through the Société de prise de participation de l’Etat.
0.36% held through the Société de prise de participation de l’Etat and 44.04% held directly.

Economic consequences of the preferential rights of the B shares.
7.2.1

The preference rights of the new shares reflect the principle that the probability of
dividends, share capital repayments or liquidation proceeds to existing shareholders is
extremely limited.

7.2.2

These preferential rights, which are a condition imposed by the Belgian and French
States to the recapitalization of DSA, constitute the implementation, on the one hand,
of the already stated principle that any improvement in the future financial situation of
the Company must firstly and mainly benefit the guarantor States, given the risks they
bear and, on the other, the requirements of the European Commission in terms of
burden sharing. Indeed, the European Commission has indicated, in this case, that it
would not approve the definitive orderly resolution plan of the Dexia group unless it
provided, in case of a recapitalization by the States, for a full economic eviction of
existing shareholders.

7.2.3

The class B preference shares also give their holder a preferential right in case of share
capital reductions in DSA in order to set off losses or to create a reserve (see point
3.4.6 above). Such share capital reduction transactions shall be allocated to the class
A ordinary shares in priority, meaning that the part of the share capital that each class
A ordinary share represents shall be reduced (it being understood that it must remain
above zero) and without, however the other rights, including voting rights, attached to
such class A ordinary shares being affected. Since the part of the share capital
represented by the class A ordinary shares would amount to EUR 500,000,000
following the share capital increase proposed by the Board, any share capital reduction
by an amount equal to or higher than EUR 500 million would result in the part of the
share capital represented by the class A ordinary shares being close to zero and in the
right of holders of class A ordinary shares to a share capital reimbursement being
reduced to close to zero, without such amount being able to be reduced below zero.
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8.

7.2.4

Given that the financial statements at September 30, 2012, show negative net assets in
an amount of EUR 2.685 billion, the Board shall probably be required, all other things
being equal, to book a loss equal to or higher than EUR 2.685 billion in the financial
statements at December 31, 2012 and to propose to the extraordinary general meeting
of shareholders of DSA to approve a formal share capital reduction in DSA in order to
set off the losses or a part thereof; the Board will probably also propose an additional
share capital reduction in order to create a reserve for future losses and thus bring the
share capital level back to an adequate level, in order to avoid the probability of a new
situation in which the net assets would be insufficient vis-à-vis the share capital. In
accordance with the preferential rights of the class B shares, these share capital
reductions would be set off in priority against the class A ordinary shares which means
that the part of the share capital represented by the class A ordinary shares would be
reduced to an amount close to zero (it being understood that such amount must remain
positive) and that the rights of the holders of class A shares to any share capital
repayment would be reduced to an amount close to zero (it being understood that it
would not be reduced below zero). The holders of class A ordinary shares would,
however, keep their voting rights, and the right to any dividends in the event, which
Dexia considers to be unlikely, that any distributions are higher than the preferential
dividend due to the class B shares.

7.2.5

Whilst, as indicated above, the rights of preference shares reflect the principle that the
prospects of dividends, share capital or liquidation proceeds reimbursements to
existing shareholders are extremely limited, the Board believes that this simply
confirms an existing situation: since the net assets are negative and the prospects for
future dividend distributions are extremely limited, the value of existing shares is,
today, de facto equal to zero.

CONCLUSION
The Board notes that the conditions imposed by the States and the European Commission in
relation to the recapitalization of the group by the States results in the implementation of the
principle which has already been communicated to the shareholders and to the market in the
2011 annual report, in accordance with which any future improvement in the financial
condition of Dexia must primarily benefit the States. These conditions therefore crystallize a
value close to zero and prospects for future profitability or value increases that are quasiinexistent for existing shares.
However, the Board believes that this inexistent value results from the actual situation of the
group at the date hereof and not from the terms of the share capital increase which only
crystallize such situation: since the net assets are negative and it is already established that
any future profits will primarily benefit the States, the actual financial value of existing shares
has already been reduced to zero (notwithstanding the current share price).
The Board must in addition, given the circumstances, take into account the interest of other
stakeholders, including the group’s creditors, the guarantor States and the personnel of DSA
and its subsidiaries as well as the major systemic risks mentioned in the 633 Special Report.
It therefore considers that the proposed share capital increase, which will reconstitute DSA’s
net assets and allow it to continue its activities and those of the Dexia group, and to avoid the
bankruptcy of DCL, which would lead to the extreme systemic risks described above and in

10

the 633 Special Report, is in accordance with the corporate benefit of the Company, which
includes the interest of all its stakeholders.
The Board therefore concludes that, given the above, it is necessary in order to comply with
the corporate benefit, to disapply the preferential subscription right of existing shareholders
foreseen by Article 592 and following of the BCC. This disapplication will allow for the
implementation of what has appeared to be the only possible structure for the transaction in
the circumstances and is therefore in accordance with the corporate benefit of the Company
and all its stakeholders.

*

*

*

Done in Brussels on November 14, 2012.
For the board of directors,

Karel De Boeck
Chief Executive Officer

Robert de Metz
Chairman of the Board of Directors

Annex: Draft report by the statutory auditors
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