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Research Update:

LeasePlan Downgraded To 'BBB-/A-3' On
Announced Financing For Sale To Investor
Consortium; Outlook Stable

Overview

* On Feb. 1, Dutch bank LeasePl an Corporation N V. announced that
regul ators have approved its sale to a consortiumof investors, funded
through a mi x of sharehol der equity and debt.

* In our view, the transaction structure and resulting double |everage
restricts the financial flexibility of the group, dininishing the
credi tworthiness of LeasePl an

W are therefore |owering our ratings on LeasePlan to 'BBB-/A-3" from
"BBB/ A-2' and renoving them from Credi t Wat ch negative, where they were
pl aced on July 28, 2015.

e W are also assigning a 'BB+ issuer credit rating to Lincoln Financing
Hol di ngs PTE Ltd. (Singapore), the intermedi ary nonoperating hol di ng
conmpany of the vehicle issuing the proposed senior secured notes that
will part-fund the acquisition.

» The stable outl ook on LeasePlan reflects our view that LeasePlan w |l
maintain its solid operating performance, and that the new ownership will
not result in a nore aggressive financial policy and risk appetite.

Rating Action

On Feb. 3, 2016, Standard & Poor's Ratings Services lowered its |ong- and
short-termcounterparty credit ratings on Dutch bank LeasePl an Corporation
N.V. to "BBB-/A-3 from'BBB/A-2'. The outl ook is stable.

At the sane time, we renoved the ratings from CreditWatch, where we initially
pl aced themwith negative inplications on July 28, 2015.

W al so assigned a 'BB+' issuer credit rating to Lincoln Financing Hol di ngs
PTE Ltd. (Singapore), the internediary nonoperating hol di ng conpany of Lincoln
Fi nance Ltd. (Jersey), issuer of the proposed €1.55 billion senior secured
notes. The outlook is stable. W assigned a 'BB+ rating to the proposed

not es.

Rationale

The rating actions foll ow LeasePl an's announcenent that regul ators have
approved its sale to a consortiumof investors, funded with a m x of
shar ehol der equity and debt. In our view, the approved transaction wll
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di m ni sh the creditworthi ness of LeasePlan because it will lead to a nmarked
increase in |everage at the consolidated group |evel.

Fi nanci al sponsor ownership can lead to further risks related to financial
policy and risk appetite, but we have limted the downgrade to one notch. W
beli eve that LeasePlan will continue to operate largely as an independent,
regul ated entity, through the "Structuurregine.” This piece of |egislation
requires separation of the non-executive supervisory board, the executive
managenment board, and LeasePl an's shareholders. This is likely to provide
LeasePl an with a reasonabl e degree of protection fromdirect sharehol der

i nfl uence on financial policy.

Under the proposed transaction terns, the consortiumof investors will finance
the acquisition of LeasePl an through about €1.9 billion equity, a €0.5 billion
mandat ory exchangeable facility (MEF) that will convert to equity after three
years, and €1.6 billion senior secured notes. The interest payments on the
proposed seni or secured notes, to be issued by Lincoln Finance Ltd. (Jersey),
wi Il depend on the flows of dividends upstreaned from LeasePl an

Therefore, in line with our group rating net hodol ogy, we now consi der
LeasePlan to be part of a wi der group and we have deternined a group credit
profile (GCP) based on the new group structure. (A GCP is not a rating, but a
conponent of a rating that represents our opinion of a group's
creditworthiness as if it were a single legal entity.) LeasePlan is by far the
| argest part of the group, contributing close to 100% of the consoli dated
group assets. W therefore viewit as a core group entity and equalize the

i ssuer credit rating on LeasePlan with the GCP.

In our view, our projected risk-adjusted capital (RAC) ratio for LeasePl an
(the stand-al one regul ated entity) of 12.5% 13.0% over the next 12-24 nonths
insufficiently captures the risks present at the consolidated group |evel.
This is partly because of the relatively high double |everage at the ultimte
hol di ng conpany | evel, which we cal culate at 180% 190% (a pro fornma

cal cul ati on, based on the proposed transaction structure, of investnent in
subsi di ari es divided by hol di ng conmpany sharehol ders' equity). Qur view of the
wi der group's capitalization is al so weaker than LeasePlan's RAC ratio on a
consol i dated basis. To reflect these factors, we nake a qualitative adjustnment
to our risk position assessnent, revising it down to noderate from adequate.
The other factors that underpin our group credit profile are the sane as our
assessnment of LeasePlan prior to the transaction. This results in a GCP of

' bbb-".

W& expect LeasePlan's operating performance to remain solid over the two-year
out | ook horizon, even allowing for potentially |ess-favorable secondhand auto
market conditions. It's currently difficult to quantify the potential effect
on the residual value of LeasePlan's fleet, follow ng the recent engine

em ssi ons and fuel consunption issues at Vol kswagen, but our base-case
expectation is that any direct financial inmpact will be nanageabl e.

Qur rating on Lincoln Financing Hol dings PTE Ltd. (Singapore) (FinCo) is based
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on our assessnent of it as the nonoperating hol di ng conpany (NOHC) of the
vehicl e issuing the senior secured notes. Under our group rating nethodol ogy
for NOHCs, we usually assign an issuer credit rating (ICR) to the NOHC one
notch below the GCP if the latter is 'bbb-' or above, to reflect the NOHC s
reliance on dividends being upstreamed to nmeet its obligations. This applies
to FinCo. W do not notch down twi ce for structural subordination, as we
consi der that potential regulatory barriers to cash flows will only exist

bet ween LeasePl an as an operating conpany and LeasePl an's hol di ng conpany, LP
Group B.V. (The Netherlands). W do not consider that there will be further
potential barriers to cash fl ows beyond LeasePl an G oup B.V. to FinCo.

We also believe that liquidity at FinCo will be adequate to service its
obligations, as covenants to the senior secured notes and the MEF restrict
di vidends to sharehol ders while the MEF has not been converted to equity. The
i ndenture al so requires that interest coverage be mmintained at a | evel of
2.5x. W therefore expect a noteworthy build-up of excess cash and hi gher
coverage levels for at least three years, while the MEF is not converted and
LeasePl an is upstream ng dividends to the NOHC.

We equalize the rating on the proposed senior secured notes with the 'BB+ ICR
on FinCo. The rating is subject to our review of the notes' final
docunent ati on.

Outlook

The stable outlook reflects our view that, over the next two years, LeasePl an
will maintain its solid operating performance, strong capitalization, and
supportive asset quality profile, and that new ownership will not result in a

nore aggressive financial policy and risk appetite.

Downside scenario

We could |l ower the ratings on LeasePlan if we see evidence that its new
ownership is altering the business or financial strategy of the conpany; for
exanple, if the new owners further |everaged the hol ding structure above
LeasePlan in a way detrinental to its creditworthiness.

Upside scenario

A positive rating action is unlikely within the next two years, in our view

However, we could consider an upgrade if we believed that the doubl e | everage
at the ultimte hol ding company was materially dinnishing or if we expected

LeasePlan to naintain a RAC rati o sustainably above 15%

Related Criteria And Research

e Group Rating Methodol ogy, Nov. 19, 2013
 Revised Market Ri sk Charges For Banks In Qur Risk-Adjusted Capital
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Framewor k, June 22, 2012

Quantitative Metrics For Rating Banks d obal ly: Methodol ogy And
Assunptions, July 17, 2013

Bank Capital Methodol ogy And Assunptions, Dec. 6, 2010

Banki ng I ndustry Country Ri sk Assessment Met hodol ogy And Assunpti ons,
Nov. 9, 2011

Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011

Conmer ci al Paper |: Banks, March 23, 2004

Bank Hybrid Capital And Nondeferrabl e Subordi nated Debt Met hodol ogy And
Assunptions, Jan. 29, 2015

Met hodol ogy For Mapping Short- And Long-Term Issuer Credit Ratings For
Banks, May 4, 2010

Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

Ratings List

Downgr aded; CreditWatch/ Qutl ook Action

To From
LeasePl an Corporation N. V.
Counterparty Credit Rating BBB-/ St abl e/ A-3 BBB/ WAt ch Neg/ A- 2
Seni or Unsecured BBB- BBB/ WAt ch Neg
Conmrer ci al Paper (1) A-3 A- 2/ Wt ch Neg
LeasePl an Australia Ltd.
Seni or Unsecured (2) BBB- BBB/ Wat ch Neg

New Rat i ng

Li ncol n Fi nanci ng Hol di ngs PTE (Si ngapore) Ltd.
Counterparty Credit Rating BB+/ St abl e/ - -

Li ncol n Finance (Jersey) Ltd.
Seni or Secured (3) BB+

(1) Co-issued by LeasePlan Australia Ltd., LeasePlan Finance N. V. (Dublin
Branch), and LeasePl an New Zeal and Ltd.

(2) Quaranteed by LeasePl an Corporation N. V.

(3) Guaranteed by Lincoln Financi ng Hol di ngs PTE (Si ngapore) Ltd.

Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@standardandpoors.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT FEBRUARY 3, 2016 5

1572608 | 302152880



Research Update: LeasePlan Downgraded To 'BBB-/A-3' On Announced Financing For Sale To Investor
Consortium; Qutlook Stable

i nfornati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at spcapitalig.com All

ratings affected by this rating action can be found on Standard & Poor's
public Wb site at www standardandpoors.com Use the Ratings search box
located in the left colum. Alternatively, call one of the foll owi ng Standard
& Poor's nunbers: Cient Support Europe (44) 20-7176-7176; London Press Ofice
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;

St ockhol m (46) 8-440-5914; or Mscow 7 (495) 783-4009.
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