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As part of the second line of defence, Legal supports all
businesses in adequately discharging their responsibilities
as the first line of defence with regard to legal risks, while
keeping sufficient oversight of the group's legal risks and
preserving the reputation of the bank as a whole. The
Legal department’s main objective is to be the trusted
provider of legal services. Legal is a member of the
various business risk committees and is also represented
in the Group Risk Committee.

The Managing Board has adopted a legal mandate that
sets the framework for managing and monitoring legal
risks. The legal mandate provides specific guidance as to
when the involvement of the legal department is required
in order to preserve the bank’s reputation and to warrant
consistency of all legal policies and guidelines.

Compliance risk

Compliance risk is the risk of legal or regulatory sanctions,
material financial loss or reputation harm that ABN AMRO
may suffer as a result of its failure to comply with laws
and regulations, self-regulatory organisation standards,
codes of conduct or generally accepted market standards
applicable to its activities as a provider of financial
services. Establishing and maintaining a permanent,
effective and independent compliance function assists
senior management in identifying, assessing and
effectively managing the bank’s compliance risk, including
the associated reputation risk. It is one of the many ways
in which the bank expresses its resolve to uphold proper
standards and to comply with generally accepted

principles of governance applicable to financial institutions.

Model risk

Model risk represents the loss resulting from the
weaknesses arising from the use of models. Model risk
is managed and mitigated through a rigorous process of
model (creation) initiation, model development, model
validation, use, performance and back testing and use
control again. In addition, manual controls are in place to
validate critical outputs.

Remuneration risk
Management of remuneration risk is explained in the
Corporate governance section.
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Financial reporting risk

Financial reporting risk is the risk of a lack of fair
presentation in the financial statements as a result of
material misstatements in one or more of the amounts
stated in the financial statements or in disclosures.

A material misstatement is defined as an omission or
misstatement that could influence the economic decisions
of users, taken on the basis of the financial statements.

The Group's internal control over financial reporting is

a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the
preparation of financial statements for external purposes
in accordance with IFRS, as adopted by the

European Union.

1.4 Regulatory developments™

1.41 Baselll

Basel Il Pillar 1

Until the Legal Merger, FBN reported under the Basel Il
Advanced-IRB regime, using the Advanced Internal Rating
Based Approach (A-IRB) for credit risk, the Advanced
Measurement Approach (AMA) for operational risk for
the majority of its portfolio and Value-at-Risk (VaR) for
market risk.

Prior to 1 April 2010, ABN AMRO reported its regulatory
capital under Basel I. As of 1 April 2010, ABN AMRO also
reports under Basel Il, using the A-IRB for credit risk,

the standardised approach for operational risk and the
standardised approach for market risk.

Consolidated capital ratios for the combined bank are not
available for the period prior to 1 April 2010.

Prior to the Legal Merger, both banks reported their capital
positions to the Dutch central bank on a separate basis.
Following the Legal Merger the calculation of risk-
weighted assets and capital figures has been harmonised.

Since the Legal Merger, the bank is in the process of
harmonising the application of Basel Il policies,

methodologies and models with respect to regulatory

" Unaudited
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capital and risk weighted assets calculation for the
merged bank. ABN AMRO is pursuing roll-out of the
advanced Basel Il approach for credit, operational and
market risk. To achieve full advanced Basel Il compliance,
a roll-out plan has been formulated to migrate several
credit risk portfolios, currently reported based on the
standardised approach, to Internal Rating Based Approach
and implement the Internal Model Method and the
Advanced Measurement Approach for market risk and
operational risk respectively and to harmonise models.

Basel Il Pillar 2"

The objective of Pillar 2 is to enhance the link between
an institution’s risk profile, its risk management, risk
mitigation and its capital. The Internal Capital Adequacy
Assessment Process (ICAAP) assesses the overall capital
adequacy in relation to the risk profile of the bank based
on all risks and including stress testing. The ICAAP also
defines the strategy to maintain adequate capital levels.
The ICAAP is based on internal models for economic
capital. It is supplemented with add-ons based on the
expected impact of migration to target economic capital
models and add-ons regarding risks assessed to be not
fully covered within the current economic capital models.

ABN AMRO includes an assessment of future capital
adequacy. A stress-testing framework is in place to
execute integrated bank-wide stress tests. The result

of the ICAAP is discussed in the Group Risk Committee.
The full ICAAP is performed annually.

Economic capital®

Economic capital is an important risk measure defined as
the amount of capital required to guarantee economic
solvency. Economic capital is compared to the Available
Financial Resources of the bank, to monitor if sufficient
capital is available to meet the internal capital requirements.
Economic capital requirements are monitored monthly and
reported in quarterly Capital Adequacy Assessment Reports
and yearly ICAAP statement.

Economic capital is also used as a parameter for risk
aggregation, capital allocation and performance and limit
steering. Economic capital figures are also used at
transactional level in all pricing tools. These tools act as
a decision making mechanism for assessing the
attractiveness of a new transaction, within the given

Y Unaudited

portfolio of ABN AMRO. The economic capital metric
covers all material risks described in the ABN AMRO
risk taxonomy.

Economic capital is currently reviewed and reported on

a quarterly basis. This economic capital was composed of
economic capital figures of former FBN, economic capital
figures of ABN AMRO, add-ons based on expected impact
of migration to target economic capital models and
add-ons regarding risks assessed to be not fully covered
within the current economic capital models.

In 2011 ABN AMRO intends to calculate economic capital
based on fully integrated economic capital models.

Basel Il Pillar 37

ABN AMRO will publish the Pillar 3 report together with
the Annual Report 2010. The Pillar 3 report includes
additional risk management disclosures.

7.4.2 Basel llI"

CRD I

The Capital Requirements Directive (CRD) came into force
on 1 January 2007 and was introduced as a supervisory
framework in the European Union, designed to ensure
the financial soundness of credit institutions. The Directive
reflects the Basel Il rules on capital measurement and
capital standards.

In response to the global crisis, the Basel Committee on
Banking Supervision has implemented a number of
changes to the Basel Il framework. These changes are
implemented in the EU through modifications to the CRD.

The first modifying directive, CRD I, was adopted in 2009,
and the changes became effective in the Netherlands

in December 2010. CRD Il includes changes regarding
the classification of hybrid capital instruments,

the introduction of a retention requirement for own
securitisations, new requirements for liquidity risk
management, and technical changes of the credit risk
requirement. The impact on the capital position is an
increase in risk weighted assets of less than EUR 100
million mainly due to the technical changes to the credit
risk requirement. The impact on the capital ratios is
insignificant.



CRD III?

The second modifying directive, CRD Ill, was adopted by
the European Union on 14 December 2010 and will enter
into force on 31 December 2011, except for the extension
of the Basel | floor (effective 1 January 2010), extension
of the Downturn-LGD floor (effective 31 December 2010)
and the remuneration rules (effective 1 January 2011).
The impact on ABN AMROQO's capital position is expected
to be limited.

Basel llI/CRD IV/FSB-G20"

In December 2009, the Basel Committee made reform
proposals to the Basel framework for capital and funding
standards (Basel IIl). ABN AMRO participated in the
Quantitative Impact Study organised by the Basel
Committee in the first half of 2010. The final Basel IlI
requirements were published in December 2010. The final
changes are to be introduced into legislation in 2011 in
the third modifying directive, CRD IV. Their implementation
is expected to be phased in over a period of at least five
years as of the end of 2012.

ABN AMRO carefully studies developments in order to
be able to prepare for and determine the impact of the
implementation of the new Basel Il guidelines. Based on
current knowledge of the Basel Ill capital regulations

and the bank’s current capital ratios, capital structure

and leverage, ABN AMRO believes it is in a good position
to comply with the new capital regulations within the

set timeframe.
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The proposed minimum requirements do not include
possible surcharges for systemically important financial
institutions.

ABN AMRO expects to be relatively well positioned with
respect to the introduction of Basel Ill requirements. The
current core Tier 1 ratio equals 10.4% which exceeds the
new minimum common equity requirement of 7% under
Basel lll. Applying the already known requirements in
full to the capital base and capital requirements, the
common equity ratio is expected to amount to 8.6%.

The new capital deductions and prudential filters expected
to be gradually applied as from 2013, is expected to have
a total negative impact of around EUR 1.0 billion resulting
in a 0.8% lower Tier 1 ratio, mainly due to the effect of
deduction of the defined benefit pension fund asset from
capital. Loss of eligibility of Tier 1 capital instruments,
including preference shares, results in a decrease in
capital of EUR 1.2 billion, which translates into a 1.0%
lower Tier 1 ratio.

Under the new rules, the risk weighted assets are
expected to increase resulting in a 1.0% lower Tier 1 ratio,
mainly due to an increase in the capital requirement for
the treatment of mark-to-market counterparty risk losses
(CVA capital charge).

The full impact of Basel Il depends on the release of
the final rules and their interpretation into European and
national laws. Several uncertainties still exist regarding

Development of year-end 2010 capital position against proposed minimum requirements Basel Il

%

YE 2010 capital ratios in terms of Basel | & IlI

Proposed minimum requirements

20 105
15 3.8
0.5
5 104 9.9 86 45
I 35 70
Actuals YE 2010 Actuals YE 2010 Actuals YE 2010 Requirements Requirements
Basel Il Basel 1112013 Basel Il full phase-in Basel 1112013 Basel 1112019
E Core Tier 1 I Total Tier E Tiern

Y Unaudited
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the treatment of the countercyclical buffer and the
requirements for systemically important financial
institutions within the Netherlands. These requirements
have therefore not been taken into account. ABN AMRO
expects to be classified as a significantly important
financial institution.

Furthermore, the analysis does not take into account the
changes in equity due to retained earnings, possible future
dividends paid, the impact of business growth or the
impact of mitigating actions. Basel Ill sets a minimum
requirement for a leverage ratio of 3%. This minimum is
applicable as of 2018. The current leverage ratio equals
3.3%. ABN AMRO strives to manage its balance sheet in
line with this requirement. Planning and monitoring of the
expected Basel Il capital ratios and leverage ratio is part
of the capital management process.

7.5 Management Control Statement”
Under best practice provisions 11.1.4 and II.1.5 of the Dutch
Corporate Governance Code, the ABN AMRO Managing
Board is requested to describe main risks related to the
strategy of ABN AMRO, to describe internal risk
management and internal control for the main risks during
the year, to describe any major failings (if any) and to
substantiate the operation of internal risk management
and internal control (related to financial reporting risks)
during the year under review, and to state its adequacy
and effectiveness.

ABN AMROQO's internal risk management and internal
control is a process, effected by the Managing Board,
management, and other personnel, which is designed to
provide reasonable assurance regarding the achievement
of objectives in the following categories: (i) effectiveness
and efficiency of operations; (ii) reliability of reporting;
(i) compliance with laws and regulations and

(iv) high-level goals of ABN AMRO. It has been adjusted
and improved during the year under review to reflect
changes resulting from transition of the ABN AMRO
businesses.

Y Unaudited

Different parts of section 7 Risk management elaborate
on ABN AMRO's identified risks, such as credit risk,
market risk, operational risk, liquidity risk, business risk
and other risks.

Based on the process regarding internal control over
financial reporting (see section 7.3.2.7 Financial reporting
risk), the Managing Board of ABN AMRO Group N.V.
makes the following statement regarding the group’s
financial reporting risks:

» ABN AMROQO's risk management and controls systems
provide reasonable assurance that ABN AMRO's
financial reporting does not contain any material
inaccuracies;

» ABN AMROQO's risk management and controls systems
functioned properly in 2010;

» There are no indications to suggest that ABN AMRO's
risk management and controls systems will not
continue to function properly in 2011.

Based on assessments of ABN AMRO's internal risk
management and internal control regarding all types of
risks (see section 7.3.2), the Managing Board of

ABN AMRO Group N.V. makes the following statement

with regard to these risks in relation to ABN AMRO's

business objectives for the short term:

» ABN AMRO has risk management and internal controls
are in place to provide reasonable assurance that
ABN AMRO will not be hindered in achieving its
business objectives or in the orderly and legitimate
conduct of its business by circumstances which may
reasonably be foreseen.

» Based on risk management and internal controls in
place and barring unforeseen adverse external
conditions, the Managing Board is of the opinion that
there are within ABN AMRO no material elements
that could significantly endanger the realisation of its
business objectives.

» In relation to risk management and internal control,
the Managing Board will put focus on the following
themes:

» Funding of ABN AMRO may be hindered by market
circumstances. The ability of ABN AMRO to fund its
operations is strongly dependent on market factors
and market development due to the current
ABN AMRO funding portfolio. Although in 2010
a substantial lengthening of the maturity profile was



realised, the risk exists that market circumstances
may hinder an optimal funding of ABN AMRO and
may negatively influence the risk profile and income
statement of the bank.

Market pressure and changes in regulations may
cause increased volatile results. ABN AMRO

may encounter increased volatile results as a
consequence of market circumstances. Business
profits can be highly impacted by decreasing
margins, shifting of the retail distribution landscape
and new regulatory requirements.
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The evaluation of the adequacy of internal risk
management and internal control has been discussed
with the Supervisory Board and its Audit Committee.

Due to inherent limitations (human error, poor judgement
in decision-making, control processes being deliberately
circumvented by employees and others, management
overriding controls, and the occurrence of unforeseeable
circumstances), ABN AMRQO's internal risk management
and internal control do not provide certainty on the
realisation of business objectives, and cannot at all

times prevent misstatements, inaccuracies, fraud and
non-compliance with rules and regulations.
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management

capital

0

Key achievements in 2010

» Successful capital management measures strengthened

» The integrated bank is adequately capitalised

core Tier 1 capital to 10.4%
» Robustintegrated and harmonised capital management
framework and procedures now in place

8.1 Capital management framework
The primary objective of the capital management
framework is to ensure that capital adequacy targets are
met at all times and, as a result, sufficient capital is
available to support the bank’s strategy. Another key
objective of the capital management framework is to
optimise the usage of available financial resources.

The capital management framework comprises a
governance scheme and a set of policies, procedures

and methodologies that are implemented to support the
strategy and thus the long-term viability of the organisation.

The capital management framework also comprises a
capital allocation mechanism. Capital allocation is based
on the risk-adjusted performance measures calibrated to
achieve a performance and risk profile aligned with the
bank's risk appetite and its long-term strategic objectives.

ABN AMRO regularly assesses its capital position against
its capital adequacy targets. This assessment incorporates
market and investors’ expectations along with the
regulatory requirements and developments as proposed

or implemented by the Basel Committee on Banking
Supervision, the European Commission, the local
regulatory authorities and internally set (economic) capital
expectations and requirements. The capital robustness

is extensively tested using both macroeconomic and
company-specific stress scenarios.

The capital structure consists mainly of highly loss
absorbing capital to cover unexpected losses, while the
subordination in specific capital elements provides further
protection for the interests of senior unsecured note
holders. The target capital structure is set taking both
qualitative and quantitative criteria into account as well

as forward-looking regulatory and market developments.

Furthermore, ABN AMRO uses credit risk mitigation
techniques to manage capital by transferring credit
exposure on own originated assets in the form of true sale
securitisations, synthetic securitisations and credit default
swaps (CDS).

8.2 Capital position

Transition year

Several capital actions and measures were taken in 2010.
The Legal Demerger and the EC Remedy were completed
on 1 April, after which the legal merger was finalised on

1 July 2010. As a result, the combined ABN AMRO has
had access to capital markets since the third quarter

of 2010. In the second half of the year, the bank focused
on further harmonising and integrating the Basel ||
frameworks and restructuring the capital instruments
base of the two former individual banks.



Managing Board report » Capital management > 103

Capital adequacy

At yearend 2010, the core Tier 1 and Tier 1 ratios amounted capital development:

The following table provides an overview of the
t0 10.4% and 12.8% respectively and the total capital

adequacy ratio amounted to 16.6%. These capital ratios
are above the regulatory minimum requirements.

Regulatory capital and RWAs of ABN AMRO Group N.V.

Pro forma
(in millions of euros) 31 December 2010 31 December 2009
Total equity (IFRS) 12,112 8,955
Participations in financial institutions -301 -295
Other regulatory adjustments 273 662
Core Tier 1 capital 12,084 9,322
(Non-) innovative hybrid capital instruments 2,750 4,848
Tier 1 capital 14,834 14,170
Subordinated liabilities Tier 2 (UT2) 173 845
Subordinated liabilities Tier 2 (LT2) 4,747 5,036
Participations in financial institutions -301 -295
Other regulatory adjustments -117 -43
Subtotal regulatory capital 19,336 19,713
Credit risk (RWA) 99,331 n/a
Operational risk (RWA) 14,461 n/a
Market risk (RWA) 2,290 n/a

Insurance risk (RWA) 246

Total Basel Il Risk weighted ass 116,328 n/a

Capital ratios

Core Tier 1 ratio 10.4% n/a
Tier 1 ratio 12.8% n/a
Total capital ratio 16.6% n/a

The table above contains the pro forma 2009 Basel Il capital 8.3 Main changes in capital pOSitiO“
figures. As of 1 April 2010, ABN AMRO reports under the
Basel Il Advanced-IRB for credit risk for a selection of

8.3.1 Tier 1 capital
portfolios, the standardised approach for operational risk and  Eligibility of converted MCN

the standardised approach for market risk. A Basel | floor is An amount of EUR 833 million of MCN which was not

still applicable but not restrictive. Consolidated capital ratios eligible as regulatory capital at yearend 2009 became

for the combined bank are not available for the period prior eligible as Tier 1 capital at the time of the Legal Demerger.
to 1 April 2010. Therefore, the comparative figures are based Both the eligibility of the EUR 833 million and the accrued
on the best available figures at the time. The harmonisation coupons of EUR 103 million contributed to the increase

of accounting policies and classifications are not included in inTier 1 capital in the first quarter of 2010.

the 2009 capital figures. The pro forma 2009 capital figures
have not been subject to an audit or review.
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A total nominal amount of EUR 2.6 billion of Mandatory
Convertible Notes (MCN) were issued in 2009 to the Dutch
State. On 1 April 2010 EUR 2.6 billion of MCN and EUR 103
million in accrued coupons converted into common equity,
which improved the quality of Tier 1 capital.

Recapitalisation by the Dutch State

The final steps of the Dutch State recapitalisation
measures, announced in November 2009, were
completed in 2010 with the contribution of the final
tranche of EUR 490 million of capital by the Dutch State
as a non-stipulated share premium contribution.

Legal Merger

On 1 July 2010, the Group assigned EUR 210 million of
non-cumulative preference shares in its share capital to
ABN AMRO Preferred Investments B.V. (previously called
Fortis FBN(H) Preferred Investments B.V.) in exchange for
non-cumulative preference shares A in the share capital of
FBN. The effect hereof on core Tier 1 capital was neutral.

Call of ABN AMRO Capital Finance (AACF) Securities
As of 1 July 2010 EUR 875 million of outstanding AACF
(previously called Fortis Capital Company or FCC)
preferred securities still outstanding were reclassified
from Tier 1 capital to Tier 2 capital. These securities were
redeemed in September 2010.

Conversion of Mandatory Convertible Securities

On 7 December 2007, Fortis Bank Nederland (Holding)
N.V. ("FBNH") (which was legally succeeded by

ABN AMRO Bank N.V. on 1 July 2010), Fortis Bank SA/NV,
Fortis SA/NV (renamed ageas SA/NV) and Fortis N.V.
(renamed ageas N.V.) issued EUR 2 billion of Mandatory
Convertible Securities ("MCS").

The MCS matured on 7 December 2010 and converted into
shares issued by ageas SA/NV and ageas N.V. (hereinafter
jointly “Ageas”) pursuant to the applicable terms and
conditions. Coupons on the securities were payable
semi-annually, in arrears, at a rate of 8.75% annually. On

7 December 2010, the final semi-annual coupon was paid.

Prior to the issuance of the MCS, the four co-issuers
entered into a Four Party Agreement, which describes the
former intercompany obligations of the different parties
with regard to the MCS. This includes — in ambiguous

language — the contractual obligation for FBNH to issue

to Fortis SA/NV and Fortis N.V. an undetermined number of
shares in its ordinary capital in consideration for the issue of
shares by the latter parties to the holders of the securities
upon conversion of the MCS. According to Ageas, the
aforesaid contractual obligation has become enforceable
due to the conversion of the MCS on 7 December 2010.

On 3 October 2008 the Dutch State acquired a controlling
interest in FBNH. The Dutch State is of the opinion that
the terms and conditions of the Term Sheet of 3 October
2008 includes a full and final release of the obligations,

if any, of FBNH (and therefore also of ABN AMRO Bank as
its legal successor) under the Four Party Agreement. In
addition, the Dutch State argues that the issue of shares
to Ageas would not be consistent with the clear objective
of the parties to the Term Sheet to transfer 100%
ownership of FBNH to the Dutch State.

On 3 December 2010, the Dutch State lodged an
attachment on the purported claim of Ageas under the
Four Party Agreement. As evidenced by the attachment,
the Dutch State strongly contests Ageas’ position on
the purported claim.

On 28 December 2010, Ageas initiated court proceedings
in the Netherlands in which Ageas has claimed from

ABN AMRO Group and ABN AMRO Bank ordinary shares
with a value of EUR 2 billion. Alternatively, Ageas has
claimed monetary damages in the amount of EUR 2 billion.
The Dutch State will join the court proceedings as a party.

Since Ageas and the Dutch State have a different opinion
whether the 3 October 2008 transaction included a full
and final release of Ageas’ purported claim, ABN AMRO
Group and ABN AMRO Bank will contest in court the
claim of Ageas. Moreover, since the wording of the Four
Party Agreement fails to unambiguously support (the value
of) Ageas’ purported claim, both ABN AMRO entities have
adopted alternative defences under which the purported
claim of Ageas, if upheld, could be satisfied by the issue
of either (i) one ordinary share to each of ageas SA/NV and
ageas N.V. to perfect the contemplated conversion of

the MCS into equity, or (ii) the issue of ordinary shares

to Ageas up to a value equal to the market value of the
shares issued by Ageas upon conversion (approx EUR 200
million). ABN AMRO Group and ABN AMRO Bank strongly



contest the purported obligation to pay Ageas any
compensation in cash.

Given the complexity of this matter, it is impossible for
ABN AMRO to predict the outcome of the pending court
case, although the risk that the purported claim, if upheld,
would be awarded in cash is in any event deemed small.
For the same reason it is impossible to determine the fair
value of this liability in a reliable way.

The liability under the Four Party Agreement does not
qualify for derecognition from ABN AMRO's balance sheet
under IFRS. This is a consequence of some uncertainty
that remains after the 3 October 2008 transaction.

Until it is certain that ABN AMRO is legally released from
the obligations, if any, under the Four Party Agreement
as part of the agreements in respect of this transaction,
derecognition of the liability from the balance sheet as

a result of extinguishment of aforementioned obligations
is not permitted by IFRS.

Under IFRS these obligations are required to be classified
as a liability instead of equity since the number of shares
to be issued by ABN AMRO Group or ABN AMRO Bank,
if any, for conversion of the liability is unclear as the
contract does not stipulate a fixed amount of shares to be
delivered.

In accordance with IFRS requirements the liability has
therefore been retained in the balance sheet as at
31 December 2010.

Net result
The net result over 2010 resulted in a negative impact of
EUR 414 million on core Tier 1 capital.

This includes the results and capital impacts of incidental
items such as the completion of the EC Remedy (loss
amounting to EUR 812 million), a restructuring provision
of EUR 378 million, and integration and separation costs
of EUR 770 million. It also includes the net result of

EUR 130 million on the buyback of upper Tier 2 notes

of September 2010.
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8.3.2 Tier 2 capital

UpperTier 2 notes

In September 2010 ABN AMRO bought back GBP 600
million of the GBP 750 million perpetual subordinated upper
Tier 2 notes. The buyback and unwind of the interest rate
hedge resulted in a pre-tax profit of EUR 175 million, which
resulted in a EUR 575 million decrease of Tier 2 capital and
an increase of EUR 130 million of core Tier 1 capital.

European Commission

On 19 August 2010 the European Commission (EC)
announced that it prohibited ABN AMRO from (i) paying
discretionary coupons on hybrid Tier 1 and Tier 2
instruments unless there is a legal obligation to do so and
(i) exercising early calls on these instruments, similar to
other financial institutions involved in state aid proceedings.
This ban is in force until 13 March 2013. The EC is expected
to finalise the state aid procedure investigation, possibly

by the time this Annual Report goes to press.

On 14 May 2010, the EC denied FBN the early redemption
of its EUR 500 million of lower Tier 2 subordinated Floating
Rate Notes due in 2015 with call date 22 June 2010. This
instrument is currently subject to the imposed call restrictions.

8.3.3 RWA

EC Remedy

The EC Remedy resulted in a sale and transfer of EUR 6.3
billion of credit risk-weighted assets. As a result of

the Credit Umbrella, RWA had to be recognised for the
financial guarantee. This amounted to EUR 2.4 billion
RWA at the end of June 2010, and declined to EUR 1.8
billion of RWA at the end of December 2010. The relatively
low RWA is a consequence of the deduction of the

Credit Umbrella related liability.

Termination of Capital Relief Instrument

The Capital Relief Instrument (CRI) under which the

Dutch State assumed credit risk on a EUR 34.5 billion high-
quality Dutch residential mortgage portfolio was terminated
on 31 October 2010. The CRI was entered into in order to
reduce the bank’s risk-weighted assets under Basel | in July
2009 as a preparatory measure for the Legal Separation.
The CRI was no longer cost-efficient under Basel 1.
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8.4 Regulatory reporting

An overview of regulatory reporting during 2010 and the
impact of regulatory developments on capital is provided
in section 7.4, Regulatory Developments.

8.5 Further information on dividend
policy, share capital and capital
instruments

Share capital

The authorised share capital of ABN AMRO Group N.V.
remained unchanged during the year and amounts to

EUR 4.0 billion, divided into 3,750 million ordinary shares of
EUR 1 each, 240 million class A non-cumulative preference
shares of EUR 1 each, 100 million ordinary class B shares
of EUR 0.01 each and 900 million of class B preference
shares of EUR 0.01 each. The Legal Merger on 1 July 2010
of ABN AMRO Bank N.V. (the acquiring company) and FBN
(the disappearing company) did not affect the share capital.

The issued and outstanding share capital is EUR 1,015
million divided into 940 million ordinary shares of EUR 1
each and 75 million class A non-cumulative preference
shares of EUR 1 each.

The Dutch State holds all issued ordinary shares and

ABN AMRO Preferred Investments B.V. holds all class A
non-cumulative preference shares. The Dutch State controls
this entity with 70% of the votes via shares with priority
rights. The Dutch State controls 978% of the combined
voting power in ABN AMRO.

ABN AMRO Preferred Investments

In July 2010, in connection with the Legal Merger, the
Group issued 75 million class A non-cumulative preference
shares to a special purpose vehicle (SPV) named

ABN AMRO Preferred Investments B.V. (previously

Fortis FBN(H) Preferred Investments B.V.) in exchange for
150,000 class A non-cumulative preference shares FBN.

These preference shares were issued for a total amount
of EUR 210 million. The preference-share dividend over
2009 has been reserved into a dedicated preference-share
dividend reserve. Both the preference shares and the
dedicated dividend reserve are recognised as Tier 1 capital.
The preferred dividend on the class A non-cumulative
preference shares is 5.85% until January 2013.

The Dutch State controls ABN AMRO Preferred Investments
B.V. through 35 priority shares with 70% of the voting power.
Dutch institutional investors control 30% of the voting power
and are effectively entitled to the economic benefits derived
from the preference shares the SPV holds.

As soon as ordinary dividends are declared, dividend
reserves attached to the EUR 210 million preference
shares will be released.

Dividend policy

In 2011, the General Meeting of Shareholders approved a
dividend policy that targets a dividend payout of 40% of
the reported annual profit. This is subject to finalisation
of the State aid investigation procedure of the European
Commission.

Perpetual Bermudan Callable Securities

EUR 1 billion of Perpetual Bermudan Callable Capital
Securities (XS0246487457) were issued in 2006. This
innovative Tier 1 instrument has a fixed 4.31% coupon up
to March 2016 after which the coupon resets to three-
month Euribor plus 166 basis points. This instrument is
reported in the balance sheet under subordinated liabilities.
Further information is provided in note 30 to the Annual
Financial Statements.

The last annual coupon was paid on 10 March 2010.
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Tier 2 capital instruments
ABN AMRO has the following Tier 2 capital instruments
outstanding:

(in millions) Maturity date Currency Nominal amount
GBP 150 million (originaly BP 750 million) callable Feb 2016 Perpetual GBP 150
USD 1,000 million callable Apr 2013 17 Jan 2017 usbD 1,000
EUR 1,000 million callable Jun 2013 14 Sep 2016 EUR 1,000
EUR 500 million callable May 2013 31 May 2018 EUR 500
EUR 499 million callable Jun 2013 22 Jun 2015 EUR 499
EUR 1,650 million callable Apr 2013 16 Oct 2017 EUR 1,650
Various smaller instruments 2011-2020 EUR 334

Various smaller instruments 26 Oct 2015 uUsD 136
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funding 9

Key achievements in 2010 -

» ABN AMRO successfully maintained access to money and
capital markets throughout a turbulent 2010, amid legal
restructuring of the bank and uncertain market
circumstances

» Debtinstruments have been termed out on the basis of the
2010 funding plan

» Funding was further diversified

» The one-year ECB tender was redeemed and refinanced, as
was all government-guaranteed commercial paper

9.1 Funding strategy

The funding strategy is designed to strengthen the bank's

funding profile by extending maturities and diversification

(more information is provided in the Risk section) and

is based on the following principles:

» Improve the long-term funding position and liquidity
profile by simultaneously decreasing dependency on
short-term funding (repair legacy issues in funding);

» Remain active in strategic issuance in core funding
markets in Europe, the United States and the Asia-
Pacific region;

» Establish strong relationships with investor base and
strengthen investor base through active marketing and
issuance;

» Be ready to enter capital markets at any time;

» Manage and control the maturity profile and
corresponding debt issuance;

» Build and manage the credit curve and issuance levels;

» Be aregular issuer in the abovementioned geographical
regions.

9.2 Available funding programmes
for new issuances

Several programmes are in place to attract both long-
and short-term funding. An important goal of the funding
strategy is to diversify funding sources. To that end, the
set of funding tools includes a broad set of funding
programmes in different currencies, markets and
maturities. Continuous assessment of this toolkit is
performed to determine the optimal use of funding
sources.

Unsecured short-term funding tools

Euro Commercial Paper

This EUR 25 billion funding programme for the issuance of
Euro Commercial Paper (ECP) allows for unsecured
issuances with maturities up to one year. In 2009 and
2010, this programme also allowed for the issuance of
ECP under the Dutch State's EUR 200 billion Credit
Guarantee Scheme, which ended on 31 December 2010.
In 2010, no government guaranteed CP was issued. Prior
to 31 December 2010, all outstanding guaranteed ECP
matured.

French Certificats de Dépot

This EUR 25 billion funding programme allows for the
issuance of unsecured French Certificats de Dépdt (FCD)
with maturities up to and including one year, targeting
French institutional investors.

US Commercial Paper

To improve diversification of short-term funding sources,
this USD 5 billion funding programme was set up to allow
ABN AMRO Bank to attract US dollars from local investors



in the United States. It permits unsecured issuances with
maturities up to 270 days from the date of issue. Issuance
began in July 2010.
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The total outstanding balances at yearend 2009 and
yearend 2010, as well as the average maturity, are shown
in the table below.

Programme Size of programme Outstanding balance Average original maturity
(in billions of euros) 31/12/2010 31/12/2009 31/12/2010 31/12/2009
Euro Commercial Paper EUR 25

- unguaranteed EUR 76 EUR 4.8 135 days 113 days
- guaranteed EUR 6.3 n/a 310 days
French Certificats de Dépot EUR 25 EUR 4.3 EUR 3.0 137 days 103 days
US Commercial Paper USD 5 USD 4.9 129 days n/a

Unsecured medium- to long-term funding tools
Medium-Term Notes

This programme allows for the issuance of capital
securities and medium-term notes in several currencies
such as EUR, JPY, CHF and AUD. Due to several
transactions, the programme is key in the construction

of the credit curve. At 31 December 2009, the amount
outstanding in the EMTN programme was EUR 1.8 billion
with maturity of 7.8 years. At 31 December 2010, a total of
an avarage original EUR 11.6 billion was raised through this
programme, with an average original maturity of 4.9 years.

USD MTN Programme (144a)

This USD 25 billion programme enables the bank to attract
long-term senior/subordinated medium-term notes
unsecured funding in the USD market and hence
improved funding diversification. The programme became
available in November 2010 and the first issuance was

in January 2011, when USD 2 billion was raised in a
successful benchmark-size transaction.

Government Guaranteed Bonds

In 2009, the bank publicly and privately issued notes under
the Dutch State’s EUR 200 billion Credit Guarantee
Scheme. Issuance under this programme is not possible
as from 2011, as was announced by the Dutch Ministry

of Finance at the end of 2010. A total amount of EUR 9.0
billion of State guaranteed notes was outstanding at year
end 2010 (yearend 2009 total amount of EUR 9.3 billion).
This balance will mature from 2011 to 2014.

Private Investor Programmes (PIP launch pad)

The PIP programmes allow ABN AMRO Bank to raise
unsecured funding through the retail and private banking
investor base and hence promotes diversification of
funding sources. This programme was revised in 2010
and has allowed the bank to attract EUR 387 million of
long-term funding.

Covered bond programme

The bank has had a covered bond programme available
since 2005 to attract secured long-term funding. This
programme contributes to the diversification of funding.

Covered bonds are secured by a pool of first-ranking Dutch
residential mortgage loans originated by ABN AMRO

or any of its subsidiaries in the Netherlands, where

the underlying real estate is owner occupied.

Further information on the covered pool is provided at
www.abnamro.com/ir under debt investors — covered
bonds.

The ABN AMRO covered bond programme was registered
with DNB on 14 August 2009. All outstanding issues
under the programme are CRD compliant and are full
Undertakings for Collective Investment in Transferable
Securities Directives (UCITS) eligible and have AAA

(or AAA-equivalent) ratings from Moody's, Standard &
Poor's and Fitch Ratings.

On 31 December 2010, the total amount outstanding of
the covered bond programme was EUR 16.7 billion, with
an average original maturity of 9.6 years. At 31 December
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2009, the total outstanding was EUR 12.4 billion, with an
average original maturity of 8.8 years.

Residential Mortgage Backed Securitisations
Securitisation of mortgages has been a cornerstone of
funding mortgage lending in the Netherlands. The public
market for RMBS (Residential Mortgage Backed
Securitisation) was at a standstill between 2007 and 2009,
but picked up again in 2010.

Securitisations have been an important source of funding
for ABN AMRO. It allows ABN AMRO to convert its prime
Dutch mortgage receivables into RMBS paper. The bank’s
outstanding residential mortgage portfolio remained
relatively stable at EUR 161.3 billion, with new production
offset by repayments and prepayments.

Further information on arrears and losses on the

underlying mortgages of the RMBS notes is provided
at http://www.abnamro.com/ir.

Composition of the RMBS portfolio

31 Dec 2010

EUR71.4 bn

M Piaced externally M Retained M Goldfish
M Retained non-eligible [ Dolphin
ECB eligible . Repo Beluga

ABN AMRO facilitated the calls of EUR 8.4 billion of

externally placed notes that had reached their step-up date

in 2010. Another EUR 4.5 billion of externally placed RMBS
notes (all Delphinus transactions) will reach the scheduled
step-up in 2011

31 Dec 2010
EUR 71.4 bn

ABN AMRO placed EUR 11.2 billion of RMBS paper
externally in 2010, with an average original maturity of
3.6 years. The externally placed notes provide long-term
funding as well as transfer of risk. The retained notes can
be used as collateral for various activities including
derivatives activities including ECB tenders, long-term
repo and for daily payment capacity.

On 31 December 2010, the total outstanding of RMBS
notes backed by ABN AMRO originated mortgages was
EUR 71.4 billion (EUR 85.8 billion in 2009) issued under
different platforms: Goldfish Master Issuer B.V., Dolphin
Master Issuer B.V., Beluga Master Issuer B.V., and
various EMS and Delphinus stand-alone securitisation
transactions. The decrease of EUR 14.4 billion in
outstanding RMBS notes relates mainly to the decline
in retained notes. At yearend 2010, EUR 44.6 billion
(EUR 60.0 billion in 2009) of the RMBS notes was
retained and EUR 26.8 billion (EUR 25.8 billion in 2009)
was placed externally. The underlying mortgages of

the called retained notes are partly re-used in the collateral
pool for covered bonds.

[ | Delphinus
Mevs
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9.3 Funding issuance in 2010

A total of EUR 26.3 billion in long-term funding was

attracted in 2010. As EUR 10.1 billion of long-term funding

matured in 2010, the maturity profile improved
significantly. Several long-term financing initiatives were
undertaken in 2010 to refinance different types of
maturing debt:

» EUR 8.0 billion of senior unsecured wholesale funding
was raised in benchmark transactions with maturities
between 2 and 7 years; several private placements
raised a total of EUR 1.6 billion;

» EUR 11.2 billion of RMBS were sold externally with
maturities between 1 and 6 years;

» EUR 3 billion of covered bonds were issued in
benchmark transactions with a 10-12 year maturity;
Several private placements also raised a total
of EUR 1.0 billion;

» EUR 1.1 billion of long-term repo with a maturity
of 2-4 years;

» EUR 0.4 billion was raised through the PIP programme.

Long-term funding raised in 2010
(in billions of euros)

10
8

31
: 0,7 33 3'1
2 4
4 41 ) 03
2 4 15 ; 30
04 18 '
Q1 Q2 Q3 Q4
E senior unsecured: 9.6 E Covered bond: 4.0 F Securitisations: 11.2
E PP 04 [ Long term repo: 1.1

The first weeks of 2011 have been successful in terms
of raising long-term funding. About EUR 6 billion was
attracted mainly by benchmark size covered bond and
medium-term note issues and external placements

of RMBS. This includes a first issuance of USD 2 billion
under the 144a medium-term note programme.
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separation &
Integration 1 O

10.1 Background 10.2 Separation

The formation of ABN AMRO Group is a result of various

legal and operational separation and integration activities.

The Dutch State-acquired businesses were required to be Key achievements in 2010 -
separated from RBS Holdings. Prior to Legal Separation,

the Dutch State-acquired businesses were already » The Legal Demerger whereby the majority of the Dutch
substantially separated operationally. The FBN businesses State-acquired businesses held by RBS N.V. (as part of RBS
acquired by the Dutch State needed to be separated from Holdings N.V.) were transferred to ABN AMRO Bank was
Ageas and BNP Paribas Fortis. FBN was still required completed on 6 February 2010. Operational separation, such
to complete the operational separation after completion as IT separation, was already largely completed in July 2009
of the legal separation on 3 October 2008 from Ageas. » Legal Separation of ABN AMRO Bank Standalone from RBS
Consequently, ABN AMRO Bank and FBN have taken Holdings N.V. to ABN AMRO Group was completed on
various steps to integrate their businesses and legal 1 April 2010

structure to establish ABN AMRO Group. » To satisfy a requirement imposed by the EC, ABN AMRO

Bank had to sell part of its commercial banking business
and found a buyer in Deutsche Bank. The sale was
completed on 1 April 2010

» The operational separation between FBN and BNP Paribas
Fortis was finalised on 11 December 2010

» The separation of FBN from ASR Nederland was completed
on 3 October 2010

ABN AMRO Bank separation milestones
On 1 January 2010, the businesses of ABN AMRO acquired
by the Dutch State were legally part of RBS N.V., which was
consolidated by RBS Plc via ABN AMRO Holding.

On 6 February 2010, the businesses acquired by the Dutch
State legally demerged from the former ABN AMRO Bank
N.V. into ABN AMRO Bank Standalone. On the same date,
the former ABN AMRO Bank N.V. was renamed RBS N.V.



and ABN AMRO Il N.V. was renamed ABN AMRO Bank N.V.
The Legal Demerger led to a cross liability to RBS N.V. Note
38, Commitments and contingent liabilities, provides further
information on this cross liability. Both before and after

the execution of the Legal Demerger, some subsidiaries
and assets and liabilities acquired by the Dutch State were
transferred separately to ABN AMRO Bank Standalone.

Dutch State
(33.8%)

Santander SA /RBS Plc
(27.9% / 38.3%)

FS Holdings B.V.
(100%)

AMRO Holding N.V.
(100%)

ABN AMRO Bank N.V.

Situation at 1 January 2010

On 1 April 2010, ABN AMRO Bank Standalone completed
the sale of activities under the EC Remedy (see note 8,
Other Income). This was a precondition set by the European
Commission for the integration of ABN AMRO Bank
Standalone and FBN. The operational separation under the
EC Remedy will be finalised by 2012. The sale of the EC
Remedy activities to Deutsche Bank included a financial
guarantee providing for credit losses (the Credit Umbrella)
that covers part of the credit losses on the portfolio existing
at the time of the closing the transactions and a cross
liability with new HBU Il N.V. Note 38 Commitments and
contingent liabilities provides further information.

Until the Legal Separation from RBS Holdings N.V,,

ABN AMRO Bank Standalone was governed by the

ABN AMRO Holding Managing and Supervisory Boards
and regulated on a consolidated basis with capital ratios,
liquidity measures and exposures being reported to and
regulated by DNB.
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On 1 April 2010, ABN AMRO Bank Standalone was legally
separated from ABN AMRO Holding N.V. which was
renamed RBS Holdings N.V. Aimost all service level
agreements with RBS Holdings N.V. were terminated

by the end of 2010. A very small number of commercial
agreements will continue.

Santander SA /RBS Plc Dutch State

(27.9% / 38.3%) (33.8%)
\
FS Holdings B.V.
(100%)
\
AMRO Holding N.V.
(100% / 100%)
RBS N.V. ABN AMRO Bank N.V.

(formerly ABN AMRO Bank N.V.) (formerly ABN AMRO Il N.V.)

Legal Demerger, 6 February 2010

FBN separation milestones

Introduction

On 1 January 2010, the Dutch State owned all ordinary
shares in FBN, and Fortis FBN(H) Preferred Investments
B.V. owned 74 % in class A non-cumulative preference
shares in FBN. The Dutch State controlled this entity with
70% of the votes via shares with priority rights. The legal
separation of FBN from Ageas had already been
concluded in 2008. During the same period, BNP Paribas
acquired a major share of the Ageas businesses, i.e. Fortis
Bank SA/NV, currently named BNP Paribas Fortis. After
this legal separation, the focus was on operational
separation from BNP Paribas Fortis.

Separation from BNP Paribas Fortis

The goals of the separation were twofold: first, to stabilise
core cross-border bank processes and systems, while
identifying all potential gaps in services, systems and
processes arising from the separation. And second,

to resolve the gaps and issues encountered during the
separation period, which was scheduled to be completed
in the third quarter of 2010.
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The majority of the projects included separating from BNP
Paribas Fortis by cloning or setting up own systems and/or
methods. Retail Banking and Securities Handling separated
from BNP Paribas Fortis by migrating directly to the

ABN AMRO Bank platform (Technical Integration Retail).

The operational services provided by BNP Paribas Fortis,
such as online banking and securities handling, were of
importance for FBN operations, and the standard of these
services was continuously monitored during the
separation. Overall, the separation had a positive impact
on the service levels provided to clients as changes to
the different systems were kept to an absolute minimum.

Separation from ASR Nederland and Amlin Corporate
Insurance (ACI)

The legal and operational separations from ASR Nederland
and ACI (previously Fortis Corporate Insurance) were
successfully completed in the fourth quarter of 2010.

A commercial agreement with ASR was signed in order to
guarantee the continuity of a small number of IT services
needed until December 2011.

Dutch State Investors

\ 30%
70% ‘
Fortis FBN(H)

Preferred Investments B.V.
92.6%

‘ 74%
Fortis Bank
(Nederland) N.V.

Situation at 1 January 2010

Separation costs

Separation costs in total amounted to 141 million in 2010
(2009: 237 million). These consisted mainly of EUR 96
million relating to various separation projects and the
preparatory costs for the Legal Demerger, and EUR 42
million in start-up costs to operate FBN and ABN AMRO
Bank Standalone independently prior to integration.

10.3 Integration

Key achievements in 2010 -
» FBN and ABN AMRO Bank Standalone started operating
under ABN AMRO Group and joint management as of
1 April 2010
» The Legal Merger between ABN AMRO Bank Standalone
and FBN was successfully completed on 1 July 2010
» The following integration activities were completed
according to plan:
» 1.6 million FBN retail clients were successfully migrated
to ABN AMRO systems
» the Markets dealing room was integrated and is fully
functioning
» buildings were divested according to plan
» agreement was reached on a new collective labour
agreement

Integration milestones

ABN AMRO Bank Standalone and RBS N.V. remained
wholly owned by RBS Holdings N.V. until 1 April 2010,
when ABN AMRO Bank Standalone was legally
transferred to ABN AMRO Group, which was owned
and controlled by the Dutch State.

On the same date, FBN was transferred from direct
ownership by the Dutch State to ABN AMRO Group.

On 1 April 2010, “403 declarations” under Dutch law were
issued to the effect that ABN AMRO Group accepts joint
and several liability for commitments entered into by

ABN AMRO Bank Standalone and its subsidiaries and
FBN. From this date onward, ABN AMRO Bank
Standalone and FBN were part of ABN AMRO Group,
with both banks run under joint management by identical
Managing and Supervisory Boards and senior
management teams.

On 15 April 2010, the Managing Boards of ABN AMRO
Bank Standalone, FBN and ABN AMRO Group filed a
merger proposal with the Amsterdam Chamber of
Commerce in order to merge FBN into ABN AMRO Bank



Standalone. The Legal Merger deed was passed on
30 June 2010 and became effective on 1 July 2010.

As of the date of the Legal Merger, the rights and
obligations of FBN transferred to ABN AMRO Bank
Standalone by law under universal title and FBN ceased
to exist. As of the same date, all activities, the branch
network and every subsidiary of FBN were transferred
to ABN AMRO Bank Standalone.

On 1 July 2010, a major rebranding exercise took place
where the FBN name was rebranded to ABN AMRO. The
FBN brand was discontinued from use in the Netherlands
on 1 October 2010 (as the FBN-brand belongs to BNP

Dutch State

(100%) Investors

\ 30%

70% |
Fortis FBN(H)

Preferred Investments B.V.

74%
.BN AMRO Group N.V. 92.6% T

|
10?%

Fortis Bank

ABN AMRO Bank N.V. (Nederland) N.V.

Transfer to ABN AMRO Group, 1 April 2010.

Integration of businesses and systems

Retail Banking

ABN AMRO merged the last of the 146 branches of

the retail network in the Netherlands on 6 July 2010.
This concluded a period of three months during which
ABN AMRO merged and closed down 146 of the 654
branches that resulted from the Legal Merger. To secure
a smooth transition for FBN clients, branches remained
two-in-one until the technical migration was completed.
In this manner, FBN clients had access to their trusted
bank staff during the migration, a service that was
appreciated by clients. The technical migration of the

1.6 million FBN retail clients took place in clusters in

the second half of 2010, with the final cluster being
successfully migrated on 11 December 2010 and with
minimum inconvenience to clients. Now that the migration
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Paribas Fortis). The retail business continued to use
the FBN brand until the systems were fully integrated
in December 2010.

In connection with the Legal Merger, ABN AMRO Group
issued class A non-cumulative preference shares to

ABN AMRO Preferred Investments (previously named
Fortis FBN(H) Preferred Investments B.V.) in exchange for
the preference shares it held in FBN.

Following the Legal Merger, the Dutch State has a total
(combined direct and indirect) interest in ABN AMRO
Group of 97.8%.

Dutch State Investors

U
‘ 30%
70% |

ABN AMRO
Preferred Investments B.V.
92.6% |

| 7.4%
.BN AMRO Group N.V. é

|
10?%

ABN AMRO Bank N.V.

Legal Merger, 1 July 2010.

has been finalised, all ABN AMRO clients have access to
an extensive network of 508 branches in the Netherlands.
Four Contact Centres provide client support to the
branches.

Markets

Following the Legal Merger, the two dealing rooms of
FBN and ABN AMRO Bank were successfully integrated,
with further integration to the target systems to be
completed in the coming two years. The ABN AMRO
dealing room officially re-opened on 27 October 2010.

In the second half of 2010, various products migrated from
the FBN portfolio to the ABN AMRO systems, including
the fixed income and FX & Rates portfolio.
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Other businesses

FBN Commercial & Merchant Banking and Private Banking
clients are scheduled to migrate to the ABN AMRO
systems in 2011. In an effort to minimise inconvenience

to clients, the existing relationship management will
remain intact as much as possible.

Integration costs and synergies

Integration costs

In 2010, total identified integration costs amounted to
EUR 770 million. In addition, EUR 20 million was
capitalised. The identified integration costs in 2010
consisted of one-off restructuring costs and project costs
related to integrating ABN AMRO Bank Standalone with
FBN. The one-off restructuring costs comprised a provision
for employee redundancy and impairments regarding
office divestments and totalled EUR 451 million.

The identified integration project costs amounted to

EUR 319 million in 2010 and consisted mainly of the

following programmes:

» Technical Integration Retail (TIR). Under this
programme, the bank successfully transferred
1.6 million FBN retail clients to the ABN AMRO Bank
systems. This programme was finalised in 2010.

» The Legal Merger programme entails the costs
associated with the Legal Merger. This programme
was also finalised in 2010.

» The office relocation programme strives to utilise office
property in the most efficient manner. Identified
integration costs that are part of this programme relate
to staff relocation, eliminating rental expenses, and
costs associated with property disposal. Approximately
12,000 employees relocated, 90 rentals were closed
and 30 buildings were sold in 2010. This programme
will continue in 2011 and 2012.

Lastly, the bank worked to migrate FBN Commercial &
Merchant Banking and Private Banking clients to the
ABN AMRO Bank systems. With preparations under way,
this programme will continue in 2011 and early 2012.

Integration Costs 2010

(in millions of euros)

800 770
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Identified integration costs amounted to EUR 72 million

in 2009 (Group Functions EUR 63 million, R&PB

EUR 6 million and C&MB EUR 3 million). These mainly
consisted of preparatory costs for the Technical Integration
Retail and Legal Merger programmes mentioned above.

Synergies

As the integration of ABN AMRO Bank Standalone with
FBN proceeded in 2010, synergies started to emerge.
Only synergies that are the outcome of integration
projects have been identified. Other cost reductions,

such as cost containments, and lower than expected
costs have not been identified as synergies yet. The Retail
Banking integration was carried out, resulting in workforce
synergies at R&PB and housing-related synergies within
Group Functions. At the end of 2010, identified synergies
amounted to approximately EUR 350 million. The
reduction in the number of FTEs is on track. The identified
synergies have been realised during the course of 2010
and are therefore not annualised.

Managing integration risks

Risks related to the integration are monitored closely,

and ten categories of key risks have been identified.

The key risks include loss of income, understaffing and
lack of qualified staff, decline in staff morale, cost
increases, disruption of core processes and/or systems,
confidentiality and integrity issues, availability of data,
quality of management information and communication
to internal and external stakeholders. Mitigating measures
have been formulated to address these risks.



A risk monitoring structure is in place, whereby the key
risks are monitored at Managing Board level. These risks
were significantly reduced thanks to the achievement of
important milestones in 2010, such as joint management,
the Legal Merger and completion of the integration
programmes.

10.4 Workforce

FTE reduction

Integration and efficiency measures will involve further FTE
reductions in the years ahead, mainly at Retail Banking and
the Support Centres. At the same time, new jobs will

be created. The number of FTEs at the combined bank is
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expected to decrease by approximately 4,500 over the
period 2009 — 2012. This cutback will be made in close
cooperation with the businesses, HR and the Works
Council. The bank will apply the “from job to job” principle,
avoiding forced redundancies where possible.

Collective labour agreement

On 7 September 2010, ABN AMRO reached an agreement
in principle with the trade unions on the new collective
labour agreement (CAQ), based on the former ABN AMRO
CAO. The trade unions approved the new agreement on
26 November 2010, which will apply to all ABN AMRO
employees as from 2011. Further information is provided in
the Human resources section.
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resources

human

Key achievements in 2010

» Set-up of a bank-wide HR framework supporting the bank’s
objective of putting the client first and employees at the
centre of the organisation. The framework includes a
people strategy, business-specific people plans and culture
interventions and surveys

» Agreement and implementation of a new, joint Social Plan
for FBN and ABN AMRO employees, effective from 1 March
2010to 1 January 2013

» Agreement of a new, joint collective labour agreement
(CAO), effective from 1 March 2010

» Near completion of a complex bank-wide integration
project, involving redundancies, employment conditions,
new organisational structures and an extensive data
migration process as part of the implementation of one
bank-wide HR system

11.1 Introduction

Throughout 2010, Human Resources (HR) played a key
role in the integration of FBN and ABN AMRO.

HR supported the bank in the intensive resourcing
processes, negotiated and implemented the HR
conditions involved in these processes and saw its own
organisation restructured. At the same time, HR worked
on establishing its own new organisation and service
model, and on designing a bank-wide people strategy
framework, enabling the businesses to develop their own
people plans within a bank-wide framework.

11.2 People strategy

ABN AMRO is ambitious when it comes to sustainable
long-term growth. With the bank’s client focus and core
values Trusted, Professional and Ambitious in mind, HR
defined the people strategy, one of the building blocks

that will help sharpen client focus.

The people strategy aims to achieve the following goals:

» To translate the core values Trusted, Professional and
Ambitious into a corporate culture which puts clients
first and employees at the centre of the organisation.
Key elements of the desired culture are cooperation
and professionalism.

» To advance the bank's reputation as an attractive
employer. To this end, ABN AMRO is investing in
training and coaching its professionals while creating
a challenging and inspiring work environment.

» To make ABN AMRO a more dynamic organisation that
anticipates a constantly changing environment. Staff
are encouraged to display professionalism in everything
they do, develop and challenge themselves and be
ambassadors of ABN AMRO - all of which will help
them exceed clients’ expectations.

» To boost employee commitment and involvement
during the integration. ABN AMRO expects staff to
work hard to achieve sustainable results for the bank'’s
clients. Rewarding employees for their successes and
results is part of the performance management policy.

The people strategy gives staff the tools they need to
deliver the best possible service.



11.3 Regulatory developments

In July 2010, the European Parliament Council approved
a revised Capital Requirements Directive (CRD IlI), with
provisions regarding remuneration policies in the financial
services industry. In December 2010, the committee of
European Banking Supervisors (CEBS) introduced a range
of remuneration-related guidelines for financial services
institutions. In the Netherlands, the supervision of DNB
and AFM on remuneration is established in the Besluit
beheerst beloningsbeleid Wit (Decree on Restrained
Remuneration Policies) of 19 November 2010, and the
provisions are further implemented in the Regeling
beheerst beloningsbeleid W1t 2011 (Supervisory
Regulation on Restrained Remuneration Policies).

The CEBS guidelines should be taken into account when
formulating and implementing remuneration policies.
The “Regeling beheerst beloningsbeleid” sees to the
governance, development and disclosure of the
remuneration policies. There should be a strong link
between the remuneration policies and the risk appetite
and policies of the financial institution. For a specific
group of employees the variable pay should be paid out
partly in cash and partly in non-cash. Part of the variable
pay should be deferred and a clawback clause should

be implemented.

The formulation and implementation of CRD lll-compliant
remuneration policies is monitored by the Managing Board.

11.4 Collective labour agreement
(CAO0) and remuneration policy

After several months of negotiations, the bank and trade
unions reached agreement on 26 November 2010 on a
new collective labour agreement (CAO). The new CAO,
effective from 1 March 2010 to 1 January 2013,
harmonises the compensation and benefits packages of
former ABN AMRO and FBN.

Changes affecting staff from former ABN AMRO are
limited: the new CAO introduces a pension scheme with
an employee contribution. The new agreement has a
bigger impact on staff from FBN: the major change is

that variable pay and the life-course savings scheme
contribution are replaced in favour of a better pension
plan. FBN employees are guaranteed their current salaries.
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Other benefits such as paid parental leave are mainly
based on the former ABN AMRO schemes, which are an
improvement for FBN employees. During the term of this
CAO all employees will receive a structural salary increase
of 1% in January 2011 and 2% in July 2012. The new
compensation and benefits schemes were introduced

on 1 January 2011.

Integrated Social Plan (ISP)

On 14 December 2009, the bank and labour unions
reached agreement on an Integrated Social Plan (ISP-CAO)
called "From job to job" effective from 1 March 2010 to

1 January 2013. The bank and unions drew up this plan

to enhance the employability of staff and to minimise
redundancies after reorganisations.

The ISP-CAOQ consists of rules for placement procedures

in the context of a reorganisation. First, employees to be
made redundant will enter a three-month transfer period
during which they will be given priority status for internal
vacancies and are obliged to accept suitable, internal
alternative positions. After this three-month period,
employees who become redundant can opt to transfer to
the mobility organisation or to voluntarily leave the bank
with a severance payment based on age and years of bank
service. Employees transferred to the mobility organisation
receive support in finding a job in or outside the bank during
a period up to 12 months. If no employment is found within
this period, the employment contract will be terminated
with a severance payment of 75% of the payment they
would have received when voluntarily leaving the bank
before entering the mobility organisation.

Mobility and redeployment

In accordance with the ISP-CAQ, the Mobility &
Redeployment Centre seeks to limit the number of
redundancies and to coach redundant staff “from job

to job” by promoting mobility. The department works to
redeploy staff within and outside the bank. To further
support the ISP-CAO objectives, the bank’s senior
management must meet stringent mobility targets.

Various promotional activities were organised in 2010,
including a mobility campaign, presentations, workshops,
job fairs (with the participation of 650 redundant
employees) and a special intranet site where internal



120 < ABN AMRO Annual Report 2010

vacancies were posted. Ninety-five per cent of vacancies
within the organisation were open exclusively to the
bank’s staff, with redundant employees having priority.

Designated Mobility Advisors were assigned to each
notified employee, offering support in creating an online
profile and in actively looking for internal and external
vacancies.

In 2010, approximately 21% of employees were placed in
suitable internal jobs in the three-month transfer period
(described under “Integrated Social Plan”). The
Redeployment Centre coached a total of 350 employees
in 2010, focusing on suitable positions within and outside
the bank. At 31 December 2010 10% of these employees
had already managed to find temporary work within

ABN AMRO and approximately 55% managed to find
new jobs either internally or externally.

11.6 Workforce migration

Natural attrition

Employee turnover is monitored carefully. Natural attrition
remained stable in 2010, at 2.5% (after consolidation),
and accurately reflects developments that took place in
the year under review. At the former ABN AMRO, natural
attrition came to 4.9% in 2008 and fell sharply to 2%

in 2009 and 2010; at FBN, natural attrition came to 4%

in 2010.

Workforce data

At 31 December 2010, ABN AMRO employed 26,161 FTE

compared with 29,551 at 31 December 2009. The reduction
was due to staff attrition mainly as a result of the integration
and divestments. The bank is well on schedule to meet its
reduction targets and is confident about the objectives for
the coming years.

11.7 A good employer

ABN AMRO was ranked the number 11 employer in the
Netherlands in the 2010 Intermediair Image Survey,
matching its position in 2009, and came in 14th place

in the Intelligence Group barometer — two leading Dutch
employment indicators.

Human Resources worked together with various
departments to reposition the bank as an employer.

The first campaign based on the new employer
positioning, a trainee recruitment campaign, was launched
at the end of 2010. This innovative campaign promoted
the use of 22 QR codes (which connect mobile phones
with a web page) and a mobile website.

11.8 Diversity

ABN AMRO firmly believes that diversity in the workplace
enhances a company'’s performance, even in times of
restructuring and building a new organisation. In 2010,

the bank’s diversity efforts were centred around four
themes: gender, ethnicity, life stage and physical disability.
The bank will continue to pursue this focus in 2011.

The Managing Board and Diversity Board, established in
2010, promote diversity at ABN AMRO. The recently
created ABN AMRO Diversity Network (DN@) aims to
improve cultural diversity within the bank and complements
two of the bank’s other long-standing diversity networks:
Women on the Move and Gay Bankers Network.

The bank signed the Talent to the Top Charter as part of its
commitment to achieving explicit gender diversity targets.
The number of women in senior and middle-management
positions, however, grew only modestly in 2010, to 15.7%
(2009: 15.6%) and 20.7% (2009: 19.3%) respectively,
due to factors such as the reorganisation. At the same
time, the Dutch Management Team magazine voted

ABN AMRO most woman-friendly business in the
Netherlands. The bank will continue to pursue its
ambitious targets of placing women in 20% of senior
positions and in 25% of middle-management positions.

The bank has extensive coaching and mentoring
programmes in place to support women. The Managing
Board, for its part, intends to play an even more active role
in this respect, aspiring to achieve a male/female ratio in
the bank’s talent pool that will help boost the number of
women in senior positions and by personally coaching
female talent.

ABN AMRO is seeking to recruit more bi-cultural
employees. As part of this effort, the bank has a large
number of mainly senior managers who act as mentors



to support bi-cultural staff in their personal and
professional development. This mentoring programme
demonstrates the bank’s commitment and distinctive
approach to cultural diversity.

ABN AMRO seeks to be an inclusive company where all
staff feel equally welcome regardless of the stage of life
they are in. Dual-income earners with children, recent
graduates, seasoned veterans: the bank endeavours to
earn the loyalty of all groups of employees by addressing
their specific needs in areas such as work-life balance.

Finally, ABN AMRO supports the employment of people
with a physical disability. To this end, the bank supports
the efforts of CAP 100, an initiative that links 100 disabled
high potentials with companies in the Netherlands. The
bank has also signed a covenant with Valid Foundation
aimed at promoting accessibility and retention of disabled
employees.

11.9 The New World of Work

Vision

ABN AMRO is promoting the New World of Work to help
staff work more flexibly, boosting efficiency and
effectiveness. Employees decide themselves — within
limits set by their business lines and in consultation with

their managers — where, when and with whom they work.

Results

By promoting the New World of Work, the bank aims

to improve client satisfaction, employee satisfaction,

productivity and efficiency. The goals are as follows:

» To acclimate employees to working flexibly with
sophisticated tools which they can use efficiently
to serve clients.

» To help employees strike a good work-life balance,
improving the bank’s image on the job market and
creating greater scope for diversity.

» To reduce the need for staff to travel, lowering the
bank's ecological footprint.

ABN AMRO will introduce the New World of Work in
four stages. The bank conducted research in 2009 and
launched pilot environments in 2010.
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11.10 Change and Integration

Approach

ABN AMRO faces the challenge of shaping the new
organisation according to the business strategy, corporate
values and people strategy. To meet this challenge from

a cultural perspective, the Human Resources, Change &
Integration and Communications & Branding departments
are working together to support the business with internal
branding and leadership development and to promote the
new company culture in the coming two years.

Internal branding

The aim of internal branding is to promote the core values
- Trusted, Professional and Ambitious — and to make them
a compass for the behaviour of managers and staff alike.
The values also form the basis for the bank's external
positioning. Successful internal branding helps build a
strong culture and corporate identity, and boosts company
pride and engagement among staff. The bank kicked off
communication of the values in 2010 and will press ahead
in 2011 to ensure that all employees understand how the
values should influence their behaviour. One way in which
the values are being promoted bank-wide is with Serious
Gaming (an interactive computer game), which was
introduced in 2010.

Bringing about the new culture

Promoting the core values will ultimately ensure that
every ABN AMRO employee lives the same values. As the
values cannot be translated directly into behaviour, the
bank has formulated key behavioural aspects which staff
must develop in order to help the bank achieve its
ambition. Besides the bank-wide aspect “client focus’ the
businesses can select two additional aspects to develop,
such as cooperation and clarity of goals. To this end, bank-
wide and business-specific interventions will be organised
in 2011. One example is an innovative social networking
platform (Arena), introduced in 2010 to improve client
focus, knowledge sharing and internal networking.

Leadership development

ABN AMRO revitalised the bank’s leadership programmes
in 2010 by introducing the new corporate values and new
leadership competencies. The leadership programmes are
designed to assist the bank’s leaders —a combination of
managers from former FBN and former ABN AMRO —in
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their capacity as change agents in bringing about the
culture change. HR also organised special events in 2010,
such as Get Engaged and Appoint & Connect sessions,
to equip the bank'’s leaders to lead the organisation
through future changes. HR plans to emphasise client
focus bank-wide in an effort to boost client satisfaction
and will work to strengthen employee engagement.

Monitoring

ABN AMRO has introduced two methods to monitor
progress in cultural change and to make timely
adjustments as necessary. The annual Culture Scan gives
insight into the gap between the current culture and the
desired culture. The quarterly Mood Monitor measures
the mood among staff and their perception of leadership,
the effectiveness of communication and confidence in the
bank’s strategic direction.

The results of both of these surveys are reported to the
Supervisory and Managing Boards and to members of
the Management Group. Management works with HR to
communicate the results to the rest of the organisation
and to implement follow-up measures.

Beter (company health services)

Beter is the ABN AMRO health and safety service.

An expert in working conditions, Beter advises the bank

on health and safety issues at both individual and

organisational level. Beter noted the following

developments at ABN AMRO in 2010:

» ABN AMRO's absenteeism percentage is comparable
with other banking institutions in the Netherlands and
remained relatively stable in 2010.

» Frequency of sick leave declined slightly.

» Beter provided support to both management and staff
with placement interviews.

» Beter improved self-service sick leave registration for
management and staff of ABN AMRO.

Beter will offer ABN AMRO maximum support with
working conditions in 2011.
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Key achievements in 2010 -
» Launch of Generation Next sustainability strategy
» Embedding of sustainability into the business planning
cycle
» Rebranding of Fortis Foundation Nederland to ABN AMRO
Foundation
» Dutch winner of the European Employee Volunteering
Award

ABN AMRO aspires to play a prominent role in sustainable
business development and, in doing so, to gain a leading
position as a sustainable bank by 2012. To this end,

ABN AMRO is systematically integrating sustainability into
the bank’s strategy and core processes. Disclosure on

the bank’s sustainability priorities is provided throughout
the different sections of this report and will be available in
an additional publication and on the corporate website.

In its commitment to capturing long-term value,

ABN AMRO places stakeholders at the heart of its
approach to sustainability. The bank recognises that
clients, employees, society at large, the environment and
shareholders are the bases for a sustainable future.

12.1 Generation Next

The bank's central sustainability theme, Generation Next,
reflects the essence of its ambition: ABN AMRO is here
for the long term and is taking into account the legitimate
interests of its stakeholders — not only for today's world,
but for future generations too. Three key elements shape

this theme: Inclusion, Resource Efficiency and
Entrepreneurship.

ABN AMRO is setting a sustainability agenda that focuses
on green and socially responsible market opportunities.
This approach enhances the bank's risk management,

as it takes into account societal and environmental impact
and risks, and promotes dedicated involvement in the
communities in which the bank is active through

ABN AMRO Foundation. Internal environmental care

and structural reporting and engagement on sustainability
issues all contribute to the bank’s licence to operate.

12.2 2010 activities and objectives
for 2011

Governance of the sustainability organisation was
established and sustainability ambitions have been
embedded in the business planning cycle. The
Sustainability Advisory Board, composed of external
experts in the field of sustainability, ethics and reputation,
will be launched in early 2011.

Seeking business opportunities

ABN AMRO aims to build trusted, long-term and personal
relationships with its clients. Clients are becoming
increasingly aware of sustainability issues, heightening
demand in some segments for sustainable financial
products and services. ABN AMRO actively seeks out
business opportunities and offers a range of sustainable
solutions catering to this need, often within the bank’s
own business. Early 2011, ABN AMRO hosted the
successful [IUCN Leaders for Nature conference on
"Discovering the potential of greening your core business”
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