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Introduction

Goal and overview

NIBC's Capital Adequacy and Risk Management (PlaReport contains information that enables an
assessment of the risk profile and capital adeqo&bi{BC Holding N.V. This publication fulfils the
requirements of the Basel Il framework, as stimdah theCapital Requirements Directive (CRD). The CRD
is legally enforced by Dutch law by the Financiap8rvision Act WFT, Wet Financieel Toezicht).

The CRD is based on the Basel Il framework, whiohtains three pillars:

= Pillar 1 defines the regulatory minimum capitaluggments by providing rules and regulations fe& th
measurement of credit risk, market risk and openafirisk. These capital requirements need to bereal
by regulatory own funds. NIBC received approvahifrtheDutch central bank (DNB) to use, as of 1
January 2008, th&dvanced Internal Ratings-Based (A1RB) approach for calculating solvency
requirements regarding credit risk for its mostamignt exposure classes, namely corporate and, ratai
thelnternal Model Approach (IMA) regarding market risk in the Trading book. Furtherren NIBC uses
the internal ratings-based method for the secatitis exposure class and the simplified risk-weight
approach for the equity exposure class. Solvergyirements for the remaining portfolios and for
operational risk are calculated using the Standaddapproach.

= Pillar 2 covers the Supervisory Review Processs Thnsists of thinternal Capital Adequacy Assessment
Process (ICAAP), the bank’s own assessment of its capital adeqmacation to all its risks, and the
Supervisory Review and Evaluation Process (SREP), the response of the Supervisor to the institusion’
ICAAP. Since the end of 2011, DNB also analysedteznal Liquidity Adequacy Assessment Process
(ILAAP).

= Pillar 3 focuses on disclosure requirements, cogeail relevant pieces of information for a market
participant to assess the risk profile and capitiquacy of the credit institution. The risk discies are
connected to Pillar 1 of the Basel Il frameworkjrdsrmation is provided regarding the underlying
exposures, risk weighted assets and regulatoryadapi

NIBC's Capital Adequacy and Risk Management Rejsoprepared to meet the requirements of Pillas3, a
well as the increased need for transparency ifithacial market. The Capital Adequacy and Risk
Management Report follows the structure below:

= Risk management strategy & process

= Credit risk

= Market risk

= Operational risk

= Liquidity risk

= Securitisation exposures

= Internal capital adequacy assessment process

= Capital base components

= Capital adequacy

= Remuneration policy
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The scope of application in this report refers tB@ Holding, henceforth referred to as NIBC. Theimentity
of NIBC Holding is NIBC Bank. Where necessary, stidiction between NIBC Holding and NIBC Bank is
made explicitly. The starting point of the Basepiludential scope of application is the consolmagcope of
NIBC, according to thénternational Financial Reporting Sandards (I FRS). In line with the requirements of
the CRD, a prudential filter is applied for nondircial subsidiaries. These entities are excludea the
consolidation scope and are, instead, treatedvastiments in associates. Appendix 1 provides éurdletails
regarding the consolidation scope.

The credit exposures in this report are not diyemtimparable to the numbers in NIBC's 2011Annugbdre
The numbers in the Annual Report refer to book esland classifications, in line with IFRS requiretse The
numbers in this report refer &xposure at default (EAD), which is a risk measure of the potential amount
outstanding in the event of default. EAD is, tliere, a different measure than drawn and undrawouans,
and the method employed for its calculation diffees exposure class and among credit institutidmaore
detailed explanation on EAD can be found in@nedit Risk chapter.

NIBC's Risk Management and Capital Adequacy (PpReport is produced at least on an annual laasiss
published on NIBC’s website (www.nibc.com). Theadpmay also be published more frequently if spgecia
market circumstances require so. Information reiggrdsk management and key data on capital adgrarac
presented in NIBC's Annual Report as well.
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Risk Management
Strategy & Process

Highlights of 201 |

2011 was characterised by two distinctly differealves. After signs of economic recovery beforesihimmer,
conditions deteriorated in the second half, paldidy in the financial markets.

The main risks NIBC faces are driven by externalketigpments. NIBC's strong risk management framework
enables us to respond promptly and effectivelyhi@anging circumstances. Over the past three yearsiew
risked our balance sheet, kept costs tightly cdiettpimproved the quality of our operating incoare seen

an overall reduction in impairments.

In line with the risk management practice of pressigears, NIBC continued to have zero sovereigmn deb
exposure to Greece, Italy, Ireland, Spain and Battd'he vast majority of sovereign debt exposnrIiBC's
portfolio consisted of cash placed at DNB and tlwecb State Treasury Agency.

Our credit portfolio is overweight in long-term sa¢-based lending, positioning us well to cope witbnomic
downturns and market turmoil. Amid turbulent mar&etumstances, NIBC has proactively managed the
credit quality of its portfolio. The expected reeoy rate was in the range of 80-90%, which is reddy high
for the banking industry.

Key focal areas in 2011 were developments in coroimereal estate, where vacant properties combivigd
lagging economic recovery may increase the riskredit defaults, and the shipping sector, where we
intensified contacts with our clients to managelitnésk. We expect that these markets will congina require
our close attention in 2012. The centre of grawitgur credit portfolio is in the Netherlands a&drmany, but
we also concentrate on international sectors ssdil & gas and shipping.

Managing liquidity risk has been and will contirioebe a major priority. We moved quickly in recgetrs to
increase our capital base while strengthening aretsifying our funding position. Implementation Bésel
[l and similar regulations of DNB will stimulaténfancial institutions to attract more capital andler
increase liquidity.

New financial regulation is accumulating and acemgnstandards are in a state of flux. We continteed
enhance our operational and regulatory risk franmksvto facilitate compliance with new requiremet8C
is committed to these initiatives, which aim to make financial sector safer and more customersieduWe
educate staff to ensure they are aware of all agleregulations and capable of applying it in tlkaiy-to-day
operations. We strongly believe we are well posgidto comply with all new regulatory requirements.

NIBC attaches great value to corporate social nesipdity. Together with our clients, we work totigate the
risk of failing to meet environmental, social artler sustainability criteria.
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Our retail savings programme NIBC Direct providesess to liquidity and more stable funding in the
Netherlands, Germany and — since late 2011 — Baelgifle are committed to delivering customer convecee
through the internet, maintaining excellent segwitindards. As our retail savings program expamdsnjoy
the trust of an increasing number of clients, mglaar reputation an even more important asset tieéore.
We are keenly aware of the importance of maintgimiar established reputation. We expect econondc an
financial market conditions to remain volatile id12. Together with our clients, we will continue to
proactively manage risks and seize opportunitisslteg from these economic and market developments

Our risk teams performed strongly. We continueekating in further professionalising and diversityiour
risk management teams. Petra van Hoeken was apda@stNIBC’s new chief risk officer, starting inda
December 2011.

Risk appetite and risk management strategy

At the level of the Supervisory Board, the Riski®plCommittee assists the Supervisory Board in seeing
all risks that NIBC is exposed to, the risk apgetihd the relevant risk management framework. Rigetite
is determined by the Managing Board and then apgatdsy the Supervisory Board. The bank's overddl ris
appetite is discussed by the Managing Board omgalae basis. Risk-related decisions are takenaipus
risk committees, which review, monitor and evalugtenew and existing risk exposures, operatiorts an
products in the light of existing risk managemeahdards and risk appetite.

NIBC has a clearly defined business model aroungh@ate Banking and Consumer Banking. Next to the
retail customers of Consumer Banking, CorporatekBayfocuses on mid-sized corporate clients in the
Benelux and Germany, and is a meaningful playerselect number of asset classes. Indispensable to
Corporate and Consumer Banking and the entire bssiof NIBC are the Treasury, Risk Management and
Corporate Center departments. Because of its faedghe in-depth understanding of the businesstand
clients, NIBC has good understanding of the riskthis select number of markets. The risk stratefgyIBC

is aligned with this business model, resultinghie following markets and portfolios, where the siske
concentrated:

= Credit risk in the Corporate Loan portfolio in 8fdrent sectors (Commercial Real Estate, Infrastmec&
Renewables, Shipping & Intermodal, Industries & Miacturing, Oil & Gas Services, Food, Agriculture &
Retail, Technology, Media & Services and Leveragewnce) and in the Residential Mortgage portfolio
(consisting of Dutch and German residential morégdgFurthermore, credit risk exists also in the
Investment Management Loan portfolio. Investmenh®dgement loans may contain equity characteristics
such as attached warrants or conversion featur@snfles of these exposures include mezzanine loans,
convertible loans and shareholder loans. Finatllit risk exists in derivatives and cash managemen
activities of NIBC;

= Investment risk in equity investments;

= Market risk in the Treasury portfolios, mainly cimtig of interest rate risk in the Tradingnd Mismatch
portfolio, and credit spread risk in the Debt Inwesnts portfolio. The latter consists of the Sdations
portfolio and the portfolio of debt investmentdimancial institutions and corporate entities. Nitat in
2011, NIBC held zero debt investments in sovereigfities.

* This report uses the terrfisading book andTrading portfolio interchangeably
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The business model described above is also refléctthe Economical Capitélamework, which is further
described in the sectidnternal Capital Adequacy Assessment Process. NIBC uses Economical Capital as a
universal risk measure throughout the companyeBoh business activity, Economical Capital is alled and
reported to the Asset & Liability Committee onceegvtwo weeks.

Risk management organisation and governance

Risk management at NIBC includes credit, markeg¢rafonal, liquidity, regulatory, and investmerstki
NIBC operates under the ‘three lines of defenc management model. In this model, the first iine
provided by the business units; the second bymiakagement and control functions, and the thir iy
Internal Audit. With its responsibilities as secdim of defence, NIBC Risk Management monitorsrikk
appetite and supports the business by providingigine framework and tools to manage risk.

Under the supervision of the Managing Board andRis& Policy Committee of the Supervisory Boardpial
authority and ultimate decision-making in respdaisk management matters is the responsibilitfivef
committees: th&isk Management Committee (RM C), theAsset & Liability Committee (AL CO),

the Transaction Committee (T C), thelnvestment Committee (1C) and theEngagement and Compliance
Committee (ECC). These committees ensure that assessment arutamoe of risks and exposures is made
independently of the business originators withia ¢perating segments.

The RMC monitors the overall risk appetite and pséifile at a strategic level, evaluates new atitisiand

products on client suitability and the bank’s opieraal and risk management capabilities, as wetkagews
risks at portfolio level, sets country risk andtsedimits, approves acceptance policies and ginide| new

products and manuals. The RMC monitors all rislesypt bank-wide level and sets the relevant palicie

Furthermore, the RMC approves i@ porate social responsibility (CSR) policy of NIBC.

The ALCO monitors the development of NIBC’s balasbeet and market risk profile. It monitors traded
market risks, exposure to interest rates and cayrasks, the capital structure and the liquidigsjion. The
ALCO also approves large funding transactions sigchecuritisations and sets overall limits on manikk
exposures.

The TC, NIBC's credit committee, makes decisionsmatividual debt transactions, including terms and
conditions for lending and the acceptance of déxigaounterparty exposures and underwriting stiiate It
also evaluates opportunities for potential subsegdistribution of the asset. The TC sets countgypa
exposure limits, monitors exposure and decidesrmpairments.

The IC is responsible for investment risk. The proves transactions with respect to equity, Invesit
Management loans and subordinated debt exposwresglhas impairments and revaluations for thesetas
Two members of the Managing Board are memberseofGh Investment decisions of the Funds managed
by Investment Management are made by the Invest@emimittees of the various Funds.

The Engagement and Compliance Committee (ECC) is responsible for the prevention of potentiahooercial
conflicts of interest and compliance issues in eatihg potential assignment for clients.

Overlap of committee membership among Managing @asgmbers contributes to consistency in
communication and decision-making.
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The risk committees are supported by a robustmiakagement organisation, which focuses on the daily
monitoring and management of the risks that NIB€xigosed to. These departments are the Credit Risk
Management and Distressed Assets department, &dsability Management and Market Risk department,
the Financial Markets Credit Risk and Risk PolicyR&porting department and the Operational Risk
Management department.

The Credit Risk Management departmen{CRM) is responsible for the credit risk managemenhef t
Corporate Loan portfolio. CRM develops and impletagoolicies and procedures regarding credit ridkjses
on credit proposals, reviews, waivers and amendsnant reviews impairments. Furthermore, CRM védisla
NIBC's internal counterparty credit ratings andsiggven default ratings. THeaistressed Assets department
(DA) manages assets which are defaulted and/or inthaireat significant risk of becoming defaulted &md
impaired. Credit risk management of the Investn@ahagement loans, as well as investment risk
management of the private equity positions arge¢bponsibility of the IC or the Investment Comnegttdf one
of the NIBC Funds (depending on whether the spebifrestment Management loan or equity positiopeis
of NIBC's direct portfolio or part of one of the BIC Funds).

TheAsset & Liability Management departmenfAL M) manages balance sheet and liquidity risk and stgpo
NIBC's asset and liability management policiesstablished by the ALCO. Additionally, ALM is resmible
for the market risk management of the Residentiaitlyhge portfolio, contacts with rating agenciesded
validation and parts of quantitative risk modelling

The Market Risk departmen{MR) is responsible for monitoring the market risklod fTreasury activities, both
inside and outside the trading book. MR also masdlge bank-wide currency position and co-ordinties
on-going compliance with the Basel Il regulatiargluding new legislation.

TheFinancial Markets Credit Risk departmen{FM CR) is responsible for managing issuer and counterpart
credit risk resulting from NIBC's Treasury actiesiand financial market product execution, suabvas-the-
counter derivatives with financial institutions armrporate entities. FMCR develops and implemealigips
and procedures regarding credit risk related tarfaial markets products, and advises on countgrpeetit
limits and issuer limits for financial institutiomsd corporate entities. Furthermore, FMCR is rasjute for
implementing and managing country risk limits asrbdBC.

TheRisk Policy & Reporting departmen{RP& R) monitors risk on portfolio level. RP&R developdipies
and methods for measuring risk, notably the credibg system used to evaluate probability of défaod loss
given default in NIBC's credit portfolio. RP&R itsa responsible for the reporting of credit poiitiol
information to various users within and outside RIBRP&R is pivotal in NIBC's Basel Il process aisba
performs parts of quantitative risk modelling.

TheOperational Risk Management departmen{ORM) is responsible for monitoring and managing operei
risk stemming from NIBC’s business and operatigmattices. ORM co-ordinates the New Product Approva
Process and the bank-wide process of new activitidsrespect to the assessment of operationdl, ris
management, compliance and reporting capabilitielsisto the RMC for final product approval.

Internal risk reporting and management informagaosures that risks are discussed and assessedlyrope
Furthermore, they enable the Supervisory Boardvtheaging Board and the risk committees to assess
whether the bank’s risk profile remains within gredetermined risk appetite framework. All stakeleo are
informed through annual reports, interim reportd dre Pillar 3 report. Every quarter, comprehensive
reporting is reviewed by the Supervisory Board'€Rin all risk aspects.
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Credit Risk

NIBC defines credit risk as the current or potdritieeat to the company’s earnings and capital @esalt of a
counterparty’s failure to make required debt oaficial payments on a timely basis or to comply itter
conditions of an obligation or agreement, including possibility of restrictions on or impedimetdghe
transfer of payments from abroad.

Credit risk at NIBC exists in different shapes &mns. Almost every activity at NIBC is relateddeedit risk:
credit risk is present in the Corporate Loan pdidfdhe Investment Management Loan portfolio, the
Residential Mortgage portfolio, the Debt Investnsgmortfolio (in corporate entities, financial ingtions and
securitisations), cash management and derivatitviessthe largest source of risk to which NIBC igesed,
representing approximately 95% of toRk Weighted Assets (RWA) and of the company’s capital
requirements. Specifically for the Debt Investmepusfolio, NIBC defines the credit risk as issuisk, which
is the credit risk of losing the principal amountfroducts such as bonds.

The Pillar 3 disclosure requirements prescribe dhaedit institution classifies its assets intwanber of
standard exposure classes. For a credit institwisomy the AIRB approach, these exposure classededined
in article 86 of the CRD. Table 1 presents thetiaiship between the classification in this re@ort the
portfolios in NIBC’s Annual Report:

Table | Comparison between Pillar 3 exposure classes and portfolios in NIBC’s annual report

Pillar 3 exposure classes Portfolios in Annual Report

Sovereign Debt investments in sovereign entities and cash at central banks.

Institutions Debt investments in financial institutions, and cash and derivative transactions with
financial institutions.

Corporate Corporate Loan portfolio, including guarantees, derivatives and debt investments in
corporate entities, and Investment Management Loan portfolio.

Retail Dutch and Geman Residential Mortgage portfolio, excluding securitised portfolios.

Equities Equity investments and uncalled capital commitments.

Securitisations Securitisation portfolio and retained notes of own securitisations.

Other Non-credit related exposures.

Apart from the above differences in classificatidifferences can also be found between the numbers

presented in this report and the numbers in them@nagement paragraph and risk notes in NIBC’suahn

Report. The main reasons that these numbers ardiraotly comparable are the following:

= For exposures treated under the AIRB approacharRIhumbers refer to EAD, a risk measure of the
potential outstanding amount in the event of def&ldunterparties typically tend to utilise theiedit lines
more intensively when approaching default, whicpligs that the amount outstanding at default is
expected to be higher than the current outstaratingunt. For undrawn parts of credit facilities redit
conversion factor is applied to the Pillar 3 nunshberhich cannot be recognised on the balance shieist.
credit conversion factor is incorporated in thecakdtion of EAD.

= For derivative transactions, Pillar 3 numbers réfethe marked-to-market value and add-on, inclgdire
effect of netting and collateral. The add-on reBex potential future change in the marked-to-mavkkie
during the remaining lifetime of the derivative tr@wt.

= The treatment of some securitised exposures diffeesto differences in de-recognition requiremémts
IFRS and WFT.

Pillar 3| 9



Credit risk exposures

This section presents NIBC's credit risk exposur@sed on the definitions and approaches that ackinghe
calculation of capital requirements. In 2007, NIBCeived approval by the DNB use, as of 1 January 2008,
the AIRB approach for the calculation of its calpieuirements for the corporate and retail exposlasses.
Furthermore, NIBC uses the internal ratings-basethad for the securitisation exposure class and the
simplified risk-weight approach for the equity espee class. The AIRB approach is the most sophistit
approach within the Basel Il framework for the cdéddion of capital requirements and it is basedntgrnal
estimation of various risk parameters. The sedflakltul ation of Risk Weighted Assets in this chapter provides
more information on the ways that NIBC uses foréhgmation of these parameters.

The Standardised approaapplies to all other NIBC exposure classes comgioredit risk.

Table 2 shows a breakdown of exposure, EAD, RWAaapital requirement per exposure class and
calculation approach, as at 31 December 2011 ah@. 20

Table 2 Breakdown of exposure, EAD, RWA and capital requirement for credit risk

2011 2010
Capital Capital
require- require-

IN EUR MILLIONS Exposure EAD RWA ment Exposure EAD RWA ment
AIRB APPROACH
- of w hich corporate 10,313 10,166 6,017 481 9,625 9,434 6,340 507
- of which retail 3,940 3,940 536 43 5,066 5,066 789 63
- of w hich securitisations 1,532 1,532 1,250 100 1,461 1,461 1,055 84
- of w hich equities 461 461 1,704 137 540 540 2,000 160
SUBTOTAL 16,245 16,099 9,507 761 16,692 16,502 10,184 814
STANDARDISED
APPROACH
- of w hich sovereign 2,526 2,526 0 0 1,644 1,644 2 0
- of which institutions 1,809 1,638 572 46 2,453 2,309 703 56
- of which retail 399 398 155 12 507 507 222 18
- of w hich corporate 346 346 340 27 626 625 625 50
- of w hich equities 1 1 1 0 4 4 3 0
- of w hich other 53 53 53 4 62 62 62 5
SUBTOTAL 5,133 4,961 1,121 89 5,296 5,151 1,617 129

I S R
TOTAL CREDIT RISK 21,378 21,061 10,628 850 21,988 21,653 11,801 943

Small differences are possible in the table due to rounding

The RWA of NIBC decreased by 10% between 2010 &id 2nd this is due to a variety of factors.
The RWA for the corporate exposure class decrelg@db6, mainly due to the smaller part of the pditfthat

was treated under the Standardised Approaetthermore, the average LGD rating of the Corgotatan
portfolio improved in 2011 compared to 2010, rasglin lower RWA consumption.
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The RWA consumption of the securitisation exposiass increased by 18%. This increase is mainly the
result of the higher risk weights of resecuritisatexposure. What also contributed to a higher RWA
consumption are the retained positions in NIBCwlydssued securitisation and repurchases of its ow
securitisations originated in the past.

The decrease of 15% in the RWA of the equity exposilass is due to the decrease in the size ddody
Investments portfolio, predominantly as a resulthef spin off of a part of the portfolio. In 2014vedon

Capital Partners, which incorporated the activiGe8lIBC Capital Partners, spun off NIBC.

RWA for institutions decreased by 19%. The decrediske institutions exposure class is relatechéo t
decrease in the size of NIBC's Debt Investmentsfplaw, due to regular repayments and active shseets.

Finally, the RWA for the sovereign exposure in 2@binpletely reduced to zero, from EUR 2 millior2id10.
Breakdown of credit risk exposures
Table 3 shows a breakdown of EAD between expodasses and exposure types under both the AIRBland t

Standardised approach, as at 31 December 2011 Fablows a similar breakdown during 2011, on ayeera

Table 3 Breakdown of credit EAD types by exposure class, 3|1 December 201 |

IN EUR MILLIONS

Exposure Class On-Balance Off-Balance Derivatives Total
AIRB APPROACH

- of which corporate 7,969 1,292 906 10,166
- of which retail 3,939 1 0 3,940
- of w hich securitisations 1,457 0 76 1,532
- of which equities 394 67 0 461
SUBTOTAL 13,758 1,360 982 16,099
STANDARDISED

APPROACH

- of w hich sovereign 2,526 0 0 2,526
- of which institutions 1,190 2 445 1,638
- of which retail 398 0 0 398
- of which corporate 279 51 16 346
- of which equities 1 0 0 1
- of w hich other 53 0 0 53
SUBTOTAL 4,447 53 461 4,961
TOTAL 18,204 1,413 1,443 21,061

Small differences are possible in the table due to rounding
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Table 4 Breakdown of credit EAD types by exposure class, average 201 |

IN EUR MILLIONS

Exposure Class On-Balance Off-Balance Derivatives Total
AIRB APPROACH

- of which corporate 7,685 1,433 683 9,800
- of w hich retail 4,502 1 0 4,503
- of w hich securitisations 1,422 1 73 1,497
- of w hich equities 431 69 0 501
SUBTOTAL 14,040 1,504 756 16,301
STANDARDISED APPROACH

- of w hich sovereign 2,085 0 0 2,085
- of w hich institutions 1,456 60 457 1,973
- of which corporate 298 65 122 485
- of which retail 453 0 0 453
- of which equities 3 0 0 3
- of which other 58 0 0 58
SUBTOTAL 4,352 125 580 5,057
NIBC TOTAL 18,393 1,629 1,336 21,357

Small differences are possible in the table due to rounding

Table 5 shows the breakdown of EAD between regidhs.geographical distribution of NIBC's assets
corresponds to the company'’s strategy for focuddrth Western Europe, with the Netherlands, thetédhi
Kingdom and Germany accounting for 80% of the t&Bt#D. This percentage increases to almost 90% when
the rest of Europe is included. With respect tgoaate exposures, the Asia/Pacific region mainhtains
NIBC's exposures to the sectors shipping and aja&. Exposures to the oil & gas sector are alsmdocin
North America, as well as in the region ‘Other’,intpin Brazil and Qatar.

Table 5 Breakdown of EAD per region, 31 December 201 |

IN EUR MILLIONS
The United Rest of Asia/ North

Exposure Class Netherlands Kingdom Germany Europe Pacific America Other Total
AIRB APPROACH

- of which corporate 3,316 2,076 1,854 1,139 898 467 417 10,166
- of which retail 3,940 0 0 0 0 0 0 3,940
- of w hich securitisations 949 150 26 277 2 128 0 1,532
- of w hich equities 375 17 0 43 0 25 0 461
SUBTOTAL 8,579 2,244 1,880 1,459 900 620 417 16,099
STANDARDISED APPROACH

- of which sovereign 2,516 0 0 5 0 0 5 2,526
- of which institutions 299 728 52 313 57 188 0 1,638
- of which retail 0 0 399 0 0 0 0 398
- of which corporate 237 33 0 17 33 26 0 346
- of w hich equities 0 0 0 0 0 0 1 1
- of w hich other 53 0 0 0 0 0 0 53
SUBTOTAL 3,105 761 451 335 90 214 5 4,962
TOTAL 11,684 3,005 2,331 1,795 990 834 422 21,061
TOTAL (in %) 55% 14% 11% 9% 5% 4% 2% 100%

Small differences are possible in the table due to rounding
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Table 6 shows the breakdown of EAD between indusggjors.

Table 6 Breakdown of EAD per industry sector, 31 December 2011

IN EUR MILLIONS
Financial Infrastructure & Government & Commercial

Exposure Class Retail Markets Services Renewables  Central Banks Real Estate Shipping Oil & Gas
AIRB APPROACH
- of w hich corporate 0 1,130 2,473 0 2,045 1,743 918
- of w hich retail 3,940 0 0 0 0 0 0
- of w hich securitisations 949 0 0 0 313 0 0
- of w hich equities 0 41 82 0 35 13 0
SUBTOTAL 4,889 1,171 2,555 0 2,531 1,756 918
STANDARDISED
APPROACH
- of w hich sovereign 0 10 0 2,516 0 0 0
- of w hich institutions 0 1,633 0 5 0 0 0
- of w hich retail 398 0 0 0 0 0 0
- of w hich corporate 0 135 10 0 17 17 0
- of w hich equities 0 1 0 0 0 0 0
- of w hich other 0 0 0 0 0 0 0
SUBTOTAL 398 1,778 10 2,522 17 17 0
TOTAL 5,287 2,949 2,565 2,522 2,409 1,773 918
TOTAL (in %) 25% 14% 12% 12% 11% 8% 4%
Small differences are possible in the table due to rounding
IN EUR MILLIONS

Wholesale, Agriculture &
Exposure Class Retail & Leisure Services Manufacturing T™MT Food Other Total
AIRB APPROACH
- of w hich corporate 538 529 451 179 121 39 10,166
- of w hich retail 0 0 0 0 0 0 3,940
- of w hich securitisations 0 0 0 0 0 270 1,632
- of w hich equities 58 36 18 21 5 151 461
SUBTOTAL 596 566 469 200 126 460 16,099
STANDARDISED
APPROACH
- of w hich sovereign 0 0 0 0 0 0 2,526
- of w hich institutions 0 0 0 0 0 0 1,638
- of which retail 0 0 0 0 0 0 398
- of which corporate 6 0 26 6 27 103 346
- of w hich equities 0 0 0 0 0 0 1
- of w hich other 0 0 0 0 0 53 53
SUBTOTAL 6 0 26 6 27 156 4,962
TOTAL 602 566 495 206 153 616 21,061

TOTAL (in %)

3%

3%

2%

1%

1%

3%

100%

Small differences are possible in the table due to rounding

Retail Markets

The sector with the highest EAD is Retail Marké8% of total EAD), which contains NIBC’s Residehtia
Mortgage portfolios in the Netherlands and Germamyg securitisation notes iasidential mortgage-backed
securities (RMBS). With respect to mortgages, the origination volwh®lIBC since 2009 has been very
limited and mainly focused on further advancesoiar customers. Due to prepayments, the mortgagéopor
is decreasing at an expected rate in line withforgcast. The amount of RMBS increased during 2a%%h
result of the retained notes and repurchases oCNIBwn securitisations. On the contrary, the RMBS
exposures in which NIBC acted as an investor deecka~or more information about these exposurés, te
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the variousRetail sections in this report for the Residential Mogggortfolio and to the chapter on
Securitisations for the RMBS.

Financial Services

The next largest sector is Financial Services (bA%tal EAD), which contains all of NIBC's instiions
exposure class, as well as certain corporate expasMore than a third of the corporate EAD in geéstor
relates to a loan to an investment-grade finamegitution, collateralised by a pool of prime Dtesidential
mortgages. At 31 December 2011, the weighted aeeCiR of all corporate exposures in this sector vas
(BB) and the weighted average LGD rating was A-3%@). Information about the credit quality and thek
weights of the institutions’ exposures is givertia sectior&tandardised Approach. In terms of geographical
distribution, 42% of the EAD in the financial sez@s sector is located in the Netherlands, 28%earlUnited
Kingdom, 9% in Germany and 11% in the rest of Earop

Infrastructure & Renewables

The exposures in Infrastructure & Renewables ansalitd a total EAD of EUR 2,565 million at 31 Deceanb
2011 and they relate almost exclusively to corgplaan exposures. In terms of geographical disioby65%
of the portfolio’s EAD is located in the United Kjdom, 13% in the Netherlands, 12% in Germany aad th
remainder in the rest of Europe. The portfolio spearious industry sub-sectors, of which educatii?s),
healthcare (21%), roads & railways (14%) and rer@evanergy (11%) are the most important.

The credit quality of the portfolio remained statileoughout 2011. At 31 December 2011, the weighted
average CCR of the portfolio was 5 (BB) and theght#d average LGD rating stood at B-2 (18%).

The market for infrastructure and renewables inl2@mMmained relatively stable from a risk point adw, but it
has become confronted with reduced availabilitioof)-term bank financing. At the same time, howettegre
is increasing appetite from institutional investtw®nter into this attractive and low-risk market.

With respect to risks in the portfolio, a signifitalistinction can be made between assets in cantign
(approximately 28% of the portfolio) and in opeoatl phase (approximately 72% of the portfolio)eTisk
profile of the construction phase is strongly retbto the risk profile of the construction compamyolved. At
the same time, the construction phase is charaetbby substantial security packages, includinfppaance
bonds and letters of credit. The existence of sechurity packages results in a better-than-avaiakerofile,
despite the current increased risk profile of imdii)al construction companies. Throughout the pbdfonly
the established Western European construction coiepare involved in the infrastructure projects.

For the main part of the portfolio that is in opgeyaal phase, about 90% of the projects carry anbilability
risk (i.e. the risk that the project will not bengpleted and available in time) and no market riglssthe
availability risk is passed through to the opergtimd maintenance contractor, the remaining rishasof the
off-taker. For truePrivate Finance Initiative (PF1) transactions, 100% of the off-takers are governimelated
entities.

Given the attractiveness and availability of tranissms, the renewables sub-sector grew faster 111 20an the
Infrastructure sub-sector. NIBC closed in 201 fiit transactions in the solar segment. Due targother,
the fixed feed-in-tariff, NIBC has a special foars German renewables transactions. NIBC's German
Renewables portfolio has not been affected by aatézh of feed-in-tariffs because the tariffs avekled in at
the start of the projects. The EAD of the renewsblgb-sector amounted to EUR 321 million at 31 Dy
2011, an increase by almost 50% compared to oreagea Of this portfolio, 41% was located in Gerpan
32% in the United Kingdom, 20% in the Netherlarai®] the remainder predominantly in other EU coastri
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Government/Central Banks

The sector Government/Central Banks (12% of tofeDFis made up exclusively of NIBC’s sovereign
exposures. The vast majority of these exposuresetated to cash placed with DNB and the DutcheStat
Treasury Agency. NIBC has zero sovereign debt axgo® Greece, Italy, Ireland, Spain and Portugal.

Commercial Real Estate

The EAD size of the Commercial Real Estate seatarunted to EUR 2,409 million at 31 December 2011,
which contains NIBC’s commercial real estate coap®toans and securitisation notesahmercial
mortgage-backed securities (CMBS).

With respect to the corporate EAD, the commera@al estate sector showed stable credit qualitpirl2with
unchanged impairment levels and no write-offs. ACRcember 2011, the weighted average CCR of the
portfolio was 6 (B) and the weighted average LGIngaB-1 (12.5%).

The corporate Commercial Real Estate portfolioédl diversified across various commercial real esta
classes. Financing of residential properties acisoian 51% of the portfolio, which significantlydaces the
concentration risk in the underlying collateral pdather segments include offices (9%), financifg o
development companies (9%) and hotels (8%). Thegrties are almost exclusively located in the Nedimels
(55%) and Germany (42%).

While activities in the residential markets in tetherlands seem to have come to a standstiltetfidential
markets in Germany (where the majority of NIBC'sidential properties are located), and especialBarlin,
are in general still strong. All other asset cladseth in Germany and in the Netherlands showe ldtlno
activity, with the exception of offices and retpibperties that have long lease tenors and ara&tedun top
locations.

With respect to the securitisations exposures witte commercial real estate sector, the EAD of BIR
million includes includes the retained notes of Mesdag Delta securitisation. NIBC has retaine@siéor an
amount of EUR 144 million, which entail the netditeisk exposure. More information on the CMBS ¢xn
found in theSecuritisations section.

Shipping

The sector Shipping is almost exclusively comprisg@xposures in the corporate exposure classaicimg
NIBC'’s Shipping & Intermodal (container box) potito The shipping sector and, more specificallygpisea
shipping, is a long-established activity within NOBDespite its volatile nature, as a result of ifabees in
supply of tonnage and demand for transport in thekgts, the shipping franchise has performed waedl the
past years, due to NIBC's selective and consergatpproach in the origination and management of
transactions.

The economic crisis clearly affected the shippiraghats in 2011 as well. For the third year in a,rehip
owners were faced with a weak market in which therenues were under pressure. Newly-built vessels,
ordered in the period 2008-2010 appeared in thé&ehar 2011 and further aggravated the imbalanteden
supply and demand. All main shipping segments wéfeeted, including the bulk, tanker and contaiivesr
markets. Pressure on the industry was especialygqunced in the second half of 2011.

Given the deteriorating shipping market, NIBC retaat its first losses in this portfolio since 2004.
Impairments were taken on a limited number of ¢ieim anticipation of a continued weak shippingke&
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New business opportunities were selectively pursaedording to strict lending parameters with respe the
quality of the owners, the charterers/term emplaynaad the value of the assets.

Growth in the portfolio in 2011 was fairly limitethe EAD of all shipping exposures reached the giZ8UR
1,773 million at 31 December 2011. Tankers represe83% of the Shipping portfolio, bulk carrier€29
container boxes (intermodal) 11% and containerales0%. The remainder of the portfolio (17%) irt=d,
among other, financing of car carriers and oil gad support assets, such as accommodation barges.
Geographical distribution remained stable, withrbarers being mainly active in Asia/Pacific (42%yr&pe
(33%) and North America (15%).

In order to prevent a weakening of the credit qualf the non-defaulted portfolio, active portfolio
management remains a priority on an on-going basi$,our dialogue with clients has further inteesif

During 2011, the WA CCR and the WA LGD rating rene stable. At the 31 December 2011, the WA CCR
of the portfolio was 6 (B) and the WA LGD rating1B{12.5%).

Oil & Gas

The EAD in the Oil & Gasector exhibited strong growth in 2011, reachirgdize of EUR 918 million,
increased by almost 10% in comparison to 2010. 3&isor only contains corporate exposures. TheD EBA
split over five main industry sectors of which Hini¢y (33%), oil and gas extraction (28%) and suppetivities
(25%) are the most important ones. In terms of ggaycal focus, the majority of clients are locairedlorth
Western Europe (37%), North America (20%) and A%alfic (18%), whereas the assets are locatedalha
the world in key oil and gas areas.

The overall risk profile remained stable over 2@l the portfolio did not experience adverse sitnat
despite the turbulent financial markets during 200He credit quality of the oil & gas portfolio ramed
stable, on average, during 2011. At 31 Decembet 20 WA CCR was 5- (BB-) and the LGD rating was
B-2 (18%). Construction risks subsided largely thudeliveries and prepayments. The portfolio furthe
diversified due to a growing client and asset bAseey risk factor is refinancing risk. About 35%tbe
portfolio consists of corporate financings whiclvédalloon structures in place. The majority ofpmoate
financings are well secured, including the newsggaions closed in 2011. Unsecured corporate exposu
decreased in 2011 and was further mitigated by salunterparty ratings, comfortable order bookgatige
pledges and market position.

At 31 December 2011, the portfolio did not carry @anpairment amounts.

Other sectors

The remaining sectors in NIBC's portfolio togetlaecount for 13% of the total EAD. With the exceptif a
few exposures in the equities and securitisatiapssure classes, they all contain corporate expssiiore
specifically, the Services sector consists of noasfcial service providers such as transport, gera
healthcare, education and logistics. Manufactunirainly focuses on industrial products, consumedpcts
and chemicals. The average credit quality remasteble compared to 2010 and ranged in the 5-/6/@8B-
categories in terms of CCR, whereas the LGD wasds 12-25% (B-1 to B-3 categories). The exposimres
these sectors also contain certain leveraged fenraasactions, which bring the weighted averagB4$.G
slightly below the average of the total corporafDE This is due to the fact that leveraged finadeals have
security packages which are relatively less sttbag asset (e.g. shipping, commercial real estatpjoject
(e.g. infrastructure) financing.
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The majority of the counterparties in these seaoesmedium-sized to large-sized companies in greBix,
Germany and the United Kingdom, which account forerthan 80% of the corporate EAD. In the firsff ol
2011, market activity continued the strong grovtéitthad been exhibited already since 2010. Thisltre
however, was reversed in the second half of the, yeigich experienced larger than expected repaysnest
well as certain prospect deals being postpone@®1@.2The majority of new activity took place in Gemy,
whose size more than doubled.

The main portfolio risks are concentration risk éimel current economic conditions. A mitigating tadtor
concentration risk is that the large exposuresraimly related to reputable corporate clients. f@nnore,
Corporate Lending deals are highly collateralisedine with the more sector-driven segments. Gnutihole,
single-name concentration remained stable compar2d10.

Specifically for leveraged deals, these focusemmhmarket transactions and the number of new deals
increased in 2011 in NIBC's core geographies. Né&vedess, the increase was offset by higher thaeazd
early repayments, which resulted in a small deergathe amount of leveraged finace deals in thad to
portfolio. The upward rating migration observedaasrthe portfolio in late-2010 and during the firatf of
2011 began to reverse in the second half 2011e&Heer decline in average leverage across théghiortvas
offset by pressure from deteriorating trading pemf@ance of more recent transactions, restructurats ded
early repayment of transactions closed at the 2T market peak. During the second half of 201BON
responded to the deteriorating economic circumst®bgy increasing the selectiveness with which deate
closed. Closed transactions were all conservatiselyctured in terms of leverage, interest coveragkateral
and covenants and supported by substantial egaiitlyibutions.

Table 7 provides a breakdown of credit EAD per legaturity. Almost 37% of all of NIBC’s credit risk
exposures will mature after the next 5 years.

Table 7 Breakdown of credit risk EAD per maturity, 3|1 December 201 |

INEUR MILLIONS

>1year - >2years -

Exposure Class <lyear < 2years s5years >5years Total
AIRB APPROACH

- of which corporate 1,290 1,126 4,715 3,035 10,166
- of w hich retail 3 4 18 3,915 3,940
- of which securitisations 414 183 471 464 1,532
- of which equities 461 0 0 0 461
SUBTOTAL 2,168 1,313 5,204 7,414 16,099
STANDARDISED APPROACH

- of which sovereign 2,526 0 0 0 2,526
- of w hich institutions 1,027 226 212 173 1,638
- of which retail 398 0 0 0 398
- of which corporate 176 31 73 66 346
- of which equities 0 0 1 0 1
- of w hich other 0 0 0 53 53
SUBTOTAL 4,126 257 286 292 4,962
TOTAL EAD 6,294 1,570 5,490 7,706 21,061

Small differences are possible in the table due to rounding
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Calculation of Risk Weighted Assets

AIRB approach

Ratings and rating process in the AIRB approach

The AIRB approach for the corporate and retail expe classes has been adopted by NIBC and appbyved
DNB since 1 January 2008. The ratings frameworlsist® of the calculation of 3 main parameters:
Probability of Default (PD), Loss Given Default (L GD) andExposure at Default (EAD).

The PD, LGD and EAD that are calculated through GlEBinternal models are used for the calculation of
expected loss (EL) and Pillar-1 regulatory capitéRC). Internal ratings enable an objective comparisah®
credit risk of different types of assets, makingnthan essential tool for the commercial and rishagament
departments to determine whether a transactiolNfBC’s strategy and portfolio, as well as to detare the
appropriate pricingeconomic Capital (EC), risk-adjusted return on capital (RAROC) and stress testing are
additional areas, within Pillar 2, which make u$¢he above-mentioned parameters, although the
methodologies for both EC and stress testing diffan those employed in Pillar 1. In particulamarket risk
instead of a credit risk approach is used for alvemof portfolios in Pillar 2. NIBC has developesaiety of
stress test scenarios, both on total portfoliosutatportfolio level, to evaluate the impact of Hvenarios on its
RWA levels and Tier-1 ratio. For more informatiom the differences between NIBC’s calculations under
Pillar 1 and Pillar 2, refer to tHEAAP chapter.

NIBC enforces strict separation of responsibilitith respect to its internal rating methodologesl rating
process, model development, model validation atetral audit. The roles and responsibilities ofreac
involved unit are explicitly set out in internalljpies and manuals, also in conformity with thestations of
Basel Il with respect to model governance.

In addition to these three internally calculatedapseters, a fourth parameter which influences #heutation
of the Pillar-1 RC is the maturity.

This section explains how the PD, LGD and EAD agliad within the AIRB corporate and retail framewo
of NIBC.

Corporate

NIBC applies its internally-developed credit ratimgthodology since 2000. This methodology consikte/o
elements: a counterparty credit rating that refl¢lce probability of default of the borrower, amdaanticipated
loss element that expresses the potential loskeofatility in the event of default of the borrowai
counterparties are reviewed at least once a year.

The basis for both the PD and the LGD methodologi¢ise application of expert judgement on a nundber
rating indicators. From a risk perspective, NIBQsiders its corporate exposures to fall within foroad
financing types (corporate lending, asset finaaceguisition finance and project finance), and facheof these
financing types the relevant credit drivers ancapagters are captured in the rating models.

In terms of counterparty credit rating, the cregliality is concentrated in the 5 and 6 categori@sIBC'’s
internal rating scale (BB and B categories respeltiin external rating agencies’ scales). The faat NIBC's
corporate exposures are concentrated in sub-ineastgnade ratings is counterbalanced by the fattatmost
all exposures have some form of collateralisatitxposures can be collateralised by mortgages drestate
and vessels, by (lease) receivables, pledges ohingag and equipment, or by third-party guarante®as other
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similar agreements. As a result, NIBC's LGDs arecemtrated in those LGD categories that correspond
recoveries in the range of 80% and 90%, which alaively high for the banking industry.

Counterparty credit ratings and probability of default

The counterparty credit rating (CCR) reflects the counterparty’s capacity to meetiitaricial obligations in
full and in time. CCRs do not incorporate any resrgnissues, as these are captured through the h@nal
estimates.

NIBC's uses a through-the-cycle CCR rating scaléchvconsists of 10 grades (1-10). Most of theselgs are
further divided in notches, by the addition of agbr minus sign to show the relative standing iwithe

rating grade. NIBC uses a total of 22 notches, e&evhich is mapped to the rating scale of the main
international rating agencies. Each notch carrie®awhich quantifies the likelihood that the camparty will
go into default in the next one year. The CCRs® Hhare assigned to counterparties that havedsirea
defaulted and therefore carry a PD of 100%. Funtioee, CCRs are assigned a rating outlook. Thissasse
the potential direction of the CCR over the medienm. In determining a rating outlook, considenati®
given to any changes in the economic and/or fund¢athbusiness conditions.

The general methodology for determining a CCR &eldeon several qualitative and quantitative rating
indicators, such as the analysis of the businedsiaancial profile of the counterparty, a castwflanalysis, a
sovereign risk analysis, a peer-group analysissarading benchmark based on third-party modelseBxp
judgement is applied at the end of the rating pge@nd determines what the final rating of the tenparty
will be, taking into account the rating indicatafshe various models.

The performance of the CCR methodology is bacleteannually in order to ensure that consisten&gjid
throughout the portfolio and to measure the disicrétory power and the ranking ability of the CCRs.
Furthermore, NIBC regularly benchmarks its CCR$witternal parties.

Loss given default

Whereas CCRs are assigned on a counterparty le8€l,ratings are facility-specific. The LGD ratingsflect
the loss that can be expected on a facility inwardorn scenario, if a counterparty defaults. NIBi@ternal
LGD scale consists of 7 grades (A-F) and 10 notobash of which represents a different degree avery
prospects and loss expectations.

NIBC’s LGD philosophy is similar to the approach f&@CRs. The LGD methodology is also based on a
combination of qualitative and quantitative ratindicators that include, among others, the asse#sofi¢he
available collateral and/or guarantees, the sdyiofithe loan, the applicable jurisdiction, ané tjuality of the
counterparty’s assets. Once the various LGD drikiak&e been assessed, the final LGD rating is baged
expert judgement.

As is the case for CCRs, the maintenance of NIBGB models involves benchmarking and back-testing.
NIBC is a founding member of thiean-European Credit Data Consortium (PECDC), the largest international
loan loss data pooling entity. This enables NIB@xohange anonymous loss data with other large
international banks for the purposes of enhanci@®lmodelling capabilities, sharing of best practideGD
calibration and benchmarking.

In 2011, NIBC benchmarked its LGDs with an exterpeaity. The vast majority of NIBC's LGD estimates
were in line with the estimates of the externatyar
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Exposure at default and credit conversion factor

A third element of the AIRB approach is the caltiola of the EAD. It is defined as the amount tlsat i
expected to be outstanding at the moment a cowartgrgefaults. Counterparties typically tend tdisai their
credit lines more intensively when approaching diefavhich implies that the amount outstanding efedlt is
expected to be higher than the current outstaralingunt.

In order to quantify the additional expected ugitien, NIBC applies aredit conversion factor (CCF) on the
undrawn portion of every credit facility. The malriver for the value of the CCF is the type of thedit
facility (e.g. committed or uncommitted facilitypdn, guarantee, derivative, etc.). NIBC produceswin
internal estimates of CCF, based on the utilisabodefaulted credit facilities at the time of deattzand one
year prior to default, which are a combinationndéinal defaulted facilities and defaulted fa@#tifrom the
PECDC data pool. These internal estimates areltaechmarked anonymously to external estimates from
other PECDC member banks.

Overview of AIRB corporate exposures

Table 8 provides an overview of corporate AIRB EAPes, broken down by NIBC rating grade (equivalent
ratings of external rating agencies are provideghirentheses). The table also provides the avéBgend
LGD, weighted against EAD. As assets with a rath§/10 have already defaulted, the notion of L&GDused
for non-defaulted assets is no longer applicabbssks are therefore estimated through a separnaseriment
model, in order to determine the impairment amaunts

The fact that these exposures are in default doesatessary mean that all the counterparties earry
impairment amount. Reasons for not always takingrgairment amount for a defaulted counterparty inay
e.g. over-collateralisation or NIBC'’s expectatidrfudure cash-flow generation. The section on imgei
exposures contains more information on defaultetimapaired counterparties.

Since 2010, NIBC has been using an internally aged methodology for the calculation of RWA for the
defaulted EAD. Whereas RWA and RC for the non-dégdcorporate exposures are calculated basedeon th
standard Basel AIRB formula, the RWA and RC for deéaulted corporate exposures are a functioneof th
impairment amount, if present, and the proportibthe impairment amount to the defaulted EAD. This
methodology results in additional RWA and RC fa torporate exposure class, in line with NIBC'shwiier
more prudent capital calculations on its defaueposures in times of an economic downturn.

Despite the deteriorated economic conditions, Z)dwved a relatively stable quality in CCRs. Theghtgd
average PD for almost all rating grades was shgbilver compared to 2010. For the total corporaigosure
class, the weighted average PD amounted to 2.48%|aver compared to 2010. The average weighte® CC
in the corporate exposure class (excluding defdwtsets) was 6+ on NIBC's rating scale (B+ inrdiing
scales of rating agencies), both at 31 Decembgt 20d at 31 December 2010. The weighted-averad® LG
improved from 19.7% at 31 December 2010 to 16.9%ldDecember 2011. The relative stability in CCRs,
slightly better PDs and the improved LGDs undeifiaift economic circumstances reveal NIBC'’s focas o
active portfolio management and very selectiveipatjon criteria.
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Table 8 Breakdown of corporate AIRB EAD by weighted average PD, weighted average LGD and EAD type, 31
December 201 |

IN EUR MILLIONS
Rating Scale WA PD WA LGD On-balance Off-balance  Derivatives Total
1/2 (AAA/AA) 0.03% 3.66% 42 9 0 51
3(A) 0.08% 17.25% 95 0 0 95
4 (BBB) 0.29% 13.84% 1,620 344 250 2,214
5 (BB) 1.14% 14.66% 2,291 501 321 3,113
6 (B) 3.36% 20.74% 2,540 403 205 3,148
7 (CCO) 12.26% 20.58% 465 33 35 533
8 (CCIC) 30.00% 16.79% 24 0 0 25
9/10 (D) 100.00% n.a. 892 1 94 987
I I . . . ———
TOTAL 2.40% 16.9% 7,969 1,292 906 10,166
Retail

The AIRB approach applies to NIBC's Dutch Residantlortgage portfolio. The calculation of PD, LGDd
EAD is performed by a Basel 1l AIRB model developetrnally, which has been in use since 2006. Hbe
estimates are dependent on a variety of factonshath the key factors are debt-to-income and lmawalue
ratios. Minor factors that play a role in the Pliraates are several other mortgage loan charatitstis
borrower characteristics and payment performanierration. The PD scale is based on a continuoaig sc
ranging from 0 - 100%.

The LGD estimates are based on a downturn scecamiparable to the downturn in the Dutch mortgage
market in the 1980s. In this case, the indexeataothl value is stressed in order to simulate tbegeds of a
(forced) sale of the collateral. The stress is ddpat on the location of the collateral and itsoilite value.
Together with assumptions about cost and timerecfosure, an LGD is derived. The LGD estimate t&es
into account whether a mortgage loan h&aiech government guarantee (NHG guarantee), for which the
LGD estimate is lower in comparison to a mortgagelwithout the NHG guarantee. The LGD estimate is
also based on a continuous scale.

The EAD is set equal to the net exposure (outstenblalance minus built-up savings value) for alltgage
loans, except for non-amortising (in this casegriest-only loans). For the non-amortising loansidiths of
accrued interest is added to the EAD.

The validation of these estimates is performedistotical data and is carried out on a yearly bdsis the PD
and LGD, the estimates are back tested agains$edalefaults and realised losses. In this way,enhsured
that the model still functions correctly in a charggeconomic environment.

Due to the deteriorated economic environment, dketlvo years showed an increase in losses; énd tr
continued in 2011. Although the number of defarétmained quite stable, the losses arising fromethes
defaults (LGD parameter) increased. Actual cremisés in the Dutch and German portfolios have,
nevertheless, been low in the past years. The qpeaface of NIBC’s securitised mortgage portfoligionger
compared to other Dutch RMBS issuers, as evidehgetrears levels and realised loss levels.
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Overview of AIRB retail exposures

Table 9 provides an overview of retail AIRB EAD &5 broken down by PD buckets. The table also gesvi
the average PD and LGD, weighted against EAD. Mwéethe numbers in this table refer to the Dutch
Residential Mortgage portfolio of NIBC. The weigtitaverage PD and LGD of the retail portfolio renegin
almost constant between 2010 and 2011. At 31 Deeeil 0, the WA PD and LGD were 1.48% and 18%
respectively.

Table 9 Breakdown of retail AIRB EAD by weighted average PD, weighted average LGD and EAD type, 31
December 201 |

IN EUR MILLIONS

PDbucket WA PD WA LGD On-balance Off-balance Total
0.1% - 0.2% 0.14% 9.75% 1,232 0 1,233
0.3% - 0.4% 0.31% 16.55% 1,467 1 1,468
0.5% - 0.6% 0.50% 25.24% 876 0 876
0.7% - 0.9% 0.71% 30.03% 196 0 196
1% - 2% 1.15% 36.79% 29 0 29
2% - 5% 4.30% 16.21% 52 0 52
5% - 99% 19.84% 25.76% 54 0 54
100% 100.00% 23.77% 33 0 33
T . . . .
TOTAL 1.46% 17.36% 3,939 1 3,940
Equities

NIBC uses the simple risk weight approach for gguivestments. Under this approach, the RWA isudated
by multiplying the exposure amount by 370%. Thalt&#AD for equities amounts to EUR 462 million, of
which EUR 461 million attracts a 370% risk weight.

Securitisations

NIBC uses the IRB approach for securitisation expes, both for purchased securitisations as wedthras
retained notes of own securitisations. Under tHe #iRproach, the RWA is calculated by multiplying th
exposure amount by the appropriate risk weight. ridgieweight depends upon the external rating, the
granularity and seniority of the pool and on whethe transaction is a resecuritisation. Alterrelyfor
retained notes of own securitisations, NIBC used®B capital charge had the underlying exposuctbeen
securitised (KIRB approach). This is applicabléhie case where the capital requirement under tRBKI
approach is lower than the capital requirement utigeIRB approach for the securitisation exposiass.
More detailed risk information about NIBC’s secigdtion exposures can be found in 8geuritisations
section.
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Table 10 Risk weights of securitisation EAD, 31 December 201 |

IN EUR MILLIONS
1250% or

Risk weight <10% 10% - 20% 25% - 50% 60% - 100% 150% - 225% 250% - 850% deducted Total
Retained 379 99 114 63 0 37 100 793
Purchased 222 141 109 51 20 70 127 740
TOTAL 601 240 223 114 20 107 227 1,532

Small differences are possible in the table due to rounding

Standardised Approach

For the calculation of RWA under the Standardigggreach, the book value of the on-balance sheawy

exposure is multiplied by a risk weight, dependimgthe exposure type and the external rating. The o

balance sheet (undrawn) exposures are multiplielablty a risk weight and a credit conversion factte risk

weights are prescribed in the CRD (Annex VI, part 1

= All of NIBC'’s sovereign exposures are exposurehaizero risk weight. The vast majority of these
exposures are related to cash placed with DNB la@dutch State Treasury Agency. NIBC has zero
sovereign debt exposure to Greece, ltaly, Irel&paéin and Portugal.

= The risk weight for institutions is mostly eitheéd® (all short-term investment-grade exposures ang-|
term exposures with a rating equal to or highen thA-) or 50% (long-term exposures with a rating
between BBB- and A+). All exposures with a 10% rigkight are related to covered bonds. As a resdult
the negative economic environment in the finanedaivices industry, a rating migration was obseiwed
2011 for financial institutions from the triple-Ad double-A rating categories towards the single-A
category.

= The corporate exposure class carries a risk weigh®0%. It mainly contains non-rateable exposaires
derivatives to corporate counterparties.

= The retail exposure consists of the German Resalévibrtgage portfolio. Part of the exposure, whish
fully secured by residential property, receive$83isk weight and the other part receives a 75% ri
weight.

Overview of Standardised portfolios

Tables 11 and 12 provide a breakdown of EAD and Rvé8pectively, by exposure class, together wigh th
applicable risk weight.
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Table 11 Standardised EAD per risk weight, 31 December 201 |

IN EUR MILLIONS

Exposure Class 0% 10% 20% 35% 50% 75% 100% Total
Sovereign 2,526 0 0 0 0 0 0 2,526
Institutions 5 44 758 0 831 0 0 1,638
Retail 0 0 0 361 0 37 0 398
Corporate 0 0 0 0 0 0 346 346
Equities 0 0 0 0 0 0 1 1
Other 0 0 0 0 53 0 53
T I I S S I " .
TOTAL 2,531 44 758 361 831 90 347 4,962

Table 12 Standardised RWA per risk weight, 31 December 201 |

IN EUR MILLIONS

Exposure Class 0% 10% 20% 35% 50% 75% 100% Total
Institutions 0 4 152 0 416 0 0 572
Corporate 0 0 0 0 0 0 340 340
Retail 0 0 0 126 0 28 0 155
Equities 0 0 0 0 0 1 2
Sovereign 0 0 0 0 0 0
Other 0 0 0 0 0 53 0 53
I I S S N S B S
TOTAL 0 4 152 126 416 83 340 1,121

Credit risk mitigation

Institutions

The exposures to financial institutions are eitieéaited toover-the-counter (OTC) derivative transactions, or
to debt investments (in tradable securities), arash management activities (money-market and repo
transactions). Details about credit risk managerfer®TC derivative transactions can be found m th
Counterparty Credit Risk section. NIBC only enters into repo transactidriiey are secured by highly-rated
bonds. Some debt investments of financial insthgiare secured by collateral (covered bonds) refidrom
state guarantees.

Corporate

An important element in NIBC's credit approval pess is the assessment of collateral. Almost albsures
in the corporate exposure class have some forrllaiteralisation, with the main exception of Inwvasnt
Management loan exposures. Investment Managemems imay contain equity characteristics such as
attached warrants or conversion features; exangblrss exposure include mezzanine loans, conJertdans
and shareholder loans, which are typically unseturstruments.

Collateralised exposures can be secured by modgageeal estate and vessels, by receivables, lease
receivables or pledges on machinery and equiproeily third-party guarantees and other similar exgrents.
An exposure is deemed to be collateralised, fullgartly, if such assets are legally pledged inpsupof the
exposure.
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In general, NIBC requests collateral to proteciritsrests. NIBC ascribes value to the collatdrattepts
provided that the collateral is sufficiently liquithat documentation is effective and that enfaydiiBC'’s
legal rights to the collateral will be successfitie type and quantity of the collateral dependthertype of
transaction, the counterparty and the risks inwahlMéehe most significant types of collateral secgittine
corporate exposure class are tangible assetsasudal estate, vessels, rifjsating, production, storage &
offloading (FPSO) units and equipment.

NIBC initially values collateral based on fair matkalue when structuring a transaction, and evesude
collateral and its value (semi-) annually during lifietime of the exposure. NIBC typically seeksfionation
from independent third-party experts that its ies¢s are legally enforceable. Exposures in thepgtgpand oil
& gas sectors are secured by assets such as skipkiing vessels. The commercial real estatefplio is
primarily collateralised by mortgages on financeoperties. Collateral value is estimated usingitipiarty
appraisers, whenever possible, or valuation tectesidpased on common market practice. Other cogporat
exposures are, to a large extent, collateraliseasBgts such as inventory, debtors, and third-gaegit
protection (e.g. guarantees). The value of thgsestyf collateral can be more difficult to deterejitherefore
such collateral is attributed a nil value.

Graph 1 shows the distribution of corporate EAD ipggrnal LGD rating. Note that the corporate expes of
the graph refer to non-defaulted exposures, gikahthe LGD is a measure of anticipated loss frioen t
facilities of a non-defaulted counterparty. Whesoanterparty defaults, the impairment amount isoaem
meaningful measure of the loss. More informationmpairment amounts can be found in the next sectio

LGD ratings are facility-specific. As describedprevious sections, an LGD rating reflects the tbss$ can be
expected in a downward scenario on a facility, ébanterparty defaults. NIBC's internal LGD scabegists of
7 grades (A-F) and 10 notches, each of which reptssa different degree of recovery prospects assl |
expectations. In graph 1 the letters on the hotaaxis refer to NIBC's LGD grades and notcheserels the
numbers inside the parentheses refer to the loasemage assigned to each LGD ratiNg stands fonot
rateable. NR is assigned to entities to which NIBC'’s comtterrating tools were not applicable at the time of
rating. Exposures in the NR category fall underStendardised approach.

The LGD methodology is based on a combination aflitative and quantitative rating indicators thatlude,
among others, the assessment of the realisablerall value, guarantees, the seniority of the sxy® the
applicable jurisdiction, and the quality of the oterparty’s assets. Once the various LGD drivex Heeen
assessed, the final LGD rating is based upon eydgement. The assessment of the available eddlais the
basis for NIBC's LGD analysis. In determining tlealisable collateral value, which is based upoenmec
appraisals, NIBC applies a number of haircuts enctbilateral’s fair market value. These haircutsraainly
driven by the type of collateral, how liquid it the business cycle of the industry, the cost$diared
collateral sales and other work-out costs.

NIBC’s LGDs are concentrated in those LGD categotii@t correspond to recoveries in the range of 8aéto

90%, which are relatively high for the banking istty. NIBC's weighted average LGD for the corporate
exposure class at 31 December 2011 was 16.9%, uegiio comparison to 2010 (19.7%).
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Graph | Breakdown of corporate EAD (in EUR millions) per LGD rating, 3| December 201 |
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Retail

Dutch residential mortgage portfolio

Credit losses are mitigated in a number of differeays:

= The underlying property is pledged as collateral;

= Under Dutch law, NIBC has full recourse to the borer;

= 17% of the Dutch Own Book portfolio (and 38% of thetch Securitised portfolio) are covered by the
NHG programme; and

= Approximately 53% of the Dutch portfolio has beecwritised.

For the portfolio not covered by the NHG programthe, underlying property is the primary collatefialany
mortgage loan granted, though savings and investdeposits may also serve as additional collateral.

A measurement for potential losses, taking intmaot indexation of house prices and seasoninghieeed
by calculating théoan-to-indexed-market-value (LtIM V). The indexation is made by using the index of the
Dutch Land Registry Office (Kadaster), which isdé®n market observables. For the part of the gaythot
covered by the NHG programme, 10% has an LtIMV @it®0%. For the remainder of the portfolio, the
indexed collateral value is sufficient to cover #wire loan balance outstanding.

The relatively low loss levels, together with tiedatively high seasoning of the portfolio gives dorhabout
the credit risk in the Residential Mortgage portoThis is especially true in an environment where
unemployment levels stay low at current levels.

German residential mortgage portfolio
As is the case in the Netherlands, the underlynogerty is the primary collateral for any mortgdgen

granted. In contrast to the Dutch market, moshefrhortgage loans contain an annuity repaymertirigdo a
lower outstanding balance during the lifetime @& than.

Overview of impaired and past-due exposures

Sovereign and Institutions
In 2011 NIBC did not take any impairments on thesposure classes.
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Corporate

Portfolio managers within the commercial sectord sk management credit officers at CRM and FMCR
departments monitor the quality of corporate coyseteies on a regular basis. On a quarterly basis,
corporate exposures are assessed for impairmerallaexsting impairments are reviewed.

NIBC considers a range of factors that have a hgam the future cash flows that it expects toirecéom
the defaulted exposure, including the businesspeais of the borrower and its industry sector réadisable
value of collateral held, the level of subordinatrelative to other lenders and creditors, andikedy cost and
duration of any recovery process. Judgements ade imathe process, including, among other, the
determination of expected future cash flows ani timing, the market value of collateral, and metrk
discount rates. Furthermore, NIBC's judgements gkanmith time as new information becomes availaties
recovery strategies evolve, resulting in frequentsions to individual impairments, on a case-bgechasis.

NIBC calculates an impairment amount by takingaiarfactors into account, particularly the avaitabl
collateral securing the loan and, if present, thiparate derivative exposure. The amount of lossdasured
as the difference between the asset’s carrying atrand the present value of estimated future dasvsf
(excluding future losses that have not been incrié collateral is present, then the present ealfithe future
cash flows includes the foreclosure value of celiait

Table 8 in the sectioBal culation of Risk Weighted Assets presented a breakdown of the corporate exposure
class in NIBC's internal rating scale. Counterprtivith a default rating (9/10) represent a toraDEOf EUR
987 million, but this does not necessary meandhalhese counterparties carry an impairment amount
Reasons for not always taking an impairment amfarrda defaulted counterparty may be e.g. over-
collateralisation or NIBC’s expectation of futurast-flow generation.

When a default occurs (in line with the Basel Hini¢ion?), then the entire EAD of the borrower is classifis
defaulted. On the contrary, if an impairment amasnéken against a facility, only the EAD of tipairticular
facility is classified as impaired.

Tables 13 and 14 show a breakdown of the impairmemtunts (EUR 130 million) of the corporate expesur
class per region and industry sector as at 31 Dieeef011. The column labelléhpaired EAD Corporate
shows the EAD of those facilities carrying an inmpaént amount (EUR 353 million). The difference beén
the impaired EAD on facility level and the impainmhi@mount can be explained by the presence ofteddlor
NIBC'’s expectation of future cash-flow generatibiote that the EAD amount under the column labelled
Impaired EAD Corporate includes the impairment amount.

2 According to the Basel Il definition, a defatdetermined on borrower level. A default is intiécbby using a 9 or 10 rating in NIBC's
internal rating scale. A default is considereddwénoccurred with respect to a particular oblif@ither of the two following events have
taken place: i) The bank considers that the obliganlikely to pay its credit obligations to thartking group in full, without recourse by
the bank to actions such as realising securitygid). li) The obligor is past due more than 90sday any material credit obligation to the

banking group.
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As in previous years, the impact of the creditisri the corporate exposures was also felt in 28bWever,
the impairment level remained at an acceptabld.l&@mpared to 2010, the total amount of impairraéaken
in the corporate exposure class decreased by EURIE8N. Most new impairments were taken on shigpi
exposures, but other parts of the corporate expestarry either no impairments (e.g. oil & gas agdculture
& food) or very small amounts (e.g. infrastructarel wholesale/retail/leisure). Impairments for cceneral
real estate exposures increased only slightly i126com EUR 35 million in 2010 to EUR 38 million 2011.
IBNR stands foincurred but not reported.

Table 13 Breakdown of impairments on corporate exposure class per region, 31 December 201 |

IN EUR MILLIONS
Total EAD Impaired EAD

Region Corporate Corporate Impairment
The Netherlands 3,652 215 64
United Kingdom 2,109 74 30
Germany 1,854 17 7
Rest of Europe 1,156 33 13
Asia/ Pacific 930 0 0
North America 493 14 13
Other 417 0 0
IBNR 4

I N R
TOTAL 10,512 353 130

Table 14 Breakdown of impairments on corporate exposure class per industry sector, 3|1 December 201 |

INEUR MILLIONS

Total EAD  Impaired EAD
Industry sector Corporate Corporate Impairment
Commercial Real Estate 2,062 165 38
Infrastructure 2,483 7 4
Shipping 1,760 37 22
Financial Services 1,265 34 9
Oil & Gas 918 0
Wholesale/Retail/Leisure 544 9
Manufacturing a77 10 6
Services 529 66 32
Agriculture & Food 148 0 0
T™T 184 26 9
Other 142 0 0
IBNR 4
TOTAL 10,512 353 130

Amounts in arrear are reportedthe TC every two months. Payments might be oveb#wause of various
reasons. However, late payments that are not getued are not automatically assumed to be undiilec

Table 15 presents the corporate EADs with an amiousatrear. The amounts between 1 and 5 days may be
caused by various operational reasons. The vastityapf the EAD of EUR 498 miillion that appears as
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having an amount in arrear for above 90 days istwhlised by granular multi-family residentiahlestate.
In the course of 2012, this exposure was restradtand is no longer in default.

Table I5 EAD with an amount in arrear, corporate exposure class, 3| December 201 |

Amount in
IN EURMILLIONS Corporate EAD arrear
1-5days 45 2.2
6 - 30 days 36 10.7
31 - 60 days 17 0.7
61 - 90 days 96 15
SUBTOTAL LESS THAN 90 DAYS 193 151
Over 90 days 498 108.9
No payment arrear 9,821 0.0
TOTAL 10,512 124.1

Retail

As the residential mortgage portfolios in the Nefgreds and Germany are on accounting classificddon
value through profit or loss, the notion of impaémts is not applicable on NIBC's retail exposuigss| The
last two years showed an increase in losses, dogrtent market circumstances; this trend continne2D11.
Although the number of defaults remained quitelstahe losses arising from these defaults (LG xpeater)
increased. Actual credit losses in the Dutch andv@a portfolios have, nevertheless, been low irpthet
years. The performance of NIBC's securitised mayggportfolio is stronger compared to other DutchB8v
issuers as evidenced by arrears levels and reddissdevels.

NIBC has an in-house arrears management departaetiviely managing arrears, foreclosures and residu
debts of its Dutch Residential Mortgage portfoliable 16 shows an overview of the retail EAD with a
amount in arrear at 31 December 2011. The tabteslows those EADs with technical past-due amounts
These amounts contain those borrowers with an atiowamrear below EUR 250.00. At 31 December 2011,
the amount in arrear was only EUR 3.7 million (0.@the total portfolio EAD).

Table 16 EAD with an amount in arrear, retail exposure class, 3| December 201 |

Amountin
IN EUR MILLIONS Retail EAD arrear
Technical past-due amounts 15 0.0
1-30days 67 0.4
31 - 60 days 24 0.3
61 - 90 days 11 0.2
SUBTOTAL LESS THAN 90 DAYS 116 0.9
Over 90 days 36 2.8
No payment arrear 4,186 0.0
TOTAL 4,338 3.7
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Equities

NIBC determines an impairment on the equity investta available for sale held in NIBC’s Equity
Investments portfolio if there has been a signiftaar prolonged decline in the fair value below thiginal
cost (including previous impairment losses). NIB&siexpert judgement in determining what is ’sigaift’
or ‘prolonged’ by evaluating, among other factevbether the decline is outside the normal rangeotatility
in the asset's price. In addition, impairment mayppropriate when there is evidence of deterimmati the
financial health of the company of which the setiegiNIBC holds, a decline in industry or sector
performance, adverse changes in technology, opaetproblems or insufficient cash flows.

Tables 17 and 18 present an overview of impairmemtsquity exposures per region and industry sector
respectively. The columns labelledpaired EAD Equity after impairment present the remaining EAD after the
impairment has been taken. This remainder EAD ttemefore, be smaller than the impairment amoutme. T
impairment amount of EUR 79 million in Tables 1dd8 relates mainly to NIBC's equity participatidnsa
German financial institution and a fund investmientorth America; these impairments were taken in
previous years.

Table 17 Breakdown of impairments on equity exposure class per region, 31 December 201 |

IN EUR MILLIONS
Total EAD Equity Impaired EAD Equity

Region after impairment after impaiment Impairment
The Netherlands 374 0 18
North America 26 17 41
United Kingdom 17 6 0
Germany 0 0 20
Rest of Europe 43 0 0
Asia / Pacific 0 0 0
Other 1 0 0
TOTAL 460 23 79

Small differences are possible in the table due to rounding

Table 18 Breakdown of impairments on equity exposure class per industry sector, 3|1 December 2011

IN EUR MILLIONS
Total EAD Equity Impaired EAD Equity

Industry Sector after impairment after impairment Impairment
Infrastructure 82 0 0
Wholesale/Retail/Leisure 58 0 0
Financial Services 42 17 60
Services 36 0 10
Commercial Real Estate 35 0 0
T™MT 21 0 0
Manufacturing 18 0 0
Shipping 13 0 1
Agriculture & Food 5 5 0
Other 151 0 8
TOTAL 460 23 79

Small differences are possible in the table due to rounding
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Securitisations

As of 1 July 2008, NIBC reclassified all its setigation exposures from fair value through profitass to
amortised cost, with the exception of synthetia$ equity tranches, as IFRS does not allow suclceoumting
treatment for these products. Synthetics arectifisified at fair value through profit or loss,ilefequity
tranches were reclassified as available for sale ¥&lue through equity). Therefore, impairmemtsthe
securitisation exposures only refer to the periiter 880 June 2008 and only for the portion thaidris
accounting classification at amortised cost. Thedinment amount takes the carrying value as reéererhis
carrying value is the market value as at 30 Juld8 28djusted for ‘pull-to-par’ effects. For equéyposures,
the impairment amount is equal to the differendgvben the carrying value prior to the impairmerd #re
current market value. For the other tranches,tfgairment amount is equal to the difference betvihen
carrying value and the expected cash flows, diseliby the original effective yield, if positive.

Table 19 shows a breakdown of impairments on sesations per collateral type. The column labelled
Impaired EAD Securitisation after impairment presents the remaining EAD after the impairmenthiesen
taken. The total impairment amount for NIBC Holdimgthe Securitisations portfolio as at 31 Decen2@drl
was EUR 106 million; for NIBC Bank it was EUR 39lkain.

Table 19 Breakdown of impairments on securitisation exposure class per collateral type, 3| December 201 |

IN EUR MILLIONS
Total EAD Impaired EAD
Securitisation Securitisation
after impairment after impairment Impairment

ABS 7 0 0
CDO/CLO 162 11 29
CMBS 312 1 10
RVBS 748 0 1
TOTAL WESTERN EUROPEAN SECURITISATIONS 1,230 12 39
NL - RMBS AAA 175 0 0

I
TOTAL SECURITISED TREASURY LIQUIDITY INVESTMENTS 175 0 0
TOTAL SECURITISATION EXPOSURE NIBC BANK 1,405 12 39
US CDO* 41 0 0
US CMBS 1 0 0
US CRE-CDO 60 9 67
US RMBS 26 0 0
TOTAL US SECURITISATIONS NIBC HOLDING 127 9 67
TOTAL SECURITISATIONS NIBC HOLDING 1,532 21 106

1 Concerns EU CDO exposure w ith predominantly US collateral.

Expected loss versus realised losses

NIBC regularly reviews the methodology and assuamgtiused for estimating both the amount and tiroing
future cash flows, to reduce any differences betwess estimateskpected Loss, EL) and actual loss
(Realised Loss, RL) experience. The EL is a statistical measureithased on the calculated PD, LGD and
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EAD, and it represents the average loss that NIB&eets to incur. The RL is the actual loss that Glif&as
experienced at the end of a given year.

The impact of the credit crisis on the corporatpasure class was less pronounced in 2011 compatéé t
period 2008-2010; however, 2011 still remained latile year. While market circumstances seemed more
optimistic in the beginning of the year comparethvid010, the market sentiment changed after thersmof
2011, mainly due to the persistence of the Eur@zi®bt crisis.

The impact of the crisis differed between the vasicorporate segments. In 2011, most new impaisngete
taken on the shipping sector, the first ones sk@f#4. In other parts of the corporate exposuresclas
impairments remained either stable (e.g. commereallestate, infrastructure & renewables) oraiy( oil &
gas, food & agriculture). Write-offs of previoushgpaired exposures were taken for certain exposortee
sectors of financial services, wholesale, retaié&ure and manufacturing. A small write-off alsok place in
the shipping segment.

With respect to retail exposures, an increase fiaults and losses was observed in both 2010 antl @04 to
difficulties within the residential mortgage markatthough the number of defaults remained quigblg, the
losses arising from these defaults (LGD paramétergased. Actual credit losses in the Dutch andraa
Residential Mortgage portfolios have, neverthelbsgn low in the past years. The performance of(N§B
securitised mortgage portfolio is stronger compaoeather Dutch RMBS issuers as evidenced by asrear
levels and realised loss levels.

The relatively low loss levels together with th&atively high seasoning of the portfolio gives wsrdort about
the credit risk in our mortgage portfolio. Thissispecially true in an environment where unemployriearels
stay low at current levels.

Table 20 shows the realised and expected losdgssia points in 2011 and 2010 for NIBC's corpowaid
retail exposure classes. Despite the difficultkats, 2011 ended with lower losses for NIBC (4lidpsints)
compared to 2010 (58 basis points). For the cotpaaposure class, realised losses refer to thairmpnt
movements that took place in each year. For ttzdl etposure class, realised losses refer to theablosses
that were incurred in each year. Expected lossegedated to the non-defaulted portfolios of eagary

Table 20 Expected Loss (EL) versus Realised Loss (RL) in basis points of EAD for corporate and retail exposure
classes

2011 2010
EL RL EL RL
39 41 46 58

Counterparty Credit Risk

NIBC defines counterparty credit risk as the creidk resulting from OTC derivative transactionsiese there
is none or limited initial investment, suchiaterest rate swaps (IRS), credit default swaps (CDS) andforeign
exchange (FX) transactions.
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NIBC is exposed to counterparty credit risk fromigtive transactions both with corporate cliergsagell as
with financial institutions. For both types of caerparties, counterparty credit risk is measuredlarly,
being the sum of the positive replacement valueaattion. The add-on reflects the potential futimange in
the marked-to-market value during the remainingilifie of the derivative contract. All derivativarisactions
are legally covered binternational Svaps and Derivatives Association (ISDA) agreements. Derivative
transactions with corporate clients are concludepaat of the relationship with the client. Capaal credit
limits for corporate clients are allocated on a-obégor basis. The credit risk resulting from ctenparty
credit risk is monitored in combination with othexposures (e.g. loans) to these clients, and im#jerity of
cases the collateral of the loan is also applictbtee derivative exposure.

For nearly all of its financial counterparties, NOBias mitigated the counterparty credit risk byngsiCredit
Support Annex (CSA). Under this annex, the credit exposures afteingestre mitigated by the posting of
(cash) collateral. Limits for financial counterpastcover money-market, repo and derivative expssand are
based upon a combination of external ratings, natieelopments like CDS spreads, and expert judgeme
In line with market practice, IFR&edit value adjustments (CVA) are incorporated into the derivative
valuations to reflect the risk of default of theuoterparty. The CVA is calculated at the countasplevel as
the sum of the present value of the expected RPBsx(LGD x expected exposure profile) estimated tlre
lifetime of all outstanding OTC derivative contract

Table 21 shows the breakdown of EAD, RWA and capétquirement for derivatives at 31 December 2011.

Table 21 Breakdown of EAD, RWA and capital requirement for derivatives, 31 December 201 |

Capital
IN EUR MILLIONS EAD RWA requirement
AIRB APPROACH
- of which corporate 906 538 43
- of w hich securitisations 76 52 4
STANDARDISED APPROACH
- of which corporate 16 16 1
- of w hich institutions 445 200 16
I N
TOTAL DERIVATIVES 1,443 807 65

As discussed above, the EAD for derivatives is thasethe sum of the positive replacement value Kedxto-
market value) and applicable add-on. For corpa@aposures using the AIRB approach, the PD is dérive
from the CCR of the corporate counterparty, and &8 is set equal to the facility weighted-averagzD.
For institutions and corporate exposures for withehStandardised approach is used, the risk weighe
counterparty is used in the calculation of the RWA.
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Table 22 Gross and net fair value exposure from derivative contracts

IN EUR MILLIONS 2011
Gross exposure 3,880
Netting benefits (2,744)
Reduction from collateral (171)
|
Net current exposure 965

NIBC uses credit derivatives both to protect ithDievestments portfolio as well as to create d¢rexposures,
although the latter is significantly reduced ag pathe de-risking policy that NIBC started implenting in
2007. Tables 23 and 24 show the breakdown of alb Contracts:

Table 23 Breakdown of CDS contracts by exposure class (nominal amounts)

IN EUR MILLIONS
CDS contract exposure class Sold protection Bought protection
Sovereign 0 0
Institutions 50 0
Corporate 10 25
Securitisations 28 3
I
TOTAL 88 28

Table 24 Breakdown of CDS contracts by name type (nominal amounts)

IN EUR MILLIONS

CDS contract name type Sold protection Bought protection

Single name 77 0

Multiple name 11 28
I

TOTAL 88 28
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Market Risk

NIBC defines market risk as the current and prospethreat to its earnings and capital as a result
movements in market prices. Market risk, thereforeludes price risk, interest rate risk and FXrisoth
within and outside the Trading portfolio. For fixettome products, market risk also includes crepliead
risk, which is the risk due to movements of undadycredit curves. The predominant market risk eh$for
NIBC are interest rate risk and credit spread iT$le capital requirement for market risk stems ftbm
Trading portfolio, which is based on internal mag@nd the overall FX position of the bank, for ethihe
standardised method is used.

The Trading portfolio of NIBC is the result of caster-driven transactions and limited trading feratvn
account in interest-rate risk products. Interet risk outside the Trading portfolio of NIBC isstected to
centrally managed mismatch positions. For all ob@king activities only residual positions areakd,
given that the basic principle of NIBC is to hedle interest rate risk from assets, liabilities affebalance
sheet instruments. The capital requirement fotriduging activities is small, in line with the lired trading
activity. FX risk arises primarily from principatvestments, customer-driven loans and funding snraich
positions in foreign currencies. The general gugdininciple for market risk management is to heBYerisk
completely, although small residual positions, &an profits in foreign currencies, are allowed.

Market risk RWA and capital requirement for 31 Dmter 2011 and 2010 are given in table 25. The RWA
throughout 2011 remained fairly stable and ranggdiéen EUR 250 million and EUR 300 million.

Table 25 Breakdown of RWA and capital requirement for market risk

31 December 2011 31 December 2010

Capital Capital

IN EUR MILLIONS RWA requirement RWA requirement
- of which trading portfolio VaR 234 19 213 17
- of w hich FX Standardised approach 10 1 31 3
I I . ——

TOTAL MARKET RISK 244 20 244 20

Governance

The objectives of the market risk function are asure, report and control the market risk of NIB&h
inside and outside the Trading portfolio. For thispose, a common framework applies across theewhol
institution. For all books with interest or credfiread risk, limits are defined and positions aomitored daily.
The risk management and control function is indelpanof the trading activities. The market riskigons is
reported to the ALCO once every two weeks. Any estgi for new limits also have to be approved by the
ALCO. Any major breach of market risk limits is @ped to the CRO on a daily basis. The income istate
of the Trading portfolio is also monitored daily.

The risk appetite for interest rate risk is setpamothers, by thealue-at-risk (VaR) limits. For the Trading
portfolio the VaR limit (99% confidence level, oday holding period) was lowered from EUR 3 milli@n

Pillar 3| 35



EUR 2.25 million during 2011. For the Mismatch, ffaifos the VaR limit was lowered from EUR 15 milk
to EUR 11.5 million during 2011.

Measurement methods

NIBC uses multiple risk measures to capture aleaspof market risk. These include intereasi s point value

(BPV), credit BPV, interest VaR and credit VaR. Thesasoees are calculated on a daily basis for themajo

currencies and are reviewed by the Market Risk dieyeant:

= Interest and credit BPV measure the sensitivitthefmarket value for a change of one basis poiaauh
time bucket of the interest rate and credit spresghectively. In 2010, NIBC updated its interesemisk
methodology by introducing multiple forward cunies each re-pricing frequency (overnight, 1 mor&h,
months and 6 months) and differentiating betweewdiod curves and discount curves. In 2011 the éster
rate risk framework was further brought in linelwiharket practice by differentiating in the discboarve
for collateralised and non-collateralised transandi

= The interest VaR, credit spread VaR and total Vadasure the threshold value, which daily marked-to-
market losses with a confidence level of 99% wilt exceed, based upon four years of historical fiata
weekly changes in interest rates (including thecfof basis risk), credit spreads and both simelasly.
For the Trading portfolio, additional VaR scenat@sed upon daily historical market data and ady0-d
holding period are used, both for limit-settingnaedl as for the calculation of the capital requiesth Not
only is the use of daily market data for the Trgdmortfolio a regulatory requirement, but this jpalib
only contains liquid plain vanilla interest rateogucts. For these products, reliable daily marké¢a dre
available. Outside the Trading portfolio, howevess liquid positions are kept, for which reliadkly
market data, especially for credit spreads, arawailable;

= As future market price developments may differ frinose that are contained by the four-year history,
the risk analysis is complemented by a wide seteharios, including scenarios intended as stestisig
and vulnerability identification, both based ontbigal events and on possible future events

Stress testing

In addition to the VaR, NIBC has defined a numHestress tests. These stress tests consist batistofical

events as well as potential extreme market comditiovhich have not (yet) materialised. Market gless

tests are conducted and reported daily, both otfigtioras well as on a consolidated level. Belownso

examples of stress tests are mentioned:

= Historical interest rate spike in 1994, where ldegn interest rates rose by 275 basis points infiand
by 250 basis points in the US;

= Credit crisis of 2008, where credits and basis sigieads rose significantly;

= Hypothetical scenario, where interest rates skiftll90 basis points or + 100 basis points; and

= Hypothetical scenario, where credit spreads rigeifstantly.

Regulatory capital for market risk in the Trading portfolio

In 2008 NIBC received supervisory approval by DMBise the Internal Models Approad(A) for market
risk in the Trading portfolio. Annex VII, part B tiie European directive 2006/48/EC sets the remangs for
systems and controls regarding exposures in thdiffggortfolio. NIBC complies in all material aspeaevith
these requirements. As shown in table 25, the tatpital requirement for market risk at the en@@f 1
equalled EUR 20 million. At the end of 2011, NIB€teived approval for the Stressed VaR model. Under
CRD 3, which became effective at 31 December 20l capital requirement for market risk in the Tingd
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portfolio for banks using internal models is basadhe combination of the VaR and Stressed VaR. The
Stressed VaR uses the same methodology as the IndaRabut based upon a different historical period
Currently, 2008 is used as historical period tedatne the Stressed VaR.

VaR
By nature, trading positions fluctuate during tleary This is illustrated in graph 2, which shows th
development of the VaR for the Trading portfoliceothe years 2010 and 2011.

Throughout 2011, the portfolio consisted solelyntérest rate-driven exposures. Activities compsBert-
term (up to two years) interest position-taking,mep-market and bond futures trading and swap spread
position taking. The interest rate risk betweentpms in swaps and bond futures is also takenaatount in
the VaR. The portfolio is also used for facilit@fiderivative transactions with corporate clients.

Graph 2 Development of VaR in the Trading portfolio during 2010 and 201 |
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Table 26 Key risk statistics, Trading portfolio 201 |

Interest rate

IN EUR THOUSANDS BPV VaR
Max* 202 3,321
Average 2) 1,358
Min* 0 451
YEAR-END 2011 (41) 628

*Min:value closest to zero, M ax: value farthest from zero

Back testing
Back testing for the Trading portfolios is condutie accordance with the guidelines of the Baseh@ittee

on Banking Supervision. For the Trading book, the-day 99% VaR is back tested with the hypothetical
profit or loss (P& L). The hypothetical P&L is calculated based uporeth@-of-day trading position and the
change in market rates from the trading day tontia business day using full revaluation. Graph@nass the
hypothetical P&L and 99% VaR figures for 2011. Theras only one outlier in 2011, which gives comfhett
the model captures the market risk adequately.
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Graph 3 Back test results of the Trading portfolio during 201 |
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Market risk outside the Trading portfolio

Interest rate risk in the Mismatch portfolios

Strategic interest rate risk position is concepftah the Mismatch portfolios. In the second h&l2@11, NIBC
decided to unwind the USD and EUR mismatch positias long-term rates declined considerably. These
portfolios exclusively contain swap positions, withich a view on future interest rate developmésitaken.

Interest rate risk in the Banking book

Apart from the Trading portfolio and the Mismatabrifiolios, interest rate risk is also containedha
following portfolios (henceforth collectively refied to as ‘Banking book’):

= Debt Investments portfolio;

= Residential Mortgage portfolio; and

= Corporate Treasury book, which mainly containsftimling of the bank.

The interest rate risk in these portfolios is digantly below the risk contained in the Mismatairtfolios, as
it is the policy of NIBC to hedge the interest reigk in these portfolios.

NIBC uses an economic value approach to modelasteate risk in the Banking book. Corporate |camd
deposits are modelled based upon the contractymalgieg date, without prepayment. For mortgages, a
dedicated prepayment model is used, where prepaysegends upon the remaining interest period aridhwh
is calibrated regularly using realised historicagayments. On-demand retail savings are modefieém
coupon bonds with approximately equal notional ant®and a maturity ranging from one to nine months.
Cash flows are discounted by applying a swap cplve the appropriate credit spread curve. Only for
transactions, which are part of a CSA agreemeatcash flows discounted on the overnight curve.
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Table 27 shows the interest rate sensitivity franeeonomic perspective for EUR, USD and GBP. Fer th
other currencies, the interest rate risk is mininfilae impact of a larger interest rate movementa{f& shock
of plus or minus 100 basis points) is shown ing&8. As shown, the interest rate risk both insidé outside
the Trading Books is limited, in particular sinbe tbank decided to close the mismatch positions.

Table 27 Interest rate sensitivity, 31 December 201 |

BPV

IN EUR
THOUSANDS Trading Mismatch Banking Total
EUR (36) (6) 60 18
uUsD 4 (27) (28) (51)
GBP 9) 0 9 0
Other 0 0 6 6

I I R S
TOTAL (41) (33) 47 (27)

Table 28 Effect of an interest rate shock on economic value, 31 December 201 |

IN EUR THOUSANDS
Interest rate shock -100bp +100bp
EUR (910) 2,731
UsD 5,414 (4,741)
GBP (68) 36
Other (601) 598
I
TOTAL 3,835 (1,376)

Credit spread risk

Within Treasury, credit spread risk is mainly camttated in the Debt Investments portfolio, whicimtzins
investments in financial institutions and corporamdities and securitised products. NIBC's totaldit spread
sensitivity declined from -0.541 million EUR/bp 3t December 2010 to -0.443 EUR/bp at 31 Decemhkt.20
This decline is mostly related to a reduction ie 8ecuritisations portfolio.

Foreign exchange risk

As stated previously, it is the policy of NIBC tedge its currency risk as much as possible. NIB£S tise
Standardised approach for the calculation of regoyecapital for currency risk. At year-end 2011 tapital
requirement for FX risk was EUR 1 million.
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Operational Risk

Operational risk is the risk of direct or indiréos$s resulting from inadequate or failed processesystems,
from human error or external events including leg!. This is the definition of the Basel Committen
Banking Supervision. NIBC has chosen to includeitajion and strategic business risk as operatigsial
Operational Risk Management (ORM ) is concerned with all operational risks that affdtBC’s reputation,
operational earnings and/or have adverse effectapital value.

The objective of ORM is laid down in the operatibrisk policy and the means and responsibilities fo
managing operational risk are laid down in the apenal risk framework. The framework sets outrtbles
and responsibilities for management supervisionyelsas the tools and methods used within the ank
identifying, measuring, reporting, monitoring, aswhtrolling operational risk. ‘Sound Practices tioe
Management and Supervision of Operational Riskhlished by the Basel Committee on Banking
Supervision, has been used in the developmeneddplerational risk framework to ensure robust dfettve
management and supervision. The framework is basede principle that NIBC’s Managing Board and
Supervisory Board and senior management are agiiveblved in risk management, and that the bankls
management framework is independent, conceptuallgd and implemented with integrity.

Operational risk is managed both at group and idivikevel. The Managing Board provides consistesuog
oversight of significant operational issues, andreges the adoption of best practice across the Bathe
division level and below, managers are responsdrladherence to the operational risk policy anedrapional
risk management framework, which includes oversajfall operational risks specific to the businasg
reporting of operational risk events and losses.

The ORM department monitors and manages operatitakaht group level, develops policy and provides
methodology and tools. The tools utilised by managéve an integrated view of the risk self-assesgm
control identification, action planning, and evant loss registration and support the constantgssoof
evaluating and reducing operational risk, and glagnmitigation measures. The dynamics of NIBC'&ris
profile are managed by the ORM department throngiNlew Product Approval Process that ensures that
NIBC has the operational capability to provide svpoduct or service and ensures the client slityalof its
offerings.

NIBC has sought to build operational risk managermn all its business processes. Operationalisisk
managed on a daily basis and self-assessmentsdioenped semi-annually. The year-end self-assestsmen
form the basis for NIBC's ‘In Control Report’ semti of the Annual Report. ‘In control’ reporting &edo
ensure that the operational risk management péilicyework is integrated into the daily activitiefsadl
employees and that it forms an integral part ofitbernal control system.

The capital requirement under the Standardised égur is the sum of the requirement per individuesifess
line. Within each business line, gross income ésitidicator that serves as a proxy for the scalausiness

operations and as such, the likely scale of opmratirisk exposure within each of these businessli

The capital requirement for each business linalisutated by multiplying the average gross incoringhe past
three years by a factor assigned to that busimessThis factor serves as a proxy for the industige
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relationship between the operational risk loss egpee for a given business line and the aggrdgaes of
gross income for that business line.

The calculation is used to determine the regulatapital requirement for operational risk and ifqened
annually by NIBC's Finance department. Table 29&hthe amount of RWA and the capital requirement fo
operational risk as at year-end 2011 and 2010.

The operational risk calculation includes data fithmthree years preceding the reporting year teroéne the
regulatory capital charge and is restated yeatbr @fie publication of the Annual Report. Operagiamsk at
year-end 2010 included the years 2007, 2008 anél 2066 the operational risk at year-end 2011 wasdas
the years 2008 to 2010. As the operating incong90v was lower by EUR 209 million compared to the
income in 2010, the RWA and capital requirementofgerational risk increased at year-end 2011.

Table 29 Breakdown of RWA and capital requirement for operational risk

2011 2010

Capital Capital

IN EUR MILLIONS RWA requirement RWA requirement
Standardised approach 507 41 313 25
I . . —

TOTAL OPERATIONAL RISK 507 41 313 25
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Liquidity Risk

NIBC defines liquidity risk as the inability of theompany to fund its assets and meet its obligataanthey
become due, at acceptable cost.

One of the cornerstones of NIBC's liquidity riskmagement framework is to maintain a comfortablaitigy
position. The credit and liquidity crisis made lidjtly risk management even more important. NIBC &bt

to maintain a sound liquidity position in the diffiit times of the credit crisis due to the prudamd
conservative liquidity and funding policy in thegpaas well as by diversifying funding sourceslIéwing the
funding diversification of the past years, the mdjmding initiatives undertaken in 2011 were thaler
expansion of the online retail savings programmB@IDirect (including the introduction in Belgium tie

end of 2011) from EUR 4.2 billion to EUR 6.1 billipas well as renewed RMBS and covered bond isssanc
These initiatives ensured that NIBC was well preddor the repayment of maturing government-guasetht
debt in December 2011 and February 2012. In addifNdBC was able to maintain its liquidity buffess

highly liquid assets and collateralised fundingawty throughout 2011.

Stress scenario

This liquidity stress test is based on a marketewigluidity crisis, resulting into no access to \dsale
funding. Based on projections prepared by the lassimnits and reviewed by risk management, anduttient
asset and liability maturity profiles, a liquidigyress test is prepared and presented once evemydeks to the
ALCO, in order to create continuous monitoring feé tiquidity position. The outcome of this 12-month
liquidity stress test was positive at 31 Decemitdi2and at 31 December 2011, implying positiveitidy
buffers for a 12-month period following these dates

In addition to the 12-month liquidity stress an#&ydescribed below, NIBC also conducts liquidityalses
over longer periods once every two weeks. Theslysemassume more or less stable portfolios in duation
with new funding initiatives as the ones mentiorEge outcome of, for example, a three or five yepridity
analysis shows again a positive buffer throughbetgeriod.

Graphs 4 and 5 show the strong liquidity buffethia stress scenario at year-end 2011 and year&r@ighd

focuses on the next 12 months. The available litwids presented in the graphs, consists of:

= A projected pool of cash plus liquidity bufferstaghly liquid assets and collateralised fundingazty,
potential CSA collateral cash outflows, at each thand;

= A reduction to the available pool created by maimtiabilities and other projected outflows (esgnh
new business); and

= Anincrease in the available pool created by maguassets.
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Graph 4 Stress scenario, short-term analysis, 31 December 201 |
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Graph 5 Stress scenario, short-term analysis, 31 December 2010
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Both forecasts of the 12-month liquidity stresd 831 December 2010 and at 31 December 2011 #faw
the outcome of the stress test after 12 monthedgipe in both years.

At the beginning of 2012, a large buffer of casghly liquid assets and collateralised funding cityas
available to cover the expiring state-guaranteadifug in February 2012. Due to funding initiatives
undertaken in 2011, the realised liquidity buffethee end of 2011 was higher than originally fostct the
end of 2010. After the repayment of state-guarahteeding in February 2012, the liquidity buffer 8fBC in
this liquidity stress declines to a still comfortghigh level. Note that this liquidity stress tektes not assume
new funding initiatives. In 2012 initiatives asy Bxample, an increase in retail savings and ceftaims of
(un)secured funding, will contribute to the liquidposition of NIBC.
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Funding

NIBC further diversified its funding base by théietives mentioned earlier. An overview of the Hing
portfolio at 31 December 2011 and 31 December 20%Bown in graphs 6 and 7. In contrast to previous
years, the funding overview is based upon totarze sheet amounts.

Graph 6 Breakdown of total Funding portfolio, 31 December 2011 (EUR 28,257 million) and 31 December 2010
(EUR 27,690 million)
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Securitisation Exposures

Overview and strategy

NIBC as originator

NIBC has been active in the securitisation andcttiring market for over 10 years. The types ofatellal for
these securitisations include residential mortgag@®mercial mortgages, leveraged loans and sesatiiins.
NIBC's Dutch Residential Mortgage Backed Securities (RM BS) programme was established in 1997. NIBC's
residential mortgage programme was later extend#dtiae Sound and Essence issues. In 2003, NIBtzdta
its North WesterlyCollateralised Loan Obligations (CL O) programme. In 2004, NIBC became the collateral
manager of its first U€ollateralised Debt Obligations (CDO) transaction. In 2006, NIBC launched its
introductoryCommercial Mortgage-Backed Securities (CM BS) transaction under its MESDAG programme. In
addition, NIBC has acted as arranger and lead nesraaga number of third-party transactions. Talflg@i®es

an overview of the cumulative nominal amounts aD&tember 2011 of which NIBC was originator:

Table 30 Cumulative nominal amounts of NIBC’s securitisations

IN EUR MILLIONS Total

UNDERLYING ASSET

Residential mortgages 4,217

Commercial mortgages 2,215

CLO 2,985
|

TOTAL 9,417

As at 31 December 2011, there were no synthetinaied securitisations in NIBC’s Securitisatiomstfolio.

Objectives

NIBC's objectives in relation to securitisation iaittes are:

= Transfer of credit risk;

= Obtain funding, reduce funding cost and diversifyding sources;
= Offer its real estate clients access to the capitakets;

= Earn management fees on the assets under management

= Generate fee income by structuring third-partygeations; and

= Earn fees on ancillary roles in securitisations.

Roles and involvement

NIBC has fulfilled the following roles in the sedisation process:

= Arranger (structuring) of both third-party and priepary securitisation transactions;

= Underwriter in securitisation transactions involyiboth third-party and proprietary transactions;

= Collateral manager for a number of managed CDO/@h@sactions;

= Swap counterparty for a number of residential asvdroercial mortgage securitisations;

= Liquidity facility provider for a number of residéal and commercial mortgage securitisations;

= Calculation agent and principal paying for numbleresidential and commercial mortgage securitisestio
= Company administrator for a number of securitisaj@and

= Investor in securitisations.
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Securitisation activity in 201 |
In 2011, NIBC approached the securitisation mavkigt two new issues. Dutch 2011-XVI was issued
under the RMBS programme Dutch MBS, and ESENC20A4tvds issued under the Essence programme.

Names of the External Credit Assessment Institutions used for securitisations

NIBC uses Fitch, Moody's and Standard & Poor’sdterits securitisations. Most of the RMBS secuattens
are rated by Fitch and Moody's. For the other tgpsecuritisations, Standard & Poor’s is also ofithe
rating agencies.

Accounting policy

NIBC consolidates securitisati@pecial Purpose Entities (SPE) in it financial statements when:

= It will obtain the majority of the benefits of tlaetivities of an SPE;

= It retains the majority of the residual ownershigks related to the assets in order to obtain dmeefits
from its activities;

= It has decision-making powers to obtain the majaftthe benefits; and

= The activities of the SPE are being conducted d8 behalf according to NIBC's specific business
needs so that it obtains the benefits from the §bations. Such an evaluation is necessarily stibge

NIBC does not consolidate SPEs that it does natrabn
The Annual Report contains more detailed informmatia the accounting policies used by NIBC.

NIBC as investor

Next to its role as originator of securitised prod NIBC has also been active as an investordorgiesed
products. In 2007, NIBC's perspective on the seéisation market changed and a policy of activeiding

was implemented for both the Western European arthMmerican portfolio. As part of this policy,eh
complete North American RMBS portfolio was closed ¢he remaining North American portfolio (congisti

of CMBS and CRE-CDO) was transferred from NIBC BamiNIBC Holding. The Western European portfolio
was also significantly reduced in size but remaiwétin NIBC Bank.

At the end of 2009, NIBC set up a Liquidity Invesims portfolio. This portfolio was set up to invpatt of
NIBC'’s excess liquidity in the securitisation markevestments are limited to AAA-rated RMBS tractsans
backed by Dutch collateral, and are eligible tgpkezlged as collateral with tHeiropean Central Bank (ECB).

Apart from this restrictive mandate, each investniepre-approved by both the Market Risk and Faieln
Markets Credit Risk departments.
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Securitisation exposures at NIBC Bank

Under this heading, several overviews regarding#uiritisation exposures (retained and purchased)BC
Bank are presented, detailing underlying collatga¢, credit quality and vintage. The numbershis section
are different from those in the risk notes of thenAal Report, because the IFRS rules for consatigat
securitisation exposures differ from Pillar 3 clisations under the securitisation framework, esgiéy for
derivative exposures. Table 31 provides an overdgENIBC Bank’'s exposures in securitisations at 31
December 2011.

Table 31 EAD of Securitisations portfolio at NIBC Bank, 31 December 201 |

IN EUR MILLIONS Investor Originator Total
ABS 7 0 7
CDO/CLO 129 33 162
CMBS 126 186 312
RMBS 188 560 748
I N
TOTAL WESTERN EUROPEAN SECURITISATIONS 450 779 1,229
NL - RMBS AAA 175 0 175
I N
TOTAL SECURITISED TREASURY LIQUIDITY INVESTMENTS 175 0 175

TOTAL SECURITISATION EXPOSURE NIBC BANK 625 779 1,404

Credit quality of Securitisations portfolio

The credit quality is based on an internal comeos$dllowing Basel Il guidelines, including extelmatings
from Standard & Poor’s, Moody's and Fitch. The mated portion of the portfolio relates to first$os
positions in both NIBC’s own securitisations as lvesl third-party securitisations, which have beemkad
down to between 1% and 10% of their nominal valu@laDecember 2011.

Table 32 Rating distribution of Securitisations portfolio (investor), 3| December 201 |

IN EUR MILLIONS AAA AA A BBB BB Below BB Total
ABS 0 1 4 0 0 3 7
CDO/CLO 2 17 49 29 9 23 129
CMBS 25 24 23 14 28 12 126
RMBS 18 47 38 30 7 50 188
TOTAL WESTERN EUROPEAN SECURITISATIONS 45 88 113 73 44 88 450
NL - RMBS AAA 175 0 0 0 0 0 175
TOTAL SECURITISED TREASURY LIQUIDITY INVESTMENTS 175 0 0 0 0 0 175
TOTAL SECURITISATION EXPOSURE NIBC BANK (INVESTOR) 219 88 113 73 44 88 625
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Table 33 Rating distribution of retained positions in the Securitisations portfolio (originator), 3|1 December 201 |

IN EUR MILLIONS Derivatives AAA AA A BBB BB Below BB Total
ABS 0 0 0 0 0 0 0 0
CDO/CLO 1 0 7 11 0 2 12 33
CMBS 21 3 7 79 2 0 73 186
RMBS 53 262 131 40 22 34 17 560
TOTAL SECURITISATION EXPOSURE (ORIGINATOR) 76 266 146 130 24 36 102 779

Securitisation exposures at NIBC Holding

In 2007, the US Securitisations portfolio was doton NIBC Bank to NIBC Holding. This section givedse

characteristics of this portfolio. Tables 34 prasehe rating distribution of the US Securitisatiqrortfolio in
NIBC Holding at 31 December 2011.

Table 34 Rating distribution of US Securitisations portfolio (investor), 31 December 201 |

IN EUR MILLIONS AAA AA

A BBB BB Below BB Total

Us CDO 3 6 4 6 15 7 41

US CMBS 0 0 0 0 0 1 1

US CRE-CDO 0 2 1 19 8 30 60

US RMBS 1 8 3 3 4 7 26
I N S

TOTAL US SECURITISATIONS NIBC HOLDING 4 16 8 28 27 45 128
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Internal Capital
Adequacy Assessment
Process

Thelnternal Capital Adeguacy Assessment Process (I CAAP) of each institution refers to the process in which
risks and related capital are internally measus#dcated and managed, and by which the adequacypital
available is assessed.

The internal capital requirements of NIBC under fBAAP are based upon an internal Economic Capital
framework. In addition to this, NIBC has set upesttensive framework of historical and theoreti¢edss
scenarios that analyse the impact of severe shindke credit risk and market risk environment. Dugcomes
of these stress scenarios are compared to theblatEconomic Capital as well as the calculatechBooc
Capital usage.

Economic capital

Economic Capital (EC) is the amount of capital that NIBC allocates &mtier against potential losses from
business activities, based upon its internal assassof risks. It differs from Basel Il regulatargpital, as
NIBC sometimes assesses the specific risk chaistitsrof its business activities in a differentythan the
general regulatory method. Relating the risk-bds€df each business to its profit result&isk-Adjusted
Return On Capital or RAROC, a risk-weighted measure of return. EG RAROC are key tools used in
support of the capital allocation process accortlinghich shareholders’ equity is allocated ascedfitly

as possible based on expectations of both risketndn. The usage of EC is reported once everyweseks to
the ALCO. The ALCO adjusts the maximum allocatiewdl of EC to and within each business, taking into
account business expectations and the desiregnigke. EC allocation is based on a one-year higkizon,
using a 99.95% confidence level. This confideneelleneans that there is a probability of 0.05% thsses in
a period of one year will be larger than the altedEC.
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EC methodology

NIBC uses the business model of each activity abésis for determining the EC approach. If thertass
model of an activity is trading, distribution, avestment for a limited period of time, a markskrapproach is
used based upon historical simulation, increaséid add-ons for, among other, specific risk and pyepent
risk. A business model equal to ‘buy-to-hold’ ovéstment to maturity means that a credit risk apginds
applied based upon estimations of PD and LGD. Huaitg investments, a separate EC framework is Us€d.
for operational risk and country risk is also cédted, as are bank wide EC charges for busindss ris
reputational risk, model risk and property risle tatter refers to NIBC's fixed assets. NIBC usémak-wide
EC framework and fully attributes these chargesusiness portfolios.

The EC approach differs from the regulatory cagtgdroach, in which only the trading books aregresi a
market risk approach. Activities that have a bussrodel of distribution or investment for a linditgeriod of
time are, in some cases, assigned a credit ristoapp in the regulatory capital framework due tedal
regulations or regulatory industry practice. Fasth business model categories, NIBC applies a tnaske
approach in the EC framework similar to the tradisgvities, as for all of these activities the ketrprice
becomes relevant at a certain point in time. Rl EC are therefore monitored accordingly.

The main differences between the EC and regulaapjtal framework exist for the Residential Mortgag
portfolio, the Securitisations portfolio and NIBQiquidity portfolio. EC is determined by a markesk
approach for these activities because of theimmssi model, while a credit risk approach is used fo
calculation of Regulatory Capital. As EC methodglogay differ significantly among financial institabs, it
is more appropriate to compare the regulatory abptios for the purpose of industry comparisomafket
risk and credit risk exposures.

EC usage

EC is allocated to all business activities in thenf of limits set by the ALCO. The amount of EC gsaf

each business is then calculated based on thefritkactivities.

= For the Corporate Loan portfolio, EC usage is dated using a credit risk approach based upon #s=B
Il regulatory capital formula and an add-on for centration risk. These portfolios represent thgdat
part of NIBC Economic Capital.

= For the Debt Investments and Trading portfoliosl #e Residential Mortgage portfolio, a market risk
approach is used to determine EC usage. Histalatal are used to simulate scenarios from whichsEC i
calculated.

= For the Investment Management Loan portfolio, E&gesis calculated by applying a credit risk apphoac
based upon the Basel Il regulatory capital formated

= For the Equity Investment portfolio, fixed percegea are used.

= Other risk types have a fixed EC charge.

Diversification

NIBC recognises diversification within market ria& well as diversification between different riggeds. The
diversification benefit in EC for market risk redts that portfolios may offset each other, reducisk. EC is,
therefore, calculated at top level and attributethe underlying portfolios. The difference betwéeis
allocated EC and the standalone EC for a portfslieferred to as diversification.

NIBC has been calculating diversification effecttvibeen all the different risk types since Janu&3@ In

September 2011, NIBC implemented a new framewogtlazate these diversification benefits to busines
portfolios.
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Table 35 shows the EC per risk type and the chacgepared to 2010.

Table 35 EC usage per risk type

IN EUR MILLIONS 31 December 2011 31 December 2010 Difference
Market Risk 634 580 9%
Credit Risk 597 695 -14%
Investment Risk 182 157 16%
Operational Risk 43 60 -28%
Other Risk/Bankw ide EC Charges 225 279 -19%
Total Undiversified 1,681 1,771 -5%
Diversification effects betw een risk types (404) (486) -17%
TOTAL DIVERSIFIED ECONOMIC CAPITAL 1,277 1,285 -1%

Notable Changes

= NIBC closed its interest positions over the cowk2011. These positions diversified well with NIBC
other market risk assets; closing them led to arease in EC for market risk

= Divestments in the Securitisations portfolio redliogarket risk EC, partially mitigating the effedt o
closing the interest positions.

= Credit risk decreased mainly due to a smaller Gated_oan portfolio compared to 31 December 2010.
Additionally, the improved average CCR and avela@® of the portfolio resulted in lower RWA
consumption and, therefore, a lower EC usage.

= Investment risk (representing the Equity Investragrartfolio) increased due to value increases @f th
portfolio, as well as additional undrawn commitngent

= EC for operational risk is consistent with the R€thodology for operational risk; the change absewveat
material in absolute terms. For 2010, the EC farafional risk was calculated on a stand alonesbasi
without including diversification effects. At thaa of 2011, the operational risk EC is attributedrte
individual portfolios including the diversificatiogffects. This explains why EC for operational risk
decreased in 2011, whereas the RC for operatiskahis shown in table 29 increased.

= Bank-wide charges for business risk, reputatioisil and model risk are identical to end of 2010.

Stress scenarios

The event risk framework is part of the Pillar @rfrework for Basel Il within NIBC. On a quarterlydis
results of the event risk analysis are presenteldet®MC and to the Risk Policy Committee, proviggenior
management and the Supervisory Board members mitlniation that can be taken into account in deosi
regarding risk appetite. The event risk report aers the impact of various historical and hypdttatstress
scenarios on the P&L, equity and capital ratioBIEBC. Examples of historical scenarios are the Asisis,
the 9/11 events and the Internet Bubble. Examléymothetical scenarios are a credit crisis, $&igh
scenarios and large interest rate shifts. Furthesn@ostress scenario mandated by DNB is presehied.
impact of all stress scenarios is benchmarked agtie Economic Capital Usage of the bank.

Pillar 3| 51



Capital Base
Components

The capital base, also referred to as regulatgpitadais calculated in accordance with the Duigidlation
and the EU Capital Requirements Directive. Thelalbé regulatory capital is based on capital coated by
subsidiaries covered by prudential consolidatiaroaats, which should be available, without restits or
time constraints, to cover risks and absorb paehasses. All amounts are included net of tax gesr

The available regulatory own funds at NIBC are siféesd under two main categories, being Tier-1 tgind
Tier-2 capital. The two main components in the taguy own funds are core equity and subordinatsut.d
Profit of the year is included in the Tier-1 capaéer deductions for proposed dividend. The layis and
conditions of each of these categories are sumethhislow.

The capital ratio is calculated by dividing the ukegory capital with risk weighted assets.
Tier-l capital

Tier-1 capital is composed of eligible capitalgédle reserve, innovative hybrid Tier-1 capital avah-
innovative hybrid Tier-1 capital after deductionetigible items.

Eligible capital
Eligible capital consists of share capital, shaepum and repurchased own shares (treasury shares
deducted).

Eligible reserve

Eligible reserve consists primarily of retainedréags, minority interest and net profit from currgear.
Retained earnings are earnings from previous y®érmrity interest reflects the equity of minority
shareholders in a subsidiary. Net profit is incldidéter verification by the external auditor.

Innovative Tier-1 hybrid capital

Innovative Tier-1 hybrid instruments are deeply®@dinated debt instruments, senior only to Shacsrs!
Equity. They have an indeterminate duration, bep-sip calls that could give an incentive exereise have a
relatively high capacity for loss absorption. Thestruments must meet strict rules predefined by8D

Non-innovative Tier-I hybrid capital

Non-innovative Tier-1 hybrid instruments are deeplpordinated debt instruments, senior only to
Shareholders’ Equity. They have an indeterminatatthn and a relatively high capacity for loss apson.
These instruments must meet strict rules predefiryeldNB.
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Deduction from Tier-I capital
Intangible assets
The deducted intangible assets contain goodwill.

Securitisation exposures

NIBC has purchased subordinated bonds issued Igugasecuritisation entities. According to the CRl
Dutch legislation, the subordinated bonds are deduitom regulatory own funds. 50% should be desflict
from Tier-1 capital and 50% should be deducted fiiden-2 capital.

AIRB provision excess of expected loss

An adjustment is made for the difference betweerakdl provisions for the related exposures in tigelegory
own funds. The negative difference (when EL amasitgrger than the provision amount) is includethie
regulatory own funds as shortfall. According to thkes in the CRD and Dutch legislation, the stadirtf
amount shall be deducted from the regulatory ovma$éu The deduction of 50% is from Tier-1 capitad #me
remaining 50% from Tier-2 capital.

Tier-2 capital

The Tier-2 capital is composed of subordinated dedituments, revaluation reserve after deductfogligible
items. Tier-2 capital includes two types of suboatied debt instruments; perpetual and dated insmtsnThe
total Tier-2 capital may not exceed 50% of the amtati Tier-1 capital and dated Tier-2 capital may n
exceed 50% of Tier-1 capital. The limits are s&trafleductions.

The amount possible to include in the Tier-2 capékated to dated loan capital is reduced if #m@aining
maturity is less than five years. The outstandimgant in the specific issue is deducted by 20%e&mh year
beyond five years.

Revaluation reserve
Revaluation reserve contains unrealised gains &quity holdings classified as available for sald an
revaluation of property.

Deductions from Tier-2 capital

Securitisation exposures

NIBC has purchased subordinated bonds issued lgugasecuritisation entities. According to the CRfml
Dutch legislation, the subordinated bonds are dedutom regulatory own funds. 50% should be destiict
from Tier-1 capital and 50% should be deducted fiiden-2 capital.

AIRB provision excess of expected loss

An adjustment is made for the difference betweerakd provision for the related exposures in theleggry
own funds. The negative difference (when EL amasitdrger than the provision amount) is includethie
regulatory own funds as shortfall. According to thkes in the CRD and Dutch legislation, the stadirtf
amount shall be deducted from the regulatory ovwmd$u The deduction of 50% is from Tier-1 capitad dme
remaining 50% from Tier-2 capital. A summary ohitg included in the regulatory capital is as follows
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Table 36 Regulatory Capital components NIBC Holding N.V., 31 December 201 |

IN EUR MILLIONS 2011 2010
TIER-1
Called-up share capital 1,408 1,408
Share premium 535 535
Deduction of own shares (treasury shares) 3) (3)
Higible reserves (305) (338)
Net profit 34 33
non-controlling interestss 1 19
Deduction of goodw ill (121) (121)
Deduction of certain securitisation exposures not included in risk-w eighted assets (70) (73)
Deduction excess of expected losses over impairment allow ances (25) (31)
CORETIER-1 CAPITAL! 1454 1,429
Innovative hybrid Tier-1 capital a7 75
Non-innovative hybrid Tier-1 capital 233 227
TOTAL TIER-1 CAPITAL 1,734 1,731
TIER-2
Reserves arising from revaluation of property and unrealised gains on available for sale 22 31
equities
Qualifying subordinated liabilities

Undated loan capital 36 35

Dated loan capital 158 185
Deduction of certain securitisation exposures not included in risk-w eighted assets (70) (73)
Deduction excess of expected losses over impairment allow ances (25) (31)
TOTAL TIER-2 CAPITAL 121 147

1,855 1,878

1 Adjusted to European Banking Authority (EAB) definition. This definition of capital comprises the highest quality capital instruments.

Changes in Core Tier-1 and Tier-1 capital

The core Tier-1 capital has increased by EUR 28anil The main contribution is the net profit oktlgear
(including proposed dividend) of EUR 34 million.eFil capital has increased by EUR 3 million. Thémrma
difference between the increase of Core Tier-150m#lion compared to the increase of the totar-Tief 3

million is the buyback of innovative hybrid Tierehpital.

Changes in Tier-2 capital

The Tier-2 capital has decreased by EUR 26 millidre main reason is the buy-back of dated loantaapi
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Capital Adequacy

The capital adequacy of NIBC is managed at NIBCdihg level.

The principal ratios for reviewing the capital adaqy of NIBC are the Tier-1 ratio and the BIS rafibese
ratios, which were implemented by tBank for International Settlements (BIS), are intended to promote
comparability between financial institutions. Theg based on the Basel Il Accord.

NIBC monitors the developments in its ratios on@nthly basis, including comparison between the etqze
ratios and the actual ratios. These ratios indicapétal adequacy to mitigate on-balance credisrisicluding
off-balance sheet commitments, market risks, ofmeralk risks and other risk positions expressedsks r
weighted items in order to reflect their relativgkr During the year ended at 31 December 2011 (NIB
complied amply with the capital requirements imgbbg the Dutch Central Bank, which require a minimu
Tier-1 ratio of 4% and a minimum BIS ratio of 8%.

Capital ratios of NIBC Holding

The Tier-1 ratio is defined as Tier-1 capital daddbyRisk Weighted Assets (RWA).
The BIS ratio is defined as Total Capital (whiclthie sum of Tier-1 capital and Tier-2 capital) dedl by
RWA.

NIBC Holding’s Tier-1 capital ratio stood at 15.28%end-2011. This is a healthy position that atsplies that
NIBC Holding can fulfil the tightened Basel 11l rejements that will be introduced in the comingrgea

Tables 37 show the capital ratios of NIBC Holding.

Table 37 NIBC Holding N.V. capital ratios, Basel Il

in % 2011 2010
CAPITAL RATIOS

Core Tier-1 ratio 12.8 12.4
Tier-1 ratio 15.2 14.0
BIS ratio 16.3 15.2

Capital ratios of NIBC Bank

The same definitions for capital ratios apply aggiabove.

NIBC Bank’s Tier-1 capital ratio stood at 16.2%eatd-2011. This is a healthy position that also iegpthat
NIBC Bank can fulfil the tightened Basel Il reqeiments that will be introduced in the coming years.

Tables 38 show the capital ratios of NIBC Bank.
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Table 38 NIBC Bank N.V. capital ratios, Basel Il

in % 2011 2010
CAPITAL RATIOS

Core Tier-1 ratio 13.8 12.9
Tier-1 ratio 16.2 14.5
BIS ratio 17.5 15.8

Table 39 shows the capital requirements and RWA&C Holding.

Table 39 Breakdown of EAD, capital requirements and RWA of NIBC Holding N.V.

2011 2010
Capital Capital
IN EUR MILLIONS EAD RWA requirement EAD RWA requirement
CREDIT RISK 21,061 10,628 850 21,653 11,801 943
AIRB APPROACH
- of which corporates 10,166 6,017 481 9,434 6,340 507
- of which retail 3,940 536 43 5,066 789 63
- of which securitisations 1,532 1,250 100 1,461 1,055 84
- of which equities 461 1,704 137 540 2,000 160
STANDARDISED APPROACH
- of which sovereigns 2,526 0 0 1,644 2 0
- of which institutions 1,638 572 46 2,309 703 56
- of which retail 398 155 12 507 222 18
- of which corporates 346 340 27 626 625 50
- of which equities 1 1 0 4 3 0
- of which other 53 53 4 62 62 5
MARKET RISK 244 20 244 20
- of which trading book VaR 234 19 213 17
- of which FX Standardised approach 10 1 31 3
OPERATIONAL RISK 507 41 313 25
Standardised approach 507 41 313 25

TOTAL

21,061

11,379

911

21,653

12,358

988
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Remuneration Policy

The Supervisory Board reviewed NIBC’s remunerapolicy in 2011 and early 2012 and amended it. The
review took into account all relevant regulationsl guidelines: the Dutch Corporate Governance Cibee,
Dutch Banking Code, the Dutch Central Bank Prirespdn Controlled Remuneration Policies and the
Committee of European Banking Supervisors Guidslime Remuneration Policies and Practices.

The Remuneration and Nominating Committee and thge&isory Board believe that the remunerationgyoli
is compliant with the latest regulations and isgemt and sustainable. The Supervisory Board coesita
believe in prudent management of remunerationdérdgnises that NIBC operates in a competitive
marketplace where it needs to be able to attraativate and retain sufficient talent. NIBC is detémed to
make a positive contribution towards creating thesl playing field that regulators envisage witbamel to
variable compensation.

The 2011 Annual Report contains a detailed overndéNIBC’s remuneration policy.
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Appendix |
Scope of Application

NIBC financial consolidation scope is based on IFRBich is determined in accordance with IAS 27
Consolidated and Separate Financial Statements28N8vestments in Associates, IAS 31, Intereskoimt
Ventures, and SIC 12 Consolidation Special Purfoggies.

Subsidiaries are all entities (including Speciatgdse Entities (SPE)) over which the group hapthweer,
directly or indirectly, to govern the financial anderating policies, generally accompanying a di@ding of
more than one half of the voting rights. The exisgeand effect of potential voting rights that presently
exercisable or presently convertible are considereeh assessing whether the group controls anettigy.
The financial statements of subsidiaries are iredlich the consolidated financial statements froendhte that
control commences until the date that control cease

NIBC applies a policy of treating transactions witinority interests as transactions with partieeal to the
Group. Minority interests in the net assets artdegults of consolidated subsidiaries are showarsgely on
the balance sheet and income statement.

A joint venture exists where NIBC has a contractuaingement with one or more parties to undertake
activities typically, though not necessarily, thgbientities that are subject to joint control. Bwup’s
interests in jointly controlled entities are accmdhfor by proportionate consolidation. NIBC corrésrits
share of the joint venture’s individual income axgbenses, assets and liabilities and cash floveslime-by-
line basis with similar items in NIBC'’s financiabsements.

Associates are those entities over which NIBC Igrsficant influence, but not control, generally
accompanying a shareholding of between 20% and&Qe voting rights. Except as otherwise described
below, investments in associates are accounteoyftite equity method of accounting and are initiall
recognised at cost. The Group’s investment in agsecincludes goodwill (net of any accumulated
impairment loss) identified on acquisition.

With effect from 1 January 2007, all newly acquinedestments in associates held by the venturdalapi
organisation (as that term is used in IAS 28) witRiBC are designated upon initial recognitioniaaricial
assets at fair value through profit or loss. Treessets are initially recognised at fair value, smolsequent
changes in fair value are recognised in the incsta@ment in the period of the change in fair value
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Tables 1-5 present the entities that form parhefdapital base of NIBC Holding N.V.

Table | Group principal undertakings included in the capital base

Subsidiaries of NIBC Holding N.V. Voting power Domicile Consolidation method
NIBC Bank N.V. 100%  The Netherlands Purchase method
NIBC Venture Capital N.V. 100%  The Netherlands Purchase method
NIBC Credit Management Inc. 100% The United States Purchase method
NIBC Investment Management N.V. 100%  The Netherlands Purchase method
NIBC Investments N.V. 100%  The Netherlands Purchase method

Table 2 Principal undertakings of NIBC Bank N.V. included in the capital base

Subsidiaries of NIBC Bank N.V. Voting power Domicile Consolidation method
NIBC Bank Ltd 100% Singapore Purchase method
BV NIBC Mortgage Backed Assets 100%  The Netherlands Purchase method
Parnib Holding N.V. 100%  The Netherlands Purchase method
Counting House B.V. 100%  The Netherlands Purchase method
NIBC Principal Investments B.V. 100%  The Netherlands Purchase method

Table 3 Principal investments of NIBC N.V. in associates included in the capital base

Associates of NIBC Bank N.V. Voting power Domicile Consolidation method
PE Express I B.V., Breskens 37.5% The Netherlands Equity method
PE Express IIB.V., Breskens 37.5% The Netherlands Equity method
PE Express Il B.V., Breskens 35%  The Netherlands Equity method
PE Express IV B.V., Breskens 35%  The Netherlands Equity method

Table 4 Prudential filter: subsidiaries treated as associates included in the capital base

Subsidiaries of NIBC Bank N.V. Voting power Domicile Consolidation method
Olympia Nederland Holding B.V. 100.0% The Netherlands Equity method
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Appendix 2
List of Abbreviations

ACC
ABS
AIRB
ALCO
ALM/MR
BIS
BPV
CCF
CCR
CDO
CDS
CFO
CLO
CMBS
CRD
CRDR
CRM
CRO
CSA
CVA
DA
DNB
EAD
EBA
EC
ECB
ECC
EL
FAR
FMCR
FX
FPSO
IC
ICAAP
ILAAP
IFRS
IMA
IRS
ISDA

Audit and Compliance Committee
Asset-Backed Securities
Advanced Internal Ratings’ Based (approach)
Asset & Liability Committee
Asset & Liability Management and Market Risk depeent
Bank for International Settlements
Basis-point Value
Credit Conversion Factor
Counterparty Credit Rating
Collateralised Debt Obligations
Credit Default Swap

Chief Financial Ofic
Collateralised Loan Obligations
Collateralised Mortgage-Backed Securities
Capital Requirements Directive

Conditional Restrictedgdsitary Receipts
Credit Risk Management department
Chief Risk Officer
Credit Support Annex
Credit Value Adjustments
Distressed Assets department
Dutch Central Bank
Exposure at Default

European Banking Aarity
Economic Capital
European Central Bank
Engagement and Compliance Committee
Expected Loss
Food & Agriculture and Retail
Financial Markets Credit Risk department
Foreign Exchange
Floating, Production, Storage and Offloading
Investment Committee
Internal Capital Adequacy Assessment Process
Internal Liquidity Adequacy Assessment Process
International Financial Reporting Standards
Internal Model Approach
Interest Rate Swaps
International Swaps and Derivatives Association
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LGD
LTI
LTiMV
NHG Guarantee
ORM
oTC

P& L

PD

PSU
PECDC
RAROC
RC

RL
RMBS
RMC
RNC
RP&R
RWA
SPE
SREP

TC
TMS
VaR
WFT

Loss Given Default

Long Term Incentive compensation
Loan-to-Indexed Market Value

Dutch government guarantee

Operational Risk Management department
Over-the-Counter derivatives

Profit & Loss account

Probability of Default

Phantom Share Units

Pan-European Credit Data Consortium
Risk-Adjusted Return on Capital

Pillar-1 Regulatory Capital

Realised Loss

Residential Mortgage-Backed Securities
Risk Management Committee
Remuneration and Nominating Committee
Risk Policy and Reporting department
Risk Weighted Assets

Special Purpose Entity

Supervisory Review and Evaluation Process

Short Term Inceetisompensation
Transaction Committee
Technology & Media and Services
Value-at-Risk

Wet op het Financi€ekzicht
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www.nibc.com

Pillar 3| 62



