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1. Introduction

Within the framework of the Basel Il agreement (applicable to Belgian credit institutions as a
result of circular PPB-2007-1-CBP, issue XIV, published by the Belgian supervisor: the
CBFA) every financial institution subject to the equity regulations must make public certain
information about their risk and equity position.

In the following document the required information about the consolidated financial position
of Argenta Spaarbank nv, registered office 49-53 Belgiélei, 2018 Antwerp (hereafter the
Company) are published. The document will be published in full each year on the Argenta
Group website (www.argenta.be).

The Company is part of the bancassurance Group Argenta (hereafter Argenta Group), and is a
almost 100% subsidiary of the Argenta Bank- en Verzekeringsgroep PLC, registered office
49-53 Belgiélei, 2018 Antwerp (hereafter BVg).

The explanations in this document are related to the Company and its subsidiary companies
(hereafter the Bank Pool). The consolidation entity is defined according to "International
Financial Reporting Standards (IFRS)".

Table 1: IFRS and Basel Il consolidation

Entities Stake held 31/12/2008 31/12/2009
Argenta Spaarbank (Aspa) consolidating entity consolidating entity
Argentabank Luxembourg (ABL) 99.71% full consolidation full consolidation
CBHK nv (credit provider) 99.95% full consolidation full consolidation
Green Apple (SPV) 0% full consolidation full consolidation

Although there is no capital link with the Company, the board of directors has (on the basis of
IFRS rule SIC-12 Consolidation — special purpose entities) judged that Green Apple as an
SPV has to be consolidated. Because of this the mortgage loans transferred via this entity
remain on the Bank Pool balance sheet (further information concerning this SPV Green Apple
can be found in chapter 11. Securitisation disclosures).

The Company has no subsidiary companies which were not incorporated into the consolidated
entity.

There are, outside the legal obstructions, no other existing or expected material, practical or
legal obstructions which stands in the way of a transfer of equity or repayment of obligations
between the Company and its subsidiary companies.
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2. Risk management

Advanced and complete risk management is an essential prerequisite for achieving sustainable
profitable growth. The Argenta Group appreciates this and considers risk management as one
of its core competencies.

The framework for risk management is therefore that there must be continuous modernisation
and adjustment of risk management based on day-to-day experience. Demonstrating that
proper risk management procedures are in place is a key criterion for gaining and retaining the
confidence of all the stakeholders: clients, investors, supervisory bodies, and credit rating
agencies.

The strategy and policy of the entire Argenta Group and its component entities, including the
internal governance structure of the subsidiary financial institutions, are determined by the
bodies (executive committee and board of directors, in accordance with the division of tasks
and responsibilities as specified in the Articles of Association) of BVg. The main subsidiaries
— in particular the Company (Aspa) and Argenta Assurantieglnsurance - Aras) — are
responsible for the operational management within the guidelines specified by BVg.

The demarcation of the types of risks and the levels of acceptable risks are determined at BVg
level and are reflected in the relevant policy lines. The Company and Aras as well as their
subsidiaries and branches translate these limits and standards into more detail for their
operational management.

| BVg risk classification |

I Financial rizk I I Cradit risk I I Opaorating risk I I Insurance risk I

The independent risk management control functions Internal Audit, Compliance-Inspection
and Risk are managed at Argenta Group level and also organised there. This means that the
members of staff in these services have an employment contract with BVg and — under labour
law — fall under the management, authority and oversight of the Executive Committee of
BVg.

The organisation of these functions at group level means that the management of each entity
is fully responsible for organising and carrying out the (first-line) controls within their entity.

Given the importance of these control functions, a co-ordinating risk-committee was set up,
called the group risk committee (hereafter GRC). Alongside this a separate committee was set
up for each type of risk, i.e. the Asset & liability committee (hereafter Alco), the credit risk
committee (hereafter Kreco), the Aras risk committee (hereafter ARC) and the operational
risk committee (hereafter Orco).
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Each month the monthly group risk committee brings together those responsible for risk
management in BVg, the Company and Aras in order to provide better co-ordination,
oversight, follow-up, awareness, control and policy decisions on the different areas of risk
across the Argenta Group as a whole.

The policy and organisational structure of the Company concerning risk management are
designed such that these risks are always properly identified, analysed, measured, followed up
and managed.

The risk management for the Company distinguishes between the following categories of
risks: financial risk (market risk, and liquidity risk), credit risk (including concentration risk),
operating risk and other risks.

2.1. Financial risk

The management of the financial risk is described in a policy guideline for financial risk
management (financial risk section), and includes the risks below.

2.1.1. Market risk

The market risk is the risk that the fair value of future cash flows of a financial instrument
will fluctuate as a result of changes in market prices. Market risk consists of three types of
risk: interest rate risk, currency risk and other price risks.

Interest rate risk

The most important market risk to which the banking activities of the Bank Pool are exposed
is interest rate risk, which results primarily from changes in market prices, unexpected
changes in investment yields and changes in interdependence of interest rates between various
financial instruments.

The Bank Pool uses a number of instruments to enable management of the balance sheet,
including the active management of the investment portfolio, measures to accelerate or slow
down the growth of specific portfolios, securitisation of loan portfolios, and the use of
derivatives, such as caps and swaps.



In order to control and manage risk exposure, the Bank Pool uses various risk indicators that
are available, such as net interest income, duration gap (sensitivity of fair value), interest rate
margin, and fair value of equity.

Strategies for reducing risks

With the control of the interest rate risk, the Bank Pool aims to keep the interest rate risk
within set limits. This is achieved through hedging or corrections of the interest risk, which
can be both endogenous and exogenous.

For endogenous hedging, the whole range of adjustment and on-balance products is available,
both in the field of price, new products, and adjustment of product characteristics.
Endogenous actions can have an important impact, which will only manifest itself relatively
slowly and gradually. As a result, the time horizon is relatively lengthy and thus forms the
fundamental basis for flexible balance and management.

When carrying out exogenous hedging, financial derivatives are taken into consideration,
mainly interest swaps, F R A @ interest options (cap9. The impact of exogenous hedging
on market value sensitivity shows immediately after signing the contract. As a result, they are
perfect for use as a corrective instrument.

Using interest swaps, the linear risk profile is changed. That profile is mainly a combination
of long-term assets and long-term obligations. Options can be used amongst other things to
reduce the non-linear risk, which is mainly caused by options included in customer contracts,
such as interest rate ceiling or advance payment options.

When a position is being covered, the economic effect of changes in the net cash value of that
position, resulting from changes in the interest curve that is used as benchmarkis reduced by
compensating changes in the net cash value of the financial derivative that is used as a cover
instrument.

Under IFRS, strict financial regulations are applicable to the financial recording of hedging,
and not every economic hedge transaction that is used to hedge interest risk is recognised as a
hedgeunder IFRS.

Currency risk

The risk that the fair value or future cash flows of a financial instrument will fluctuate as a
result of changes in the exchange rate.

The Bank Pool only operates within the Benelux and makes no investments other than in
Euros, as a result of which it is not exposed to exchange rate risk.

Other price risks
The risk that the fair value or future cash flows of a financial instrument will fluctuate as a

result of changes in market prices other than changes that arise from interest rate risk or
currency risk.



This is irrespective of whether these changes are caused by factors that specifically apply to
the individual financial instruments or their issuer, or due to factors that affect all similar
financial instruments traded on the market.

Share risk

The Bank Pool does not invest in individual shares. The limited number of investment share

funds (in the legal form of beveks or sicavs) present on 31 December 2009, came onto the

balance sheet historically when the Company issued new sub-funds in existing funds. The

heading, i nvest ment funds® is | imited, and in 20
balance sheet.

2.1.2 Liquidity risk
Liquidity risk management

Liquidity risk concerns a situation in which an Argenta Group company would not be able to
meet the liquidity requirements of depositors or other contract holders, without suffering
unacceptable losses as a result of liquidating the assets that are earmarked to pay financial
liabilities in normal and difficult circumstances.

This is therefore the risk that the Company has insufficient financial means to meet liabilities
when these must be paid on expiry date, or that assets can only be secured or sold at
exceptionally high costs.

The increased attention given to liquidity risk originates from the globalisation of the financial
markets, the greater volatility of funding, the strong growth of new products and structured
transactions such as securitisations. Although these elements mainly affect global players, the
Bank Pool also needs to focus more attention on the liquidity issue.

The strategy of the Bank Pool concerning liquidity management comprises using a suitable

Management Information System (MIS) to measure, monitor, check, report and manage the

' i quidity positions of the individual compan
to do so under both normal and exceptional circumstances.
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Every day, reports on funding are distributed amongst a broad target audience, including all

members of the board of directors. In addition, the discussion of the warning indicators is a

fixed item on the (at least) two-weekly Alco. In other words, upper management is
continuously involved in liquidity management.

Liquidity sources
Our funding policy focuses on private clients via the issue of on-demand, savings, and term-

deposit accounts, and securities. Customers"®
main funding sources of the Bank Pool "s bank



These deposits can be considered as both sources of liquidity and sources of liquidity risks.
Private individuals® current account and sayv
on demand or at short notice, but nevertheless provide an important contribution to the
stability of the long-term basis of the funding. This stability therefore depends on the retention
ofaccountcbotidees¢e in the Company®s solvency

The group®"s financing structure iIs managed
maintained, financing concentration is minimised, and the level of dependency on wholesale
financing (with or without repos) remains limited.

The Company has the following basic instruments available as possible sources of liquidity:
cash, securitisation of (a part of) the mortgage portfolio, the increase or reduction of the
number of financial instruments that can be loaned at the ECB, credit lines at the national
central bank by providing guarantees, and the sale of (a part of) the securities portfolio that
cannot be loaned at the ECB.

When a possible liquidity need occurs, the cheapest sources will be used first. In the first
place, this is available cash (cash on accounts at other financial institutions and the national
central bank).

In the table below you will find the liquid financial assets of the Bank Pool as reported
quarterly to the Belgian supervisory authority. Securities are listed in this table at their market
value (inclusive of pro-rated interest).

Table 2: Overview of the liquid financial assets of the Bank Pool

Breakdown of liquid financial assets 31/12/2008 31/12/2009
Cash and cash deposits with central banks 27,413,368 29,437,840
Securities and loans which can be borrowed from ECB 7,848,696,871 11,077,111,752
Securities which can be sold for cash 1,985,565,588 1,211,428,253
Subtotal securities 9.834.262.459 12.288.540.005
Total liquid financial assets 9,861,675,827 12,317,977,845
Balance-sheet total 30,037,790,547 31,471,500,773

Scope of liquidity management

Considerable efforts were made during the course of 2008 in the area of liquidity
management. These were followed up in 2009 by extending its scope to include the
application and testing of | i @nncigles foryssoupdo! i cvy
liquidity risk managment and supervisidnin this context various stress tests were carried

out in 2008 and 2009 which included both a qualitative and a quantitative aspect.

The qualitative aspect describes in detail the situation that caused the crisis, hypotheses
regarding client behaviour, particularly in relation to immediately callable liabilities, and the
measures the bank could take in order to contain the crisis.

The quantitative part measures the results, given the actual balance sheet situation and the
impact of the hypothesis. The most important aim of these tests is to explore the extent to
which a crisis can be contained, and at what point the bank must resort to stringent measures.



Stress tests show the effects of events which cannot be (or only insufficiently) evaluated using

,hor mal " ri sk measur e me n t-aRisk methaddlogya Borstico r e x ar
events (exceptional scenarios like the credit crunch), the hypotheses of traditional assessment

methods are insufficient, which can lead to substantial underestimation of the risk.

For this reason it is very important for the Company as a regional bank to be extremely

caref ul when defining ,relevant?®” stress sce
international financial markets will have a greater impact on a bank with a large market

exposure and more likely a very small impact on a retail bank like the Company.

2.2. Credit risk
Credit risk management

The management of credit risks within the Bank Pool is regulated through the policy
guideline on credit risk management (retail lending) and financial risk management (other
interest-bearing assets). This credit policy includes basic principles for identifying, measuring,
approving and reporting credit risks.

A credit risk arises when a customer or counterparty is no longer able to meet their
contractual obligations. This can be the result of the insolvency of a customer or counterparty.
This risk arises both with traditional lending and with investment activities (other interest-
bearing assets).

The Bank Pool is exposed to credit risk as a result of supplying home loans in Belgium and
the Netherlands, consumer loans and investment loans in Belgium and the Netherlands,
investing in bonds and short-dated debt instruments issued by governments in the euro zone,
asset/mortgage-backed securities or bonds and short-dated debt instruments issued by
companies, and finally interbank loans in Euros with a bank from the OECD area as
counterparty.

All segments of the Bank Pool have proper measurement instruments, guidelines and
procedures available to manage the credit risk, including a fully independent credit approval
process with set limits for creditworthiness, and supervision procedures.

The Bank Pool generally endeavours to maintain a low risk profile in its lending. This
strategic option is confirmed in, among other things, the credit acceptance conditions and
procedures of the Company and CBHK, of which collateral requirements (mainly holding
mortgages on buildings) is one of the basic terms and conditions, together with the strategic
focus on lending to retail clients.

Credit risk and the Basel Il Capital Accord

The Bank Pool has many years' experience in granting and managing mortgage loans and
advances to retail customers, which is actually proven by its history of low credit losses.

By retail customers we mean: private individuals, self-employed and professional people who
have their normal place of residence in Belgium (for the Belgian business) or the Netherlands



(for the Dutch business) and who rely on the Company for their normal, non-professional
credit requirements.

Because of this policy choice and the many years of experience mentioned, the Bank Pool
opted under the Basel Il capital agreement to allow the retail lending, except for some non-
material exceptions, to be carried out on the basis of internal ratings and to calculate the
capital requirements using the (F)IRB method.

For this each party is assigned a rating when a loan is made. These ratings may be either
internal or external. For this purpose the Company has, where relevant, developed one or
more models of its own.

A distinction is made between models for PD (probability of default risk) and LGD (loss
given default). An internal rating system (IRB) has been selected for the retail portfolios, for
which both a PD model and an LGD model have been developed.

In the PD model, credit dossiers are divided into various credit rating classes, depending on
the risk of default calculated using the model. The credit rating classes are divided on the
basis of variables with associated terms and conditions, which include both product criteria
and criteria related to the borrower. Each credit rating class has lower and upper limits for the
risk of insolvency and is assigned an average default rate. The cases in default are placed in a
separate rating class.

The LGD pooling also takes place on the basis of several variables. Each LGD pool is
assigned an average LGD rate. In this way, each outstanding loan in a portfolio is placed in a
specific LGD pool and that loan is assigned the average LGD rate.

Every month, the total retail loan portfolio is linked to the PD and LGD models in order to
calculate the capital requirement for unforeseen losses.

The decision to choose to use this Internal Ratings-Based method led, among other things, to
changes to the operational credit risk management, the approval framework, valuation rules,
the pricing, internal tracking and reporting and the responsibilities of the management
committees and boards of directors.

Since 1 January 2008 and in concretasince the reports as of 31 March 2008, the equity capital
requirements are reported according to the Basel Il standard method.

On 22 September 2009 the Company was granted approval by the supervisory authority for
the use of the Foundation Internal RatingBasedapproach or (F)IRB for the retail mortgage
portfolios. The supervisory authority expects further refinements and improvements in a
number of areas in practice during the course of 2010. More information about the IRB
approach can be found in chapter 7.

Collateral

The granting of mortgage loans always includes a request for personal or commercial
collateral. The lower the creditworthiness of the borrower, the higher the guarantee the
customer needs to supply. When applying the foreclosure policy it can occasionally occur that
certain securities are rejected and end up on the balance sheet.



For these pieces of collateral, which in practice are the premises on which a mortgage or
power of attorney is registered, in the past revaluation only took place if the dossiers to which
the collaterals related were considered as defaulted. See the definition of default in the
description of impairments above.

Foreclosure policy

If all other means of financially settling a loan in default have been exhausted when a building
is involved the Company will proceed with a public sale, .

In 2008, in the context of this foreclosure policy, two buildings were bought by the Company
itself for EUR 213,790. In 2009, one building was bought for EUR 85,550.

The conservative credit policy and the strict limits strategy, as well as favourable economic
conditions, had resulted in credit | osses wi
exceptionally low during recent years.

Loan concentration risk

Concentration risk can consist of several elements: concentration in lending to an individual
counterparty or a group of inter-related counterparties (single name concentration or
counterparty concentration); concentration in lending by means of an uneven distribution
across sectors or countries/regions (sector concentration); this latter risk can arise because of
significant exposure to groups of counterparties where the risk of default is driven by
common underlying factors.

In applying the loan risk management policy approach, limits were defined in relation to the
concentration risk. These limits are systematically tracked and reported. One of these limits
relates to the maximum exposure per third party in retail lending and states that the maximum
exposure to 1 retail partner may not exceed EUR 1 million.

Possible concentration risks that result from a presence in just 2 mortgage markets are
reduced by limitation of the loan risk per individual dossier, as well as strict monitoring of
developments on the Dutch and Belgian mortgage and residential real estate markets.

In addition, a distribution of risk is also ensured by granting a large number of loans for
limited amounts, spread across Belgium and the Netherlands (also regional). By spreading
credit provision across time (loans are approved every week/month), the risks are reduced
(this means that credit is granted in both good and bad economic times).

Finally, securitisation can also be used together with a funding and liquidity tool to manage
the volume of risk of the loans and thus the level of concentration (the two securitisation
transactions carried out both related to Dutch mortgage loans).

The basis for quantitative assessment is an analysisoft he portf ol i o composi

across economic sectors (governments — public administrations, credit institutions, other loans
including commercial bonds, mortgage lending, other retail lending) and countries.
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2.3. Operational risk
Operational risk policy

Because risks are inherent to all operational activities and decisions, all enterprises including
financial institutions have to handle operational risk.

In accordance with the Basel and Solvency provisions, the Company defines operational risk
as the risk of loss as the result of either under-performance or failure of internal processes,
people and systems or as the result of external events. This definition includes among other
things legal risk and compliance risk, but not strategic risk.

The systematically updated policy concerning operational risks (included in a policy guideline
on operational risk management) lays down a structure and an organisation (including roles
and responsibilities) at Argenta Group level. It also defines the reporting lines of the various
subsidiaries which themselves remain accountable for the management of their own
operational risk.

The risk department of Argenta Group ensures that each subsidiary manages the operational
risk in a similar manner, and that each subsidiary manages every risk that could have an
impact on the business or on other subsidiaries within the Argenta Group.

In general it is also assumed that operational risks are on the increase overall in business. This
is due among other things to the rapidly changing technology environment (including the
internet and e-commercy increasing complexity and proliferation of products as well as the
general trend towards the outsourcing of non-core activities.

Organisational Operational Risk Policy

The operational risk policy at the Argenta Group is organised in layers at three levels. A first
level — first line responsibility — lies with the business units and the member of the Executive
Committee involved. They are responsible for identifying risks and action plans, measuring
and managing risks, implementing the action plans, budgeting for expected losses due to
operational risk and pro-actively addressing the risks.

The second-line responsibility lies with the overarching BVg directorate for Risk. This
provides a guidance and control function at the level of the Argenta Group. This level of
management tests the positions and activities of the Company and Aras and the policy
approaches of the Group in relation to risk management, reports at consolidated level, follows
up and takes initiatives for adjustments (via the BVg Management Committee) when
necessary. In addition the Risk management department carries out an advice and support
function to the Company and Aras.

The Human Resources, Compliance-Inspection, Central Staff and Communication,
Information Risk Management and ICT departments also all have a core responsibility in
relation to operational risk management. Each department needs to develop its own company
policy in order to optimize the control over the control over the operational risk (for example,
a remuneration policy at HR).

11



The Argenta Group also has an independent internal audit function which supports
management in assessing the good functioning of the first and second line internal control
systems. Internal Audit provides certainty about the implementation of the risk structures and
policy rules, forming a third level.

The Internal Audit department functions independently from the operational risk management
process. Audit can give valuable input to those responsible; however, audit can never assume
direct responsibility in relation to operational risk management. Internal Audit reports its
findings to the Orco, the Executive Committee and the Audit Committee.

The Orco brings together each month those with responsibility for operational risk at BVg,
Aspa and Aras, with the aim of having a rich exchange of information and so co-ordination
both horizontally as well as upwards and downwards.

Business continuity management

The direction and management of the business continuity measures (BCM) are geared to the
relevant law and regulations. The responsibilities for the interpretation and maintenance of the
continuity plans are defined in the BCM organisation specification, which also defines the
activation and the roles of the various teams in the case of a crisis.

Information Security

Information can exist in many forms. It can be printed or written on paper, be stored
electronically, sent through the post or via electronic media, be shown in films or take the
form of the spoken word. Whatever forms the information takes, or whichever way it is
shared or distributed, each form should always be suitably protected.

Information security is achieved by implementing an appropriate collection of security
measures, e.g. policy, codes of conduct, procedures, organisational structures, and hardware
and software configurations. The Argenta Group has set out a structured approach to
information security. The information security policy contains not only the framework and
organisation and the responsibilities for implementation of the policy, but also the mandatory
security guidelines.

2.4. Other risks
2.4.1. Strategic Risk

Strategic risk is the risk of the impact on current and future earnings and capital resulting
from poor business decisions, poor implementation of decisions, or a lack of responsiveness
to changing market conditions (both commercial and financial).

This risk is a function of the compatibility of the strategic objectives, the business strategy in
order to achieve these objectives, the resources allocated to reaching those objectives and the
quality of the implementation of the business strategy. These resources include
communication channels, systems, people, networks, management time and management
capacity.

12



| n l i ght of I¢ariraad-me@no stngtegyn Setting the right priorities and
implementing those priorities are of utmost importance. Wrong choices can lead to high costs
being incurred to set things right again, or to a balance sheet that is not properly structured
and thus may endanger future earnings.

The most important instruments for sound management of strategic risk consist of a clear
strategy and a clear business plan that supports the implementation of the business strategy.
Today there are tools for quantitative measurement making it possible to closely monitor the
strategy or the business plan. The strategy must set clear priorities and there needs to be a
monthly backtesting of the volumes and prices handled and the forecast volumes and prices
set out in the business plan.

2.4.2 Business Risk

Business risk is the risk of the impact on current and future earnings and capital resulting
from changes in business volumes, or changes in margins and costs; both are caused by
changing market circumstances or the inability on the part of the organisation of addressing
them. Business risk is also understood to mean a poor diversification of earnings or the
impossibility of maintaining a sufficient and appropriate level of profitability.

The market has an important impact on future volumes and margins. Causes include
competition as well as customers who are looking for fewer, more or different products. The
risk of changing volumes is a risk that must be closely monitored, for it can lead to less
funding, more expensive funding, less flexible assets, etc. This is, therefore, an important risk
in balance sheet management. Even more important are changes in margins, in particular
resulting from competition as well as from interest rate movements. Changes in margins play
a role in new products, as a result of which target earnings may or may not be achieved.
Changes in margins also play a role — and have a more significant impact — in existing
products such as the savings account.

Every month, backtesting is carried out between the volumes handled and price setting on the
one hand, and the forecast volumes and prices set out in the business plan. Moreover, several
committees such as the Alco and various Prico” are tasked with evaluating the margins on an
ongoing basis. The risk is managed by means of price setting and the distribution of income
and expenditure.

The most important monitoring tool consists of the * ¢ h econkutted by the overarching
Risk department against the business plan. With the help of scenario analysis, all the
assumptions contained in the business plan are thus subjected to testing.

2.4.3. Reputation risk

Reputation risk is the risk of damage (| oss)
or standing as a result of a negative perception of its image by customers, counterparties,
sharehol ders and/ or regul atory bodi es. It [

another risk but that nevertheless has its own impact.

The Company regards this as a vertical risk, in other words, a risk that cuts across all other
risks. By closely monitoring and managing the other risks, this risk is also co-managed.

13



3. Requlatory capital

3.1. Components and characteristics of capital

In this paragraph the elements of the equity of the Bank Pool are explained. These equity
positions form the basis for the calculation of available equity under the Basel 11 regulations.

Table 3: Equity and its components

Components 31/12/2008 31/12/2009
Paid up capital 303,255,000 | 303,255,000
Revaluation reserve for Available For Sale financial assets 4,037,285| 108,166,422
Reserves (including retained earnings) 345,810,352 | 408,467,457
Income from current year 82,657,105 68,000,490
Equity attributable to shareholders 735,759,742 | 887,889,369
Minority interests 180,819 194,892
Total equity and minority interest 735,940,561 | 888,084,261

Component “paid up capital”

The paid in capital has amounted to EUR 103,255,000 since 31/12/2007.

Component “revaluation reserve for available for sale financial assets”

The available for sale (AFS) financial assets are valued at fair value and all variations from
that fair value are recorded as a separate line in the equity until the financial assets are sold or
until the moment that a special impairment is applied.

By the end of 2009 there were, including the share of minority interests, EUR 164,081,839
unrealized gains on the fixed income securities and EUR 377,843 unrealized losses on the .
non fixed-income securities. After deduction of deferred taxes of EUR 55,524,800 and
adjusting for minority interests, an amount of EUR 108,166,422 was available as the
“revaluation reserve for available for

Component “reserves (including retained earnings)”

Amongst other things the statutory reserves of the Company are found under this item, as well
as retained earnings from previous years.

The amount of EUR 408,467,457 is made up of reserves (including retained earnings) to the
amount of EUR 396,564,384 and an amount of EUR 12,347,676 relating to a Belgium GAAP
based revaluation reserve for the C o mp a louydings.

Component“ i n cfomaeirrent year”

Under this item the result of the current financial year is recorded.

14
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Component “minority interests”

Under this
components
relate to the shares of its subsidiary companies ABL and the “Centraal Bureau voor
Hypothecair Krediet” nv (CBHK) that are not in the possession of the company.

ifremvahaat resenamd valuati on

Furthermore, within the minority interests is shown the entire capital (EUR 18,000) of the
SPV Green Apple. Although there is no capital link with the Company, this company is
consolidated, however, in accordance with IFRS rules in SIC 12 .

3.2. Composition of regulatory capital

The qualifying equity for regulatory purposes consists of some of the above mentioned
components. The overview below reflects this qualifying equity at 31 December 2008 and 31

f r om redorded. iThe mipority intdérests at teetCempaayr e

December 2009.

Table 4: Composition qualifying equity

Composition qualifying equity 31/12/2008 31/12/2009
Equity sensu stricto 776,695,206 760,167,708
Total additional components 359,149,848 255,344,853

- first part additional components 14,573,396 14,173,253
- subordinated loans 344,576,452 241,171,600
Total qualifying equity 1,135,845,054 1,015,512,561

The equity is made up of two groups of components:
additional equity components.

Table 5: Equity sensu stricto

the equity sensu stricto and the

Equity sensu stricto 31/12/2008 31/12/2009
- paid capital 299,410,014 299,410,014
- reserves 332,337,503 407,584,757
- profits (result) from the current financial year 62,657,105 67,118,490
- minority interests 170,417 182,119
- revaluation reserve AFS equity instruments -1,537,673 -377,843
- limited innovative instruments 100,000,000 100,000,000
- intangible assets -16,342,160 -19,449,829
- items to be deducted: potential and foreseeable losses and costs 0 -94,300,000

Total equity sensu stricto 776,695,206 760,167,708

The i tem

» P BURA99,416,014 i¢ dadothided by deducting an amount of EUR

3,844,986 from the paid capital of EUR 303,255,000. This relates to a non-depreciable
portion of a reserve for tangible assets created under Belgian GAAP. In accordance with
former equity regulations, this amount is always deducted from the paid capital.
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The i tem [EWURMB7684Y5€isobtainedfby increasing the already mentioned part
of EUR 396,564,384, from the reserves (see 3.1) by EUR 11.020.373 (being the negative
impact after taxes from the derivative products in these reserves).

For the calculation of equity on a consolidated basis, institutions which apply the international
accounting standards can include the net profit of the current financial year (after the
deduction of all foreseen costs and dividends). The item ,profits (result) for the current
f i nan c iasatl31 Dgcenmdar 2009 is thus obtained by reducing the profit of the financial
year by the planned dividend payment of EUR 882,000.

The item “minority interests” of EUR 182,119 is obtained by reducing the complete amount of
the minority interests of EUR 194,892 by the revaluation reser v e o f ,avail abl
financial assets” of EUR 12,773 which was contained in this total amount.

The item , r e v a Ireselvet AF® eguity instruments” shows the unrealised reductions in
value on the current portfolio of equity instruments. This has to be deducted from the equity
sensu stricto.

The i tem , Il i1 mited i nnoofthetcomplete capital sftarTierhéant s i s
of EUR 100 million issued in 2006 (Argenta Spaarbank nv Deeply Subordinated Perpetual
Callable EUR Fixed to Floating Rate Note).

This Tier 1 loan is quoted on the Luxembourg stock exchange (ISIN code BE09321174444)
and has the following characteristics:

Nominal amount: EUR 100,000,000

Issue date 31 October 2006

First call date 31 October 2016

Call option the issuer has the right to repay the security at nominal
value on 31/10/2016, and on each following coupon date

Coupon fixed interest of 5.855% up to 31 October 2016 and

afterwards variable interest of 3 month Euribor + 275 bp

The iimem
is made up of 't
balance sheet.

n,gi ot E&R 18,448,82% issdéducted from the equity sensu stricto and
h e antangiklegaosr syes tfpantl on ¢he asset side of the consolidated
At the end of 2009, EUR 94.3 million was deducted from qualifying equity. This amount
reflects the negative market value of 6 swaps: 3 receiver swaps (concluded in 2009) that were
concluded in order to raise interest income and 3 pre-existing payer swaps that were mirrored

by the 3 receiver swaps. The amount deducted will be amortised over the remaining life of the
swaps in question.
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Table 6: Additional components

Additional components 31/12/2008 31/12/2009
- additional core equity 14,573,396 14,173,253

- revaluation reserve AFS instruments 0 0

- revaluation reserve tangible assets 14,573,396 14,173,253

- further additional equity 344,576,452 241,171,600
Total additional equity 359,149,848 255,344,853

The amount of EUR 14,173,253 is obtained by firstly adding the revaluation reserves for
buildings of EUR 11,903,073 (formerly created under Belgian GAAP) (see 3.1) to the
adjustment to paid in capital (see 3.2, being EUR 3,844,986). Afterwards, this total of EUR
15,748,059 (14,173,253 + 3,844,986) is multiplied by 90% to reach the amount of EUR
14,173,253.

The further additional equity amounted to EUR 241,171,600 on 31 December 2009 and
consists entirely of subordinated loans.

Subordinated loan capital may be used for a value of maximum 50% of the equity sensu
stricto (subject to compliance with the equity regulation conditions) as further additional
equity.

Only at the end of the 2009 was action taken to issue new subordinated loan capital.

Consequently the Company sold subordinated certificates to private investors for a value of
EUR 7,875,083 (EUR 18,600 in 2008).
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4. Requlatory capital requirements

This chapter includes the minimum capital requirements of the Company based on the risks
mentioned in Basel 11 pillar 1 (being credit, market and operational risk).

The Company applied the Basel Il standard approach for these calculations up to and
including 30/06/2009. As from 30/09/2009 it received approval to apply the (F)IRB method
for calculation of retail mortgage portfolios. The table below shows the weighted risk volume
(Risk Weighted Assets - RWA) as at 31/12/2008 (standard method) as well as at 31/12/2009
(combination of standard method and IRB method).

Table 7: Total of risk weighted assets and capital requirements as at 31 December

Weighted risk volume as per Basel Il Basel I RWA Basel 11 RWA
31/12/2008 31/12/2009

Credit risk standard method (STA)
Central governments and central banks 2,186,602 41,950,826
Multilateral Development Banks 0 0
Institutions 1,665,948,844 1,246,367,719
Corporates 36,532,930 361,586,849
Retail 83,886,562 74,175,838
Secured by real estate 4,772,455,771 48,740,084
Past due items 177,234,536 9,113,670
Covered bonds 0 19,930,402
Collective investment undertakings (CIU) 9,181,699 10,327,818
Others 106,542,419 118,203,067
Securitisation positions 116,322,308 15,789,892

Credit risk — (F)IRB method

Secured by real estate 0 1,830,604,972
Securitisation positions 0 42,773,275
Total credit risk 6,970,291,671 3,819,564,412
Market risk 0 0
Operational risk 389,459,463 423,492,800
Total risk weighted assets 7,359,751,134 4,243,057,212

Pursuant to the Basel 11 rules regarding transition from the use of the standard approach to the
use of an IRB approach, the Company had to take into account a floor when calculating its
capital requirements in 20009.

The floor for 2009 was 80% and was applied to the qualifying equity calculated in accordance

with the Basel | standards. The Basel I calculations (which are systematically calculated to
make comparisons) form the basis of the capital requirements.

18



4.1. Capital requirements for credit risk

Calculations are performed and reported up to and including 30/06/2009 according to the
Basel 11 standard approach. As from 30/09/2009, the Company received permission to move
to the (F)IRB model for its retail credit portfolios.

As a result of the transitional rules (floor of 80% on the capital requirement calculated
according to Basel I), the Basel | calculations were again the most important for the
Company.

The capital requirements for credit risk are calculated according to following method:
weighted risk volume (Risk Weighted Assets or RWA) * 8%
where weighted risk volume = EAD (exposure at default) * weighting percentages

The weighted risk volume for credit risk amounted to EUR 6,970,291,671 on 31 December
2008 which resulted in capital requirements of EUR 557,623,335. As at 31/12/2009 this
weighted risk volume was EUR 3,819,564,412. As a result of the 80% floor, the weighted risk
volume will, however, be increased (see 4.4).

4.2. Capital requirements for market risk

The Company currently does not perform any equity calculations for market risk, since these
calculations are only necessary for the trading book and the Company does not have such a
trading book.

4.3. Capital requirements for operational risk

The Company calculated the requirements for operational risk up to and including 30/06/2008
by means of the Basis Indicator Approach (BIA). The capital requirement is hereby equal to
15% of the arithmetic average of the operational result of the three recent financial years and
amounts to EUR 38,945,946.

After fulfilling the formal requirements (among other things submitting an information file to
the Belgian supervisor and further development of the operational framework for operational
risk management) the Company uses, as of 1 July 2008, the standard approach for calculating
the requirement for operational risk.

With this standard approach the activities and therefore also the operational result must be
assigned to the following eight business lines: corporate financing, trade and sale, retail
broker services, retail bank services, commercial bank services, payment and settlement,
intermediation services and portfolio management. The capital requirements differ from one
business line to another, and this is obtained by multiplying the operational result (as
calculated under the previous paragraph) by 12%, 15% or 18%.

The operational result at the Company was assigned to the business lines retail broker
services, retail bank services and portfolio management (which all need to be multiplied by
12%). The capital requirement came to EUR 33,879,424 as at 31/12/2009 (EUR 31,156,757
as at 31/12/2008).
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4.4. Application of the 80% floor (transitional phase from STA to IRB)

The capital requirement for the credit risk as calculated according to the IRB method
amounted to EUR 305,565,153. If the operational risk requirement of EUR 33,879,424 is
added, one comes to a total capital requirement of EUR 339,44,577.

The capital requirement according to Basel | was EUR 692,764,434 as at 31/12/2009. If we
apply the relevant floor of 80% to this amount, we come to a capital requirement of EUR
554,211,547.

Given that this floor is higher than the capital requirement that would apply under the IRB
method, the EUR 554,211,547 is treated as the minimum equity capital that must be held.

This capital requirement corresponds with a weighted risk volume of EUR 6,927,644,340
(EUR 4,243,057,212 had the IRB method been used).
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5. Credit risk

The management of credit risk has already been described in chapter 2. Risk management. In
this chapter further information is provided on theterms,, pa st glwa"b,trdenatodt
impairments, classification and assignment to the Basel 11 categories, additional information
on “exposure categories” afdaibtfélloamsal | 'y an addi

5.1. Definition of past due and doubtful

A loan is considered a spast'due” in the equity reporting if the borrower is more than one
month and more than EUR 25 behind with his payments.

In the equity reporting, a loan is considered as doubtful when one of the following events has
occurred:

- the Company considers it unlikely that the debtor will be able to fully meet their loan
commitments without the Company having to resort to actions such as foreclosing;

- the debtor is more than 90 days in arrears with meeting a material loan commitment.

For loans which are considered as doubtful, there is then the consideration whether (taking
into account the securities obtained) particular impairments need to be set up.

5.2. Approaches and methods for determining value adjustments

A special impairment is recognised for an asset when its carrying amount exceeds its
recoverable amount. The Company tests all its assets at each balance sheet date for indications
of the need for a special impairment.

The carrying amount of an impaired asset is reduced to its estimated recoverable amount, and
the amount of the change in the current reporting period is recognised in the income
statement.

If, in a subsequent period, the amount of the impairment on assets other than goodwill or
available-for-sale equity instruments is reduced due to an event occurring after the write-
down, the reduced amount is reversed by adjusting the impairment and recognising it in the
income statement.

Financial assets

A financial asset, or a group of financial assets is considered to be impaired if (1) there is
objective evidence of impairment as a result of one or more events that occurred after the
initial recognition of the asset, and (2) that loss event or events had an impact on the estimated
future cash flows from the financial asset, or group of financial assets, which can be reliably
estimated.
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Depending on the type of financial asset, the recoverable amount can be estimated as follows:

- the fair value using an observable market price

- the present value of expected future ca
original effective interest rate, or

- based on the fair value of the collateral obtained.

Impairments to available-for-sale equity instruments cannot be reversed through the income
statement in subsequent periods.

Besides the impairments that are determined on an individual basis, also collective —
portfolio-based — impairments are created in the form of IBNR (incurred but not reported
provisions.

“I ncur roed rkeytorn eahloanspare pustifieds for assets for which no special
impairments are created on an individual basis.

This collective evaluation of i lospenfimatemt s i n
p e r iwidhdreards to the probability of non-payment. The 61 oss confi ismati on
concept that takes into account the fact that there is a period between the moment that

indicators for impairments occur and the moment at which these are included in the credit risk

systems of the Company.

The 1 mplementassomronf i rtineestssyesnthat phe impaiontris,
which have already occurred but have not been identified as such, are sufficiently included in
the created impairments.

The IBNR is calculated and created for all loan portfolios for which credit risk models were
developed in Basel Il. Based on the probability of default(hereafter referred to as PD), the
portfolios are divided into risk classes. For each risk class, the chance of a loan in this class
defaulting within three months is calculated. To obtain a more stable (seasonally adjusted)
result, an rolling average PD for the last 4 periods is used.

Specificrulesfor6 av atfdrr-a bl e fi nancial assetsd

If a decrease in the fair value of an available-for-sale financial asset has been recognised
directly in equity, and there are objective indications that the asset has suffered impairment,
the accumulated loss that has been directly booked to equity is transferred and recognised in
the income statement, even though the financial asset has not been removed from the balance
sheet.

The amount of the accumulated loss that is transferred from equity to the income statement is
equal to the difference between the acquisition price (after deducting any redemptions of the
principal amount and amortisation) and the current fair value, less any write-down losses on
the asset previously recognised in the income statement.

- Investments in equity instruments

A considerable or long-term decrease in the fair value of an investment in an equity
instrument below the cost price constitutes an objective indication for impairment.
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This situation will be assessed individually each reporting date, but if there are no additional
assessment criteria available, the Company considers a duration of 12 months as long term,
and a decrease of at least 20 % as considerable.

Impairments recognised in the income statement for investments in equity instruments
classified as available for sale cannot be reversed via the income statement.

- Investments in other non-equity instruments

Impairments are applied in cases of sustained lower value or loss of value attributable to
financial difficulties of the debtor.

If the fair value of an available-for-sale debt certificate increases in a subsequent period, and
the increase can be objectively related to an event that occurred after the impairment was
recognised in the income statement, the impairment must be reversed, with the amount of the
reversal being recognised in the income statement.

5.3. Credit risk mitigation

Credit risk mitigation (CRM) is a technique used by an institution for the limitation of credit
risk linked to one or more risk positions that the institution has.

In the table below an overview is given of the risk positions before and after the credit risk
mitigation movements as a result of unfunded and funded credit protections (see column

exposure after CRM in table 8).

Table 8: Risk positions per category, 31 December 2009

Exposure unfunded funded credit total exposure
pre CRM credit protection protection inflow after CRM
guarantees collateral

Central governments or central banks | 4,411,251,119 30,438,960 0] 2,295,416,860 | 6,676,229,019
Multilateral Developments Banks 89,951,707 0 0 0 89,951,707
Institutions 6,158,658,896 2,173,435,730 0 0] 3,985,223,166
Corporates 1,178,746,547 0 0 0| 1,178,746,547
Retail 110,649,388 0 624,270 624,270 | 110,649,388
Secured by real estate 254,316,368 91,542,170 173,566 173,566 162,774,198
Past due items 1,331,328 0 28,789 28,789 1,331,328
Covered bonds 148,135,070 0 0 0 148,135,070
Collective investment undertakings 10,327,818 0 0 0 10,327,818
Others 176,578,476 0 0 0 176,578,476
Securitisation positions 37,636,626 0 0 0 37,636,626
Total exposure (STA) 12,577,583,343 2,295,416,860 826,625 | 2,296,243,485 | 12,577,583,343
Secured by real estate (IRB) 18,278,559,075 - | 18,278,559,075
Securitisation positions (IRB) 569,975,396 569,975,396
Total risk positions 31,426,117,814 2,295,416,860 826,625 | 2,296,243,485 | 31,426,117,814
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The “unfunded credit protection” is a
is linked to the risk position of an institution, is limited thanks to the guarantee of a third party
to pay a certain amount in the event of a default or other specific events.

The “funded credit protection” is a
linked to the risk position of an institution, is limited thanks to the right of the institution, in
the event of a default or other specific credit events concerning the counterparty, to liquidate
or take over certain assets or items, to acquire or preserve possession of them, and so to
reduce the risk position value or replace it by the difference between the risk position and the
demands on the institution.

unfunded cr-gdiatr apt @te e Ectedd o rd
(ad epitorthg total &f the caumn ihflovo w)

The total of the amounts under
protection—-c ol | at er al ”

The unfunded credit protection of the company can be divided in two groups. In the first place
it concerns a shift as a result of government guarantees and guarantees of financial institutions
(see explanation below of the EUR 2,173,435,730 in the category financial “institutions").

Table 9: Government guarantees under the category institutions

techni

Guarantee Guarantee
Counterparty name exposure 2008 amount 2008 exposure 2009 amount 2009
Danish government 0 0 51,438,041 50,000,000
German government 96,526,508.35 949,929,331 218,488,531 216,742,348
English government 165,817,679.09 164,912,028 165,837,191 164,948.835
French government 0 0 250,011,016 250,003,245
Irish government 145,322,163.72 202,231,395 199,973,328
Dutch government 100,053,890.34 144,867,797 423,862,263 419,362,642
Austrian government 0 99,892,247 333,825,053 328,287,6153
Portuguese government 0 0 185,215,224 66,257,236
Slovenian government 0 0 30,429,210 29,999,141
Spanish government 99,538,610.89 99,538,611 302,465,094 298,903,642
Swedish government 150,387,204.85 149,940,287 150,389,718 148,957,697
Total credit protection guarantees 754,080,301 2,173,435,730

Moreover, there is also the NHG (national mortgage guarantee) that is present for most
mortgage loans made in the Netherlands. The paragraphs below can be found on the internet
site of the NHG (www.nhg.nl) and give more information about this guarantee.

The national mortgage guarantee (NHG) is provided by the foundation dNVaarborgfonds Eigen
Waingera It is the name of the guarantee which a borrower can get for a loan for purchasing
or building a house. The ,, f o u n ch@stas goararitor for the repayment of the mortgage
amount to the credit institution.

The Homeownership Guarantee Fund (abbreviated to WEW in Dutch) was created on 11
November 1993 by and under the supervision of the Ministry of Housing, Spatial Planning
and the Environment (VROM) and the VNG (the Association of Netherlands Municipalities).

The background to this was the desire of the central government and the municipalities in the
Netherlands to create an independent instrument of municipal guarantee with government
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http://www.nhg.nl/

participation. By 1 January 1995 this independence was a fact with the introduction of the
national mortgage guarantee (NHG).

The aim of the WEW is to promote home ownership and they are responsible for the policy
and the implementation of the NHG. It annually establishes rules for granting NHG. The
conditions and standards must be approved by the minister of housing and the Association of
Netherlands Municipalities. The implementation of the NHG is done by the credit institutions.
Credit files are checked when a claim is submitted. The WEW supports the credit institutions
in the implementation of the NHG and manages the fund with regards to the risk of the NHG.

The WEW is a private institution with fallback agreements with the government and
municipalities. This means that the WEW can always meet its payment obligations. As a
result, The Dutch Central Bank considers the NHG as a government guarantee. Consequently,
loans covered by the NHG are excluded from solvency requirements for the lender. This
advantage for lenders is “returned” to consumers by lower mortgage interest on a mortgage
loan with NHG.

Whether someone qualifies for NHG depends among other things on their income, the
purchase value of the house and possible cost for renovations. Neither the loan, nor the total
amount of the costs, may, as of 1 January 2009 be more than EUR 265,000. The conditions
(such as being main residence, architectural report, tax report) to obtain a NHG guarantee are
explained in detail on the internet site www.nhg.nl.

The unfunded (NHG) guarantees can be found in the Basel Il categories “ ecured by real
e s t a n dubotdinated risk positions”. The annuitized decrease of this NHG guarantee is
taken into consideration in all calculations (this decrease is accounted for, among others, in
the LGD parameter).

The funded credit protection consists of a limited amount in financial instruments provided as
guarantees.

5.4. Additional information concerning the exposure classes

In this chapter additional information is provided regarding the breakout by exposure classes,
the adjusted risk positions by risk weighting percentage, the overall geographical
classification of all risk positions, the geographical division of the risk positions by risk
position category and finally an indication of the weighted average remaining duration of
some categories.

Table 10: Risk position (pre CRM) split by exposure class

Exposure classes On-balance Off-balance Derivatives Total exposure
Central governments or central banks 4,411,251,119 4,411,251,119
Multilateral Developments Banks 89,951,707 89,951,707
Institutions 5,659,959,036 284,310,995 214,388,865 6,158,658,896
Corporates 1,178,746,547 1,178,746,547
Retail 89,486,678 21,162,710 110,649,388
Secured by real estate 54,579,469 199,736,899 254,316,368
Past due items 1,331,328 1,331,328
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Covered bonds 148,135,070 148,135,070
Collective investment undertakings 10,327,818 10,327,818
Other 176,578,476 176,578,476
Securitisation positions (STA) 37,636,626 37,636,626
Secured by real estate (IRB) 18,096,410,048 182,149,027 18,278,559,075
Securitisation positions (IRB) 569,975,396 569,975,396
Total 30,524,369,318 687,359,631 214,388,865 31,426,117,814
Table 11: Exposure split by geography classes (material classes)
Country code | Country Exposure percentage Capital
AU Australia 257,865,654 0.82% 4,125,079
BE Belgium 10,953,136,239 34.85% 140,224,687
CA Canada 401,733,335 1.28% 5,327,607
DK Denmark 342,313,566 1.09% 23,009
DE Germany 502,152,071 1.60% 2,082,295
Fl Finland 311,786,717 0.99% 1,222,296
FR France 733,375,816 2.33% 16,356,071
IE Ireland 264,623,948 0.84% 1,750,357
IT Italy 236,943,639 0.75% 1,927,016
LU Luxemburg 496,306,415 1.58% 4,907,536
NL Netherlands 13,463,396,202 42.84% 89,271,366
NO Norwegian 175,804,543 0.56% 4,569,829
AT Austria 415,303,522 1.32% 89,354
PT Portugal 312,008,929 0.99% 3,792,443
SL Slovenia 103,161,020 0.33% 6,881
SK Slovakia 103,312,008 0.33% 1,652,992
ES Spain 705,127,762 2.24% 4,271,639
GB United Kingdom 564,654,764 1.80% 9,261,651
us United States 428,634,344 1.36% 9,377,583
SE Sweden 463,092,419 1.47% 3,234,877
CH Switzerland 96,352,260 0.31% 2,044,902
XG European Union Institutions 89,951,707 0.29% 0
Other exposure < 1 million 5,080,933 0.02% 45,682
Total 31,426,117,814 100.00% 305,565,153

The geographical breakdown of the risk exposure classes is reflected in table below. The
geographical breakdown of the securitisation positions can be found in the disclosure of the
securitisation positions.

Table 12: Geographical breakdown of the exposures to risk exposure category

Exposure category Country Exposure
Institutions AT 333,825,053
Institutions AU 257,662,313
Institutions BE 926,973,442
Institutions CA 291,777,335
Institutions CH 95,365,134
Institutions DE 290,969,671
Institutions DK 51,438,041
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Institutions ES 465,432,280
Institutions Fl 51,289,452
Institutions FR 334,647,213
Institutions GB 424,306,448
Institutions IE 241,615,882
Institutions IT 67,136,719
Institutions LU 343,022,185
Institutions NL 1,135,436,969
Institutions NO 101,998,006
Institutions PT 237,026,766
Institutions SE 350,822,606
Institutions Sl 30,429,210
Institutions us 127,484,171
Total Institutions 6,158,658,896
Central governments or central banks AT 81,217,269
Central governments or central banks BE 2,863,180,864
Central governments or central banks CA 109,879,431
Central governments or central banks DE 155,173,357
Central governments or central banks DK 290,875,523
Central governments or central banks ES 14,554,815
Central governments or central banks Fl 250,360,444
Central governments or central banks FR 22,023,408
Central governments or central banks IT 127,561,105
Central governments or central banks LU 114,403,429
Central governments or central banks NL 19,634,613
Central governments or central banks PT 74,896,031
Central governments or central banks SE 111,447,012
Central governments or central banks Sl 72,731,810
Central governments or central banks SK 103,312,007
Total central governments or central banks 4,411,251,119
Secured by real estate BE 6,779,528,899
Secured by real estate DE 3,351,194
Secured by real estate ES 1,807,912
Secured by real estate FR 9,156,425
Secured by real estate GB 2,092,808
Secured by real estate LU 2,410,114
Secured by real estate NL 11,725,584,375
Secured by real estate us 1,162,728
Secured by real estate Other 7,780,988
Total secured by real estate 18,532,875,443
Retail BE 109,707,624
Retail LU 656,596
Retail Other 285,168
Total retail 110,649,388
Corporates BE 35,147,487
Corporates DE 26,874,121
Corporates Fl 10,036,222
Corporates FR 331,516,834
Corporates GB 138,225,882
Corporates IT 37,188,927
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Corporates NL 228,944,523
Corporates NO 73,806,537
Corporates SE 502,937
Corporates UsS 274,971,660
Corporates LU 21,531,417

Total corporates

1,178,746,547

Disclosures about remaining life to maturity with a breakdown by IFRS categories can be
found in the IFRS financial statements. The table below provides a disclosure of the
remaining (average weighted) life of some Basel Il categories. In the category of institutions,
it looks at the remaining life of financial instruments with a minimum duration of at least 1
day. Current accounts at other financial institutions (including the NBB) and cash collateral
were not included in the calculation of remaining life for these institutions.

Table 13: Remaining (average weighted) life on 31 December 2009

Maturity in Years

Past due items

Multilateral Developments Banks 8,28
Institutions 2,16
Covered bonds 3,24
Secured by real estate 17,66
Securitisation positions — ABS 5,73
Securitisation positions — MBS 23,03

6,81
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5.5. Disclosures concerning doubtful risk positions

There are overdue positions (more than 1 month and more than EUR 25) in the risk position -
categories “retail” and“ s e c ur e d b. yhe postiank listed etowa dreecléssified in the
c at e gastrdug itehs” in the equity calculation. These overdue loans are geographically
almost entirely located in the key countries of Belgium and the Netherlands.

Table 14: Geographic breakdown of the past due items

Exposure category Country Exposure 2008 Exposure 2009
Past due items BE 161,984,690 193,057,678
Past due items NL 33,648,323 34,912,392
Past due items Other 798,943 1,642,246

Total past due items 196,431,956 229,612,316

These relate to the total risk positions that have been determined using both the standard
method and the IRB method.

The individually determined impairments amount to EUR 44,.953,626 on 31 December 2009.
The table below reflects the evolution and breakdown into assets classes of the impairments
listed.

Table 15: Evolution of individually determined impairments

opening balance increase reversal closing balance

31 Dec. 2008 via P&L via P&L 31 Dec. 2009

Consumer credit 4,115,933 1,173,389 -1,846,641 3,442,681
Mortgage loans 26,638,948 24,347,068 -21,542,494 29,443,522
Term loans 557,107 157,414 -232,196 482,325
Demand deposits / advances 13,495,086 6,155,067 -8,506,524 11,143,629
Other lending receivables 890,095 236,228 -684,854 441,469
Total 45,697,169 32,069,166 -32,812,709 44,953,626

In 2008 a general impairment, in the form of incurred but not reported (IBNR) provision, was
created for the first time. This impairment amounted to EUR 2,017,853 as at 31/12/2008 (the
calculation method was already explained in 5.2. Approaches and methods for determining
value adjustments). In 2009 this provision was increased by EUR 1,349,862 to EUR
3,367,715.

The table below reflects the IBNR provision as internally calculated by the Company per
specific mortgage portfolio based on the EAD - Exposure At Default.
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Table 16: IBNR provision

Portfolio 31/12/2008 31/12/2009

EAD IBNR EAD IBNR
Aspa Belgium 5,074,524,611 218,989 5,175,323,374 320,656
Netherlands 8,509,674,688 426,606 8,296,753,073 815,999
Green Apple 3,439,399,445 66,228 3,257,576,696 226,775
CBHK 1,323,877,883 1,308,030 1,138,475,916 2,004,285
Total 2,017,853 3,367,715

The total impairments and provisions amount to EUR 48,321,341 on 31 December 20009,
made up of EUR 44,953,626 on individual based determined impairments and a general
provision of EUR 3,367,715.

The table below reflects the changes of the individually determined impairments and the
impact on the consolidated income statement of these impairments for the 2009 financial year
(see column total impact).

Table 17: Impact impairments on the income statement

31/12/2009 increase reversal recoveries direct IBNR total impact
via P&L via P&L via P&L derecognition provision on P&L

Consumer credit 1,173,389 -1,846,641 -159,941 1,019,618 0 186,425
Mortgage loans 24,347,068 -21,542,494 -180,392 4,504,799 1,349,862 8,478,843
Term loans 157,414 -232,196 0 25,494 0 -49,288
Demand deposits/advances 6,155,067 -8,506,524 -474,250 4,020,119 0 1,194,412
Other lending receivables 236,228 -684,854 0 556,020 0 107,394
Total 32,069,166 -32,812,709 -814,583 10,126,050 1,349,862 9,917,786

There is a total impact of EUR 9,917,786 (EUR 8,639,356 as at 31/12/2008) on the income
statement. EUR 8,567,924 comes from the individually managed loan dossiers (impairments,
direct derecognition and direct recoveries) and the previously mentioned EUR 1,349,862
comes from the general IBNR provision.
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6. Additional disclosures when using the standard approach

For the financial institutions which calculate requirements for credit risk, among other things,
using the standard approach the specific disclosures mentioned below must be provided in
accordance with circular PPB-2007-CBP, title XIV, art.XIV.7.

In 2009 the Company performed calculations according to both the standard approach and the
IRB approach, and therefore both approaches are explained in the Pillar 3 disclosures..

The result of these calculations, however, as a result of the transitional (IRB) rules, is replaced
at the end of 2009 by a capital requirement calculated according to Basel I principles.

6.1. Using firating agencieso ratings

The company uses the ratings of the following three rating agencies (EKBI) when
determining the weighting percentages: S&P (Standard & Poors), Moody" and Fitch.

These externally obtained ratings are used with following Basel Il categories.

Table 18: Exposure categories where ratings are used

Exposure category Exposure 31/12/2008 Exposure 31/12/2009
Central governments or central banks 2,901,010,578 4,411,251,119
Multilateral Development Banks 90,149,792 89,951,707
Institutions 7,075,879,007 6,158,658,896
Corporates 167,326,146 1,178,746,547
Securitisation positions 564,767,581 607,612,022

The Company uses the published “standard classifications” to obtain the risk weighted assets
(RWA) on the basis of the ratings of the securities concerned.

6.2. Derivatives

Since 01/01/2008, the Company has used the “approach based on valuation at market value”
for the calculation of capital requirements for its derivatives. The Company used the “original
exposure” method, under Basel I, for its derivatives until 31 December 2007.

There was an exposure of EUR 214,388,865 on 31 December 2009 for the swaps on the
balance sheet. This exposure (potential replacement value) was calculated in accordance with
the method based onthe® ma r k t oaluaienr k et "

The exposure position here is equal to the sum of the following elements: (a) the current
replacement value based on the market value of the transactions with a positive market value
and (b) the potential future credit risk, i.e. the product obtained by multiplying the notional
principal amount (or underlying value) by a relevant percentage.

The percentage is determined as follows based on the remaining duration: one year or less 0
%, one to five years 0.5 % and more than five years 1.5 %.

The exposure of the derivatives (one cap and 16 swaps), each with a financial institution as
counterparty, can be found under the category institutions. The risk weighted exposure
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amount (RWA) amounted to EUR 74,164,607 which led to an capital requirement of EUR
5,933,169 for these derivative products.

Collateral management

There is substantial collateral management for derivatives created or purchased by the
Company. A Credit Support Annex (CSA) from the International Swaps and Derivatives
Association (ISDA) is agreed with each counterparty. These CSA"s are agreed specifically to
minimise the counterparty risk. Changes in market value of the derivatives lead to the
exchange of collateral (in the form of securities or cash).

As of 31 December 2009 there were (nominally) EUR 277,650,000 Belgian government
bonds given as collateral, EUR 259,120,000 cash was transferred as collateral and EUR
139,890,000 cash was received as cash collateral for the 16 previously mentioned swaps.

6.3. Other &redit risk linkedorisks

Counterparty Risk

The assumptions and limits with regard to the counterparties are summarised in the ,financial

risk guidelines*i n t he <chapter “ cmiegki¥ relagsnta limitsqforc e nt r a
investments) per asset class, and also, with respect to concentration risk, by counterparty. The

assumptions and limits with regard to counterparties are also summarised in the ,credit risk

guidelines" in the chapter “concentration risk and concentration limits”.

Collateral

The Company receives collateral as part of its credit lending. It relates mainly to registration
of mortgages on property and financial assets given as collateral for retail credit lending. The
Company has also provided business collateral on its own assets as part of carrying out its
normal activities. In 2009, collateral was provided for repo transactions and in the context of
the derivatives.

Wrong-way risk

The general wrong-way risk is risk that arises when the chance of default of the counterparties
shows a positive correlation with general market risk factors. As previously mentioned in this
document the general policy regarding credit risk and concentration risk appear in the
“finantiahdrf skedi tByapplang this pglicy tlte €dmipanyetrges to
limit these risks where the impact of possible positive correlation with the general market risk
factors is limited by general spread of risk over e.g. several asset classes and several
counterparties.

Equities risk
The Company does not invest in individual shares. As of 31 December 2009 a limited number
of investment fund units and some (historically purchased) shares have been noted as

“financial assets”. These financial assets were classified under the category ,other items" and
were weighted at 150%.
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The other units of investment funds were classified under the category “collective investment
undertakings - CIU”. These units (in investment funds which the company actively promotes)
appeared on the balance sheet with the issue of new sub-funds. The last new sub-fund
appeared on the balance sheet in June 2007 and afterwards the category CIU only moved
thanks to the sale of investment funds. These investment funds are weighted at 100%.
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7. Additional disclosures for the use of the (F) IRB method

7.1. Credit risk 1 (F)IRB approval

The request to use the Foundation Internal Ratings Based approach or (F)IRB to calculate the
capital requirement of the mortgage portfolios was discussed at the Belgian supervisor's
management board meeting of 22 September 2009.

The request was thereby approved for the mortgage portfolios, so the Company has used the
IRB method from reporting date 30 Sept 20009.

The 80% floor determined in the Basel Il transitional provisions is applicable until further
notice. The Company should also apply a 10% LGD floor to all its mortgage loans including
Dutch NHG mortgage loans and further develop its IRB models and risk management
environment (for both lending and operational risk).

Basel Il is an ongoing process that is evolving further within the Company. As in previous
years, systematic efforts will be made in 2010 to meet all regulatory and internal requirements
and to optimise the existing applications.

7.2. Internal rating systems
7.2.1. Structure of the internal rating systems

The Company processes exposures on retail clients (mortgage loans) and mortgage backed
securities (MBS) according to the IRB method.

In order to obtain approval to implement this IRB method, internal rating systems were
developed to estimate the credit risk of the mortgage portfolios. These systems include
model s developed to assess and evaluat
and “Loss GiGbgn Default”™ (L

The PD model allocates a score to each loan dossier. This scoring is based on variables with
associated terms and conditions, which include both product criteria and criteria related to the
borrower. Based on these scores, risk classes are formed. Each risk class is linked to a long-
term PD, which is the historic average insolvency rate, possibly corrected for conservatism or
to be 'forward looking',

The link between the rating and the PD is determined during the calibration process (as part of
the model” development) and is revised and adjusted as part of the annual review.

In order to estimate the extent of the loss, LGD models were developed. The LGD pooling
also takes place on the basis of several variables. An average LGD rate is assigned to each
LGD pool. This means that each outstanding loan in a portfolio is placed in a specific LGD
pool and is assigned the average LGD rate for that particular pool. This estimate takes into
account aspects such as property values and the NHG guarantee (as credit risk mitigation
elements). The historic averages are corrected to take a downturn into account.

The EAD (exposure at default) is the amount owed to Argenta by the client at the time of
default. It includes the following components: the outstanding capital at the time of default;
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the overdue capital repayments and interest from the overdue date to the date of default; the
interest on arrears and the reinvestment fee.

For unused credit lines and quotes in the pipeline, no models were developed to calculate a
"Credit Conversion Factor" as it was decided to use a CCF factor of 100% until further notice.
CCF models estimate the proportion of off-balance liabilities to be included as soon as a client
is in default.

For the MBS portfolio, IRB was, however, applied via an External Ratings Based Approach
in combination with a number of KPIs (Key Performance Indicators).

7.2.2. Integration of the Basel 11 parameters

The adoption of the (F)IRB approach in respect of Basel Il credit risk was realised by
integrating it into the corporate governance policy guidelines, the credit acceptance process,
decision-making process, risk management and internal capital allocation. The credit risk
models applied play an essential role in this process.

The implementation and integration into the operational credit departments of the options
regarding Basel 1l — credit risk in the broad sense - is tracked by means of the use test. This
aspect involves, among other things, implementing models in the operational business and
risk management environment (credit application as well as the Basel Il scoring, measurement
and calculation software).

The “credit r departmentnmeomta@sgtre peefornarice of the models. They
gather the information necessary for monitoring and report on it internally. The tasks of the
credit risk management department and of all other parties involved in the loans process are
described in a policy guideline entitled “credit risk management”.

The operational loans departments are tasked with granting and managing loans in accordance
with the authorisation and acceptance frameworks and the loan approval and management
procedures applicable to each product and/or jurisdiction. These processes and procedures are
also fully Basel Il-compliant, that is, they actively use the PD, LGD and EAD models and
devote the necessary time and attention to an effective integration of all relevant Basel 1l
standards and rules.

This also includes the necessary efforts to both take into account the feedback from the credit
risk management department and to provide own feedback on the use of the models in the
daily loans processes.

The credit risk management department periodically carries out an analysis of the frequency,
reasons and sorts of differences (outliers) between the model outcomes and the standpoints of
those responsible for approving loans. On the basis of these models, they then investigate
whether or not it is necessary to incorporate new risk factors into the models.

7.2.3. Organisation of the IRB implementation process
Initially, an inter-departmental project was launched in order to obtain the supervisory

authorities® aapppoacio Vha divisianfof taské amongd theBarious parties
was clearly outlined in the creditris K management *s policy guideld:@
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The Credit Risk Management department is responsible, over and above the operational
aspects of managing loan defaults, for tasks as described in Article V1.66 of the Circular of 17
October 2006 issued by the Belgian supervisory authority as well as, generally, for first-line
control in the area of credit risk management. The credit risk management department is
responsible, among other things, for the further development of the models, and for the
maintenance and control of internal ratings.

Within the context of governance of credit risk models, and within the projects designed for
this purpose, the cross-company Risk Management department provides assistance for
(further) development of internal models. Support for this process is provided by the Risk
Management Department to loan risk managers, among others, in the form of project
management activities (model development, model implementation). In addition, Risk
Management exercises a second-line control. This includes a critical evaluation of and
implementation of (independent) risk checks of the first-line reports drawn up outside the
Risk department.

7.2.4. Control mechanisms for the IRB model process

The validation process of the models is initially carried out by an external party, and

thereafter taken over by the internal validator (validation unit) which reports directly to the
chairman of Argenta Group®s Management Comn
independent of both the business and the developers/modellers.

The initial validation had as its aim to determine whether the model design fitswi t h  Ar gent a
vision of risk policy (risk assessment, risk mitigation, controls), whether the model is
methodologically correct and consistentwithAr gent a“s policy, and fina
complies with the regulations.
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After approval, the models were implemented in the systems. The implementation validation

aims to investigate whether the implemented model is the same as the one that was initially

developed and approved. The implementation validation concerns both the implementation
within the organisation as well as tHhe tech
environment, with particular attention to the use test aspects.

Once the model is in use, it is important to know whether the model continues to work
satisfactorily. The monitoring of the performance of the risk model includes, among other
things, a comparison of model predictions with actual performance. The Company
determines, by means of internal standards, whether the differences between model
predictions and actual performance are acceptable.

The credit risk management department analyses (as already noted) the frequency, reasons
and sorts of appeals against the model outcomes and the way these are handled. It also draws
up a (generally) annual review report on the models. The review report proposes plans for
optimisation of model performance via targeted actions such as, for instance, the addition of
additional variables. As a result, adjustments or recalibrations are applied to the models.

Internal audit

Internal audit has, in the course of the past few years, carried out continuous audits regarding
Basel Il —Pillar 1 — credit risk. The audits are carried out on the basis of a work programme
set up by internal audit on the basis of Circular PPB-2007-1- CPB (Article V1.67), and covers
all the minimum requirements which an internal ratings-based approach must meet.

The internal audit department is of course responsible for determining whether a bank that
wishes to qualify for an advanced approach to credit risk under Basel Il meets all the
minimum requirements set out in Circular PPB-2007-1- CPB. To this end, the department
draws on the services of independent in-house and outside experts as well as using the results
of the validator, after having audited the validation processes.

The validator here plays the role of a party who is independent of model development and of
the business which the credit risk model validates. The task of the validator is clearly defined
and described in detail in a model management governance context.

Stress tests

Besides implementing and reporting on the backtesting of the internal measurement systems
used to determine the PD, LGD and EAD, Credit Risk Management works in collaboration
with the Risk Management to conduct a series of stress tests.

Stress testing is the measurement of the effects of serious but realistic economic conditions on
t he instituti o nesultsofdhe stressgestsrptoviide ihsightinto thE &ffects of
potential wunfavourable economic devel opments

The stress tests are conducted on credit risk in the three mortgage portfolios with the
following aims: (a) determining theeffects on capi t al adequacy, t he
level of potential losses (b) determining the extent to which a buffer needs to be set up in
order to cushion stress scenarios (c) gaining insight into the relationship between macro-
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economic variables that have a decisive impact on the credit risk and (d) fulfilling the
requirements set by the supervisory authority.

The stress tests are conducted in order to be able to assess the consequences of shocks to the
mortgage market. In this regard, the Company is sensitive to a fall in house prices, rising
unemployment, a decline in purchasing power and a rise in interest rates.

7.3. Models developed i retail customers

The Company has developed three overall models for mortgage loans. One of these was
designed for the portfolio of mortgage loans initiated by the branch network of Argenta
Spaarbank (Aspa). This model has a PD model with seven model variables and one LGD
model based on historical averages.

A second model was developed for the CBHK portfolio, which is the portfolio constituted via
the CBHK b r o k e r s."The @hnaodelnwasldeveloped in this case with six variables and
the LGD model is based on historical averages.

Finally, a third model was developed for mortgage loans granted in the Netherlands,
consisting of a PD model that was made up of two variables, one of which is based on 12
items of information available at the beginning of the life of a loan and one LGD model. As
far as the management and administration of the mortgage portfolio in the Netherlands is
concerned, the Company uses two service providers, namely, Stater NV and Quion.

An important distinguishing feature in calculating the LGD of the Dutch mortgage loan
portfolio is the NHG guarantee. The National Mortgage Guarantee is a guarantee that
someone in the Netherlands can receive if he/she takes out a mortgage loan to buy or build a
house. The NHG means that when concluding a mortgage loan, the Homeownership
Guarantee Fund (WEW) guarantees the loan. The borrower pays a one-time premium for this
guarantee.

Pooling —allocation to risk classes
The individual risk positions are allocated to 30 risk — PD — classes (11 PD classes for Aspa
loans, 8 PD classes for CBHK loans and 10 PD classes for the Dutch sub-portfolio). Together

with the last PD class — the default class —there are 30 PD classes in total.

Each class or pool consists of loans with a similar risk profile. The best risks are those in class
1, the worst in the lowest class (the default class).

In order to determine the number of risk classes, an iterative process is used that makes an
initial breakdown into evenly spread various risk classes, and then splits the risk class with the
most instances in two.
Further roll-out plans
During the IRB approval process, regular discussions were held with the supervisory authority

on the current and future models to be developed for specific exposure categories and Basel Il
parameters.
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In the further development of the IRB framework, the emphasis will be first and foremost on
further refining the existing models and developing a model for exposure to (credit)
institutions and corporates, and a model for personal loans.

7.4. Risk position on retail mortgage portfolio

The table below gives an overview of the exposure, average PD, average LGD, RWA and
average risk weight of the mortgage portfolios as at 31/12/2009.

Table 19: Overview of (mortgage) exposure according to the (F)IRB method

31/12/2009 exposure avg PD % | avg LGD % RWA avg RW %
Total exposure 18,278,559,075 2.23 8.4911,830,604,972
- balance sheet items 18,120,966,424 2.23 8.531,814,492,957 10.01 %
- provisions -24,556,376
- off-balance sheet items 182,149,027 1.88 4.44 16,112,015 8.85 %

This table contains the actual LGD percentages. For the RWA calculation, however, account
is taken of the required LGD floor of 10% instead of the actual one.

As regards the off-balance sheet items (which consist of unused credit lines and binding offers
»,1n the pipeline" ol00%Busslt andard CCF factor

The following table provides the calculated expected loss (EL) for each sub-portfolio, taking
account once again of the actual LGD and the LGD floor of 10%.

Table 20: Overview of EL calculated for each sub-portfolio

31/12/2009 ASPA CBHK Netherlands Total
Total provisions included 7,765,750 12,795,192 3,995,434 24,556,376
EL act LGD 9,444 518 23,387,510 9,589,474 42,421,502
> non-defaults 1,678,769 10,592,318 5,594,040 17,865,126
> defaults 7,765,750 12,795,192 3,995,434 24,556,376
EL LGD floor 12,383,233 23,387,510 10,380,815 46,151,559
> non-defaults 4,617,484 10,592,318 6,385,382 21,595,183
> defaults 7,765,750 12,795,192 3,995,434 24,556,376

This table also includes the individual provisions which were included in the IRB models (a
total of EUR 24,556,376).

As at 31/12/2009, the total EL (using the effective LGD) for both defaults and non-defaults
was EUR 42,421,502. Taking into account the LGD floor of 10%, there was an EL of EUR
46,151,559 (as included in equity capital table 90.04).

For the individual credits included in the lowest PD class (the default class), individual
provisions of EUR 24,556,376 were made. Since 2008, a collective IBNR provision has also
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been made for those portfolios for which IRB models were developed. This IBNR provision
amounted to EUR 3,367,715 as at 31/12/2009, as a result of which the total amount of
provisions set aside for the credits in question came to EUR 27,924,091.

By applying the 80% floor, the risk weighted assets (RWA) and capital requirements under
Basel 11 were in fact “overruled” by the capital requirements calculated according to the Basel

| principles (see table below).

Table 21: Capital requirement as at year end

Basis for calculation 31/12/2008 31/12/2009
Credit risk standard method 548,317,550 154,431,702
Credit risk IRB method 0 146,448,398
Securitisation STA 9,305,785 1,263,191
Securitisation IRB 0 3,421,862
Operational risk 31,156,757 33,879,424
Total capital requirement 588,780,092 339,444,577
Capital requirement according to Basel | principles 660,886,312 692,764,434
Application of the 80% floor 554,211,547
Effective capital requirement 588,780,092 554,211,547
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8. Disclosure of off-balance items

The off-balance sheet items can be classified in two groups in accordance with the calculation
of the risk weight volume of credit risk:

- off-balance sheet items with as most important categories guarantees provided, loan
commitments and unused portions of credit lines;

- derivatives: the Company only ever has derivatives (one cap and 16 swaps on
31/12/2009) which are concluded within the framework of hedging positions.

There are several methods to calculate the weighted risk volume for the items mentioned. For
the derivatives the Company uses the approach based on valuation at market value. This
calculation approach was already presented in chapter 6.2. Derivatives.

Other than the swaps agree within the context of securitisation operations (see chapter 10.
Securitisation disclosures) there are only derivatives that are agreed for hedging interest rate
risk.

For the other off-balance sheet items Basel Il provides for the use of conversion factors (CCF
or Credit Conversion factor). This conversion factor amounts to 50% or 100% for the
guarantees (depending on the type of guarantee). With this CCF the risk position is reduced to
a lower risk volume than what appears on the balance sheet.

Loan commitments and the unused portion of agreed credit lines are the parts of loans not yet
taken up. The conversion factor used can be 0%, 20%, 50%, 75% or 100% (depending among
other things on the approach and product type).

In addition to the risk position of EUR 214,388,865 fort h é e r, i v ,ahere wae asrisk
position of EUR 687,359,631 for other off-balance sheet items on 31 December 2009. These
consisted of guarantees of a value of EUR 2,923,095 (hon-loan replacement guarantees) and
EUR 7,995 (loan replacement guarantees). In addition, there were EUR 400,125,541 in loan
commitments and unused portions of agreed credit lines and EUR 284,303,000 in assets given
as collateral.

Table 22: Breakdown of exposure, weighted risk volume and capital requirements for off-
balance sheet items (excluding derivatives) by credit conversion factor (CFF)

Credit conversion factor IRB 20% 50% 100% total
Exposure 182,149,027 | 198,274,447 22,625,162 284,310,995 687,359,631
Weighted risk volume 16,112,015 7,930,978 5,656,291 152,398,139 182,097,422
Capital requirements 1,288,961 634,478 452,503 12,191,851 14,567,794
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9. Interest rate risk i an additional disclosure

Additional information about interest risk was already provided in chapter 2. Risk
management (see financial risk — market risk). More information (in figures) can also be
found in the IFRS financial statements for 20009.

In this chapter further information is given about the assumptions used by the Company for
the monitoring and management of interest rate risk. Moreover the Company calculates and
reports quarterly the interest risk linked to non-trading activities according to the directives of
the supervisory authority CBFA (table 90.30 in accordance with circular PPB-2006-17-CPB).

Interest rate risk is defined as the current and future exposure of the profitability and the
equity of an institution in the event of unfavourable interest rate movements.

T h éanking book" consists of all interest-bearing components of the balance sheet of the
institution which do not belong to the trading portfolio. Non-interest-bearing assets (including
non-interest-bearing elements of the required regulatory equity of the institution) are not
included in the banking book. The interest-bearing assets of the Company belong exclusively
to the banking book.

All choices and assumptions for measuring interest rate risk in the model are in principle
based on economic variables and expectations. When measuring interest rate risk both from
an income perspective (by looking at the interest earned) and from an economic value
perspective must be able to be reported.

T h eecorfomic value of the banking book can be defined as “t he al gebraic
expected cash flows of the assets in the banking bookdiscounted at applicable market interest
rates over their interest-bearing life”.

“Interest earnings is the difference between interest income and interest charges”. At
consolidated level market value variations of derivatives which are presented in the P&L are
taken into account. As from 1 October 2008 hedge accounting (fair value cover for a portfolio
hedge of interest rate risk) has actually been applied for swaps concluded for the purposes of
interest risk management.

Equity sensitivity is the exposure of the economic value of the enterprise to unfavourable
interest rate movements and income sensitivity is the exposure of the (interest) income of the
institution to the same unfavourable interest rate movements.

Variations in economic value in an interest sensitive enterprise are strongly dependent on the
duration gap, which is the difference between the duration (average life of an interest-bearing
instrument where, in addition to the maturity date of the capital, the timing of the coupons is
also taken into account) of all assets and the duration of all liabilities, also known as
“mi smatch”. T h e gthe gyraaterethre interdstesensitivitys Beaatise df its
simplicity, the duration gap is used when reporting interest risk alongside economic value and
interest earnings.

All material sources of interest risk are included. This implies that internal systems are able to

capture all interest sensitive assets and liabilities as well as interest sensitive off-balance sheet
items.
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The Company uses t-bueeasafbasis for aatcudating fatdreecdsh flswv a p
This choice is justified as reflecting a “market consensus” about the future trends of interest
rates. The Company assumes that this market data develops in an efficient market and that it

is the best predictors of the future.

However, in the Alco, it can always be decided to move away from this . If that happens, it
will be clearly explained to the management board, which will ratify the decision, and report
it to the board of directors.

The swap-curve of the reporting date is used for the calculation of economic value. A margin
is not applied to swap rates; neither for assets, nor liabilities.

The interest risk management system must be able to calculate the impact of well-defined
(stress) scenarios. These scenarios depart from the same customer behaviour, a “normal”
increase in total assets, spread over the products as defined in the business plan and the most
current forecast for the current year.

Assumptions concerning the behaviour of deposits with no fixed maturity

For liabilities which in principle are callable daily, but for which it is clear from customer
behaviour that they (on average) continue to remain for a considerable amount of time on the
accounts concerned, despite relatively important movements in market interest, the following
durations were determined for the purposes of economic value calculation:

a) Regulated savings account: 2 years;
b) Current account: 5 years;
c) Savings accounts in the Netherlands: 3 months.

For the same products with respect to interest income, the following tariff adjustments are
applied, given a certain movement of market interest rates:

a) Regulated savings account: 70% of the market interest fluctuations with a delay of 6
months compared to the market interest fluctuation;

b) Current account: not sensitive to market interest rate fluctuations for 5 years;

c) Savings accounts in the Netherlands: immediately applicable.
Assumptions concerning6 e mb e d d e d yidddond, maertgage loans)
For the purposes of interest rate risk management Aspa reembedded bwboi bn
The first option for the customer is covered in the yield bonds, where the customer has the
choice to either cut the coupons, or to capitalise them. For future behaviour the model is based
on the actual behaviour over the last 12 months.

A second option concerns the possibility of customers repaying their mortgage loan early for
a low penalty. In the defined model the option is taken into account as follows:

a) for mortgages in Belgium an internally developed model is used;
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b) for mortgages in the Netherlands (until further notice) fixed prepaymenbehaviour of
10% is assumed.

Explicit optionsare preferably treated on the basis of economic reality. This means valuation
according to market value and recognition of real cash flow in the income statement.

Treatment of @ipeline riskd

In the period between the approval of a mortgage loan and execution of the legal documents,
market interest rate fluctuations can influence the interest rate at which the mortgage loan is
eventually completed. In the case of rising interest rates, the customer is still able to enjoy the
tariff which was valid when the mortgage loan was requested. On the other hand in the case of
decreasing market interest rates, the customer can opt for the tariff which applies just before
the legal documents are executed.

In this period, in which loans have been promised for which the rate is not yet certain,
pipeline risk arises. In the model, pipeline risk is taken into account by always using the
lowest tariff for new products from the last three months and the current month.

The financial department of the Company reports interest risk weekly and monthly at
corporate level and quarterly at consolidated level. As there are no other investments than in
EUR, reporting is limited to EUR reporting.

10. Internal Capital Adequacy Assessment Process (ICAAP)

The dynamic growth of the financial markets and the increasing use of more complex banking
products have brought huge c éndrongieats These o t he
challenges require capable people, processes and systems in order to limit and adequately

control the risk position of the Company.

As well as describing the methods for calculating the regulatory capital requirements
(quantitative requirements), the Basel Il accord lays increased emphasis on risk management
and integrated group-wide management (qualitative requirements).

The Company is required to implement adequate procedures and systems in order to ensure its
capital adequacy in the long term by taking all material risks into account.

The aim of risk management at the Argenta Group is to ensure an optimum capital structure is
in place, and risk management equal to the level of the largest market participants, which also
meets legal equity capital requirements on an ongoing basis.

The execution of the business plan to ensure that sufficient capital is available on an ongoing
basis in order to follow through on planned growth is a core concern here.

ICAAP (Internal Capital Adequacy AssessmentPolicy) i ncl udes all the ban
calculations used to ensure the following aspects:

- correctly identify and measure the risks of the group;

- sufficient internal capital in comparison with the risk profile of the bank;
- make use of professional risk management systems and develop these further.
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This includes respecting , the own capital requirements of the Bank Pool, and all its parts, in
all circumstances (stress scenarios) and with a sufficient degree of certainty. This is expressed
by the economic capital, where the various risks are taken into account. The economic capital
will be one of the most important pillars of future policy.

A detailed policy was created for “1 CAAP” (i
Circular PPB-2007-15-CPB-CPA to credit institutions and investment companies relating to
specific prudenti al expectations as to the

(ICAAP)). The overall risk appetite of shareholders is translated into targets for capital levels,
the desired capital structure and the capital distribution within the Bank Pool.

The ICAAP guidelines are the absolute fundament and base philosophy for implementation of
t he Comp any irspecificanferpratation, in dthrerevords the selection and adequacy
of the methods, is done completely in line with the complexity (or rather simplicity) and scale
of the Company. The complexity, or rather simplicity, of the Company is an important point,
which will be covered in detail in a chapter on proportionality principles.

The aim of this ICAAP guideline is, on the one hand, to have an internal and very transparent
policy guideline regarding capital management, and on the other hand, to develop a mutual
under standi ng b et avagement and thesup&wson(p) avith ye§arsis tonthe
practical ICAAP implementation.

After calculation of the required economic capital, there is the SREP process (Supervisory

Review and Evaluation Procgsthes u p er v i s o r cgntroh puotess of the workihgs

of the ICAAP process. In practice the SREP deals with the control and evaluation of the
Company®“s | CAAP, the result of an independe
preventative measures and other actions by the supervisory body.

The ICAAP file has been submitted to the supervisory authority. The SREP process, a
continuous process, has therefore started.
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11. Securitisation disclosures

11.1 Securitisation policy

The Company has implemented two securitisation transactions since 2007. The operational
framework and the policy to be able to carry out securitisation transactions were developed
mid 2007, resulting in a first successful securitisation in September 2007. In December 2008,
a second securitisation transaction was finalised.

Both securitisation transactions related to the securitisation of a portfolio of Dutch residential
mortgage loans with NHG (Dutch Mortgage Guarantee) guarantee via a Dutch Special
Purpose VehicléSPV) Green Apple.

The goal of the first securitisation was to attract new financing (tap into a new source of
funding) aimed at improving the liquidity position.

The goal of the second securitisation was to turn mortgage credits into ECB eligible assets.
This was clear from the fact that the Company itself bought all the bonds (issued by SPV
Green Apple).

At a consolidated level the second securitisation transactions issued by Green Apple can no
longer be found on the balance sheet as they are eliminated on consolidation of the company.

The two securitisation operations performed were carried out for funding as well as for
liquidity reasons (liquid assets). There has not yet been a securitisation transaction with the
intention of being able to obtain lower capital requirements.

Main characteristics of the securitisation transaction SPV Green Apple 2007-1 NHG

- securitisation of 1.5 billion Dutch residential NHG mortgage loans;

- issue by SPV Green Apple of three classes of bonds (GAPPL 2007-1 A XS0322161026,
GAPPL 2007-1 B XS0322161299 and GAPPL 2007-1 C XS0322161299);

- front- and BtB swap of nominal EUR 1.5 billion with ABN AMRO as counterparty;

- revolving period of 7 years: possibility of purchasing back loans;

- purchasing of tranches B and C by the Company itself.

Main characteristics of the securitisation transaction SPV Green Apple 2008-1 NHG

- securitisation of 1.975 billion Dutch residential NHG mortgage loans;

- issuing by SPV Green Apple of three classes of bonds (GAPPL 2008-1 A XS0406581495,
GAPPL 2008-1 B XS0406581735 and GAPPL 2008-1 C XS0406582030);

- amortising front- and BtB swap of nominal EUR 1.975 billion with RBS as counterparty;

- no revolving period: early repayments of loans resulting in the sequential repayment of
bonds issued

- purchasing of tranches A, B and C by the Company itself.
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11.2. Role in securitisation transactions

The company is active in several roles with respect to securitisation operations. As initiator
(originator) of securitisation operations the Company (seller) sells the loans to the issuer.

In the case of the two securitisation operations initiated by the Company, the issuer was a
Special Purpose Vehicle (SPV), set up under Dutch legislation, called Green Apple BV. This
company bought credits and issued debentures to be able to pay for this purchase.

For the securitisation operations of Green Apple SPV, Fitch Ratings Ltd was
(www.fitchratings.com) appointed as the rating agency (EKBI).

The administration of the SPV Green Apple is performed by ATC management services, an
independent Dutch company specialised in securitisation operations and trust management.

For both securitisation transactions the Company granted Green Apple a subordinated loan
(subordinated loan provider); EUR two million with the first securitisation transaction, and
EUR one million with the second securitisation transaction, under the conditions set out in the
Subordinated Loan Agreement.

The company purchased the junior notes for an amount of EUR 13,500,000 in the first
securitisation transaction Green Apple 2007-1 (investor junior notes). With the second
securitisation transaction of the SPV Green Apple all notes issued were bought by the
Company itself.

The servicing of the portfolios is performed by the Company for both securitisation
transactions, which, however, delegated this power to Stater Nederland BV and Quion BV
(who were already responsible before the securitisation for the servicing of the related Dutch
NHG mortgage loans).

For both operations SPV Green Apple closed an interest rate swap with a counterparty (ABN
AMRO — RBS), who will receive a quarterly the (fixed) interest on the loans (minus specific
costs) from the SPV and in exchange will pay the variable interest on the issued notes. The
external counterparts concerned concluded a back-to-back (BtB) swap with the Company.

More detailed description of all aspects of the two securitisation transactions is found in the
Structured Finance documentation created by Fitch, the rating bureau concerned. The notes
are also listed on the Luxembourg stock exchange (so more information can be found based
on the ISIN codes).

The company is in addition involved to a limited extent in securitisation operations in its role
as investor.

11.3. Basel Il approaches applied

The company applies the internal rated based (IRB) approach for calculating the capital
requirements for the (purchased) securitisation securities. SPV Green Apple is consolidated
entirely under IFRS, so that the underlying Dutch mortgage loans with NHG guarantee return
to the balance sheet.
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Under the Basel | and Il regulations, the Company must hold capital (on both solo and
consolidated levels) for the portion of loans not guaranteed, as a result of the annuitized
payments of the NHG.

By selling the portfolio, it has not booked any capital reversals, since the loans sold to Green
Apple were also included at solo | evel i n th

11.4. Accounting policies

Securitisation can take the form of a sale of the assets involved to special purpose vehicle or a
transfer of the credit risk by means of loan derivatives. An SPV issues tranches of securities to
fund the purchase of assets.

The financial assets involved in a securitisation are no longer fully or partially accounted for
if the Company transfers virtually all risk and income from the assets or parts of the assets.

11.5. Securitisation (as part of the investment portfolio)

Besides the securitisation transactions performed by the Company itself and described above,

as part of its investment policy the Company has a number of asset-backed securities. From

30/09/2009 (Basel 1I) they are processed according to the IRB approach under the risk

position category securitisation positions. Based on the rating of the securities involved, they

are assigned a weighted rngtrkn mapang: ctandardisedy e ac c
approach” for securitisation.

As already explained, these calculations were, however, “overruled” by the floor of 80% on
the capital requirement calculations using Basel | principles during the IRB transitional
period.

The overview below gives a geographical overview of securitisation positions purchased (as
investments).

Table 23: Geographical classification of securitisation positions

Exposure category Country Exposure
MBS BE 100,120,166
MBS ES 136,099,569
MBS IE 22,884,297
MBS IT 2,146,999
MBS NL 308,724,366
ABS IT 2,297,462
ABS LU 10,328,209
ABS us 25,010,956
Total securitisation positions 607,612,022

The following table gives an overview of the securitisation positions involved with an
indication of theirratings , t h e i r défaeltk (RADS andthe total tapital requirements
for these securitisation positions.

48



The rating of rating agencies S&P (Standard & Poors), Moody" and Fitch were obtained on
Bloomberg and fed into an internally developed risk engine which calculated the required
equity, based on publicised calculation methods.

The securitisation portfolio on 31/12/2009 is made up of ABS (Asset Backed Securities) for a
total amount of EUR 37,636,626 and MBS (Mortgage Backed Securities) for a total amount

of EUR 569,975,396.

Table 24: Overview ratings, EAD and capital requirements of securitisation positions

Rating S&P | Rating MDY | Rating FIT ABS MBS Total
AA Aal (blank) EAD 12,130,048 12,130,048
Capital 82,290 82,290

AAA Aa2 AA+ EAD 6,654,441 6,654,441
Capital 45,144 45,144

Aaa AAA EAD 25.010.956 | 108,697,509 | 133,708,465

Capital 400.175 645,228 1,045,404

(blank) (blank) EAD 70,279,348 | 70,279,348

Capital 417,178 417,178

(blank) Aa2 AA- EAD 2,297,462 2,297,462
Capital 36,759 36,759

AAA EAD 10,015,484 10,015,484

Capital 67,945 67,945

Aaa AAA EAD 139,551,706 | 139,551,706

Capital 828,379 828,379

(blank) EAD 86,326,883 | 86,326,883

Capital 512,436 512,436

Aa3 AAA EAD 16,586,861 16,586,861

Capital 112,525 112,525

AA+ Aaa AAA EAD 30,396,212 | 30,396,212
Capital 180,432 180,432

BBB+ (blank) BBB+ EAD 10.328.209 10.328.209
Capital 826.257 826.257

Total EAD (exposure at default) 37,636,626 | 569,975,396 | 607,612,022
Total capital requirement 1,263,191 | 3,421,862 4,685,053

After application of weighting percentages to the EUR 607,612,022 securitisation positions
bought, and application of the required 8%, a capital requirement of EUR 4,685,053 was
derived for these purchased securitisation positions.

Securitisation positions were screened as part of IFRS impairment tests on 31/12/2009. On the
basis of this research (which was based in part on periodic reports of the issued securities) it
was concluded that no impairment needed to be booked.

The portfolio of securitised positions had a (net) growth from a risk exposure of EUR
564,767,581 as at 31/12/2008 to EUR 607,612,022 as at 31/12/2009.
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12. Final disclosure

The Company currently uses the standard approach as well as the (F)IRB method for
calculating capital requirements. As a result of implementing transitional measures during
transition from the standard method to the IRB method, calculations as per Basel | were again
of considerable importance.

The Company did not make use of the AMA method (operational risk), so no additional
disclosures are included concerning these subjects (title XIV, chapter 2, art. XIV 8 8§ 1, § 2
and § 3 of the circular PPB-2007-CPB of the Belgian supervisor CBFA).

The loan risk reduction techniques used (funded and not fully funded) are explained in
Chapter 5.3. Credit risk mitigation.

The above (not externally audited) disclosures are given in the context of Basel Il pillar 3 and
are published in Dutch and English on the Company website www.argenta.be.

The Dutch version is the original; the English version is an unofficial translation. The
Company warrants that every reasonable effort has been made to avoid any discrepancies
between the different language versions. However, should such discrepancies exist; the Dutch
version will take precedence.

Queries related to the distribution of these reports can be addressed to:
Argenta Bank- en Verzekeringsgroep nv

Central staff and communication
Belgiélei 49-53

B-2018 Antwerp

Belgium

Tel: + 32328551 92

Fax: + 32 3 28556 61
www.argenta.be
Lutgarde.vanhaeren@argenta.be
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