Corporate Governance at AMG (2010)
General

AMG Advanced Metallurgical Group N.V. is a company organized under Dutch law (“AMG” or the “Company”) and is the parent company of the AMG Group. The Company was established in 2006 as the holding company for the AMG Group companies and its shares were first listed on the Euronext Stock Exchange in Amsterdam in July 2007.

In this report the Company, as a Dutch listed company,  sets forth its overall corporate governance structure and the extent to which it applies the provisions of the Dutch Corporate Governance Code (as amended most recently by the Corporate Governance Code Monitoring Committee issued on December 10, 2008 (hereafter “Dutch Corporate Governance Code”). The Dutch Corporate Governance Code can be downloaded from www.corpgov.nl. 
The Supervisory Board and the Management Board, which are responsible for the corporate governance structure of the Company, hold the view that the vast majority of principles set forth in the Dutch Corporate Governance Code as applicable during 2010  is being applied, while certain deviations are discussed and explained hereafter.  A full and detailed description of AMG’s compliance with the Dutch Corporate Governance Code can be found on AMG’s website (www.amg-nv.com) under the chapter Corporate Governance..
Annual Accounts and Dividend

The Management Board and the Supervisory Board have approved AMG’s audited (consolidated) financial statements for 2010. Ernst & Young Accountants LLP audited these financial statements.  

The audited financial statements will be submitted for adoption to the General Meeting of Shareholders.  

AMG’s dividend policy is to retain future earnings to finance the growth and development of its business. As a result, the Management Board does not anticipate that AMG will pay any dividends for the foreseeable future. The dividend policy will, however, be reviewed from time to time.  Payment of future dividends to shareholders will be at the discretion of the Management Board subject to the approval of the Supervisory Board after taking into account various factors, including business  prospects, cash requirements, financial performance, new product development, expansion plans, the terms of the Company’s financing facilities and the compliance with applicable statutory and regulatory requirements. Additionally, payment of future dividends or other distributions to shareholders may be made only if the Company’s shareholders’ equity exceeds the sum of the issued share capital plus the reserves required to be maintained by law.
Shares and Shareholders’ Rights

As of December 31, 2010, the total issued share capital of AMG amounts to EUR 550,077,70 consisting of 27,503,885 ordinary shares of EUR 0.02 each. Each ordinary share carries one vote. The ordinary shares are listed on Euronext Amsterdam. The ordinary shares are freely transferable.  
The Company was advised by Safeguard International Fund LLP (“SIF”) on September 2,2010 that SIF had successfully completed the distribution and transfer of its 26,6 percent shareholding in the Company to certain of the partners of SIF and other investors. As a result SIF ceased to be  a shareholder in the Company effective from September 30, 2010.  In addition, as result of the distribution by SIF of its shareholding in the Company, Dr. H.C. Schimmelbusch, CEO and Chairman of the Management Board of the Company and general partner of SIF, acquired 229,247 ordinary shares in the Company bringing his total shareholding in the Company as of December 31, 2010 to a total of 258,397 ordinary shares.

Pursuant to the Financial Markets Supervision Act (Wet op het financieel toezicht) and the Decree on Disclosure of Major Holdings and Capital Interests in Securities-Issuing Institutions (Besluit melding zeggenschap en kapitaalbelang in uitgevende instellingen), the Authority Financial Markets (Autoriteit Financiele Markten) has notified the Company that it had been notified about the following substantial holdings ((> 5%)  in ordinary shares of AMG:

As of February 28, 2011

C. Leone/Luxor Management LLP

15,04%

Hunter Hall Investment Management Ltd 
  5.10%

Morgan Stanley Inc. 



  5.07%
Introduction of  Preference Shares

The General Meeting of Shareholders approved in its meetings of May 12, 2010 and July 6, 2010 that the Articles of Association of the Company would be changed in order to introduce a new class of preference shares which may be issued and used as anti-takeover device in order to safeguard the interests of the Company and its stakeholders in all those situations where the Company’s interests and those of its stakeholders  are at stake including but not limited to situations in which non-solicited public offers are made. 

The preference shares carry equal voting rights as ordinary shares and are entitled, if distribution to shareholders is permitted, to a fixed dividend equal to  EURIBOR for deposit loans of one year increased with maximum of 400 basis points as determined by the Management Board of the Company and subject to approval by the Supervisory Board. The Articles of Association of the Company have been amended on July 6, 2010 and now provide for an authorized share capital of 65,000,000 ordinary shares and 65,000,000 preference shares.

Stichting Continuïteit AMG

In line with Dutch law and corporate practice, on 6 July 2010, the Stichting Continuïteit AMG (the “Foundation”) was established in Amsterdam, the Netherlands, having as its main objective to safeguard the interests of the Company  and its stakeholders.

Under the terms of an option agreement dated December 22, 2010 between the Company and the Foundation, the Foundation has been granted an option pursuant to which it may purchase a number of preference shares up to a maximum of the total number of ordinary shares outstanding at any given time. Notification by the Foundation that it wishes to exercise its rights, should a third party ever seem likely in the judgment of the Foundation to obtain (de facto ) control of the Company, will result in the preference shares effectively being issued. 

The main objective of the Foundation is to represent the interests of the Company and of the enterprises maintained by the Company and the companies affiliated with the Company in a group, in such a way that the interests of the Company and of those enterprises and of all parties involved in this are safeguarded  in the best possible way, and that influences which could affect or undermine the independence and./or continuity and/or identity of the Company and those enterprises in breach of those interests are deterred to the best of  the Foundation’s ability. 

In the event of (an attempt at) a hostile takeover or other attempt to obtain (de-facto) control of the Company , this arrangement will allow the Company and its Management Board and Supervisory Board to determine its position in relation to the third  party and its plans, seek alternatives and defend AMG’s interests, from a position of strength. The members of the self-electing Board of the Foundation are independent from the Company and consist of Mr. H de Munnik, Chairman and Mr W.G. van Hassel and Mr. H. Borggreve as members. No AMG Board members or officers are represented on the Board of the Foundation.

Voting Rights

There are no restrictions on voting rights of ordinary and preference shares. Shareholders who hold shares on a predetermined record date (mandatory fixed at the twenty-eighth day prior to the day of the General Meeting of Shareholders) are entitled to attend and vote at the General Meeting of Shareholders regardless of a sale of shares after such date.
As far as known to AMG there is no agreement involving a shareholder of AMG that could lead to a restriction of the transferability of shares or of voting rights on shares, except as detailed  below.

Management Board 

The executive management of AMG is entrusted to its Management Board which is chaired by the Chief Executive Officer. The Articles of Association provide that the number of members of the Management Board shall be determined by the Supervisory Board. The members of the Management Board are appointed by the General Meeting of Shareholders for a maximum term of four years and may be reappointed for additional terms not exceeding four years. The Supervisory Board is authorized to make a non-binding or binding nomination regarding

the appointment of members of the Management Board.  In the event of a binding nomination, the General Meeting of Shareholders appoints from a nomination of at least the number of persons prescribed by Dutch law (currently two) made by the Supervisory Board. A binding nomination means that the General Meeting of Shareholders may only appoint one of the nominated persons, unless the General Meeting of Shareholders rejects the nomination

by an absolute majority (more than 50% of the votes cast) representing at least one-third of the issued share capital.  If the Supervisory Board has not made a nomination, the appointment of the members of the Management Board is at the full discretion of the General Meeting of Shareholders. The General Meeting of Shareholders and the Supervisory Board may suspend a member of the Management Board at any time.

A resolution of the General Meeting of Shareholders to suspend or dismiss a member of the Management Board requires an absolute majority (more than 50% of the votes cast), representing at least one-third of the issued share capital, unless the Supervisory Board has proposed the suspension or dismissal to the General Meeting of Shareholders, in which case an absolute majority is required but without any quorum requirement.

The Management Board follows its own Rules of Procedure concerning the procedures for meetings, resolutions and similar matters. These Rules of Procedure are published on the Company’s website.  

The Company has rules to avoid and deal with conflicts of interest between the Company and members of the Management Board. The Articles of Association and the Rules of Procedure state that in the event of a legal act or a lawsuit between the Company and any of the members of the Management Board, the Company shall be represented by any other non-conflicted members of the Management Board or by a Supervisory Board member designated by the Supervisory Board. In addition, it is provided that the respective member of the Management Board shall not take part in the decision making and voting in respect of such legal act or lawsuit,or any other subject whereby the respective member of the Management Board has a conflict of interest which is of material significance to the Company, and that any such legal act or subject require the approval of the Supervisory Board.

The Rules of Procedure of the Management Board establish further rules on the reporting of (potential) conflicts of interest.

Supervisory Board

The Supervisory Board supervises the Management Board and its policies and the general course of affairs of the AMG Group. Under the two-tier corporate structure under Dutch law, the Supervisory Board is a separate body that is independent of the Management Board.  Members of the Supervisory Board can neither be members of the Management Board nor an employee of the Company. The Supervisory Board in discharging its duties, will act in the interests of the Company and AMG Group taking into account the interests of all of the Company’s stakeholders. The Supervisory Board discusses and approves major management decisions and the Company’s strategy.

The Supervisory Board has adopted its own Rules of Procedure concerning its own governance, committees, conflicts of interest etc. The Rules of Procedure are published on the Company’s website and include the charters of the committees to which the Supervisory Board has assigned certain preparatory tasks, while retaining overall responsibility. These committees are the Remuneration Committee, the Selection and Appointment Committee and the Audit Committee.  The Supervisory board shall be assisted by the Company Secretary of the Company who shall be appointed by the Management Board after approval of the Supervisory Board has been obtained.  The number of members of the Supervisory Board will be determined by the General Meeting of Shareholders with a minimum of three members. Members of the Supervisory Board shall be appointed for a maximum term of four years and may be reappointed for additional terms not exceeding four years. Unless the General Meeting of Shareholders provides otherwise, a member of the Supervisory Board cannot be reappointed for more than three terms of four years.
The Supervisory Board is authorized to make a binding or non-binding nomination regarding the appointment of the members of the Supervisory Board. In the event of a binding nomination, the General Meeting of Shareholders appoints the members of the Supervisory Board from a nomination of at least the number of persons prescribed by Dutch law (currently two) made by the Supervisory Board. A binding nomination means that the General Meeting of Shareholders may only appoint one of the nominated persons, unless the General Meeting of Shareholders rejects the nomination with an absolute majority (more than 50% of the votes cast) representing at least one-third of the issued share capital. If the Supervisory Board has not made a nomination, the appointment of the members of the Management Board is at the full discretion of the General Meeting of Shareholders. The General Meeting of Shareholders may, at any time, suspend or remove members of the Supervisory Board. A resolution of the General Meeting of Shareholders to suspend or remove members of the Supervisory Board requires an absolute majority (more than 50% of the votes cast) representing at least one-third of the issued share capital, unless the Supervisory Board has proposed the suspension or dismissal, in which case an absolute majority is required,  without any quorum requirement.

As required under the Dutch Corporate Governance Code, the Company has formalized strict rules to avoid and deal with conflicts of interest between the Company and the members of the Supervisory Board, as further described in the Rules of Procedure of the Supervisory Board. Iinformation on the Supervisory Board and its activities is included in the Report of the Supervisory Board as published annually as part of the Company’s Annual Report..

Each of the current members of the Supervisory Board has undertaken to AMG not to transfer or otherwise dispose of any shares granted as part of their annual remuneration until the earlier of the third anniversary of the date of grant and the first anniversary of the date on which he ceases to be a member of the Supervisory Board.

General Meeting of Shareholders

A General Meeting of Shareholders is held at least once per year. During the Annual Meeting, the Annual Report including the report of the Management Board, the annual (consolidated) financial statements and the report of the Supervisory Board are discussed as well as other matters pursuant to Dutch law or the Company’s Articles of Association. As a separate item on the agenda, the General Meeting of Shareholders is entrusted with the discharge of the members of the Management Board and the Supervisory Board from responsibility for the performance of their duties during the preceding financial year. The General Meeting of Shareholders is held in

Amsterdam or Haarlemmermeer (Schiphol Airport), the Netherlands and takes place within six months from the end of the preceding financial year.

Meetings are convened by public notice and by letter, or by use of electronic means of communication, to registered shareholders. Notice is given at least fifteen days prior to the date of the Meeting. The main powers of the General Meeting of Shareholders are set forth in the Company’s Articles of Association which are published on the Company’s website and the applicable provisions of Dutch law.

On May 12, 2010, the General Meeting of Shareholders resolved to authorize the Management Board for a period of 18 months from that date (until November 13, 2011) as the corporate body which, subject to approval of the Supervisory Board is authorized to issue shares, including any grant of rights to subscribe to shares, with the power to exclude or restrict pre-emptive rights. This authorization allows the issue of up to 10% of the Company’s issued share capital as of December 31, 2009  increased with 10% of the company’s issued share capital as per December 31,2009 in connection with or at the occasion of mergers, acquisitions or financial support arrangements.

In addition on May 12, 2010  the General Meeting of Shareholders resolved to authorize the Management Board for a period of 18 months from that date (until November 13, 2011) as the corporate body which, subject to approval of the Supervisory Board, is authorized to effect acquisitions of its own shares by AMG. The number of shares to be acquired is limited to 10% of the Company’s issued share capital as of December 31, 2009 taking  into account the shares previously acquired and disposed of at the time of any new acquisition. Shares may be acquired through the stock exchange or otherwise, at a price between par value and 110% of the stock exchange price. The stock exchange price referred to in the previous sentence is the average closing price of the shares at Euronext Amsterdam on the five consecutive trading days immediately preceding the day of purchase by or for the account of the Company.

Articles of Association

The Company’s Articles of Association can be amended by a resolution of the General Meeting of  Shareholders on a proposal of the Management Board which has been approved by the Supervisory Board. A resolution of the General Meeting of Shareholders to amend the Articles of Association which has not been taken on the proposal of the Management Board and the approval of the Supervisory Board, should be adopted by a majority of at least two-thirds of the votes cast in a meeting in which at least 50% of the issued share capital is represented. The Articles of Association of the Company have been amended for the last time by the General Meeting of Shareholders held on 6 July 2010.
Decree on Article 10 of the Takeover Directive

The information required by the Decree on Article 10 of the Takeover Directive is included in this Corporate Governance section and the Report of the Supervisory Board which information is incorporated by reference in this Corporate Governance report.

Below is an overview of the significant agreements to which the Company is a party, which are affected, changed or terminated subject to a condition of a change of control. The Company is a party to the following agreement that will be terminated under the condition of a change of control over the Company as a result of a public takeover offer.

The Company’s Credit Facility Agreement (as amended) has a provision that requires the Company to repay the entire outstanding amount under its Credit Facility Agreement upon a change of control, as defined therein. 

The Company is also a party to the following agreements that will come into force upon a change of control pursuant to a public offer. Certain members of the Management Board have provisions in their contracts that pertain to a change of control. Additionally, the AMG Option Plan and the AMG Performance Share Unit Plan have provisions that permit the Supervisory Board to cancel or modify the options granted or performance share units awarded to

Management Board members and other employees, upon a change of control.

The Company is a party to an Option Agreement entered into with the  Stichting Continuiteit AMG as further explained on page….above.

Other than the above-mentioned agreements, the Company is not party to any other important agreements that will come into force, be amended or terminated upon a change of control pursuant to a public takeover offer.

Compliance with the Dutch Corporate Governance Code

In this chapter the Company discusses its compliance with the principles and provisions set forth in the Dutch Corporate Governance Code as amended in 2008 (hereafter also referred to as “the Corporate Governance Code” or “the Code”). In doing so the outline and numbering of the Code is being followed.  

As a general statement the Company fully endorses the Corporate Governance Code’s principles and believes that virtually all best practice provisions as included in the Code are complied with. On certain matters relating to the remuneration policy of the Company, the Company does not comply with the best practice provisions and it believes that it has sound reasons for doing so, which will be explained hereafter.

I. Compliance and Enforcement of the Code 

The general concept explained in this chapter of the Code is fully endorsed and the Company applies the best practice provisions, amongst others, by a clear description in the Annual report of the governance structure of the Company and a clear explanation why it believes deviation of the Code on certain aspects is merited.

II. The Management Board

II.1 Role and Procedure

The Company believes it is in full compliance with the principles and best practice provisions set forth in this chapter. The interaction between Management Board and Supervisory Board and its members is dynamic and is based on a continuing dialogue and review of, inter alia, the strategy of the Group and opportunities for growth, risk management and control systems, financial and operational objectives and the Group’s financial situation.  The Company specifically refers to the chapter on Risk Management and Internal Control in the Company’s Annual Report (see pages 29–32 of this year’s Annual Report).

II.2 Remuneration

The Company does not fully comply with the principles and provisions set forth in this chapter of the Code. The Company believes it has solid and sound reasons for doing which are explained hereafter. 

 By way of general background, it is to be emphasized that AMG was first formed in 2006 through the merger of eight operating companies each with different histories and originating from different countries. The members of the Management Board (formed in 2007 ) had pre-existing contracts as executives of certain of the operating companies that later formed and became part of the current AMG Group. These contracts reflect local market conditions and customary provisions in the countries in which the executives have been employed.  They have provisions that do not fully comply with the Corporate Governance Code’s best practices. In view of the specialized nature of AMG’s business and the qualifications and expertise of the present members of the Management Board, the Supervisory Board of the Company had taken the decision early on to honor the existing contractual commitments to the members of the

Management Board, in order to retain their services and to maintain their commitment to the Company.

In 2008, the Remuneration Committee of the Supervisory Board developed an appropriate remuneration policy for the present members of the Management Board and any future members of the Management Board for the years 2009 and beyond, such with specific regard to the Company’s existing contractual commitments to the present members of the Management Board. In doing so, the Remuneration Committee has sought advice from compensation and benefit consultants on remuneration packages offered by companies similar to the Company in terms of size and complexity. The resulting remuneration philosophy which forms the basis of the Company’s remuneration policy, is strongly geared towards the top quintile of the Hay Group Industrial Market database comprising more then 300 US organizations operating in the manufacturing sector. The US was chosen for the reason that historically the operational headquarters of AMG has been located in the US and that a majority of its Management Board members have strong ties to the professional working environment in the United States.

The new remuneration policy for members of the Management Board was approved and adopted by the General Meeting of Shareholders in its Annual Meeting of May 13, 2009. This (revised) remuneration policy is published on the website of the Company under the heading Corporate Governance.  Below the Company reviews in more detail to what extent its prevailing remuneration policy and practice does not comply with the best practice provisions included in chapter II.2 of the Code.

II.2.4

Under the Company’s remuneration policy effective prior to 2009, the members of the Management Board have been granted unconditional options that do not have any performance criteria required to be met. Additionally, such options have a vesting schedule which permits a majority of the options to be exercised within the first  three years after having been granted. Furthermore the members of the Management Board have been granted unconditional options, upon approval by the General Meeting of Shareholders in May 2009, in lieu of part of their base salary for 2009, as a measure to minimize cash expenditures by the Company. As a result the Company deviates from best practice provision II.2.4.

II.2.5

The Company has introduced under its new remuneration policy so called performance share units (PSU’s) for its Management Board members (as well as other senior executives). No Company shares have been or will be granted to Management Board members. The financial rationale and functioning of PSU’s are being explained in the Company’s remuneration policy, published on its website.  PSU’s pay out, if and when targets specified beforehand are met, after three (3) years from the date of allocation.  The Company believes that this remuneration component does not violate any of the best practice provisions and spirit of the Code (the Code, incidentally, does not recognize performance share unit systems as such). However, by way of enhanced transparency, and because the Supervisory Board has decided to introduce a phased-in vesting scheme for the initial awards, it is felt appropriate to make specific reference to PSU’s under this chapter.

II.2.8

Each member of the Management Board has a contract of employment with AMG as well as a now-constituent entity of AMG prior to the formation of AMG. These contracts provide for payment of two years of base salary compensation in the event of termination by the Company without cause. In the case of Dr. Walter, his original contract, dated October 1, 2006, specified a term of five years; no reference is made to payments of severance in the event of termination. As a result the company deviates from best practice provision II.2.8 for reasons explained above and in the Company’s Remuneration Policy. 

II.3. Conflicts of Interest

The Company has introduced strict rules of procedures to deal with (potential) conflicts of interests of Management Board members in an orderly fashion (reference is made to the Rules governing the principles and practices of the Management Board as published on the Company’s website). All transactions in 2009 in which a conflict of interest existed with a Management Board member are being published elsewhere in this Annual Report.  Accordingly the Company is in full compliance with the best practice provisions set forth in chapter II.3, including specifically provisions II.3.2 and II.3.4.

III. The Supervisory Board

III.1. Role and Procedure

The Company believes it is in full compliance with the principles and best practice provisions set forth in this chapter. The interaction by the Supervisory Board and its committee’s on the one hand and the Management Board and its key staff on the other hand, is dynamic and is based on a continuing dialogue and review of, inter alia, the strategy of the Group and opportunities for growth, risk management and control systems, relationships with shareholders, compliance issues, financial and operational objectives and the Group’s financial situation.

III.2. Independence

All members of the Supervisory board qualify as independent as defined under the provisions of this chapter.

III. 3 Expertise and Composition

During its annual evaluation session the Supervisory Board unanimously concluded that the Supervisory Board was functioning adequately and that the Supervisory Board’s composition was well balanced in terms of competence, nationality, age, experience. During this sessions the Supervisory Board also expressed its desire to increase its diversity in terms of gender, but also acknowledged that given the particular industries in which the Company is operating, suitable candidates with different gender may be difficult to identify and select.

III.4. Chairman of the Supervisory Board and Company Secretary

The Company has implemented and complies with the provisions set forth in this chapter,

III.5. Composition and role of three key committees of the Supervisory Board

The Company has implemented and complies with the provisions set forth in this chapter.

III.6. Conflicts of Interest

The Company has introduced strict rules of procedures to deal with (potential) conflicts of interests of Supervisory Board members in an orderly fashion (reference is made to the Rules governing the principles and practices of the Supervisory Board as published on the Company’s website). All transactions in 2009 in which a conflict of interest existed with a Supervisory Board member are being disclosed elsewhere in this Annual Report. Accordingly, the Company is in full compliance with the best practice provisions set forth in chapter III.6, including specifically provisions III.6.1 and III.6 3 thereof.

III.7. Remuneration

The General Meeting of Shareholders approved and adopted in its 2009 Annual Meeting, the granting of shares to members of the Supervisory Board as part of their annual remuneration. As explained by the Supervisory Board during the 2009 Annual General Meeting of Shareholders, it considers it important that it can recruit future members from the global marketplace given the size and complexity of the markets the Company is operating in. This merits that part of the remuneration is paid in company shares, in line with US practice, where the Company has its operational headquarters. Shares granted as compensation to Supervisory Board members are restricted from trading for a period of three (3) years from the date of granting. As a result the Company deviates from best practice provisions III.7.1. and III.7.2. for reasons explained above.

IV. The Shareholders and the General Meeting of the Company

IV.1. Powers

The Company complies with the provisions set forth in this chapter as reflected, inter alia, in its Articles of Association as published on the company’s website.  

IV.3. Provision of information to and logistics of the general meeting

The Company has implemented and complies with the provisions set forth in this chapter. 
V. The audit of the financial reporting and the position of the internal audit function and the external auditor.

The Company complies with all principles and best practice provisions set forth in this Chapter, to the extent these provisions are part of the responsibility of the Management Board, Supervisory Board and/or Audit Committee respectively.

Conflicts of Interest

Report on Transactions in 2010
In June 2010, the Company acquired 15,4 million common shares of Timminco at a price of C$0,65 per share (at total cost of C$ 10,0  million), as part of a C$ 13,1 million private placement by Timminco, the balance of which was fully subscribed by other investors. The proceeds of this private placement were used for general corporate purposes, including repayment of funds drawn on Timminco’s revolving credit facility.

In December 2010, the Company renegotiated and extended the USD 5.0 million convertible senior subordinated promissory note issued in December 2009 by Bécancour Silicon Inc, a wholly owned subsidiary of Timminco (hereafter “BSI”). Under the new terms of this  promissory note  which is subordinated to the debt owed to Bank of America under Timminco’s credit facility, the note carries a 14% interest rate and matures on January 3, 2014  and has  a conversion price of C$ 0,26  per share. The proceeds of this promissory note were used (upon issue in 2009) for working capital purposes.. 

The transactions  listed above (‘the Transactions”) were approved by the Management Board and the Supervisory Board in accordance with articles 11, 12 and 13 of the Rules of Procedure of the Management Board.  Dr. Schimmelbusch, who also serves as Chairman and CEO of Timminco did not participate in the discussion on  the vote on the Transactions in the meetings of the Management Board.  Mr. Messman, who also serves as a non-executive Director

of Timminco, did not participate in the discussion on  the vote on the Transactions in the various meetings of the Supervisory Board. Accordingly, best practice provisions II.3.2 up to and including II.3.4 as well as best practice provisions III.6.1 up to and including III.6.3 of the Dutch Corporate Governance Code have been complied with.

No further conflicts of interest that were of material significance to the Company and/or members of the Management Board and Supervisory Board were reported in the period starting January 1, 2010 up to and including February 28, 2011 other than the conflicts of interest described above.  Further during this period the Company did not enter into any material transaction with a shareholder holding an interest of 10% or more in the Company’s share capital.
Risk Management and Internal Controls
AMG has a strategic risk function that monitors and establishes internal controls to mitigate business and financial risks. The strategic risk function is complemented by AMG’s internal audit function. AMG employs a traditional approach to risk management, including a ‘top-down’ and ‘bottom-up’ analysis and assessment of the Company’s risks. Numerous lines of property and  liability insurance coverage are also an integral part of AMG’s risk management program. AMG has implemented a comprehensive risk management program centered on the Company’s Risk Assessment Package (“RAP”). The RAP is a detailed document requiring each business unit to:

(i) identify potential risks and quantify the impact of such risks;

(ii) prioritize the risks using a ranking system to determine the impact, likelihood and suddenness of occurrence;

(iii) describe the risk mitigation or transfer procedures in place; and

(iv) document the periodic monitoring of the risks.

Each business unit undertakes a full review of its RAP on a quarterly basis. The RAPs are then reviewed in detail by AMG’s Risk Manager in coordination with the operating managers of the business units. Key risks from all business units are then summarized and presented to the Management Board. Individual risks of special note are discussed at the Management Board’s bi-weekly meeting. The Management Board has the responsibility to inform the Supervisory Board of the most significant risk exposures and the related risk management plans in place.  Once per year the Management Board reports to and discusses with  the Supervisory Board  the Company’s risk profile and related risk management programs which are in place. The Audit Committee of the Supervisory Board will carry out a semi-annual review of the Company’s internal control and risk management systems.  
Investor Relations

The Company highly values good relations with its shareholders and is compliant with applicable rules and regulations on non-selective and timely disclosure and equal treatment of shareholders.. Apart from communication at the Annual General Meeting of Shareholders, the Company explains its financial results during (public) quarterly conference calls. Further, the Company publishes annual, semi-annual and quarterly reports and press releases and makes information available through its public website (www.amg-nv.com).

The Company also engages in bilateral communications with investors and in doing so adheres to its  policy on bilateral contacts which is published on the Company’s website.  During these communications the Company is in general represented by its Investor Relations Officer, occasionally accompanied by a member of the Management Board.

Corporate Governance Statement

The Decree of December 23, 2004 adopting further rules regarding the contents of the annual report, as amended and extended by the Decree of March 20, 2009 (the “Decree”) requires that a statement is published annually by the Company on its compliance with Corporate Governance regulations in the Netherlands. The Company hereby  submits that it has fully complied with this requirement by way of publication of this Annual Report and the specific references therein notably to the Report of the Management Board, Report of the Supervisory Board, the chapter on Risk Management and Internal Control, the chapter on Sustainable Development and the chapter on Corporate Governance, all of which are deemed to be incorporated by reference into the Company’s statement on corporate governance as required by the Decree.
February 2011
17

