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The statements contained in this Annual Report that are not historica1 

facts are forward-lookinq statements as defined in the US Private 

Securities Litiqation Reform Act of 1995. Thefollowinq are words that 

identify such forward-lookinq statements: believe. estimate. target. 
intend. may, expect. anticipate. predict, project, countinq on. plan. 

continue, want, forecast. should. would. is confident, will. and simiiar 
expressions as they relate to our company. These statements are not 

quarantees of future performance and involve risks. uncertainties 

and assumptions that are difficult to predict. We undertake no 
obliqation to publicly update or revise any forward-lookinq statements. 

Readers are cautioned not to place undue reliance on these forward- 
lookinq statements, which merely reflect company expectations at 

the time of writinq. Actual results may differ materiaiiy from 

expectations conveyed in forward-lookinq statements due to changes 
caused by various risks and uncertainties. Such risks and uncertainties 
include but are not limited to the foilowinq: 

Changes in qeneral economic conditions, particularly in the 

United States, the Netherlands and the United Kinqdom: 

Chanqes in the performance of financial markets. includinq 
emerqinq markets. such as with reqard to: 
. The frequency and severity of defaults by issuers in our fixed 

income investment portfolios: and 
The effects of corporate bankruptcies andlor accounting 

restatements on the financial markets and the resultinq 

decline in the value of equity and debt securities we hold; 

. 
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COLOPHON 

The frequency and severity of insured loss events: 

Changes affectinq mortality, morbidity and other factors that 

may impact the profitability of our insurance products; 
Changes affectinq interest rate levels and continuinq low or 

rapidly chanqinq interest rate levels: 

EURIUSD and EURIGBP exchange rates; 

Increasinq levels of competition in the United States. the 
Netherlands. the United Kinqdom and emerqinq markets; 

Changes in laws and requlations. particularly those affectinq our 
operations, the products we sell. and the attractiveness of certain 

products to our consumers: 

Requlatory changes reiatinq to the insurance industry in the 
jurisdictions in which we operate; 

Acts of God, acts of terrorism. acts of war and pandemics: 
Changes in the policies of central banks andlor qovernments: 
Litiqation or requlatory action that couid require US to pay 

significant damaqes or change the way we do business; 

Customer responsiveness to both new products and distribution 

channels: 
Competitive. leqal. requlatory. or tax changes that affect the 
distribution cost of or demand for our products; 

Our failure to achieve anticipated levels of earninqs or operational 
efficiencies as wel1 as other cost savinq initiatives: and 6 ; ~  
The impact our adoption of the international Financial Reportikb tl. ., 
Standards may have on our reported financiai resuitsandfinancibl 

Changes affectinq currency exchange rates. in particular the I 

condition 
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AEGON is one of the world's largest life insurance and pension companies, and a strong provider 

of investment products. We emp'ower our local business units to identify and provide products and 

services that meet the evolvinq needs of our customers, usinq distribution channels best suited 

to their local markets. We take pride in balancing a local approach with the power of an expanding 
I 

qlobal operation. 11 

i# 

With headquarters in The Hague, the Netherlands, AEGON companies employ approximately 

29,000 people. AEGON's businesses serve millions of customers in over twenty markets throughout 

the Americas, Europe, and Asia, with major operations in the United States, the Netherlands and 

the United Kingdom. 

Respect, quality, transparency and trust constitute AEGON's core values as the company continually 

strives to meet the expectations of customers. shareholders, employees and business partners. 

AEGON is driven to deliver new thinking and our ambition is  to be the best in the industry. 

I 
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At  a glance 

AEGON AROUND THE WORLD 

................................. 
USA 
NUMBER OF EMPLOYEES 13.544, of which 

2,483 agent-employees 

MAIN OFFICES Baltimore, Cedar Rapids 
MAIN PRODUCT AREAS Traditional life, life 

for a p u n t  of policyholders, pensions, fixed 

and variable annuities, institutional quaranteed 

products, fee business (incl. mutual funds), 

accident and health insurance, life reinsurance 
MAJOR CUSTOMER SEGMENTS Individuals, 

corporates, institutiuns 

MAIN DISTRIBUTION CHANNELS 

Independent agents and agent-employees, 
marketing companies, financial institutions, 

broker-dealers, wirehouses, affinity groups, 

direct response, worksite marketing, 

institutional intermediaries 

www.aeqonins.com 

www.transamerica.com 

............................................................... 

THE NETHERLANDS 
NUMBER OF EMPLOYEES 6,404, of which 

1.356 agent-employees 

MAIN OFFICES The Haque, Leeuwarden, 

Groningen, Nieuwegein 

MAIN PRODUCT AREAS Life insurance, 

pensions, life cycle, fee business 
(incl. rnutual funds), accident and health 

insurance, qeneral insurance, bankinq 
MAJOR CUSTOMER SEGMENTS Individuals, 

corporates. institutions 

MAIN DISTRIBUTION CHANNELS Brokers, 

tied aqents, direct marketing, franchise sales 

force, worksite marketing 

www.aeqon.nl 

UNITED KINGDOM 
NUMBER OF EMPLOYEES 4.639, of which 

150 aqent-employees 

MAIN OFFICE Edinburgh 

MAIN PRODUCT AREAS Traditional life, 

life for account of policyholders, pensions, 

fee business (incl. mutual funds) 
MAJOR CUSTOMER SEGMENTS individuals, 

corporates, institutions 
MAIN DISTRIBUTION CHANNELS Financial 

advisors 

www.aeqon.co.uk 

.................................................................................................. 

rn Main marhetr Canada USA Brazil United Kinodom Germanv Poiand Taiwan 

m AEGUN Direct Marhelinq Services ' 
, uther activ,tier 

~. 
< - ,  

I .... 
.... 

- ,  

i. 1 
-. . .: , ... 
.... , .  , .... 
. .  

' AEGUN Direct Marketing Services 
(ADMSi is m e  of the aperating (JTOUPS 

Of AEGUN USA. Pleare refer I0 page 
28 for mare information. 
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................................................................................................. 
CANADA 
NUMBER OF EMPLOYEES 692 

MAIN OFFICE Toronto 
MAIN PRODUCT AREAS Traditional life. 

variable annuities. fee business 
(incl. mutual funds) 

MAJOR CUSTOMER SEGMENTS Individuals 

MAIN DISTRIBUTION CHANNELS 

Independent advisars. brokers, financial 

CHINA* 
NUMBER OF EMPLOYEES 1.497. of which 

909 agent-employees (100 percent) 

MAIN OFFICE Shanghai 
MAIN PRODUCT AREAS Traditional life, 

universal life, accident and heaith insurance 
MAJOR CUSTOMER SEGMENTS Individuals 

MAIN DISTRIBUTION CHANNELS Tied 

agents, banks, direct marketing. brokers 

planners, financial institutions www.aeqon-cnooc.com 

www.transarnerica.ca ' 50150joint venture by China National Offshore Oil 
Coiporation and AEGON N.V. 

............................................................... 
FRANCE* 
NUMBER OF EMPLOYEES 525 

MAIN OFFICE Paris 
MAIN PRODUCT AREAS Traditional life. 

unitlinked. pensions 
MAJOR CUSTOMER SEGMENTS Individuals, 

corporates 
MAIN OISTRIBUTION CHANNELS Brokers. 

financial institutions 
www.larnondiale.com 

* Joint venturerlarsociates: 
La Mondiale Participations (35 percent). 

.................................. 
SLOVAKI A 
NUMBER OF EMPLOYEES 67 
MAIN OFFICE Bratislava 

MAIN PRODUCT AREAS Universal life. 
unit-linked, pensions, accident and health 

insurance 

MAJOR CUSTOMER SEGMENTS Individuals, 

corporates. institutions 
MAIN DISTRIBUTION CHANNELS Tied 

agents, pension advisors, brokers 

www.aeqon.sk 

I 

i 
I 

HUNGARY 
NUMBER OF EMPLOYEES 960 

MAIN OFFICE Budapest 

MAIN PRODUCT AREAS Traditional life. life 
for account of policyholders, pensions, fee 

business (incl. mutual funds). accident and 
health insurance, qenefal insurance, 

mortgage loans 
MAJOR CUSTOMER SEGMENTS Individuals 

MAlN DlSTRlBUTlON CHANNELS 
Independent and tied agents, pension 

advisors, direct marketing, worksite 
marketing 

www.aeqon.hu 

............................ 
SPAIN" 
NUMBER OF EMPLOYEES 221 

(excl. employees in joint ventureslassociates) 

MAIN OFFICE Madrid 

MAIN PRODUCT AREAS Traditional life. life 
for account of policyholders. pensions, 

accident and health insurance 

MAJOR CUSTOMER SEGMENTS Individuals, 

corporates 
MAIN DISTRIBUTION CHANNELS Financial 

institutions, independent and tied agents, 

brokers, direct marketing. worksite marketing 

www.aeqon.es 

'Joint ventureslasrociates: Caja de Badajoi Vida 
(50 percentl. Seguroi Navarra (50 percent). 
CAM AEGON Holding Financier0 (49.99 Dercentl. 

CZECH REPUBLIC 
NUMBER OF EMPLOYEES 55 
MAIN OFFICE Prague 

MAIN PRODUCT AREAS UniHinked, 

universal life, risk products 

MAJOR CUSTOMER SEGMENTS individuais. 

corporates 

MAIN DISTRIBUTION CHANNELS Tied 

agents, brokers, direct marketing 
www.aeqon.cz 

................................. 
POLAND 
NUMBER OF EMPLOYEES 113 

MAIN OFFICE Warsaw 
MAIN PRODUCT AREAS Life for account 

of policyholders 

MAJOR CUSTOMER SEGMENTS Individuals 
MAIN OISTRIBUTION CHANNELS Tied and 

independent agents, banks, brokers 

www.aeqon.pl 

.............................. 
TAIWAN 'I:! 

NUMBER OF EMPLOYEES 1,109, of which $!!,' 
1- 706 aqent-employees 

MAIN OFFICE Taipei 

MAIN PRODUCT AREAS Variable universal~i i  

life, traditional life. structured notes. accider& 

and health insurance t2.J 

MAJOR CUSTOMER SEGMENTS Individuaf$ 
..::I 

MAIN DISTRIBUTION CHANNELS Tied 

agents, brokers. banks. worksite marketing. 
dire$ marketing 

www.aeqon.com.tw 

I, . ., F::. 
k,# 

,.. , 

corporates, institutions .~_I 
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At  a glance 

AEGON AND THE FINANCIAL COMMUNITY 

........................................................... ........................................... 

"AEGON is cornmitted to the highest 
standards of both integrity and fair 
d isclos u re." 

!. ................................................................................................ .. 

.......... 

_. ........... 
INVESTOR RELATIONS 

AEGON values its many trusted relationships within the qiobal 

investment community and is committed to the highest standards of 

both inteqrity and fair disciosure. 

AEGON's investor reiations program aims t o  enhance sharehoider 

value throuqh ciear communication and ensures efficient and 

effective access to the qiobal capital markets. AEGON's common 

shares are iisted on major stock exchanges includinq Euronext 
Amsterdam, the London Stock Exchange and the New York Stock 

Exchange. 
, 

AEGON i s  als0 active i n  the giobai debt capitai markets. Usinq its 

stronq credit ratings, AEGON has issued a variety of debt 

instruments in various major currencies in order to optimize its 
capital structure and reduce fundinq costs. I 

in 2006. AEGON compieted a number of capitai markets transactions 

that include two SucceSsfuI offerinqs of perpetual capital securities, 
which strenqthened the capital base in a non-dilutive and cost 

effective manner. 

RATINGS ' Credit 

a5 per December 31, 2006 AEGON N.V. 

S6P rating A+ 

MC&~,S rating A2 
Fiich ratinq AA- 

... , 
W i t i i  the objective of obtaininq a fair valuation for its securities. 

AEGON is committed to ensuring that equity and fixed income 
inkejtors have an accurate understandinq of the company's 

petfprmance and prospects. To this end. AEGON's investor relations 
program focuses on providinq the international investment 

community with the information required to make sound investment 
decisions. This includes information on key factors that drive 

AEGON's businesses and influence its results. financial condition and 
vaiue. AEGON remains committed to ensurinq that both financiai and 

non-financial information is accurateiy and thorouqhly disciosed in a 

timely and consistent manner. 

: - ,  

AEGON's primary reporting basis is  by geoqraphy and the secondary 
basis is by line of business. Startinq with the first quarter of 2007. 

AEGON wiil more ciosely aliqn its iine of business reportinq with the 

way the busineses are orqanired. 

in addition to i ts  ifRS resuits, AEGON believes value of new business 

and embedded value information should be considered in arrivinq at 

a baianced assessment of its underlyinq performance. AEGON 
supports the European Embedded Value Principles. which are aimed 

at improvinq the consistency and transparency of the iife insurance 

industry's embedded vaiue reporting. 

in keepinq with its commitment to further improve disciosure. 

AEGON has started to report quarterly vaiue of new business 

information and internal rate of return of the new business, 
beqinninq with the first quarter 2006 results. 

Additionaiiy. AEGON wiii provide information on its various business 

activities in a statistical supplement to be included in its quarterly 

earninqs releases startinq with the first quarter of 2007. 

With the aim of ensurinq equal access to ali relevant information. 

AEGON actively maintains contact with the financial community. 

interactions with the financial community inciude roadshows 
throuqhout the USA. Europe, and Asia. webcasts. press releases and 

requlariy scheduied investor days. Moreover, shareholders, bond- 
holders and potential investors are encouraqed to learn more about 

AEGON's businesses and management decisions aimed at achievinq 

its strateqy of lonq-term profitable qrowth in AEGON's major and 

deveiopinq markets. 

In keepinq with its ongoinq determination to maintain an open 
dialogue with the financial community. AEGON's professional 

investor reiations staff is available to answer questions at any time. 

DIVIDEND POLICY 

AEGON recoqnizes the importante of offerinq its shareholders a 
stable and adequate dividend, which is supported by the company's 

cash flow and capitai position. 

6 i AECON ANNUAL REPORT 2006 



SHAREHOLDER BASE Estimated 
....... ...... 

,,h W Americas I 
: Rest of Europe I 

United Kinqdom 
p\<' The Netherlands 

20% ....... ......... J! ................... Rest of the world ..................................................................................................... 
AEGON's total dividend for the full year is composed of an interim 

dividend, declared at the time of the publication of the six months' 
results in Auqust. and a final dividend proposed at the time of the 

year end results in March and approved at the annual General 
Meeting of Shareholders. Payment of the interim and final dividend 

is either in cash or in stock to be paid out of the paid-in surplus fund 

(free of tax in the Netherlands) or, if 80 requested, out of the net 
income. The manaqement ha8 the ability to alter the relative 

attractiveness of cash versus stock dividend if deemed appropiiate. 

The stock fraction. used to determine the dividend in shares. wil1 be 
based upon the averaqe share price calculated over a period of five 

tradinq days. There wil1 be no trading in dividend riqhts on Euronext 
Amsterdam N.V. or other stock exchanaes. 

In 2006, AEGON declared an interim dividend of EUR 0.24 per 
common share. The stock fraction was determined at 1/62 resulting 

in an approximately 5.6 percent lower value for the stock dividend 

compared to an interim dividend in cash. To neutralize the effect of 
the stock dividend. AEGON repurchased 11.6 million shares in the 

open market. The final dividend of 2006 proposed to the AGM 

amounts to EUR 0.31 per common share brinqinq the total 2006 
dividend to EUR 0.55. an increase of 22 percent compared to the 

prior year. The final dividend in shares wil1 be approximately 

5 percent lower than the value of the cash dividend. AEGON started 

to repurchase shares to neutralize the effect of stock dividends. It 
remains AEGON's objective to increase dividend subject to the 

development of capital position and cash flows. 

SHAREHOLDERS 

AEGON's international business activities are reflected in the 

qeoqraphical diversity of its investor base. 

The investor base consists of approximately 86 percent of institutional 

shareholders (includinq Vereniging AEGON) and 14 percent individual 

shareholders. 

I 

Based on publicly available information. Vereniqinq AEGON is the 

only major shareholder (exceedinq 5 percent participation in AEGON 
common shares). For more information on Vereniging AEGON please 

refer to page 238. I 

............................................... 
AEGON VALUES ITS MANY TRUSTED 
RELATIONSHIPS WITHIN THE GLOBAL 
INVESTMENT COMMUNITY 
............................................... 
SHARE PRICE DEVELOPMENT 

In 2006. the AEGON share price appreciated 5.0 percent, from 
EUR 13.75 on December 30. 2005 to EUR 14.44 on December 29. 
2006. In May 2006. AEGON paid a final dividend for 2005 of 
EUR 0.23 and in September 2006 an interim dividend of EUR 0.24 
for 2006. Includinq the dividends paid in 2006 the total return' @ 

an AEGON common share in 2006 was 8.7 percent (2005: 4p.e 
percent). This compares to total returns' for the European insurandè 
Index (DJ Stoxx 600 Insurance Index) of 20.7 percent (2005: 34% 

'Lni 
percent) and the S&P 500 Insurance Index (in EUR) of minu: 

0.5 percent (2005: 30.7 percent). U.>>' 
.... ,.-, 

5, -4 - 
~~ ~ ..... , L?:$ 
.. ...i! 

The source lor the totdl return calculation and comparison i$ Bioomberg. 
The calculation arrumer reinvestment Of the dividend in the stock o i  in the index. 
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At  a glance 

I 2006 
Price - high 15.56 
Price - low 12.17 

Price - year-end 14.44 
Pricelearnings ratio 8.86 

FI NANCI A L  CAL EN DAR 

2005 2004 2003 2002 
14.25 12.98 13.47 28.89 

9.63 8.24 5.87 9.04 

13.75 10.03 11.73 11.79 
8.44 7.27 

................................................................................................. 

Price - high 

Price - low 

Price - year-end 

................................................................................................... 

ZOO6 2005 2004 2003 2002 
18.97 16.78 16.12 14.80 26.00 
15.24 12.19 10.41 6.76 8.88 

18.95 16.32 13.71 14.80 12.33 

. .  
v b m m w v J  

The Haque, the Netherlands 

€.mail qca-ir@aeqon.com 

+31 í0)70 344 83 0 5  

,:I :.. 

'.Baltimore. USA +I 410 576 45 77 
E-mail ir@aeqonusa.com 

Announcement of 2006 full year results 

Record date for attendinqlvotinq at the 
April 25 AGM 

Publication of 2006 Annual Report and 
Form 20-F 

Annual General Meeting of Shareholders 

Erdividend date for the final dividend 2006 

Final dividend 2006 record date 

Start of final dividend 2006 election period 
First quarter 2007 results and Embedded 
Value Report 2006 

End of final dividend 2006 election period 

Anaiyst & Investor Conference - Amsterdam 
Final dividend 2006 payment date 

Second quarter 2007 results 

Ex~dividend date interim dividend 2007 
Start of interim dividend 2007 election 
period 

Interim dividend 2007 record date 

End of interim dividend 2007 election period 
Interim dividend 2007 payment date 

Third quarter 2007 results 
Analyst & Investor Conference - New York 

Announcement of 2007 full year results 

Annual General Meeting of Shareholders 

First quarter 2008 results and Embedded 
Value Report 2007 

Second quarter 2008 results 

Third quarter 2008 results 
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Chapter two 

1 GROWTH AND PROFITABILITY 

.................................................................................................. 

STRENGTHENING AEGON'S POSITION 
AS A LEADING LIFE INSURANCE PROVIDER 1 
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Growth and profitability 

CHAIRMAN'S LETTER 

DEAR READER, 
During the past year, we took a number of important steps to  strengthen AEGON's 
position as a leading provider of life insurance, pensions and related savings and 
investment products internationally. On behalf of the Executive Board, I am 
pleased to present this Annual Report detailing our progress and ongoing 
commitment to providing our customers with reliable, need-specific products 
and services while creating long-term value for AEGON's many stakeholders. 

A CONSISTENT FOCUS ON PROFITABILITY 

Profitability continues to be a cornerstone of AEGON's qrowth 
strateqy. This was evident in 2006 with the 32 percent increase in 

operatinq earninqs before tax. as wel1 as the 41 percent increase in 
the value of new business tor the AEGON Group. which represents a 

compound annual qrowth rate of 33 percent since 2003. Similarly, 

the internal rate of return on AEGON's new business improved to 

14.5 percent durinq 2006. compared to 12.4 percent for 2005. These 
positive developments represent better-than-expected proqress 

toward our qoal of doublinq AEGON's value of new business to 

EUR 1.1 billion by 2010. We are confident that our businesses in the 
Americas. the Netherlands. and the United Kinqdom wil1 continue to 

peiform wel1 and toqether comprise the majority of AEGON's 

earninqs qrowth in the cominq years. However, we believe that our 
opérations in Central and Eastern Europe. as wel1 as in other 

European countries and in Asia. w i l  constitute an increased 

proportion of new business qrowth in the next several years. 

SeIZING THE PENSION OPPORTUNITY GLOBALLY 

Another key component in AEGON's qrowth strateqy is the 

retirement opportunity qlobally. Demoqraphics and trends in nearly 

every market indicate that ours is the riqht business at the riqht 

time. There is a clear and increasinq need for a broader range of 
protection and pre- and post-retirement solutions qiven people's 

needs to successfully manage their accumulated assets durinq a 

-. .. .~. 

lonqer retirement. It is for this reason that AEGON has identified 

pensions as a qlobal qrowth initiative. By coordinatinq product 
concepts and sharinq the broad expertise of our various business 

and country units, we believe that AEGON wil1 further strenqthen its 
leading position in the qrowinq retirement market. Another 

indication of our concerted focus on the pension opportunity was 

our decision to acquire PTE Ergo Hestia. a top-ten pension fund 

management company in Poland. This wil1 provide a stronq 
complement to our successful life operations in Poland. followinq our 

entry int0 the Polish market in 2005. 

............................................... 
TRENDS INDICATE THAT OURS IS THE 
RIGHT BUSINESS AT THE RIGHT TIME 
............................................... 
Durinq 2006. HDI Pensionsrnanaqement - Germany's third larqest 
pension provider - joined the AEGON Pension Network. addinq 

further momentum to our efforts to provide innovative cross-border 
pension solutions tor AEGON's multi-national clients and their 

employees. Multi-national companies are takinq a more international 
view of their pensions and AEGON Pension Network is providinq 

solutions that wil1 enable them to better neqotiate the complexities 
involved. 

I 

I 
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.................................................................................................................................................................................................... 

"A key component in our growth strategy is the retirement opportunity." 

.... 

I . . .  

EXPANDING AEGON'S INTERNATIONAL FOOTPRINT 

International expansion is another essential pillar in AEGON's qrowth 
strateqy and the past year was an especially productive one in this 

regard. In October. we completed OUT 49 percent acquisition of Sequros 

Arqos in Mexico. and at the Same time announced our plans to 
establish a pension management joint venture, known as Aiore Arqos. 

Durinq ihe year. we als0 continued the roII-out of our operations in the 

hiqhly developed coastal provinces in China with the opening of 
AEGON-CNOOC's Shandonq branch, and in December we finalized our 
new partnership with ihe Ranbaxy Promoter Group in India to provide 

life insurance and asset manaqement products throuqh Ranbaxy's 
subsidiary. Reliqare. In January 2007, we iuliilled our intention to enter 

Romania with the iormation of a new pension fund company with 

Banca Transilvania. in anticipation of the mandatory pension System 

next year. In addition. AEGON wil1 als0 establish a life insurance 
company in Romania that wil1 enter int0 a distribution aqreement with 

Banca Transilvania to sell co-branded products throuqh the banks 

extensive network of 340 branches. 

.......................................... 
INTERNATIONAL EXPANSION IS AN 
ESSENTIAL PILLAR IN AEGON'S 
GROWTH STRATEGY 
..................................... 
Al80 in January 2007. AEGON announced its intention to form a new 

liie insurance cornpany in Japan with Sony Liie. The 50150 joint 
venture wil1 initially focus on developing variable annuity products that 

wil1 be distributed throuqh Sony Liie's Liieplannera channel as wel1 as 
throuqh banks and other iinancial institutions. AEGON reqards this new 

partnership with one of Japan's most respected companies as an 
excellent platform for onqoinq collaboration in the worlds second 

larqest market for liie insurance products and services. 

STRENGTHENING DISTRIBUTION 

Efforts to enhance iurther AEGON's broad distribution network were 

als0 successiul in 2006. In November. we announced our aqreement to 

acquire Clark Incorporated. a leadinq distribuior of bank-owned and 
corporate-owned liie insurance in the United States. AEGON also 

acquired the remaininq 55 percent of Unirobe, a leadinq company of 

independent iinancial advisors in the Netherlands. 

AEGONs stronq relationship with banks in the United States. throuqhout 
Europe and in Asia provides critical acces8 to a qrowinq customer 

segment in both our established and developinq markets. It is for this 
reason thai we have also identiiied broadeninq AEGONs presence 

throuqh the bank channel as another of our qlobal qrowth initiatives. In 
addition to our successiul partnership with Caja de Ahorros del 

Mediterrane0 in Spain. iwo new joint ventures with Spanish mutual 
savinqs banks - Caia de Badajoz and Caja Navarra - became operational 
durinq 2006, extending AEGON's products and services throuqh nearly 

1,500 bank branches across the country. As banks internaiionally 

expand their product offering to include protection and retirement 
products. we intend to advance AEGON's reputation as a preierred 

partner in this essential distribution channel. 

ENSURING THE BENEFITS OF SHARED EXPERTISE 

In November, we announced the iormation of the AEGON Management 

Board. as a way to iurther maximize the opportunities we see ior 

AEGON's businesses internationally. In addition to my Execuiive Board 
colleaques Jos Streppel and Alex Wynaendts. the Management Board 

also includes the leaders of AEGON's major country units: Pat Baird, 

President and CE0 of AEGON USA. Otto Thoresen. CE0  of AEGON UK, 

and Johan van der Werf. CE0  of AEGON The Netherlands. Tlp:~:, 
Executive Board wil1 continue its role as the statutory governinq bâd+-: 

of AEGON N.V. The Management Board wil1 work to identify busineis i c..r::., 
opportunities consistent with AEGON's international qrowth strateg-E~:;., 

: . 
I ............................................... 

LJi. ,, 
I .. 

AEGON'S STRONG RELATIONSHIP WITH 
BANKS PROVIDES ACCESS TO A GROWIN&%-. ... I....l 
CUSTOMER SEGMENT 
............................................... 
The iormation of the Management Board reilects the clear and 

increasing need ior closer cooperation between country and 
business units and ihe  irnportance of coordinatinq qlobal initiatives 

and leveraqinq AEGONP broad expertise. 
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................................................. I 

................................................. I 

CONTINUED GROWTH THROUGH FINANCIAL STRENGTH 

AEGON has long focused on achievinq and maintaininq financiai 
strenqth. In addition to providinq the basis for continued qrowth and 

expansion. it is also an important rneasure of a cornpany's future 

ability to deliver on the prornises it makes to its customers. business 

partners and shareholders. During 2006. AEGON's capital position 

improved further. This enabled US to continue our investments in new 

partnerships and acquisitions. as wel1 as increase the shareholder 

dividend by 22 percent to EUR 0.55. Also. we initiated a program to  
repurchase shares in 2006 to neutralize the effect of stock dividends. 

It is our intention to  increase dividends annuaily, naturally subject to 

the development of AEGON's capital position and cash flows. 

expandinq qlobal operation with the knowledqe and expertise of 

locai business managers and partners. At the Same time, w e  wili 
continue to identify and implement operationai and cost efficiencies I 

in order to  rnaintain AEGON's reputation as a competitive and 

reliable provider of life insurance. pensions and related savinqs 

product8 and services. 

We are qrateful for your onqoinq support and continued interest 

in AEGON. 

Sincerely, on behaif of the Executive Board. 

Our ability t o  ensure AEGON's continued growth and financial 

strenqth depends on the talent and dedication of management, 
employees and trusted business partners. Their many contributions 

to AEGON's business objectives enabled US to achieve the proqress 

we are pleased to  report for 2006. As we look to the opportunities 
ahead. AEGON rernains cornmitted to leveraginq the resources of an 

Donald J. Shepard 

CHAIRMAN OF THE EXECUTIVE BOARD 
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MANAGEMENT BOARD 

.-.-.-. 
I 

._._... 
DONALD J. SHEPARD - CHAIRMAN EXECUTIVE BOARD 

(1946, American nationality) began his career with Life Investors, 

Inc., an insurance holding company. in 1970. Servinq in various 
management and executive functions with Life Investors, he became 

executive vice-president and chief operatinq officer in 1985. a 
position he held unti l AEGON consolidated its other United States 

operations with Life Investors to form AEGON USA in 1989. 

whereupon Mr. Shepard became president and CEO. In 1992. 

Mr. Shepard became a member of the Executive Board of AEGON N.V. 
and in April 2002 he was appointed chairman. He currently serves as 

a member of the Boards of Directors of the Mercantile Bankshares 

Corporation and the CSX Corporation. 

JOSEPH B.M. STREPPEL - CFO, MEMBER EXECUTIVE BOARD 

(1949, Dutch nationality) beqan his career in 1973 at one of AEGON's 

predecessors occupyinq several treasury and investment positions. 
In 1986, he became CFO of FGH BANK and in 1987 he joined the 

Executive Board of FGH BANK. In 1991, he became chairman and CE0 

of Labouchère and, in 1995, also chairman of FGH BANK. In 1998 

he became CFO of AEGON N.V. In May 2000 he was appointed 

a member of the Executive Board of AEGON N.V. Mr. Streppel is also 
a member of the Supervisory Boards of Royal KPN N.V. and 

Van Lanschot Bankiers N.V. 

ALEXANDER R. WYNAENOTS - MEMBER EXECUTIVE BOARD 

(1960, Dutch nationality) beqan his career with ABN AMRO in 1984 

and had several assiqnments in asset management (Amsterdam) and 
corporate finance (London). In 1997, he joined AEGON's Group Business 

Oevelopment department and was promoted to executive vice- 
president and head of Group Business Development in May 1998. In 
2003 he was appointed a member of the Executive Board of AEGON N.V. 

PATRICK S. BAIRD - PRESIDENT AND CE0 AEGON USA 

(1954. American nationality) began his career at AEGON USA in 1976. 
He served as executive vice-president and chief operatinq officer. 

chief financial officer and director of tax and was appointed in 

March 2002 to his current position as president and CE0 of AEGON 
USA, Inc. He was appointed a member of the Management Board of 

AEGON N.V.. effective January 1, 2007. He is also a member of the 
Board of Directors of QCR Holdinqs. 

OTTO THORESEN - CE0 AEGON UK 

(1956. British nationality) beqan his career at Scottish Equitable in 

1978. After qualifyinq as an actuary he served as rnarketinq manager 

until leavinq Scottish Equitable in 1988 to follow senior roles with 
Abbey Life and Royal Insurance before returninq to AEGON UK in 

1994 as development director. He was appointed finance director 

in 2002 and then became CE0 of AEGON UK in 2005. He was> 
i:.. 

appointed a member of the Manaqement Board of AEGON P$!!;-' 

effective January 1.2007. 1 .... 

JOHAN G. VAN DER WERF - CEO AEGON THE NETHERLANDW , 
(1952, Dutch nationality) beqan his career in 1973 as an officer in tie-.:, 

b-' . . 
Merchant Marine. In 1982 he joined one of the predecessorsd:.' 

%..?~,.~.~. 

AEGON as a sales manager. From 1987 to 1992 he was chairman:of-.-' 
the Manaqement Board of Spaarbeleq and, in 1992. he became-a~'.! 

member of the Manaqement Board of AEGON The Netherlands. In 

April 2002, he was appointed CE0 of AEGON The Netherlands and a 
member of the Executive Board of AEGON N.V.. Mr. Van der Werf 
stepped down from the Executive Board when he was appointed to 

the Management Board of AEGON N.V.. effective January 1.2007. 

j ,. 1 

c:-:',-~:.\ . .  
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Growth and profitability 

STRATEGY IN ACTION 

................................................................................................. 

AEGON BELIEVES ITS CORE BUSINESSES OFFER 
SIGNIFICANT POTENTIAL FOR GROWTH 

............................................................... 

AEGON's objective is to create long-term value for its many 

stakeholders. With this in mind. AEGON focuses on its core businesses 

of life insurance, pensions and related investment products. The 
company's strategy is to achieve long-term profitability. encourage 

entrepreneurship in its local markets, attain sufficient scale in each 

operatinq country and pursue opportunities for international 
I expansion. 

COMMITMENT TO CORE BUSINESSES 

Given chanqing demoqraphics, AEGON believes its core businesses 

of life insurance, pensions and related investment products offer 
significant potential for qrowth in the years ahead. Aqinq populations 

in the developed world and shrinkinq workforces mean that growth in 
the pension business wil1 prove particularly stronq. 

In 2006. AEGON took a number of important steps to  expand its 

worldwide pension business and is wel1 positioned to  capture future 
growth in both its established markets of the United States. the 

Netherlands and the United Kinqdom. as wel1 as in new and'emerqinq 
markets. 

In Central and Eastern Europe. AEGON's pension business is growing 

at a rapid pace. AEGON Hungary is experiencinq particularly strong 
qrowth. while in Slovakia the number of customers registered with 
AEGON pension funds grew to more than 200.000 in 2006. The 

..proposed acquisition of PTE Ergo Hestia, one of Poland's leadinq 
pension fund manaqement companies. wil1 further strengthen 

,-A€GON's position in the reqion. Thanks to  this recent expansion. 

'AEGON wil1 soon manage the pension accounts of more than 1.2 

',.: 

... 

million people throuqhout Central and Eastern Europe. 

.. In the United States. AEGON's largest market. a key initiative is 
underway to provide financial solutions to  customers entering 

reitrement. Transamerica Retirement Management was launched as 

a new business unit in 2006. aimed specifically at helpinq customers 
manage their assets during retirement. As life expectancy rates 
increase. more people are havinq to  manaqe their pension assets 

over lonqer periods of time and AEGON believes i t  can offer broad 
and innovative solutions to  serve this rapidly-expanding segment of 

.... ; 

.. 

.. 

I 

I the retirement market. 

SERVING LOCAL NEEOS WITH GLOBAL CAPABILITIES 

AEGON has always relied on talented local managers to identify the 

changinq needs of their customers and the opportunities emerqing 

in their particular markets. In this way, AEGON seeks to combine the 

resources of an expanding global operation with the more Specific 

knowledqe and expertise of its local businesses. 

Throuqh the AEGON Pension, Network, AEGON is helpinq its multi- 
national corporate customers neqotiate the qrowing complexities of 

diverse national pension systems by providinq local solutions within 
a broader, more international framework. Established with AEGON's 

French partner La Mondiale, the AEGON Pension Network is the first 

coordinated cross-border network to  cater t o  the needs of multi- 

national companies, addressinq issues such as asset poolinq. 

requlatory reporting. varyinq tax regimes and supplyinq pension 
solutions for expatriate workers. Since its inception. the AEGON 

Pension Network has been expandinq steadily. Its members now 

include HOI Pensionsmanagement AG, Germany's third largest 

pensions provider. 

In 2006, AEGON also extended its partnerships with banks in a 

number of countries - an essential part of the company's multi- 
channel distribution strategy. AEGON's two new joint ventures in 

Spain - with leadinq savinqs banks Caja de Badajoz and Caja Navarra - 
complement the strong partnership established in 2003 with Caja de 

Ahorros del Mediterráneo. 

In Asia. AEGON was amonq the first to introduce bancassurance to 

Taiwan and AEGON-CNOOC has secured cooperation agreements 

with three of China's leadinq banks as a way of supporting AEGON's 

expansion in the country. 

In addition, AEGON further strenqthened its distribution network in 

2006 by acquirinq the remaininq 55 percent of Unirobe. a leadinq 

provider of financial advice in the Netherlands, and with its 
acquisition of Clark Inc., a distributor of bank- and corporate-owned 

life insurance in the United States. 
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COMMITMENT TO CORE BUSINESS 

AEGON is  focused on the lonq-term financial protection and 

asset accumulation needs of its clients. with a primary focus 
on deliverinq life insurance, pension, savinqs and investment 

products. 

SERVING LOCAL NEEOS WITH GLOBAL CAPABILITIES 
Supported by its global resources and broad expertise, AEGON 

relies on the knowledqe of local management to identify and serve 
the evolvinq needs of its customers. AEGON further seeks to 

deliver innovative products and services throuqh multi-channel 

distribution networks best suited to local markets. 

EMPHASIS ON PROFITABILITY 

AEGON pursues a strateqy of long-term profitability and 

sustainable qrowth. AEGON aims to achieve a long-term averaqe 
net income qrowth rate of 10 percent per annum. 

In the medium term, AEGON aims to double its value of new 

business durinq the period 2005-2010. AEGON sets its return 

objectives relative to the risk8 of its markets and wel1 in exces8 of 
the cost of capital. Disciplined expense management, toqether with 

the divestiture of non-core and structurally underperforminq 

activities. are key to achievinq these objectives. 

MARKET POSITION 

AEGON strives for a leadinq position in its chosen markets in order 

to realize the benefits of scale. while attractinq and retaininq 

quality management as wel1 as stronq local partners. 

INTERNATIONAL EXPANSION 

AEGON pursues growth in countries that offer long-term profitable 

qrowth lor the products and services i t  provides. AEGON seeks to 
expand its presence in its chosen markets throuqh orqanic qrowth 
and through select acquisitions and partnerships. 

EMPHASIS ON PROFITABILITY 

Writinq profitable new business is an essential pre-condition lor 
growth in both AEGON's established and developing markets. It 

ensures a good return for shareholders as wel1 as a financially sound 

company. 

In 2006. AEGON posted an increase of 32 percent in its operatinq 

earnings and 41 percent in its value of new business. AEGON's 

internal rate of return (IRR), a measure of the profitability of the 
business AEGON is  writinq. rose to 14.5 percent in 2006, up from 
12.4 percent in 2005. in November 2006. AEGON also announced a 

new growth target to double the value of new business lor the Group 
bv 2010 to EUR 1.1 biilion. 

AEGON's financial results. over the past two years. demonstrate the 

company's commitment to profitability, with significant increases in 

the value of new business and a consistent improvement in the IRR. 

The decision to set out. a new financial target reflects AEGON's 

confidence in the stronq growth potential of its core businesses. 

MARKET POSITION 

AEGON aims to achieve a leadinq position in each of its chosen 
markets. This allows extensive economie8 of scale and helps attract 

stronq local business partners as wel1 as talented managers and 

staff. Currently, AEGON is one of the larqest providers of life 

insurance and pensions in the United States. the Netherlands and 
the United Kinqdom. In addition, the company occupies a leadinq 

position in the Hunqarian. Slovakian and Polish markets. In Asia, 

AEGON is  one the larqest foreiqn-owned life insurance providers in 

Taiwan and has a growinq presence in China. 

INTERNATIONAL EXPANSION 

in 2006, AEGON made significant proqress in its efforts to expand its 

international presente. Durinq the year. AEGON fulfilled its ambition 

to re-enter the Mexican market. buyinq a 49 percent stake in life 

insurer Seguros Arqos. In Poland. AEGON bouqht PTE Ergo Hestia. a 
pension fund management company. And in India, AEGON signed a 

new joint venture with the Ranbaxy Promoter Group and achie!?!,:, 

further expansion in China with the opening of its new branch in ti?;.' 
I , . .~ ., , 
,=\ ~ 

I 
In early 2007, AEGON's international expansion continued. AEGbR; 

announced plans to establish a new partnership in Romania with..: 
Banca Transilvania. the country's f ifth larqest commercial bank,;Jri:2 

.?; ,, 
anticipation of a new mandatory pension system, to be introduce<t,yi-- 

the country in early 2008. In addition. AEGON also aqreed- tg'^' 
establish a new joint venture with Sony Life in Japan, providing 

acces8 to the world's second larqest life insurance market. In the 
cominq year. AEGON wil1 continue to pursue opportunities for 

international expansion, in line with its strateqy of ensurinq long- 

term qrowth and profitability for its products and services. 

.:. , 
Shandonq province. 
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AMBITIOUS GROWTH TARGETS 

I .................................................................................................................................................................................................... 
2005 VNB 2010 Tarqet VNB 

........ 
O 250 500 750 1,000 1,250 

......... p.,, ! 
...i" I"* ..... Arnericas 

'':\ B The Netherlands 
.& United Kingdam 

....,' 
j Asia 

Central h Eastern Europe 
... ...i ld I ........... ........... ........ Other European countries I ............ 

................................................................................................................................................................................................... 4 

A BLUEPRINT FOR GROWTH 

In 2006. AEGON launched its new global growth initiatives. These 

initiatives seek to capitalize on significant opportunities in three 
areas: pensions, distribution through banks and international 

expansion. Executive Board rnember Alex Wynaendts has been given 

responsibility for coordinatinq efforts on these initiatives across the 

entire AEGON Group. For the first time in 2006, AEGON alzo set out 

an ambitious new medium-term financiai qrowth target. 

THE GLOBAL PENSION OPPORTUNITY 

The worldwide pension market is chanqinq rapidly -2and AEGON is 
convinced that these chanqes w i l  result in siqnificant opportunities 

for the cornpany in the years ahead. Throuqhout the developed 
world. people are living lonqer. while the size of the workforce 

available to fund pensions is shrinking. It is estimated that by the 
middle of this century, the working~aqe population in Europe wil1 

have declined by 2 0  percent. The population of over-65s. rneanwhile, 

wil1 have risen by 8 0  percent. This phenomenon is putting strain on 

many countries' pension systems. Increasinqly. governments around 
the world are shiftinq responsibility for pension fundinq from the 

public to the private sector. More companies. conscious of their 

qrowing liabilities. are switchinq their pension plans trom defined 

benefit to defined contribution. effectively transferring responsibility 
for retirement planning to the individual. 

These Fhanges are drivinq demand for the type of PenSion and lonq- 
term savings products in which AEGON specialires, as many 
individúals now have to manage their retirement assets for 
., ".!."l* 
cqns!$erably lonqer periods of time than in the past. For these 

reasàns, AEGON is determined to enhance its alr'eady significant 

prëseke in the woridwide pension business. not Only in its 
eshblished markets of the United States. the Netherlands and the 

United Kingdom. but also in the fast-qrowinq. emerging markets of 

Central and Eastern Europe and Asia. As the baby-boomer 

qeneration enters retirement, much of the focus in Europe and the 

United States is now on helpinq individuals manage their pension 
assets. In emerginq countries, however, market penetration of 

pensions and life insurance is still relatively low and recent reform - 
particularly in Central and Eastern Europe - is opening UP previously- 
closed markets to private pension providers like AEGON. 

..?> 

PURSUINGGROWTHTHROUGHBANKS 

For AEGON, partnerships with banks with well-established local 

branches are an essential means of distribution, given banks' 
qrowinq role as providers of a wide range of financial and retirement 

solutions. For this reason. AEGON is determined to extend its 

network of bank partnerships as part of its broader. rnulti-channel 

distribution strategy. In many cases, particularly in the United States, 

AEGON already has relationships with banks that span decades. In 

some countries, banks have long been the primary means of 

distribution. In Spain, for exarnple, where AEGON has distribution 

agreements in place with three of the country's larqest regional 
savings banks. an estimated 70 percent of life insurance policies are 

sold through banks. 

GROWTH THROUGH INTERNATIONAL EXPANSION 
As part of i ts overail qrowth strategy, AEGON is workinq to expand its 

international presence targetinq, through selected partnerships and 

joint ventures, markets that wili offer above-averaqe growth in the 
years ahead. These emerqinq markets promise significant potential. 

Reform is already spurring economic qrowth and wealth creation, 

while sales of life insurance and pension products are still very low. 

relative to AEGON's estabiished markets. In many places, pension 

reform is underway. creating additional opportunities. In four of the 
five countries in Central and Eastern Europe in which AEGON has 
operations - the Czech Republic, Hungary, Poland and Slovakia - 
mandatory private pensions systems have been introduced. It is 

expected that the fifth - Romania - wil1 introduce a sirnilar systern in 
2008, the reason AEGON siqned a new joint venture partnership with 

8anca Transilvania in early 2007. 

AMBITIOUS GROWTH TARGET 

For the first time, in 2006. AEGON set out a medium-term financial 

target, a measure of the company's confidence in its core markets 

and businesses and the significant qrowth opportunities that wil1 

emerqe in the cominq years. AEGON's objective is to double the 

value of its new business by 2010 to EUR 1.1 billion. AEGON believes 
this target is ambitious. but realistic. Expanding the company's 
pension business, extendinq its network of bancassurance deals and 

targetinq new. fast-growinq emerqing markets wil1 al1 be vital. over 

the next few years. to achieve this objective. 
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A COMPREHENSIVE ACCOUNT OF 
AEGON'S PERFORMANCE IN 2006 
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Report of the Executive Board 

AEGON GROUP 

Investment income 5,718 2,006 2,413 192 47 

Fee and commission income 971 375 278 41 O 

Other revenues O O O 1 3 

AEGON's results demonstrate that 2006 has been a successful year for the 
company. Taking into consideration various measures of financial performance, 
each of these showed a positive development, with significant increases in 
operating earnings (32%), net income (2%) and value of new business (4lo/o). 

10,376 
1,665 

4 1  

In addition, AEGON's cash flows and capital position improved further. 

allowinq US t o  increase the dividend substantially. AEGON wil1 propose 
to pay a final dividend of EUR 0.31 per share and takinq int0 account 

the interim dividend, this wil1 brinq the total dividend for 2006 

to EUR 0.55 per share. This represents an increase of 22 percent 
compared to the previous year. As in the case of the interim dividend, 

AEGON w i l  buy back shares in the market t o  neutralize the dilution 
effect of stock dividends, affirminq the solid cash flows of the 

company. Contingent on sustained stronq capital position and cash 
flows. it is AEGON's objective to  increase dividends. 

I 

Durinq 2006. important proqress has been made in the development 
of Solvency II requlations for the insurance industry. A proposed 

directive is expected to be published in 2007. althouqh implemen- 

tation is not likely to  take place before 2010. AEGON is pleased with 

the proqress made in the development of Solvency II as i t  is expected 
to be an economic capital based system, which wil1 increase 

transparency and comparability amonq insurers al1 over Europe. 

AEGON sees this as a very positive development. provided that 

Solvency II wil1 be implemented on the Same basis as the next round 
of IFRS accountinq in order to  prevent an additional administrative 

burden for the insurance industry. Given the importante of al1 the 

various requlatory developments for AEGON and the industry. 

AEGON established a public affairs office in Brussels in 2006 to 

support decision makers in the process. 

In 2007. AEGON wil1 be running its economic capital model internallv 

for calibration purposes, with full implementation of the model 
expected to be phased in durinq 2008. Large, diversified companies 

such as AEGON wil1 be in the best position to capture the 

diversification benefits that exist under economic capital. For 

instance. while AEGON is exposed to mortality risk in some products. 
such as traditional life insurance, it is also exposed to lonqevity risk 

in its larqe pension business. These risks work in opposite directions 
and mitiqate the overall risk in a diversified company such as AEGON. 

REVENUES GEOGRAPHICALLY 2006 

Holdinqr. 
other 

activities 
The United Other and 

Ahounts in EUR million ~mericas Netherlands Kinqdom countries eiiminationr 1 ïotai  

21,768 
O 2,241 

Total life insurance qross premiums 7,709 3.028 9,214 1,817 

Accident and health insurance premiums 1,981 191 O 69 
General insurance premiums O 434 O 127 O I 561 

O I 24,570 Total oross oremiums 9,690 3,653 9,214 2,013 

Number of employees, includinq agent-employees 14,236 6,404 4,639 3,274 173 1 28,726 1 
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DIVIDEND PER SHARE 

!i 
NET INCOME PER SHARE 
Amounts in EUR :I Arnounts in EUR 

O 0.40 0.80 1.20 1.60 2.00 0.00 0.10 0.20 0.30 0.40 0.50 0.60 

~ 2o06 I , I I " I 

2006 I- 
Piopoied I I I I I 

200s 2005 

EARNINGS OVERVIEW 
Amaunts in EUR million 
Result of oDerations 

By product seqment 

Traditional life 

Life lor  account of policyholders 

Fixed annuities 
Variable annuities 

Institutional quaranteed products 

Fee - off balance sheet products 

Reinsurance 
Accident and health insurance 

General insurance 
Bankinq activities 

Other 

Interest charges and other 

Operatlnq earnlnqs before tax 

Gains/(losses) on investments 

Impairment charges 
Other non-operatinq income/(charqes) 

Share in profit/(loss) of associates 
Incorne before tax 

Income tau 
Incorne after tax 

Minority interest 

NET INCOME ' 
Income before tax qeoqraphlcally 

Americas 

The Netherlands 
United Kinqdom 

Other countries 
Holding and other activities 

Eliminations 

Incorne before tax 

income tax 
Minority interest 

NET INCDME' 
' Net income Wfem to net income attributable to equity holderr O f  AEGON N.V. 

2006 

790 
614 

433 

261 

275 

75 
163 
369 

55 

35 

O 

(242) 

2,828 
469 

(25) 
86 

32 

3.390 

(601) 

2.789 
O 

2,789 

2,140 

1,042 

33 1 

81 

(196) 

(8) 

3,390 

(601) 
O 

2,789 

2005 % 

823 (4) 
243 153 
425 2 

130 101 

280 (2) 
33 127 

105 55 
324 14 

55 O 

15 133 

(6) 

(280) (14) 
2,147 32 

1.157 (59) 
14 

277 (69) 

20 60 

3,615 (6)  

(885) (32) 
2.730 2 

.- 2 , .. , 

?".,i ! 

2,732 @i, 
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This leads to lower economic capital requirements, a benefit which is 
much more difficult t o  obtain for smaller, local insurance companies 

operatinq in specific niches. 

Finally. European Embedded Value Principle8 continue to evolve. The 

CFO forum is tryinq to establish a market consistent embedded value 

(MCEV) definition that is applicable to al1 members, 50 MCEV wil1 als0 

be comparable between participatinq companies. AS an active member 

of the CFO forum, AEGON is an avid supporter of developments that 

can lead to increased transparency and comparability in the 

insurance industry. AEGON wil1 publish its fu l l2006 Embedded Value 
Report in May 2007, which wil1 provide an important additional set of 

information about AEGON's financial performance. 

I 

O V E R V I E W  

Durinq the past year. we made significant proqress in line with 

AEGON's strateqy to  increase profitability. enhance distribution and 
expand qeoqraphically int0 reqions that offer lonq term qrowth 

potential for our core products and services. 

, 

The 32 percent increase in operatinq earninqs reflects qrowth across 

most lines of business especially in the Americas and the UK. 

The 2 percent increase in AEGON's net income for the year reflects 

higher operatinq earninqs, as wel1 as lower qains on the investment 
portfolio and lower book qains. 

In :2006. new life sales' increased 20 percent for the full vear, 

r&tinq .. , record sales in AEGON UK which increased,54 percent, as 
welias a rebound in retail life sales in AEGON US and improved life 

sales in AEGON The Netherlands. AEGON Spain's new life sales more 
thän doubled to EUR 52 million as a result of our recent partnerships 

w i t ima jor  savinqs banks. AEGON Central and Eastern Europe's new 
life..sales were particularly stronq in Poland durinq the year, with 

record sales in the fourth quarter of 2006. AEGON Taiwan business 
made the transition to  a more balanced product portfolio durinq 

2006. Nearly half of the new business came from higher marqin unit- 
linked Droducts. 

.:. 

' New l i k  raler refers to standardized new premium production and is delined as 
new recurrinq premium + 1110 of single premium. 
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RESULTS 

Operatinq earninqs before tax in 2006 increased 32 percent t o  

EUR 2.828 million (and increased 33 percent at constant currency 

exchange rates). with increases in AEGON Americas, AEGON 

The Netherlands, and AEGON UK. Operatinq earninqs before tax in 

AEGON Americas were USD 2,732 million for 2006. an increase of 
USD 367 million or 16 percent compared to 2005. The return on 
hedqe funds, limited partnership and convertible bond assets 
contributed siqnificantly to the earninqs qrowth. In addition. the 

earninqs improvement in AEGON Americas is due to qrowth in most 

lines of business and improved mortality experience. The increase in 

operatinq earninqs in AEGON The Netherlands reflects primarily the 

net positive impact of changes in interest rates on quarantee 
provisions and related hedqes. In AEGON UK, the increase in 

operatinq earninqs before tax mainly reflects the positive effect of 
higher equity and bond markets and qrowth of the businesses. partly 

offset by the impact of higher surrenders due to, 'Pension A-Dav'. 
The decrease of operatinq earninqs before tax in Other countries 

primarily reflects investments :o 9row AEGON's businesses in 

Slovakia and China. This decrease was partly offset by higher 
earninqs in Hunqary and Spain. 

Net qains on investments (before tax) and impairment charqes 

toqether amounted to  EUR 444 million compared to a qain of 
EUR 1,171 million in 2005. The decline, partly offset by net qains on 

the sale of shares in the Netherlands, primarily reflects a neqative 
fair value change in derivatives used for asset and liability 

manaqement in the Netherlands and normal tradinq activity in the 

US in a higher interest rate environment. 

Other non-operatinq incomekharges) and the share in the profit/ 

(10s) of associates toqether amounted to  EUR 118 million. The 

comparable fiqure in 2005 contained the book qain before tax on the 

sale of the qeneral insurance activities in Spain of EUR 176 million. 

Net income increased 2 percent to EUR 2,789 million (3 percent at 

constant currency exchange rates) in 2006. Higher operatinq 
earninqs were offset by lower net qains on investments and lower 

other non-operatinq income. The effective tax rate decreased to 18 

percent from 24 percent in 2005. mainly due to  hiqher tax-exempt 

qains in the Netherlands and the impact of the reduction in 2007 of 



............................................. ................................................. 
the corporate tax rate in the Netherlands from 29.6 percent t o  25.5 

percent ratified by the Dutch parliament in the fourth quarter of 

2006 and resultinq in a release of deferred tax liabiiities. Net income 

per share of EUR 1.63 was equal t o  net income per share in 2005. 

Commissions and expenses increased 10 percent t o  EUR 6,085 

million (11 percent at constant currency exchange rates) reflectinq a 
chanqe in business mix, qrowth in the businesses and hiqher DPAC 

amortization. 

Totai revenue qenerating investments amounted to EUR 363 billion at 

December 31.2006, compared to EUR 358 billion at December 31.2005. 

PRODUCTION 

In 2006, new life sales increased 2 0  percent to EUR 3,051 million, 

primarily due to record sales in the United Kinqdom. In the UK, new 

life saies increased 5 4  percent lor  the period as a result of stronq 
pension d e s ,  partly attributable to  'Pension A-Day'. and qrowth in 

the sales of bonds, annuities and individuai protection products. New 

liie sales in the Americas increased 7 percent in 2006. Higher banh- 
owned and corporate-owned (BOLKOLI) sales. reinsurance sales, as 

wei1 as qrowth in the middle market were partly offset by lower retail 
sales within the Transamerica aqency channel eariier in the year. 

New life sales in the Netherlandsjncreased 7 percent to EUR 248 

miliion. driven by qrowth of individuai life sales throuqh the 

intermediary channei and increased activity in the qroup pensions 
business. New life sales in Other Countries in 2006 decreased 30 

percent due to lower sales in Taiwan, but were partly offset by hiqher 

sales in Spain and Poland. The increase in new life sales in Spain 

mainly reflects the joint ventures with Caja de ñadajoz and Caja 
Navarra which became operational mid-year 2006. 

Sales of annuity and institutional quaranteed products in the 
Americas increased 11 percent t o  USD 21.3 biilion. compared to 2005. 

Variable annuity deposits of USD 6.6 billion increased 6 percent 

compared to 2005. The retail segment increased 15 percent over last 

year due to  increased demand for variable annuity products and 

increased wholesaler distribution. Fixed annuity deposits declined 

2 percent while deposits in the pension channel increased 48 

percent. Retail fixed annuity deposits declined 19 percent as sales 

continue to be challenqed by the inverted yield curve and 

competition from other banh-'sold products. Deposits in institutional 

quaranteed products increased 17 percent, primarily due to hiqher 
medium-term note issuance. 

Off balance sheet production for AEGON increased 14 percent, 
reflectinq Stronq sales of synthetic Guaranteed investment Contracts 

(GICsl, stronq sales in retail mutual funds in the US and the UK, and 

continued qrowth of AEGON's pension fund business in Central and 

Eastern Europe. The increase was partly offset by lower sales of 
manaqed assets. 

This report includes a non-GAAP financial measure: operatinq 

earninqs before tax. The reconciliation of this measure to the most 

comparable GAAP measure is shown below in accordance with SEC 

Regulation G ,  reqardinq conditions for use of non-GAAP iinancial 

measures. AEGON believes the non-GAAP measure shown herein, 

toqether with the GAAP information. provides a meaninqfui measure 

for the investinq pubiic to evaluate AEGON's business relative to the 
businesses of our peers. 

Arnounts in EUR rnillion 

Operatinq earninqs before tax 

Gains on investments 

Other income 

Losses on investments 
impairment charqes 

Other charges 
Poiicyholder tax 

Share in profitl(los8) of associates 

Income before tax 

2006 

2,820 

964 

12 

(495) 

(251 
(11 
75 

32 

3.390 

2005 

2.147 

1269 

176 

(1121 
14 

(31 
104- 

c--q - 
4% - 

3.619 1 
f.., . ,  

This review of operations should be read in conjunction with &C: 
4 . ~ , l  

l i  financial statements in this annual report. 

.......................................................................................... 6 , y - C  . . 
I..: 

c:,:.:, 
--".,r... 1 

OPERATING EARNINGS BEFORE TAX BY ACTIVITY 
Amounts in EUR mill ion 

INCOME BEFORE TAX GEOGRAPHICALLY 
Amounts in EUR mill ion 

(7001 O 700 1.400 2,100 2,800 3.500 O 8 0 0  1,600 2.400 3.200 4,000 

I l i I I l i I I 
2006 I I 

W Life inrurance 
W Accident h health insurance W Other activities Arnericas UK 

Generai insurance W Interest charges and other W Netherlands Other countries 

Bankinq activities 
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AM ER I CAS 

2006 ï - 1  

2005 Tzl 

AEGON Americas is well-positioned, profitable, and growing. We continue to be 
disciplined with regard to profitability and risk management, and this discipline has 
been instrumental in driving our solid financial results and meeting the long-term 
expectations of our stakeholders - even during changing market conditions. 

In 2006. we focused on growinq the value of our business and 

accomplished this growth in three ways - throuqh orqanic qrowth 

domestically. leveraqinq our capabilities to  support AEGON's qrowth 

in existinq and developing markets in Europe and Asia, and through 

new acquisitions. 

Orqanic qrowth initiatives included increasing our penetration of the 

middle market throuqh the development of new products and 
acceierated agent recruitment. Tarqetinq the worksite. we launched 

a new initiative throuqh Transamerica Worksite Marketing that offers 
employers a state-of-the-art system desiqned to enroll employees 

and make premium payments throuqh direct payroll deduction. 
Throuqh our intense recruitinq efforts, World Financial Group ha8 

increased its network of iicensed aqents. 

Early in 2006, we created a new business unit called Transamerica 
Retirement Management. While our industry ha8 done wel1 to 
encourage retirement savinqs durinq employment. we believe that 

more can be done at the point of retirement. 

.... 
,.:I 

n ! 
............................................... 

I OPERATING EARNINGS BEFORE TAX 
Anlbunts in USD million 

, .. , 
600 1,200 1,800 2,400 3,000 

. .  o ~.. 

Traditional 
Account policyhoiders 

W institutional guaranteed products 
Fee - off balance Sheet 

Fixed annuities W Reinsurance 
Variabie annuities O Accident 6 health insurance 

This unit is devoted to helpinq the aqing baby boomer qeneration 

manage its assets as they enter retirement in increasinq numbers. 
This initiative includes tailorinq existinq AEGON products to address 

a broader range of retirement needs. while relyinq on our broad 

network of distribution channels. 

Cost-saving measures introduced in 2 0 0 6  included consolidatinq 

some of our back-office functions. investing in new technology to  

create efficiencies and improve.services, as wel1 as reducing the 

number of administrative platforms we operate. We anticipate 
savinq between USD 15 million and USD 2 0  million because of recent 

consolidaiion. 

Our companies continue to export their expertise and proven 
capabilities internationally. AEGON Direct Marketinq Services and 

Transamerica Reinsurance are examples of businesses that have 

successfully transferred their capabilities int0 markets outside 
the Americas. Increasingly. this approach of sharinq knowledge and 

........................................... 
GROSS DEPOSITS I OFF BALANCE SHEET PRODUCTION 
Amounts in USD million 

O 5,000 10.000 15,000 20,000 25.000 

2006 - - 2005 - 
On balance sheet 
W Fixed annuities 
W Institutional guaranteed product5 
W Variable annuities otherassets 

Off balance sheet 
Synthetic GICs 

H Mutual funds i COileCtive trusts 
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STANDARDIZED NEW PREMIUM PRODUCTION 
Arnounts in USO rniilion 

O 300 600 900  1,200 1.500 

Per 1 EUR 
USD 

CAD 

li W Sinqle W Recurrinq annualized ................................................................. J ................................................................................................................................ 

1.2566 1.2456 1.3170 1.1797 
1.4236 1.5094 1.5281 1.3725 

experience and leveraging skills is proving a distinct competitive 

advantaqe as AEGON pursues its growth opportunities. 

Acquisitions in 2006 included the purchase of a 49 percent interest 

in Seguros Arqos S.A. de C.V.. a Mexican life insurance company that 

distributes term life products throuqh the worksite. The Mexican 

insurance and savings market offers significant opportunities for 
qrowth. We als0 announced our agreement to  acquire Clark Inc.. a 

US company with a strong presence in the bank- and corporate- 

owned life insurance (EIOLI/COLI) market. 

In 2006, we announced for the first time a value of new business 

growth target. Over the next five years. we are projecting a 13 percent 
growth in the value of new business. We expect our business mix 

during this period to move toward more individual savinqs and 

pensions. 

Our businesses are strong and they are growing. We wil1 continue to 

SUPPOrt international expansion. while identifying ways to reduce 

costs and acquisition opportunities that wil1 further boost our growth. 

................................................................................................. 

AMERICAS 
(includes AEGON USA and AEGON Canada) 

Income by product seqment 
Traditional life 

Lite tor account of policyholders 
Fixed annuities 

Variable annuities 

Institutional quaranteed products 
Fee - off balance sheet products 

Reinsurance 

Accident and health insurance 

Operatinq earninqs before tax 

Gainsl(1osses) on investments 

Impairment charges 
Incorne before tax 

Income tax 
Minority interest 

NET INCOME 

2006 
in million 

USD 

716 

1W 
545 
327 

346 

68 
205 

416 

2,732 

(28) 

(15) 
2,689 

(738) 

o 
1.951 

2005 
in million 

USD % 

674 6 

108 1 

529 3 
162 102 

349 (1) 
67 1 

131 56 
345 21 

2,365 16 
299 
53 

2,717 11) 
(705) 5 

2 

2.014 I31 

2006 
in million 

EUR 

570 

87 
434 
260 
275 

54 
163 
331 

2.174 

(22) 
(12) 

2,140 

1587) 

O 

1,553 

2005 
in miliion 

EUR % 

541 5 

87 O 
425 2 

130 1W 

280 (2) 
54 O 

105 55 

277 
I&+ , .... .. I 

1,899 1$..:, --. 

240 I ' ,  
r-' 

(566) 4'  i 
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....................... 
OPERATING EARNINGS BEFORE TAX 

Operatinq earninqs before tax were USD 2,732 miliion for 2006. an 

increase of USD 367 million ar 16 percent compared to 2005. The 

return on hedqe funds, limited partnership and convertible bond 

assets contributed siqnificantly to the earninqs qrowth. The returns 

on these portfolios outperformed long-term expectations in both 

2006 and 2005. and stronq returns were particularly noticeable in 
the fourth quarter of 2006. In addition, the year over year earninqs 

improvement is due to qrowth in most lines of business and improved 

mortality experience. 

TRADITIONAL LIFE 

Operatinq earninqs before tax for traditional life increased 

USD 42 million, ar 6 percent, to USD 716 million in 2006. The qrowth 

over last year is primarily attributable to improved mortality 
experience. continued favorable performance in the hedqe fund and 
limited partnership portfolios, and continued qrowth of the inforce. 

The earninqs from the fair value assets held at fair value throuqh 
profit and loss (hedqe funds and limited partnership9 contributed 

USD 79 miilion in 2006 compared to USD 58 million in 2005. 

LIFE FOR ACCOUNT OF POLICYHOLDERS 
Operatinq earninqs before tax from life for account of policyholders 

of USD 109 million increased USD 1 million compared to 2005. 
l 

..:,FIXED ANNUITIES 

-".Fixed annuity operatinq earninqs before tax increased 3 percent to 

.... USD 545 million compared to 2005. This reflects an increase in 

,- ,earninqs from the impact of fair value movements of certain 
.: financial assets. as wel1 as otherwise stable spreads on lower 

;..!balances. Assets carried at fair value contributed USD 148 million 
'..,compared to USD 92 million in 2005. The earninqs impact from the 

:.'valuation of total return annuities declined to USD 14 million 

I . ,  .... 

.... 

:.~ 
compared to USD 42 million in the prior year. 

Product spreads on the larqest seqment of the fixed annuity book 

were 247 basis points in 2006 on a pre-tax operatinq basis compared 
to 230 basis points in 2005. Product spreads in 2006 include 40  

basis points from the impact of valuation of certain financial assets 
carried at fair value compared to 21 basis points in 2005. 

.......................................... 

.............................................. 
On a normalized basis, the expected contribution to product spreads 

from the valuation of these assets is  approximately 17 basis points. 

VARIABLE ANNUITIES 

Variable annuity operatinq earninqs before tax amounted to 

USD327 million in 2006. an increase of USD 165 million compared to 
2005. The valuation of Canadian seqreqated funds contributed 

earninqs of USD 54 million in 2006 compared to USO 12 million in 

2005. The remainder of the increase reflects favorable equity 

markets and qrowth in assets under management in addition to 
favorable deferred policy acquisition casts (DPAC) amortization 

compared to 2005. 

INSTITUTIONAL GUARANTEED PRODUCTS 

Operatinq earninqs before tax of institutional quaranteed products 
decreased 1 percent to USO 346 million compared to 2005. Higher 
earninqs on certain assets carried at fair value, which amounted to 

USD 164 million compared to USD 85 million in 2005, and qrowth 

due to stronq sales were offset by reduced product spreads due to 
the continued rise of short-term interest rates early in 2006. 

FEE - OFF BALANCE SHEET PRODUCTS 

Operatinq earninqs before tax from fee - off balance sheet products 

were USD 68 million in 2006. an increase of USD 1 million over 2005. 

The 2005 results include a one-time release of USD 20 million from 
a long-term deferred compensation plan. This was more than offset 

by higher fees from the qrowth in assets under manaqement due to 

stronq production and favorable equity markets. 

REINSURANCE 

Reinsurance operatinq earninqs before tax of USD 205 million 

increased 56 percent compared to 2005. The increase in earninqs 

primarily reflects continued qrowth in the inforce business due to 

stronq sales and favorable mortality compared to 2005. in addition. 

earninqs from the total return annuity product amounted to USD 24 

million in 2006 comared  to a loss of USD 7 million in 2005. 

24 I AEGON ANNUAL REPORT 2006 



................................................................................................. 

................................................................................................ 
ACCIDENT AND HEALTH INSURANCE 

Accident and health operatinq earninqs before tax increased 
21 percent to USD 416 miliion in 2006. The increase in earninqs is 

primarily due to favorable claims experience compared to 2005 and 
continued'qrowth of the business. 

LONG-TERM RETURN EXPECTATIONS FOR FAIR-VALUED 

ASSETS iN OPERATING EARNINGS 

AEGON provides long-term return expectations for certain financial 
assets that are manaqed on a total return basis with no offsetting 

chanqes to the fair value of liabilities. Long-term annual earninqs on 
these assets, as described in more detail below. are hased on long- 

term expected returns in financial markets. but should not be used 

as an explicit forecast for the year as actual results can and wil1 

deviate from these exoectations. 

These assets include certain hedge funds, real estate limited 
partnership8 and convertible bands, with assets totalinq 

approximately USD 3.8 hiliion as of December 31, 2006. Operatinq 
earninqs for 2006 include USD 499 miilion (USD 598 million before 

DPAC offsets) related to these asset classes, includinq fair valuation 
of assets of USD 452 million and cash income of USD 47 million. 

Based on current hoidings and asset class returns consistent with 

long-term historica1 experience, the long-term expected return on an 
annual basis is  8 to 10 percent, includinq fair valuation and cash 

income, before tax and DPAC offsets. The impact of the fair vaiuation 
of assets is most notable in the traditional life, fixed annuity and 

institutional quaranteed products lines of business. 

I 

NET INCOME 
Net income. which includes net qainsllosses on investments and 

impairment charges, decreased 3 percent to USD 1,951 million. Net 

qainsliosses on investments amounted to a 108s of USD 28 million in 

2006 compared to a qain of USD 299 million in 2005. The loss in 
2006 is primarily due to normal trading activity in the bond portfolio 

during the second quarter of 2006 in a risinq interest rate 
environment. 

The effective tax rate of 27 percent for 2006 is  siiqhtly higher than 

the effective rate of 26 percent in 2005. 

REVENUES 
Revenues of USD 20.6 billion increased 11 percent in 2006 compared 

to those in 2005. Life insurance qross premiums of USD 9.7 billion 

increased 17 percent. Life qeneral account premiums increased by 
5 percent compared to 2005. reflectinq a 7 percent increase in single 

premiums and a 5 percent increase in recurrinq premiums, primarily 

in the reinsurance business. Life for account of policyholders 
premiums increased by 62 percent compared to 2005, a resuit of a 

larqe single premium BOLIICOLI case in 2006. The 2006 fiqure 

includes USD 95  million of premiums from the acquisition of a biock 

of credit life insurance. 

Accident and health premiums of USD 2.5 billion remained stable 

comoared to 2005. 

Investment income increased 7 percent in 2006 compared to 2005, 

primarily due to risinq short-term rates, higher volume and increased 
book yield from reinvestment of the portfolio. 

COMMISSIONS AND EXPENSES 

Commissions and expenses of USD 4.614 million increased 14 percent 
compared to 2005. Operating expenses of USD 1,957 million in 2006 

were up 11 percent compared to 2005. This increase includes 'Ee 
impact of a one-time release of USD 20 million durinq 2005 f t o h  

,, '-, 
a long-term deferred compensation plan inciuded in the fee - off pvr! 

'.",'i balance sheet line of business. 

'I_' 

Operatinq expenses increased primarily due to growth initiatives4in 

variable annuities and off balance sheet asset management, as Gil 
as increased requlatory and compliance costs. On January 11, 2 6 7 '  
Transamerica announced that i t  wil1 consolidate its Kansas C i v -  
based life insurance administrative operations in Cedar Rapids. lowa 
by year-end 2007. Once consolidation is complete annuai savinqs are 

expected to be USO 15 million to USD 20  million. 

1. I 

I 

Net impairment charges of USD 15 million in 2006 were wel1 below 

long-term expectations, but less favorable than the net impairment 
recoveries of USD 53 million recorded durinq 2005. 
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New life sales for retail and BOLIICOLI products increased 3 percent 

to USD 934 million. includinq USD 50  million from the assumption of 

a significant block of credit life insurance throuqh a reinsurance 
transaction. Retail sales declined 9 percent over 2005 due to the 

discontinuance of sales of investor-owned life insurance offset 

partially by a rebound in the fourth quarter of 2006. Standardized 

sales of BOLI/COLI increased USD 95  million to USD 202 million in 

2006. Reinsurance new life sales of USD 315 million increased 
USD 56  million or 22 percent over 2005 due to qrowth in both 

domestic and international sales. 

Fixed annuity new deposits declined by USD 52 million. or 2 percent, 

to USD 2.169 million in 2006. Retail fixed annuity new deposits 
declined 19 percent as fixed annuity sales continued to be difficult 
due to the inverted yield curve and competition from other bank-sold 

products. However. new deposits in the pension channel increased 
4 8  percent to USD 799 million. The increase in pension sales is 

primarily related to fourth quarter 2006 terminal fundinq sales of 
USD 228 million. Fixed annuity account balances of USD 48.0 billion 

were USD 4.9 billion lower than year-end 2005 as policyholder 
withdrawals continued to exceed new deposits. The total decrement 

rate on the retail annuity segment increased to 23 percent in 2006. 
up from 14 percent in 2005. 

Variahle annuity new deposits of USD 6.6 billion increased 6 percent 

compaied to 2005. The retail segment increased 15 percent over last 

year du6 to an increase in demand for variable annuity products and 
increased wholesaler distribution. Sales in the pension segment 

declined 3 percent from last year. primarily due to stronq takeover 
deposits in the third quarter of 2005. Variable annuity balances of 

USD 52.7 billion increased 10 percent compared to year-end 2005. 

Sales of institutional quaranteed products amounted to USD 12.5 
billion, an increase of 17 percent durinq 2006. The increased sales 

were primarily due to higher medium term note issuance. The 
balance of institutional quaranteed products increased to USD 34.3 

billion compared to USD 32.9 billion at year-end 2005. 

-_ . .. , 

,... 

Ir , 

, -  I .~ 

percent over 2005. Retail mutual fund deposits of USD 3.1 billion 

increased 51 percent in 2006 due to increased sales in the wirehouse 

and fee planner channels. Sales of pension mutual funds increased 

2 percent over a stronq 2005 to USD 5.3 billion. Synthetic GIC sales 

of USD 12.6 billion in 2006 increased 53 percent with the increase 

larqely attributable to fourth quarter 2006 sales of USD 7.1 billion. 
Institutional asset management sales decreased from USD 2.9 billion 

in 2005 to USD 1.4 billion in 2006, primarily due to a stronq first 

quarter 2005 prior to a change in investment personnel. Off balance 

sheet assets of USD 94.6 billion at December 31, 2006 increased 

17 percent compared to year-end 2005 due to continued stronq mutual 

fund and synthetic GIC sales and favorable equity market returns. 

GENERAL HISTORY 

AEGON's operations in the Americas comprise AEGON USA Inc.. 
AEGON Canada Inc., and the Mexican activities, which are collectively 

referred to as AEGON Americas. The companies operating in the 

United States are collectively referred to as AEGON USA. Reference 
to AEGON USA in this report refers individually or collectively to the 

correspondinq operatinq companies. The companies operatinq in 

Canada are collectively referred to as AEGON Canada. 

Mexican activities include the 49 percent interest in Sequros Arqos 
S.A. de C.V.. a Mexican life insurance company specializinq in the sale 
of life insurance to individuals throuqh their employers (worksite 

marketing) and the 49 percent of Afore Arqos, a start-up pension 
fund management joint venture. Ranked by rnarket share for 

individual life insurance. Sequros Arqos i s  Mexico's ,eiqht larqest 

insurance company as of December 31, 2006 (Source: AMIS - the 
Mexican Association of Insurance Institutionsì. 

AEGON USA 

AEGON USA Inc., the principal holding company of AEGON USA, was 
formed in 1989 when AEGON consolidated its holding companies in 

the United States under one financial services holding company. 

Business operations are conducted through life insurance 
subsidiaries of AEGON USA Inc., and Commonwealth General, with 

licenses in every state of the United States. the District of Columbia, 

Puerto Rico, the Virqin Islands. and Guam. 
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AEGON USA's primary insurance subsidiaries in the United States. 

al1 of which are wholly owned. are: 
s Life Investors Insurance Company of America 

s Monumental Life Insurance Company 

8 Peoples Benefit Life Insurance Company 

8 Stonebridqe Casualty Insurance Company 
s Stonebridqe Life Insurance Cornpany 

s Transamerica Financial Life insurance Cornpany 

Transamerica Life Insurance Company 
s Transamerica Occidental Life Insurance Company 

Veterans Life Insurance Company 
Western Reserve Life Assurance Co. of Ohio 

The operations in the United States (carried out by the collective 

qroup of operatinq companies in the United States) primariiy sell life 
insurance products. AEGON's operations in the United States als0 

sell accident and health insurance, but made the strateqic decision 

to move away from primary health coveraqe a number of years aqo 

to concentrate health operations in the supplemental coveraqe 
sector. Traditional life is  AEGON USA8 larqest business seqment. 

AEGON's subsidiary companies in the United States contain five 

operatinq qroups actinq throuqh one or more of the AEGON USA life 
insurance companies: Aqency, Direct Marketing Services, Financial 

Markets. Institutional Products and Services, and Pension. The qroup 

structure enables AEGON USA to manage the orqanization efficiently, 

to identify business synergies, to pursue cross-sellinq opportunities, 
and to improve operatinq efficiencies. Coordinated support services 

complement operations by providinq expertise in systems technoloqy. 

investment manaqement, requlatory compliance. and various corpo- 

rate functions. Products are offered and distributed throuqh one ar 
more of the AEGON USA licensed insurance ar brokeraqe subsidiary 

companies. The divisions'referenced below are part of those subsidiary 

comoanies. 

PRODUCTS AND DISTRIBUTION 

AGENCYGRDUP 

The Aqency Group divisions offer a wide range of insurance products 
throuqh aqents dedicated to sellinq AEGON products as wel1 as 

independent aqents. reqistered representatives, financial advisors. 

and specialized marketing orqanizations. The Aqency Group targets 

distinct market seqments ranqinq from lower-income clients to the 
advanced market with higher net-worth customers whom it  serves 
by providinq various tax and estate planning products. 

InterSecurities, Inc. (151) is a iully licensed. independent broker-dealer 

and registered investment advisor. E l ' s  reqistered representatives 
are focused on heipinq clients meet their investment objectives 

throuqh an array of financial products that includes mutual funds, 
fixed and variable iife insurance. annuities, and securities. IS1 is 

positioninq itself ior qrowth with the active recruitment of 
experienced iinancial professionals who appreciate the value of 

insurance products in an overall financial plan. 

The Life Investors Agency Grouphdependent Marketing 

Organizations target the middie to upper-income markets. sellinq 
primarily interest-sensitive and ordinary life insurance. Life Investors 

offers support to aqencies and provides aqents with quality products. 
technoloqy tools. and a high-level of home office training and 

support. Durinq the past few years. the Independent Marketing 
Orqanizations qroup (IMO) has seen qrowth in bath recruitinq and 

sales. This unit focuses on developinq relationships with independent 
marketing orqanizations and manaqinq qeneral aqents throuqhout 

the United States. 

h e  Long Term Care division (LTC) administers an existinq block.::af'::T 
insurance products desiqned to meet clients' long-term healthdde' 

needs durinq retirement. LTC insurance products provide coverabe ~j 
,.~T,: ,.::.' 

primarily for care services provided at home, in an assisted Iiy,rii,.;~! 
facility, or in a nursinq home. Sales of long-term care insurance,in I 

this division were temporarily discontinued in 2005. The LTC diviyen: - 1  

is currently re-evaluatinq the lom-term care marketplace aBd'~1:: 
intends to beqin seliinq new long-term care products in 2007. (2:: 'C2 

....,! '..A 

Monumental targets the lower and middle-income markets. sellinq 

individual traditional life and supplemental health insurance throuqh 
three distinct distribution systems: Career Aqency, IMO, and Pre-Need. 

In the Career Aqency channel. 2.483 aqents in 22 states provide face- 
to-face sales and services to policyholders, and reflect the diversity 

found in the communities they serve. in the IMO channel. approximately 
500 qeneral aqents market to military families on or near military 

installations in the United States and abroad. 

, ,  
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The typical agent is a former military officer. In 2006, the division 

expanded its IMO focus to provide final expense coveraqe for middle- 

income customers in the rapidly qrowinq senior market, with 
simplified products and face values up to USO 25.000. The Pre-Need 

unit Se115 life insurance products to pre-fund funerals throuqh funeral 

directors and their aqents. 

Transamerica insurance & Investment Group (TiIGJ, the marketing 
unit for Transamerica Occidental Life Insurance Company (TOLIC) and 

its affiliates. distributes term, fixed, and variable universal life 

insurance and fixed annuity ProductS. in the United States. TIIG 

focuses on the upper-middle and affluent markets. in addition to a 

number of niche markets that include srnall to mid-sized businesses 
and various ethnic qroups. In May 2006, TOLIC announced the 

establishment of a Bermuda company. Transamerica Life (Bermuda) Ltd., 
a subsidiary of TOLIC with branch offices in Honq Konq and Singapore. 

TIIG's primary distribution channel is a network of independent 

qeneral aqencies and aqents. Sales of TIIG's variable products are 

supported by its broker-dealer affiliate, Transamerica Financial 
Advisors, Inc. TIIG also has a National Accounts channel throuqh 

which i t  provides life insurance products to customers via the  broker^ 

dealer community. In 2006, TIIG celebrated the 100th anniversary of 

the foundinq of the oriqinal Transamerica life company. Occidental 

Life Insurance Company. 

<.:, 
Transamerica Worksite Marketing (TWMJ offers a wide ranqe of 

.voluntary .- payroll deduction life and supplemental health insurance 

products for qroups ranqinq in size from as few as five employees to 

more than 100.000 employees. Products marketed to  employees at 

.. their workplace are desiqned to supplement benefit plans that they 
. . .  .may already have. both throuqh their employers and on their Own. 

~. 

-. 

, 

,..~,. 

Worid Financial Group (WFG) targets the middle-income market, 

sellinq variable universal life insurance, variable annuities. mutual 
funds. equity indexed universal life insurance. universal life 

insurance. and term life insurance. WFG offers its associates the 
opportunity to build financial services and insurance businesses on 

their own terrns. Associates can offer securities-related products and 
services by becominq reqistered representatives of WFG's affiliated 

broker-dealer, World Group Securities. Inc. 
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AEGON DIRECT MARKETING SERVICES 

AEGON Direct Marketing Services (ADMS) is focused on custorners 

who may not be reached by AEGON USA's other distribution 

channels. ADMS aims to attract clients that might prefer to buy 

insurance products directly and not throuqh an agent or 

intermediary. For this purpose. ADMS has developed a hiqhly 
tarqeted approach usinq sophisticated database technoloqy to  

increase its ability t o  develop niche markets and design products 
positioned to meet specific customer needs. Customers can purchase 

an extensive portfolio of products throuqh direct mail, point-of- 

service, internet, and telemarketing. Products are also marketed 

usinq the endorsement of sponsoring orqanizations such as financial 

institutions, auto dealers, and various membership associations. 

Additionally, AOMS ha8 applied its direct marketing expertise 
internationally and is now doinq business in Europe. Asia. Australia. 
and Latin America. ADMS has developed strateqic relationships with 

major business partners in these reqions and uses their endorsement 

to  market products via telemarketing and direct mail. 

FINANCIAL MARKETS GROUP 

AEGON USAs Financial Markets Group (FMG) consists primarily of 
Transamerica Capital Inc., and Extraordinary Markets. 

Transamerica Capital Inc. (TCIJ works in partnership with many of 
the larqest banks, national and reqional broker-dealers, and financial 

planners in the United States to market fixed and variable annuities. 
mutual funds, 401(k) plans, and life insurance products. The bank 

distribution channel is particularly important to FMG. Workinq 

closely with its partners, FMG develops products and provides 

support t o  help banks expand their relationship with their customers. 
TCl's broker distribution channel focuses on less-hiqhly custornired 

products, in an administrative and service environment desiqned to  

assist the representative. The financial planner channel is a qrowinq 

area for TCI. TCI strives to  assist financial professionals to  build 
client portfolios with a diverse ranqe of products and the 

convenience of workinq with one orqanization. 

Extraordinary Markets offers fixed and variable life insurance 
products throuqh independent brokers to the bank- and torporate- 

owned life insurance market. Extraordinary Markets' specialized 
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.................................................................................................. 
team of product development, financial. actuarial and investment 

professionals has helped some of the world's leadinq financial 
institutions and corporations fund employee and executive benefit 

and compensation programs throuqh innovative insurance and 

investment soiutions. The market is approached opportunisticaily 
and thus sales results can vary siqnificantly from year to year. 

INSTITUTIONAL PRODUCTS AND SERVICES GROUP 

The institutional Products and Services Group includes AEGON 

Institutional Markets and Transamerica Reinsurance Group. 

AEGON Institutional Markets Division (IMD) is wel1 positioned and 

ionq established in the competitive and relatively mature institutional 

market. IMD entered the market with a distinctive floatinq-rate 
quaranteed investment contract (GIC) in 1982. Since then. i t  has 

siqnificantly expanded its platform to include traditional fixed-rate 

GICs, fundinq agreements. notes and fee-based products such as 

synthetic GiCs in which IMD holds a leadinq market position (Source: 
reports from LIMRA International and Stable Value Investment 

Association, Stable Value and Funding Agreement Producis, 2006 

Jhird Ouarter Sales. Landmark Strategie5 2005 Stable Value Wrap 

Issuance Survey. IMD Market Research). IMD has been able to 
enhance its leadership position throuqh product customization. 

stronq service capabilities. and profitable underwritinq. IMD's skills in 

product development, distribution, investment. and risk management 

have resulted in a diversified customer and market base and mul ti^ 
channel distribution. Buildinq on these skills. iMD is also responsible 

for AEGON Structured Products that is generally involved in various 

capital market transactions such as writinq credit default swaps, 
undertakinq synthetic collateralized debt obiiqations, and providinq 

quarantees of affordable housinq tax credits and hedqe fund 

principal protection. IMD als0 administers AEGON USA5 block of 

structured settlement annuity business. New saies for this product 
were discontinued in 2003. 

For more than 3 0  years, Transamerica Reinsurance ha8 worked 

closely with life insurance and financiai services companies to 
provide mortality risk and capital manaqement Solutions for 

individual life insurance and annuity products. These direct 

relationships result in a more complete understandinq of the risks 

beinq assumed and provide valuable insiqhts int0 the needs of 
clients and trends within the marketplace. 

In the United States, Transamerica Reinsurance provides traditional 
life reinsurance solution8 for term, universal iife. variable universal 

life and whole life products. Reinsurance products include 

coinsurance. yearly renewable term (YRT) and modified coinsurance 

aqreements. In recent years, most clients seekinq reinsurance of 
term life insurance contracts are optinq for coinsurance reinsurance 

agreements to achieve both mortality risk transfer and reserve 
financinq. Additionally. clients lookinq for ways to stay competitive in 

the individual life insurance market can work jointly with 

Transamerica Reinsurance experts to develop, underwrite. and 
administer these products. Transamerica Reinsurance offers a 

continuum of back office services for life insurance: from product 

development to private label creation. 

In the annuity reinsurance market. Transamerica Reinsurance offers 

traditional coinsurance and modified coinsurance proqrams as wel1 

as reinsurance of qeneral account quarantees on variabie annuity 

products. 

4 1  

Transamerica Reinsurance has an estabiished presence in the Asian 
and Latin American life reinsurance markets with offices in Taiwan, 

South Korea, Honq Konq. Japan, Mexico, Chile. and B r a ~ $ ~ b : ~ ,  
Transamerica Reinsurance brinqs value internationally throi(qJ,-: 

customized solution8 includinq coinsurance financinq, product ' 
development and related quota share programs, as weli as traditioriac..' 

life reinsurance. 
,~,, Ili 

),.-;,:...' 
L 

Transamerica Reinsurance writes business throuqh various AEGON;:., c.: ~ ~ . F  

companies in the United States, as wel1 as throuqh offshore affiliap$:. 
in Bermuda and Ireland: Transamerica international Re Bermuda ~-1  

Limited and Transamerica International Reinsurance Ireland Limited. 

PENSION GROUP 

The Pension Group inciudes Diversified Investment Advisors. 
Transamerica Retirement Services, Transamerica Retirement 

Management, and Transamerica Investment Manaqement, LLC. 
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Diversified Investment Advisors (Diversified) is  a registered 

investment advisory firm dedicated to retirement plan management. 

Diversified provides a customired approach to retirement plans, 

which includes comprehensive investment. administrative, and 

technica1 services for 401(kl. A03(b), defined benefit, profit sharing, 

money purchase. NQDC. and 457(b) plan types. Diversified provides 
retirement products and services for the mid to large-sized pension 

market, which generally includes companies with between 250 and 
100,000 employees and with between USD 5 million and USD 1 billion 

in pension assets. These products and services are sold through a 
variety of intermediaries, including benefit consultinq firms. broker- 

dealers, and brokers. 

Transamerica Retirement Services (TRSJ serves the markets of 

defined contribution retirement plans and group fixed annuity 
contracts to qualified retirement plan sponsors terminating their 

defined benefit pension plans. In the defined contribution retirement 
plan market. TRS provides customized retirement plan solutions for 

more than 14.500 smal1 and mid-sized businesSeS. includinq multiple 

employer plans. TRS offers a fuII line of 401(kl, profit sharinq. aqe- 

weighted. and new comparability retirement plans. TRS distributes 
these products and services through intermediaries. including life 

aqents, brokers, registered representatives. and financial planners, 

as wel1 as through a series of strategic alliance relationships, 
includinq wirehouses, regional broker-dealers, and banks. TRS 

d'Lstinquishes itself from its competitors by focusing on innovative 
plan desiqn and Employee Retirement Income Security Act (ERISA) 

Pypertise and by offering a broad range of investment choices and 
e$ployee educational services. 

TRS is also a leadinq provider in the market for terminal fundinq. a 
single premium non-participating group annuity product for 

terminating defined benefit plans. This market is primarily driven by 

certain market forces such as mergers and acquisitions, business 
closures, and the need for plan-related cost savings. The financial 

strenqth and stability of AEGON USA's insurance subsidiaries are key 
competitive factors as this market requires the effective 
management of long-term pension liabilities. The terminal-funding 

product is distributed primarily through large benefit consultinq 

firms or selected specialty brokers. 

Transamerica Retirement Management fTRM) was created in 2006 

and is expected to be fully operationai in the second quarter of 2007. 

This new division provides the baby-boomer generation with access 
to simple yet comprehensive life planning products. services and 

retirement solutions. Through its Transition and Retirement Advice 

Cal1 Center, licensed transition experts are on cal1 to help clients 

assess. define and reach their goals in retirement. The TRM website 

als0 has comprehensive assessment tools. education resources. and 

timely information geared toward a fuli and satisfying client 

experience. 

Amonq TRM's offerinqs is  a proprietary Retirement Management 
Account, which is a comprehensive lineup of competitive financial and 

insurance products in a single location. allowinq easy management 

of clients' income needs and asset qrowth opportunities. Clients can 
als0 address retirement health insurance needs, such as Medigap 

and long-term care. 

Transamerica Investment Management (TIM) is a reqistered 

investment advisor that provides investment management services 

to mutual funds, institutional accounts, pension funds, variable 

annuity, variable life insurance company separate accounts. high net- 
worth individuals, and retail accounts. 

REINSURANCE CEDED 

AEGON USA reinsures portions of its life insurance exposure with 

unaffiliated insurance companies under traditional indemnity. quota 
share reinsurance contracts. and, in some instances. excess loss 

reinsurance. Such reinsurance arrangements are in accordance with 

standard reinsurance practices within the industry. AEGON USA 
enters into these arranqements to assist in diversifyinq its risks and 

to limit the maximum ioss on risks that exceed policy retention limits. 
The maximum retention limit on any one life varies by product and 

risk classification, and is generally between USD 300.000 and 

USD 3,000,000. 

AEGON USA remains continqently liable with respect to the amounts 

ceded i f  the reinsurer fails to meet the obliqations i t  assumed. To 

minimize its exposure to reinsurer insolvencies, AEGON USA annually 
monitors the creditworthiness of its primary reinsurers. 
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8 Transamerica Life Canada 
8 Money Concept8 (Canada) Limited 
8 AEGON Dealer Services IM. 
8 AEGON Capital Management lnc. 
8 AEGON Fund Management Inc. 

8 Life insurance 
8 Seqreqated funds 
S Retail rnutual funds 
8 Mutual fund dealership services 
0 Retail financial planning services 
8 Investment portfolio management 

and counselinq services 

It has experienced na material reinsurance recoverability problems 
in recent years. Where deemed appropriate, additional protection is 

arranqed throuqh letters of credit or trust arranqements. aild. for 
certain arrangements. funds are withheld for investment Dy the 

cedinq company. AEGON USA's insurance subsidiaries also enter int0 

reinsurance contracts with affiliated domestic and offshore 

companies. These have been eliminated in the consolidated 
statements, except for certain arranqements that involve producer 

profit-sharinq arranqements. 

AEGON CANADA 
AEGON Canada operates multiple insurance. financial services, 

investment portfolio manaqement, and fund management businesses; 
it also provides wealth management solutions throuqh its subsidiary 

companies. AEGON Canada's principal office is located in Toronto. 

Canada. 

PRODUCTS AND DISTRIBUTION 

Transamerica Life Canada (TLC) offers term and tax-sheltered 

universal life insurance. seqreqated funds, quaranteed interest 

accounts, and annuities. Money Concept8 (Canada) Limited (MCC) is 
an independent Canadian financial planning company with an 

association of franchised planning centers that offers a diverse 

spectrum of planning products and services to investors. With 54 

franchises across Canada, MCC i s  the only franchised financial 
planning company in Canada. MCC franchises and representatives 

benefit from AEGON Dealer Services Inc. (ADSCI), which provides 

advisors and distributors with mutual fund and seqreqated fund 

dealership capability. These services are also provided to  TLC's and 
AEGON Fund Management Inc. (AFMI'S advisors across Canada. 

AEGON Capital Management Inc. (ACM) was created in November 

2001 from the spin-off of the investment management division of 

TLC. ACM'S mandate is t o  develop products and services for the 
institutional, high net-worth individual, pension, and retail markets. 

AFM is the mutual fund subsidiary of AEGON Canada, which offers 
the imaxx brand of mutual funds as wel1 as core fund portfolios 

featuring select investment managers from around the world to 

Canadian investors seekinq customized portfolio solutions. 

AEGON Canada's principal means of distribution include various 

networks that are almost exclusively supported by independent 
advisors. The key channels of distribution are: 

8 Independently managed qeneral aqencies 
8 TLC-owned and operated Profit Center Agencies 

8 Bank-owned national broker-dealers 

8 World Financial Group 

8 Other national. reaional and local niche broker-dealers 

INVESTMENT PRODUCTS 

AEGON Canada's current investment product offering8 comprise the 
foliowinq: seqreqated funds, mutual funds. seqreqated funds offered 

throuqh strateqic alliances with investment management companies, 
quaranteed inveslment accounts, single premium annuities, and 

leveraqe-lendinq proqrams throuqh strateqic alliances with bank and 
trust companies. The imaxx ranqe of mutual funds is offered by AFM. 

TLC offers al1 of AEGON Canada's other investment products. 

LIFE INSURANCE PRODUCTS 

TLC's life products business unit provides life insurance products for 

individuals and corporates across Canada. The portfolio includes 
universal life and traditional life insurance, predominantly term life 

and permanent life insurance, as weli as accidental death and out-of- 

the-country medical insurance. 
~... , ,  

Cji1 ~-:, 

I REINSURANCE CEDED l..;' 
In the normal course of business, AEGON Canada limits the amount  of,<^:, 
108s on any one life and on certain levels of risk in various areasiof,:::-t 

exposure by reinsurinq these risk8 with other insurers. The maximum kfè ! 

insurance exposure retained on any one individual is CAD 1.25 million.', I-..' 

Reinsurance ceded does not discharqe AEGON Canada's liabilityiag',::l 

the primary insurer. Failure of reinsurers 10 honor their obligatima 

could result in losses to  AEGON Canada. Consequently. AEGON 
Canada evaluates the financial condition of its reinsurers and 

monitors their credit risk to minimize its exposure to  losses from 

reinsurer insolvency. AEGON Canada only contracts business with 
reinsurers who are reqistered with the Office of the Superintendent 

of Financial Institutions Canada. 

r ..., , 
, , . . ,  .. S>',?, 
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THE NETHERLANDS 

As expected, 2006 marked an improvement in fortunes for AEGON The Netherlands. 
Past efforts to  create a new, more responsive organization for the business began 
to  yield positive results. While strong competition in the Dutch market showed no 
signs of abating, production and value of new business improved markedly, 
compared with 2005. 

In 2003, AEGON The Netherlands decided to combine its various 

business units into a more centralized structure. This has brouqht 

benefits, brinqinq product knowledge. administration and IT 

infrastructure under one roof and creating a more efficient and 

better orqanized sales force. 

AS part of its policy of reducinq state benefits, the Dutch government 

ended an official pre-retirement savings plan, known as VUT, at the 
end of 2005 and replaced it with 'Levensloop'. Levensloop allows 

savers to  put aside a certain arnount each year, free of tax, either to 
fund their retirement, take early retirement or, in some cases, finance 

a break in their careers. Many cornpanies in the Netherlands decided 
to  support Levensloop as a way of enhancinq their overall employee 

benefits packaqes. Over the past year. AEGON The Netherlands has 

succeeded in establishing itself as the largest insurer providinq 
 levensloop products. 
. .  

.Jn 2006. new legislation was introduced that reduced state sickness 

,.-benefits and further extended cornpany obligations toward employees 
~ who become sick and are unable to work. Under the legislation. 

'cornpanies in the Netherlands must assume greater responsibility for 

'.-.,meeting the costs of an employee's illness and take steps to enable 

.-employees to return as quickly as possible to  the workforce. Such 
legislation can prove costly, especially for smal1 and medium-sized 

cornpanies. AEGON The Netherlands therefore introduced a new 
product providinq additional disability coverage. This product was 

extremely successful and generated sales in 2006 of approxirnately 

EUR 39 million. 

.. . 
;:., 
. ~ . I  

Pensions and individual life insurance continue to  be our core 

products. In 2006. AEGON The Netherlands' corporate and 

institutional sales force, and its TKP Pensioen unit, posted improved 

sales. AEGON is now the second largest pensions provider in the 

Outch market with 24 percent of the rnarket in 2005, and continues 

to  make progress in its ambition to  becorne the rnarket leader. 

As the post-war 'baby boomer' generation heads int0 retirement. an 

increasingly large pool of assets is entering the life insurance rnarket 
in the Netherlands and elsewhere. In such circumstances, i t  is 

incurnbent on companies like AEGON to help individuals identify the 

most suitable products and services for their long-term retirement 

needs. Over the years, AEGON The Netherlands has established a 
successful track record in doing this. In particular. the company saw a 
40 percent increase in 2006 in its sales of imrnediate annuity 

products and is weli positioned for further growth in the years ahead. 

In 2006, AEGON The Netherlands decided to strengthen its position in 
the hiqhly competitive Dutch mortqaqe market. The cornpany 

redesigned its leadinq products and, thanks to its solid financial base, 

was able to  offer borrowers competitive long-term interest rates. These 

measures enabled AEGON The Netherlands to triple its share of the 
market, as homebuyers took advantage of historically favorable 

interest rates available during the year. 

AEGON The Netherlands als0 strenqthened its distribution network 
in 2006, with the acquisition of Unirobe. a company that mainly 

provides independent financial advice to large companies. Together 
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Incorne by product segment 

Traditional life 

Life for account of policyholders 

Fee - off balance sheet products 
Accident and health insurance 

General insurance 
Bankinq activities 

Operatinq earninqs before tax 

Gains/(losses) on investments 
Irnpairment charges 

Share in profit/(ioss) of associates 

with Meeùs, AEGON is now the largest distribution cornpany in 

the Netherlands. AEGON The Netherlands als0 continued its extensive 

education program for smaller. independent insurance agencies. in 

order to develop their capacity to provide effective and successful 
financiai advice. AEGON The Netheriands believes that the advisory 

business w i l  remain a critical one in the rnarket. 

With its tax and legal advice unit, Adfis, AEGON The Netherlands is a 

noted center of knowledqe and expertise on the pensions industry. In 

April 2006 a group of Dutch parliamentarians visited AEGON's head 
office in The Haque to discuss the impact of recent legislation on the 

pensions market in the Netheriands. 

The Dutch pensions and insurance rnarket is a rnature one. It 

is becoming ever more competitive. Despite that. AEGON 

The Netherlands believes it is wel1 positioned to become the leading. 
recoqnizable, quaiity brand in the market. For that reason, the 

1 

1 89 
315 

35 

34 
26 
35 

634 

413 
(12) 

7 

company invested heavily in 2006 to expand its generai staff and its 

sales teams, as wel1 as improve its administration systems. At the 

Same time, AEGON The Netherlands took action to  lower its operating 

costs. enhancinq the company's ability to provide value-for~money 
pensions and insurance products. 

AEGON The Netherlands believes the Dutch market wil1 continue to  

grow in the coming years. However, only cornpanies that are able to 

offer the highest quality and tailored, integrated solutions and services 

wil1 be able to rnaximize the opportunities. We believe AEGON The 
Netherlands is wel1 positioned for furiher growth in 2007 and beyond. 

.................................................................................................. 
DPERATING EARNINGS BEFORE TAX 
Amounts in EUR milllon 

STANDARDIZED NEW PREMIUM PRODUCTION 
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OPERATING EARNINGS BEFORE TAX 

Operatinq earninqs before tax amounted to EUR 634 million in 2006. 

compared to EUR 322 million in 2005. Provisions for quarantees and 

fair value movements of related hedqe instrument8 siqnificantly 

influenced operatinq earnings. The net impact of guarantee 

provisions and related hedqinq results on operatinq earninqs in 

2006 was a positive EUR 167 million, whereas EUR 165 million was 

added to quarantee provisions in 2005. 

Certain insurance product8 include minimum interest rate quarantees 

that are not offset by matching investments. In the second half of 

2006, AEGON The Netherlands implemented a hedqinq program to 

extend and enhance its active risk management strateqy. In addition 
to the established derivatives program of 2004 to lengthen the asset 

duration, AEGON The Netherlands ha8 implemented a hedqinq 
strateqy using derivative instrument8 to mitiqate most of the 

interest rate risk8 related to quarantees embedded in traditional life. 
unit-linked and certain group pension products. 

Fair value movements of the derivatives hedqinq the unit-linked 

quarantees are part of operatinq earninqs, while fair value 
movements of derivatives related to quarantees in traditional life 

and certain qroup pension contracts are part of net qainsllosses on 

investments. 

Cerfaln financial assets that are carried at fair value with no 
off;efting changes in the fair value of iiabiiities contributed 

EUR,_43 million to operatinq earninqs before tax, compared to a 

po$ve EUR 67 million in 2005. Operatinq earninqs in 2005 included 

EUR 42 million in provisions for improvements Of 'Spaarkas' 
prodircts, which were offset by provision releases for employee 

be&s and profits sharinq in 2005. Earnings of 2006 contain an 
acceferated depreciation of deferred acquisition expenses of EUR 17 

mi i ibn related to qroup pension business, as a result of the new 
pension law which no longer allows surrender charges. 

I 

..... 

, .-. 

TRADITIONAL LIFE 
Operatinq earninqs before tax for traditional life amounted to 
EUR 189 million in 2006. compared to EUR 270 rnillion in 2005. 

The decrease mainly reflects lower investment income. includinq a 

................................................. 

................................................. i 
smaller contribution from assets carried at fair value. provision 

releases in 2005. and normalized technical results compared to 

favorable results in 2005. 

LIFE FOR ACCOUNT OF POLICYHOLDERS 

Operating earninqs before tax from life for account of policyholders 

amounted to EUR 315 million. compared to a los8 of EUR 53 million 

in 2005. This mainly reflects the net positive effect of changes in 

interest rates on provisions for quarantees and related hedges, and 

the absence of additions to provisions for 'Spaarkas' products. 

FEE - OFF BALANCE SHEET PRODUCTS 

Operating earnings before tax from fee - off balance sheet products 

amounted to EUR 35 rnillion in 2006, compared to EUR 15 million in 

the previous year. The asset management business continued the 
positive trend in profitability. Meeùs improved its performance. For 

Unirobe, a wholly-owned independent distribution business of 

AEGON The Netherlands. as of the fourth quarter of 2006, 100 

percent of the results were included compared to 45 percent before. 

ACCIDENT AND HEALTH 

Accident and health operatinq earninqs before tax were EUR 34  
million compared to EUR 45 million in 2005. Technica1 results were 

lower compared to the favorable results in 2005. rnainly as a result 
of more normalized claim experience and lapses in the sickness 

benefit market. 

GENERALINSURANCE 

General insurance operatinq earninqs before tax amounted to 

EUR 26 million in 2006 compared to EUR 3 0  million in 2005. Better 

technical results were offset by lower investment income and pricinq 

pressure due to increased competition in some markets. 

BANKING ACTIVITIES 
Operatinq earnings before tax from banking activities amounted to 

EUR 35 million, compared to EUR 15 million in 2005. The increase 

primarily reflects the absence of additions to provisions for equity 

lease products and higher interest spreads. 
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LONG-TERM RETURN EXPECTATIONS FOR FAIR-VALUED 

ASSETS IN OPERATING EARNINGS 
AEGON provides long-term return expectations for certain financial 

assets that are manaqed on a total return basis with no offsettinq 
changes to the fair value of liabilities. Long-term annual earninqs on 

these assets. as described in more detail below, are based on long- 
term expected returns in financial markets. bu l  should no l  be used 

as an explicit forecast for the year as actual results can and wil1 
deviate from these expectations. 

These assets include an investment in a private equity fund and 
totaled EUR 243 million as of December 31, 2006. Operatinq earnings 

in 2006 include a qain of EUR 43 million related to these asset 
classes. Based on current holdinqs and asset class returns consistent 

with long-term historica1 experience. the long-term expected return 

on an annual basis is 8 percent before tax. The impact of the fair 

valuation of assets is  notable in the traditional life and life for 
account of poiicyholders lines of business. 

NET INCOME 
Net income. which includes net gainsliosses on investments, 

impairment charges and the share in profit of associates, increased 

3 percent to EUR 1.040 million. Net gains on investments (before 
tax) amounted to EUR 413 million compared to EUR 985 million in 

2005. The gains and Iosses on investments (before tax) include a 

neqative EUR 352 million from the decrease in market value of 

derivatives used for asset and liability management purposes, 
compared to a positive contribution of EUR 306 million in 2005. 

The effective tax rate was O percent compared to 21 percent in the 

prior year. The decrease mainly reflects higher tax-exempt qains 

from the sale of shares and the impact of the reduction of the 

corporate tax rate in the Netherlands from 29.6 to 25.5 percent, 
ratified by the Dutch parliament in the fourth quarter of 2006. 

resulting in a release of deferred tax liabilities. 

REVENUES 

Revenues of EUR 6,034 million decreased by 2 percent in 2006 

compared to 2005. Life insurance qross premiums of EUR 3.028 

million and accident and health insurance Dremiums of EUR 191 

million remained stable, qeneral insurance premiums of EUR 434 I 

million decreased 2 percent, investment income of EUR 2,006 million 
decreased by 8 percent and fees and commissions of EUR 375 

million increased by 15 percent. 

Life qeneral account premiums increased by 24 percent compared to 
2005, due to a 57 percent increase in Single premiums, both in 

immediate annuities and pension contracts. Recurrinq premiums 
were 5 percent lower. 

Life for account of policyhoiders premiums decreased by 10 percent 
compared to 2005. Single premiums in 2006 were 5 percent lower 

than in 2005 when a particularly large single premium contract was 

closed. Recurring premiums were 12 percent lower than in 2005 

when a catch-up effect for a large co-insurance pension contract in 

the recurrinq segment was recognized. 

Non-life premiums were 1 percent lower than in 2005. Accident and 

health insurance premiums were at the Same level as in 2005 as 
decreased premium levels followinq leqislative changes effective in 

2006 have been fully compensated for by SuCcessfUI new income 

products W A ) .  General insurance premiums decreased by 2 percent 

compared to 2005 as price pressure began to be felt. particularly in 
the motor market. 

, .  , ~... 
Investment income, which includes direct investment income of b & ,  .; 
general account and account of policyholder investments. decreat$& 

I .~..., 
8 percent compared to 2005 primarily due to lower coupons. O t k r  'c.' 

i Y  , .., 
factors include lower deferred purchase price recoqnition in 20Q6, 

lower dividends as a consequence of the Sale of shares and IowBr ~ - , ~ ,  
interest returns on loans offset by income generated b n  ,~::, 

L.;, ,.~.., 

51.' 

,..,i 
Fees and commission income were 15 percent hiqher than in 2005. 

The consolidation of Unirobe in the fourth quarter of 2006, 
securities lending activities. performance fees earned by TKP 

pension and growth in the investment portfolios contributed to the 

higher fee income in 2006. 

. .  , 

reinvestments and increased interest on mortqages. ,~~.., 
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COMMISSIONS AND EXPENSES 

Commissions and expenses amounted to EUR 1.087 million in 2006, 

equal to 2005. Operatinq expenses amounted to EUR 708 million. 

6 percent lower than in 2005. This is primarily due to the absence of 

additional provisions for 'Spaarkas' and equity lease products. This 

decrease was partly offset by the consolidation of Unirobe in the 
fourth quarter of 2006. 

~ 

PRODUCTION 

New life sales in the Netherlands increased 7 percent to EUR 248 

million. driven by the qrowth of individual life sales throuqh the 

intermediary channel and increased activity in the qroup pensions 

business. Immediate annuities were an important driver for 
individual life sales. A larqer number of smaller contracts were sold 

in the qroup pension business in 2006 as opposed to a relatively 
small nurnber of large cases in 2005. 

Non-life sales increased 65 percent to EUR 79 million. due to 

successful sales of new disability products. Accident and health 

premiums amounted to EUR 191 million. equal to 2005, as premiums 
from new products offset the decline in income, resultinq from lapses 

in the sickness benefits market followinq new leqislation. Sales of 

the new WIA disability product developed favorably and represented 
49 percent of al1 new non-life production in 2006. General insurance 

premiums decreased 2 percent to EUR 434 million. 

Durinq the first half of the year, employees of Dutch companies had 

the opportunity to establish a Levensloop (Live cycle) account. New 

Levensloop (Live cycle) deposits. larqely recurrinq, amounted to 
EUR 107 rnillion in 2006. 

Off balance sheet product sales amounted to EUR 408 miliion 
compared to EUR 864 million in 2005. The comparable period in 

2005 included a number of larqe asset management contracts. 

...... .. 

.. , . .  

' :v 
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GENERAL HISTORY 

AEGON's operations in the Netherlands are collectively referred to  
as AEGON The Netherlands. AEGON The Netherlands is active in 
both the life and non-life insurance busineses, provides banking. 

financial. and asset management services, and is involved in 

distribution (intermediary) activities and pension administration. 

The head office of AEGON The Netherlands is located in The Haque, 

with additional offices in Leeuwarden, Groningen and Nieuwegein. 

AEGON The Netherlands' primary operational subsidiaries are: 

8 AEGON Levensverzekering N.V. 
8 AEGON Schadeverzekering N.V. 

0 AEGON Nabestaandenzorg N.V. 
0 AEGON Spaarkas N.V. 
s AEGON Bank N.V. 

0 Spaarbeleg Kas N.V. 

AXENTJAEGON Sparen N.V. 

8 Unirobe Me& Groep B.V. 
s TKP Pensioen B.V. 

8 Nedasco B.V. 

The business organization of AEGON The Netherlands is based on 

five service centers ( S C ' S )  and three sales orqanizations (80's). The 
service centers are responsible for al1 'back office' activities. The 

three Saks organizations have been structured to  serve different 
sales channels. Corporate & Institutional Clients (ChIC) focuses on 
large cornpanies and institutional clients such as cornpany pension 

funds and industry pension funds. AEGON Intermediary focuses on 

independent agents and AEGON Spaarbeleg works with tied aqents 
as wel1 as making direct sales. 

Various activities have been clustered as support units and are 

coordinated centrally, for example marketing. IT. and facilities 

services. The distribution activities of the Unirobe Meeùs Groep and 

Nedasco form a separate cluster of activities, as do the pension 
administration activities of TKP Pensioen. The Unirobe Meeùs Groep 
was formed in 2006 subsequent to the purchase of the remaininq 

55 percent of the shares of Unirobe in September 2006. 

PRODUCTS AND DISTRIBUTION 
The product lines of AEGON The Netherlands are pensions, life 
insurance (includinq mortgages), non-life insurance, banking and 
asset management, Pension products are rnainly soid throuqh the 

saies organizations C&IC and AEGON Interrnediary. Pension products 
are offered to company and industry pension funds, large cornpanies. 

smal1 and medium-sized enterprises and individuals. For the majority 
of the companylindustry pensions funds and some large cornpanies, 

AEGON The Netherlands provides full service pension solutions and 
als0 provides administration-only services via TKP Pensioen. The full 

service pension products for account of policyholders are separate 

account group contracts with or without quarantees. Profit sharing 

is based on the return of a pool of investments. The assets are 
owned by AEGON The Netherlands but earmarked to form the basis 
for profit sharinq for these contracts. Large qroup contracts also 

share technica1 results (rnortaiity risk and disability risk). The 
contract period is typically five years and the premium tariffs are 

fixed over this period. Separate account guaranteed qroup contracts 
provide a guarantee on the benefits paid. The longevity risk 

therefore lies with AEGON The Netherlands. Non-guaranteed 
separate account qroup contracts do provide little quarantee on the 

benefits. AEGON The Netherlands has the option not to renew a 

contract at the end of the contract period. 

For most large companies and sorne smal1 and medium-sizsd '~:> 
,-.'i ,. ., 

enterprises, AEGON The Netherlands provides defined bengfit 

products for which profit sharinq is based upon a pre-definqd 
benchmark. Benefits are guaranteed. Premium tariffs are fixed 0N.g '..,-i 

the contract period and the lonqevity risk lies with AEGON Ti@ 
Netheriands. Minimum interest guarantees are given for nomina1 I'-..' 

t:,-> 
benefits, based on 3 percent actuarial interest (4 percent on polici$$ :i: 

c.> ~. .~ i  sold before the end of 1999). 

"..A 
For smal1 and medium-sized enterprises. AEGON The Netherlands 
provides pensions that are defined contribution products with single 

and recurring premiums. 

/~.. , 

t.:.., 

, ~.~ 
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Profit sharinq is based on investment returns on specified funds. 

Premium tariffs are not fixed over the contract period. Minimum 

interest quarantees are qiven for nomina1 benefits. based on 
O percent or 3 percent actuarial interest (4 percent on policies sold 

before the end of 1999). 

LIFE INSURANCE AND MORTGAGE SAVINGS PROOUCTS 

Life insurance products are sold mainiy by the sales orqanizations 

AEGON Intermediary and AEGON Spaarbeleg. The products are 

predominantiy standardized financial products. The most important 

products are detailed below. 

UNIVERSAL LIFE PRODUCTS 

Universal iife products are mainiy endowment and savinqs type 

products. both single premium and recurrinq premiums with profit 
sharinq based on a selected fund performance. A custorner may 

choose from a variety of AEGON funds. AEGON The Netherlands ha8 
issued a quarantee of 3 percent for investments in the Mix Fund and 
the Fixed Income Fund (4 percent on policies sold before the end of 

1999) at the maturity date providinq the policyholder ha8 invested in 
these funds f o r a  consecutive period of at least ten years or on the 

demise of the insured. AEGON The Netherlands als0 provides 

immediate annuities for own and third party money. 

MORTGAGE SAVINGS PRODUCTS 

AEGON The Netheriands provides rnortqaqe loans to customers for a 
period of twenty or thirty years. The loan is repaid in full or in part at 

the redemption date with the proceeds from a savinqs policy. AEGON 

The Netherlands provides a wide ranqe of possible ways to invest 
and also offers an interest-only version. If the insured dies within the 

policy contract period, the benefit payrnent from the pledqed life 
insurance policy is used to  repay the mortqaqe ioan. The interest 

paid on the loan is usually tax deductible, and the customer retains 

the full income tax benefit over the contract period. 

TERM LIFE AND FUNERAL INSURANCE PRODUCTS 

AEGON The Netherlands provides a broad selection of separate life 
insurance policies and has a significant position in funeral insurance. 

NON-LIFE PRODUCTS 

Non-life insurance products are mainly sold by the sales orqanization 

AEGON Interrnediary. Non-life products consist primarily of accident 
and health ('subject' insurance) and property and casualty ('object' 

insurance). Over the past few years. the Dutch qovernment ha8 
qradually withdrawn from the sick leave and workers disability 

market. in 2006, AEGON The Netherlands developed new disability 

products for the qroup employee benefits market to address 

chanqinq needs as a result of the new disability system in the 

Netherlands as outlined in the 'WIK law (Law on Work and Incorne 

by work capacity). The distribution of subject products is not lirnited 

to the AEGON Intermediary channel but now includes the Corporate 
& Institutional Ciients sales orqanization. In the property and 

casualty segment. AEGON The Netherlands provides products for 

the corporate and retail market. 

BANKING 

Bankinq products are sold under the Spaarbeleq and AEGON Bank 
labels throuqh al1 three sales organizations. Most of these products 

are savinqs accounts and investment plans with straiqhtforward 

conditions accessible predominantly via Internet bankinq. In 2006, 

AEGON The Netherlands introduced an offering in the new 

Levensloop (Life cycie) market. This savinqs product is  a tax-friendly 

means for individuals to  save for paid leave or early retirement. 

ASSET MANAGEMENT 

Asset manaqernent products are sold mainly via the saies 
orqanization C61C. 00th AEGON Asset Manaqement (AEAM) and TKP 

Investments (TKPI. a 100 percent subsidiary of TKP Pensioen) 

provide asset management products with AEAM havinq strenqths in 

in-house manaqed fixed incorne and Asian equities and TKPI 
providinq fiduciairy management usinq rnulti-manaqer investment 

pools. AEAM is also the main asset manager for AEGON The 

Netheriands' insurance activities. Both AEAM and TKPI are able to 

tailor products to customers' needs, includinq hedqinq of liability 

risks. 

38 I AEGON ANNUAL REPORT 2006 



.................................................................................................. 

.. ................................................. I. .  .............................................. 
OTHER ACTIVITIES 

AEGON The Netnerlands' other activities consist primarily of the 
distribution units of the Unirobe Meeùs Groep, which is an AEGON 

Intermediary company specializinq in insurance and real estate. and 

Nedasco. The Unirobe Meeùs Groep was created in 2006 to cluster 
the activities of the Meeùs Group with those of the Unirobe Group 

followinq the purchase of the remaininq 55 percent of the shares of 

Unirobe in September 2006. Within the financial advice segment. 
the Unirobe Meeùs Groep has developed a broad range of activities 

Such as insurance. pensions, rnortqaqes. financinq. savinqs, and 
investments. In the real estate business, Meeus acts as a broker of 

both residential and corporate property. Meeùs is als0 active in the 

real estate management business. 

REINSURANCE CEDED 

AEGON The Netherlands reinsures portions of its insurance exposure 

with unaffiliated insurance companies under traditional indemnity, 

quota share reinsurance contracts. and. in some instances, excess of 
108s reinsurance. Such reinsurance arranqements are in accordance 

with standard reinsurance practices within the industry. AEGON 

The Netherlands enters int0 these arrangements to assist in 
diversifyinq its risks and to limit the maximum 108s on risk8 that 

exceed policy retention limits. 

AEGON The Netherlands remains continqently liable with respect to 
the amounts ceded i f  the reinsurer fails to meet the obliqations i t  
assumed. To minimize its exposure to reinsurer insolvencies. AEGON 

The Netherlands annually monitors the creditworthiness of its 

primary reinsurers. It has experienced no material reinsurance 

recoverability problems in recent years. Where deemed appropriate, 
additional protection is  arranged throuqh letters of credit or trust 

arrangements, and, lor certain arrangements, funds are withheld lor 

investment by the cedinq company. 

LIFE 

Reinsurance takes place throuqh a profil-sharinq contract between 

AEGON Levensverzekering N.V. and Swiss Re. The contract is set up 
80 that AEGON NL retains a maximum exposure of EUR 900,000 per 

insured person with respect to death risk and EUR 25.000 annually 
l o r  disability risk. Risks in excess of these retentions are transferred 

to the reinsurer. 

NON-LIFE 

In the l ire insurance business, an excess of loss reinsurance strateqy 

is in place with retention of EUR 5.0 million (2007: EUR 3.0 million) 
per risk and EUR 21.0 million (2007: EUR 20.0 million) per event. The 

motor liability business is als0 reinsured on an excess-Of-loss basis 

with retention of EUR 2.5 million per event. 
q 
> ~ J  .,. 
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UNITED KINGDOM 

Last year was a highly successful year for AEGON in the UK. Our business 
performance was stronger than ever. At the Same time, we put in place strateqic 
initiatives that wil1 help US deliver our future growth objectives. 

i 

I 

, 

New business volumes in our corporate and individual life and 

pensions businesses reached higher levels than ever before, while 

our vaiue of new business increased siqnificantly. hiqhliqhtinq the 

profitable nature of our qrowth. New leqislation simplifyinq rules on 
pensions came int0 effect in April 2006. These changes. collectively 

referred to as 'Pension A-Day', prompted many people and businesses 
to restructure their existinq pension arranqements, leadinq to a high 

level of activity across the market. AEGON UK benefited from the 

impact of 'Pension A-Oay' as a net winner in terms of new business. 

Our advisory units, Oriqen and Positive Solutions. als0 saw increased 
business as a resuit. 00th continued to make qood proqress, with 

Positive Solutions postinq particulariy stronq results. Asset 

Management als0 saw impressive increased new business in the retail 
funds market. driven by our fixed income team's continued high levei 

of performance. 

I 
We have been deliqhted with the proqress we have made toward 
realizinq our medium-term plans. We have moved to underline our 

qlobai strenqth by qivinq the AEGON name a higher profile and 

repositioninq the established Scottish Equitable brand as AEGON 

Scottish Equitable. This has been weli received by our target markets 

of intermediary distributors and corporate customers. 

I 

We have als0 put in place a number of strateqic initiatives. which wiil 
further strenqthen the company's porit ion as we look to the future. 

The customer focus we have deveioped since we formed our 
Individual and Corporate businesses in late 2005 is already havinq a 
positive impact in the market. Last year als0 saw AEGON UK brinq 

new propositions t O  the market desiqned to meet the chanqinq 

demands of its corporate and individual customers as people live 
lonqer and need to fund lonqer retirements. 

1..1 
i i  
'L: I , 
!...OPERATING EARNINGS EEFORE TAX 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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OFF BALANCE SHEET PRODUCTION I 
Amounts in GBP million 

O 250 500 7508, 1,000 1.250 

2005 
in miilion 

GBP % 

(1) 

139 O 

(271 

111 38 

6 83 

(2) 50 

71 (14) 

O 

186 21 

(71) (28) 

2006 - 1 
2005 - I 

2006 
in million 

EUR 

21 

204 

O 

225 

16 

(1) 

90 
1 

33 1 

(751 

Mutuai funds and other manaqed assets 1 ................................................................. !I .................................................................................................................................. 

Income by product seqment 

Traditional life 
Life for account of policyholders 

Fee - off balance sheet product8 

Buildinq on its estabiished position in the crucial 'at retirement' 

market, AEGON UK is usinq its financial strenqth and qlobal position 
to offer new solutions to its UK customers. Our recent move int0 the 
individual annuity market qathered rnomentum over the year and we 

have already attained a stronq position in that market wel1 ahead of 
our oriqinal schedule. In September, the launch of the '5 for Life' 

product in the United Kinqdom. based on what is an already advances made in 2006 and achieve further success in 2007. 
successful product in the United States. made AEGON UK the first 

operator to brinq the variable annuity, living benefit concept to  the 

UK market. On the corporate side. our buik annuity proposition 
launched in November offered new fiexibility to small and medium 
sized businesses. 

We believe AEGON UK is wel1 positioned to  build on the considerable 

14 

139 

O 

................................................................................................. 
I 

I 

Gainsl(iosses1 on investments 
irnpairment charges 

Other non-operatinq incomelícharges)' 

11 

(11 
61 

1 

225 

Share in profit/(iossl of associates 
income before tax 

Income tax attributable to policyholder return 1 (511 
Income before incorne tax on shareholders return 174 

Income tax on shareholders return I (16) 

NET INCOME I 158 

I 

' Included in other non-operatinq income/(charqes) are charges made i0  policyholders with respect to income tax. 
There is an equal and Opposite tax charge Which is reported in the iine income tax attributable tO  policyholder return, 

2005 
in miilion 

EUR % 

(1) 

203 O 

(40) 

162 39 

9 78 

(31 67 

Weiqhted averaqe k a r  end 
EXCHANGE RATES I 2006 1 2005 1 2006 I 2005 

GBP I 06809 1 06837 I O6715 1 O6853 

Per 1 EUR 
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OPERATING EARNINGS BEFORE TAX 

Operatinq earninqs before tax amounted to GBP 153 million, compared 

to GEP 111 million in 2005. The increase mainly reflects the positive 

effect of higher equity and bond markets and qrowth of the 
businesses. partly offset by a charqe related to higher surrenders due 

to 'Pension A-Day'. Earninqs in 2006 were impacted by a GBP 14 
million charge for an incentive plan related to the accelerated 

acquisition of the remaininq 4 0  percent of Positive Solutions. In 2005, 

earninqs included a GBP 33 million charge related to this item. 

Excluding the effect of these charges. operatinq earninqs before tax 

increased 15 percent 

TRADITIONAL LIFE 

Operatinq earninqs before tax for traditional life amounted to 

GBP 14 million, compared to a Ioss of GBP 1 million in 2005. Earninqs 
increased due to higher annuity earninqs. positive experience in the 

protection businesses and higher underlyinq assets. 

LIFE FOR ACCOUNT OF POLICYHOLDERS 

Operatinq earninqs before tax from life for account of policyholders 

were GBP 139 million. equal to 2005 earninqs. This mainly reflects 

business qrowth and the impact of the higher equity and bond 
markets on fund-related charges offset by higher surrenders due to 

'Pension A-Oay'. 
.. .:.., 
'-.FEE - OFF BALANCE SHEET PRODUCTS 

' In AEGON's owned~distribution businesses in the UK, Positive 
;-.;i, 

, Solutions' income increased in 2006. driven by hiqher adviser 
I .. 

b productivity. Operatinq earninqs before tau from the fee - off balance 

i~ .sheet  products amounted to nil, compared to a neqative contribution 

'?:.of GBP 27 million in 2005. Excludinq the charges of GBP 14 million for 

--the incentive plan related to Positive Solutions in 2006 and GEP 34  
i .- 
" million in 2005. earninqs of the fee businesses increased from GBP 7 

... 

... 

! 

S.?.? 

million in 2005 to GBP 14 million in 2006. 

NET INCOME 

Net income, which includes net qainsliosses on investments and 

impairment charqes, increased to GBP158 million from GBP9B million 
in 2005. Other non-operatinq income includes a qain of GBP 11 million 

in the first quarter of 2006 related to the sale of the Luxembourq- 

based subsidiary Scottish Equitable International to La Mondiale 

Participations. In the consolidated earninqs for the AEGON Group, 
35 percent of this qain has been eliminated to reflect AEGON's 

35 percent share in La Mondiale Participations. The effective tau rate 

in 2006 decreased from 15 percent to 9 percent. This primarily 

reflects the tax-exempt disposal of the Luxembourq subsidiary and 

the mix of earninus. 

REVENUES 

Revenues of GBP 8106 million were up 57 percent from 2005. In 

comparison to 2005, life qeneral account premiums increased by 

9 4  percent to GBP 1.085 million reflectinq continued stronq qrowth in 

immediate annuity production and the maturing of the individual 

protection business. Life policyholders for account of premiums 
increased by75 percent reflectinq higher pension production primarily 
reflectinq 'Pension A-Dav' activity. Investment income increased by 

I 1  percent compared to 2005 reflectinq the increase in investments 
from the qrowth in business. Fees and commission income in 2006 

increased by GBP 36 million due to stronq qrowth in Positive Solutions 
and commission income on onshore and offshore bonds. 

COMMISSIONS AND EXPENSES 

Commissions and expenses increased 17 percent to GBP 607 million, 
reflectinq qrowth in the protection and distribution businesses. and 

the impact of higher surrenders related to 'Pension A-Day'. Operatinq 

expenses increased by 8 percent to GBP 375 million. due to 

investments, growth of the busineses and stronq new business in 
2006. 

PRODUCTION 

New life sales in 2006 increased 54  percent, following record sales in the 

fourth quarter of 2006. The increase was due to increased activity in 
almost al1 business lines and the pension business in particular. 

A portion of the higher pension sales can be attributed to exceptional 
activity due to 'Pension A-Oay' with single premium pension sales more 

than doublinq. Compared to 2005, non~pension sales qrew 

25 percent to GEP 263 million in annualized premium equivalent. In asset 

manaqement, the retail business continued its strong performance. With 
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the majority of sales cominq from bond funds, this iurther emphasizes 
AEGON's fixed income capability. Institutional sales were lower as three 

large institutional mandates were won in 2005, compared to two major 

contracts in 2006. Total o i i  balance sheet production amounted to GBP 

808 million in 2006, compared to GEP 1.032 million in 2005. 

GENERAL HISTORY 

AEGON UK is  a leadinq manufacturer. fund manager, and distributor 

of pension, protection and investment products. 

The principal holding company within the AEGON UK Group of 
companies is AEGON UK plc (AEGON UK). incorporated as a public 

limited company under the Companies Act 1985. AEGON UK, a 
company limited by shares, has its registered office in Enqland. It was 
incoroorated on December I .  1998. 

PRDDUCTS AND DISTRIBUTION 

AEGON UK is a major iinanclal services orqanization specializinq in 

the lonq-term savings and protection markets. AEGON UK Se115 a 

range of products throuqh financial advisor channels in the United 

Kingdom. The business is centered on two core markets: individual 

AEGON INDIVIDUAL 

Al1 operations relatinq to the individual investment. protection 
and pension in the United Kinqdom. This business operates undei 

the AEGON Scotiish Equitable brand name. 

AEGON CORPORATE 

AI1 manufacturinq and scheme administration operations relatin( 

to the corporate pension and employee benefits markets in thf 
United Kingdom. 

ALGON ASSET MANAGEMENT 

investment management operations 

AEGON UK DISTRIBUTION 

lntermediary distribution and advice businesses. 

and corporate customers. This segmentation is driven by a desire to 
place the customer at the heart of the strateqy. 

PENSIONS 

Changes to many aspect8 of UK pension leqislation and taxation 

continue to impact the industry. The most significant change relates 
to the introduction of a simpler and unified tax regime, which now 

applies to al1 types of pension arranqements. This was implemented 

in April 2006 and has impacted al1 UK pension providers. AEGON UK 
has supported its distribution channels by seekinq to ensure they 

have an appropriate product range and by helpinq them to focus on 
the opportunities presented by these changes. 

Sales of more specialized pensions remain stronq. particularly phased 

retirement products. These allow individuals to access part of their 

pension income without having to fully purchase an annuity until a 

later date. 

Self invested pensions have increased in popularity, iueled partly by 
the changes to pension leqislation in the UK in April 2006 and partly 

by increasing desire among individuals to retain control over their 

own investment. 

~, 
AEGON UK believes that its hiqh standards of service are a key 

market diiferentiator for AEGON UK, with technoloqy increasinq1yi.- 

beinq used to improve efficiency for providers and advisork?; 

AEGON UK is buildinq on its succes8 with SmartScheme. AEGON UK'$;.:. 
technoloqy solution to pension administration. The company is;':-i &,.!I 
invoiving financiai advisors and ciients in developing iechnology , ~ 

solutions to ensure that al1 parties derive benefit. L!:' 

<Z7' 

..::[-i 

, ,  

. - .  
~.~ 

'L.. INDIVIDUAL PENSIONS 

AEGON Individual Pensions offers a comprehensive range of pension 

products. including stakeholder pensions, personal pensions, pensions 

for executives, transfers from other plans. phased retirement. 
unsecured pensions (USP). alternatively secured pensions (ASP) and 

self invested personal pensions (SIPP). 

For the high-net-worih market AEGON Individual Pensions offers a SIPP 
that allows the policyholder to invest in a wide range of investments. 

includinq insured funds, a fund supermarket and property. 
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This SIPP includes facilities for investinq for retirement and the full 
range of post-retirement facilities (USP, ASP. phased retirement). It 

is also supported by a qood range of technoloqical support, includinq 
a risk profilinq tool and on-line viewinq facilities. 

CROUP PENSIONS 
Group pensions is a key business area for AEGON Corporate. These 

are pension arranqements for the employees of corporate customers 

that cover a ranqe of benefit options and which are predominantly 

defined contribution. At retirement. cash up to the maximum allowed 

can be taken, with the remainder o f  the pension fund used to 
purchase an annuity or to invest in a drawdown policy until the aqe 

of 75. AEGON Corporate also Se118 and administers defined benefit 
pension schemes. The market lor new defined benefit plans ha8 

decreased in recent years, but opportunities remain to take over the 
administration and investment of existinq plans. A qroup SIPP 

contract ha8 ais0 been launched to provide al1 the benefits of the 

individual SIPP contract to qroup pension plans. 

INDIVIDUAL ANNUITIES 

The pension leqislation changes of April 2006 ha8 resulted in new 

opportunities for annuity contracts. In the UK, pension plans have to 
be converted into income when they come to retirement. One option 

lor retirees is  an annuity contract to provide their retirement income. 
,~~AEGON UK has seen an increase in new business this year because 

:..of the chanqe in rules on tax-free lump sums. with more people 

wantinq to combine several pensions toqether into one higher 
'.rannuity. AEGON UK is currently developinq a capital protection 

option for launch during 2007. 

... 

i7 

i.~ ! 
.;AEGON UK is continuinq to  invest in improvinq its systems and 

L.-our main competitors. This wil1 provide AEGON UK with the platform 

to develop int0 a top player in this market and develop additional 

products to complement the Compulsory Purchase Annuity and 
Immediate Vestinq Personal Pension Annuity. 

.... -. .servicinq processes. to improve our ability to  qain market share from 

INVL STML NT PRODUCTS 

Desiqned for customers in the United Kinqdom, the investment 
products proposition is made up of the investment bond offered 

by AEGON Scottish Equitable (the onshore bond) and the 
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products offered by AEGON Scottish Equitable International 
(the offshore contracts). 

The onshore bond is a life contract which offers a wide ranqe 

of investment choices includinq funds manaqed by some of 
the world's leadinq managers. I t  is a rnass-market product airned 

at pre-retirement and retirement customers lookinq for qrowth 
andlor income. 

The offshore contracts are, historically. aimed at the high net worth 

market givinq valuable tax advantaqes and a wide investment choice. 

Offshore investment contracts are increasinqly forming part of the 
holistic retirement planninq process. This is because there is less 

restriction on how and when benefits can be taken. The qrowinq 

trend of the British retirinq abroad aqain favors offshore contracts. 

An offshore contract - 5 for Life - was launched in 2006. Based on 
the United States variable annuity product and usinq the hedqinq 

expertise of AEGON USA, this was the first personal investment 

contract available to the UK market that offered a quaranteed 
income for life. 

The number of estates fallinq within the UK Inheritance Tax market 
continues to drive demand for trust-based solutions to mitiqate 

potential tax liabilities. AEGON Scottish Equitable International offers 
a ranqe of trusts to support inheritance tax planning. 

INDIVIDUAL PROTECTION 
AEGON Scottish Equitable i s  now estabiished as a top five provider, 

measured by market share (Source: Association of British Insurers. 

2006). Products are distributed throuqh intermediated advice 
channels. AEGON Scottish Equitable offers a menu product, which 
can meet the personal and business protection needs of individual 

and corporate customers, and wil1 launch a basic product in 2007 to 

take advantaqe of new distribution opportunities. 

CROUP RISK 

AEGON Corporate offers a range of qroup risk products exclusively 
throuqh financial advisors. These products are provided to employers 

who use them as part of their wider employee benefits and 
rernuneration strateqy. 



................................................................................................... 

1,. ................................................................................................ 
Product8 in general are sold on a standard employer paid basis, 
however there is increasing interest in placing these products as part 

of the flexible benefit offering. allowinq an element of employee 

choice over product selection as wel1 as benefit levels. 

Distribution is heavily concentrated with the top 12 intermediaries 

accounting for 80 percent of total market revenue (Source: 

Association of British Insurers. 2006). The main intermediaries 
involved in this market are specialist Employee Benefit Consultancies. 

BENEFIT SOLUTIONS 

AEGON Corporate provides employee benefit communication 
software via a limited number of independent distributors in the 

corporate market. The software provides solutions lor flexible 
benefits: total reward statements; holiday and absence management; 

pension aqqreqation and forecasting: self-service HR: discounted 

voluntary benefits; qeneric financial education in the workplace and 

full self-service administrative functionality of the employee benefit 
package. The platform is modular 80 clients can pick and choose the 

services they require. 

MUTUAL FUNDS 

AEGON Asset Management UK (AAM UK) is a major provider of asset 

management services both within AEGON UK and to institutional 

customers and individuals. i s  of December 31. 2006, AAM UK 

managed and administrated approximately GBP 49 billion of funds, 
providing both mutual and segreqated funds lor clients. 

FINANCIAL ADVICE 

AEGON UK'S principal means of distribution is throuqh the 
interrnediated financial advice channel in the United Kinqdom. These 

advisors provide their customers with acces8 to varying numbers 

and types of products dependinq on their regulatory status. 

There are an estimated 60.000 active registered financial advisors 

in the United Kinqdom. rnany of whom are qrouped into networks 

of advisors that act as large national distributors. This estimate of 
financial advisors operating in the multi-tied, single-tied. whole 

of market, and Independent channels. reflects different levels of 

restriction on the number of providers' products that can be sold 

or advised on. AEGON UK has strong relationships with financial 

advisors across the marhet. 

AEGON UK, throuqh Oriqen Financial Services Ltd and Positive 

Solutions (Financial Services) Ltd, delivers advice relatinq to the 
financial needs of both individual and corporate customers. Oriqen 

uses a range of distribution methods. primarily face-to-face contact 
but als0 media and worksite marketing. and distribution agreements 

with closed-book life offices. Positive Solutions provides management 

services to self-employed IFAs via sophisticated technology 
platforms. to support the advice and transaction processes. 

REINSURANCE CEDED 

In general the approach adopted within AEGON UK is to limit 
morbidity and mortality risk throuqh widespread use of reinsurance. 

For mortality and morbidity new business the policy is to 
substantially reinsure risk. Currently this results in reinsurance of 

around 85 percent of the benefit at risk lor long-term business and 

30 percent l o r  short-term business. Variations from this level wil1 

occur from time to time to reflect the terrns available in the market, 
the type of business (We. critical illness, permanent health insurance) 

and the lenqth of risk involved. 

For longevity risk prior to 2002. AEGON UK perceived reinsurance 
terrns to be attractive for the risk of improvinq mortality undgri;; 

immediate annuities relative to the typical prices lor these products!::d:' 

Since then, however. this has not been the case and therefore wel' 
t.?:+ 

I' 

~.~. 
have not reinsured longevity risk. . .  

(!,Pi' 

Reinsurer quality is souqht by tarqeting a credit ratinq of AA. Anyt:+, 

decision to use a reinsurer with a lower credit ratinq requireG5, 

approval of the local Risk and Capital Committee and discussion wit&:+' 

Group Risk, where both the credit quality of the reinsurer and thè'a! 
type of risk beinq covered wil1 be considered. As a reflection of the 

insurance industry in general there ha8 been a reduction in the 

credit rating of reinsurers and this ha8 resulted in a greater need to 
reler decisions to the reinsurance committee. However the policy 

remains to seek reinsurers with A A  rating where this can be achieved 

on economic terms. 

.. 
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OTHER COUNTRIES 

In recent years, AEGON has made significant progress in expanding its qlobal 
footprint beyond its traditional markets, to include developing countries 
throughout Asia, Central and Eastern Europe, as wel1 as other European 
countries such as Spain and France. 

Durinq 2006. and in the first few months of 2007. we enhanced 
AEGON's position in Other countries. entering new markets that 

offer lonq-term qrowth opportunity for our core products and 
services. In nearly every market, the need for a broader range of 

protection and retirement products and services is significant. The 

proqress achieved durinq 2006 strenqthened AEGONs position as 

we claim a sireable share of the emerqing potential in cominq 
vears. 

CENTRALANDEASTERN EUROPE 

The economies of Central and Eastern European countries, in 
particular, continue to develop at a rapid pace and life insurance 

penetration levels are still relatively low. The qovernments in these 
regions continue to shift pension responsibility to the private sector, 

creating a qrowinq opportunity for this sector. It is for these reasons 
that AEGON has pursued expansion beyond its stronq base in Hunqary, 

to include Slovakia, the Czech Republic, Poland. and more recently 
:,:Romania. Durinq 2006, membership in AEGON Hunqary's pension 

:.fund qrew by a substantial 8 percent. Similariy. in Slovakia. more than 

'200.000 individuais have now joined AFGON's pension fund, bequn in 
'".2005. AEGON's acquisition of PTE Ergo Hestia in Poland in November 
;r.! 
{2006 and the partnership with Banca Transilvania in January 2007 to 

i-.lorm a mandatory pension fund company in Romania further 

8r-strenqthened -.. our pension position in the reqion. 
...~. 
,L.) 

i.+pAIN 

Flsewhere in Europe, AEGON has continued to develop its presence 

in the important bank channel in Spain. The rnajority of life insurance 

products are distributed throuqh banks in Spain. AEGON's two new 
joint ventures with Caja de Badajoz and Caja Navarra became 

operational mid-way throuqh the.year. Toqether with our stronq 

partnership with Caja de Ahorros del Mediterráneo. AEGON's 

products are now sold in over 1,500 bank branches across the country. 

I 

We wil1 be lookinq to further expand AEGON's presence in Spain 
throuqh savinqs banks in the months ahead. 

AEGON PENSION NETWORK 
Durinq the year. we made further proqress in strenqtheninq the 
AEGON Pension Network, developed to provide locai pensions 

solutions in an international framework for multi-national corporate 
clients and their employees. With the addition of Germany's HDI 

Pensionsmanagement, the AEGON Pension Network now covers 

Germany, France. the Netherlands, Luxembourg. Spain. Hungary. 
Clovakia. the Czech Republic. Poland. the United Kinqdom, and the 

United States. 

ASIA 

AEGON strenqthened its position in Asia durinq 2006 with new 
operations in the coastal province of Shandonq in China and with the 

iulfillment of our intention to enter India throuqh our new 
partnership with the Ranbaxy Promoter Group. India has lonq been 

identified as one of AEGON's target markets qiven its sizeable 

population and rapidly developing economy, the relatively low 
penetration level of insurance in the country. and the continued 

stronq qrowth rates projected for the insurance sector in cominq 

years. AEGON's entry int0 Japan in early 2007 is als0 a notable 

accomplishment. We very much look forward to combininq AEGON's 
product expertise and skills with the hiqhly-respected brand and 

distribution strenqth of Sony Life qiven the importance and qrowth 

potential of the Japanese market in the cominq years. 

Finally. in Taiwan our efforts to transition from traditional whole and 

term life products to higher margin unit-linked insurance products is 
provinq successful. While sales have been lower durinq this 

transitional phase, the profitability of sales continues to be 
considerably higher, 
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Income tax 

Approximately 50 percent of new sales in 2006 came from unit- 

linked products and we expect this to increase in the cominq years. 

VALUE OF NEW BUSINESS 
The new target of doublinq AEGON's value of new business by 2010 
reflects our confidence that a larqer portion of new business wil1 

come from Europe. Continued stronq qrowth in Central and Eastern 

Europe and a very substantial increase in VNB from AEGON's 

operations in Other European countries such as France and Spain 
wil1 be the drivers behind this. Based on current business plans, it is 
estimated that between 25 to 3 0  percent of the Groups total VNB 
wil1 come from our Other countries in 2010. However, qiven the 

continued potential presented by the pension opportunitv in the 

Central and Eastern Europe reqion, our plans to establish more joint 
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ventures in Spain. and AEGON's pipeline for new business in other 

parts of Europe and Asia, i t  is our view that the Other country VNB 
contribution could approximate as much as 30 to 35 percent of the 

Group's total. 

CONCLUSION 

We have been pleased by the proqress made to expand AEGON's 

presence internationally, an important qrowth initiative formally 

identified by the Executive Board in 2006, alonq with the opportunity 
for pensions and distribution throuqh banks qlobally. Goinq forward, 

we wil1 continue to identify opportunities in emerqinq markets that 
offer qrowth potential consistent with AEGON's requirements of 

long-term profitability and the creation of shareholder value. 

10 
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6 33 
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OTHER COUNTRIES 
Amaunts in EUR million 
(includer AEGON Hungary, AEGON Czech Republic. 
AEGON Poland, AEGON Slovakia. AEGON Spain. AEGON Taiwan and AEMN-CNOOC) 

Income by product seqment 
Traditional life 

Life for account of policyholders 

Fixed annuities 
Variable annuities 
Fee - off balance sheet products 

Accident and health insurance 

General insurance 

Other 
Operatinq earnlnqs before tax 

Gains/(losses) on investments 

Other non-operatinq income/(charqes) 
Share in profit/(loss) of associates 

Income before tax 

I 
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OPERATING EARNINGS BEFORE TAX 

Operatinq earninqs before tax in Other countries amounted to 
EUR 37 million, compared to EUR 4 4  million in 2005. Higher earninqs 

in Hunqary and Spain were more than offset by investments in 

qrowth in Slovakia and China. The increase in Spain is mainly driven 

by non-recurrinq expenses in 2005. related to the sale of the qeneral 

insurance business, and by the proportional inclusion of the joint 

ventures with Caja de Badajoz and Caja Navarra since the second 

quarter of 2006. In Taiwan, higher life for account of policyholders 

earninqs compensated lower traditional life earninqs. 

TRADITIONAL LIFE 

Total traditional life insurance operatinq earninqs before tax 

from Other countries amounted to EUR 10 million, compared to 

EUR 13 million in 2005. This reflects lower results in Taiwan, d u ë i o  

the decline in sales. and sales qrowth in China, where acquisition 
costs are not vet deferred. 

LIFE FOR ACCOUNT OF POLICYHOLDERS 

Operatinq earninqs from life for account of policyholders increased 
from EUR 6 million in 2005 to EUR 8 million in 2006. primarily due 

to hiqher earninqs in Taiwan. 

FEE - OFF BALANCE SHEET PRODUCTS 
.,. 

'-.'Total fee - of1 balance sheet operatinq earnings before tax from 
Other countries amounted to a neqative EUR 14 million, aqainst a 

I ... - .  positive EUR 4 million in 2005. reflectinq acquisition costs of EUR 27 ... 
:.i million in 2006 to qrow the Slovakian pension business which are 

immediately expensed. The decline was partly offset by higher 
'-.-:earninqs in Hunqary. ... 
~. . 
. .  .- ACCIDENT AND HEALTH INSURANCE 

Accident and health insurance operatinq earninqs before tax in 
Other countries amounted to EUR 4 million in 2006 compared to 

EUR 2 million in 2005. General insurance operatinq earninqs before 
tax increased to EUR 29 million from EIJR 25 million in 2005 as a 
result of favorable claim experience in the Hunqarian household 
insurance business. 

............................................ 

............................................ 
AEGON's share in the profit of associates amounted to EUR 24 

million. compared to EUR 16 million in 2005. This line represents the 
income from the partnership with CAM (49.99 percent interest) as 
wel1 as the income from the 35 percent stake in La Mondiale 

Participations. 

NET INCOME 

Net income amounted to EUR 36 million, compared to EUR 211 

million in 2005. The 2005 fiqure included a book qain on the sale of 

the Spanish qeneral insurance activities of EUR 176 million before 
tax. AEGON's share in the profit (and loss) of associates (after tax) 

amounted to EUR 24 million, compared to EUR 16 million in 2005. 
The effective tax rate in 2006 was 56  percent as a result of a 

reduction in the deferred tax asset in Taiwan in 2006. 

REVENUES 
Total revenues increased by 36 percent to EUR 2.2 billion and 

primarily reflects the full year of revenues from AEGON Poland. the 
inclusion of the joint ventures with Caja de Badajoz and Caja Navarra 

and qrowth in the other markets. AEGON Poland's revenues 

increased from EUR 88 million in 2005 (only fourth quarter) to 

EUR 485 million in 2006. 

COMMISSIONS AND EXPENSES 
Commissions and expenses increased 19 percent to EUR 342 million 

mainly due to lower deferral of commissions in Taiwan, foliowinq a 

change in business mix, and stronq pension sales in Slovakia. 
Operatinq expenses increased 4 percent to EUR 148 million due to 

higher expenses in China, Hunqary and new operations in Poland. 

offset by lower expenses in Spain. 

PRODUCTION 

New life sales in Taiwan in 2006 decreased 61 percent to NTD 4.8 

billion (EUR 117 million), reflectinq the high levels of sales throuqh 
the broker and bank channel in the first six months of 2005. Unit- 

linked sales accounted for 47 percent of total new life sales in 2006. 

The decline in traditional life sales is  due to re-pricinq of the 

products followinq the revised reservinq requirements introduced in 
2005. Total qross premiums increased 12 percent to NTD 39.8 billion 

(EUR 965 million) in 2006, mainly due to qrowth in premiums of the 

life for account of policyholders business. 

... 

. . ,  
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Per 1 EUR 

Crech Republic Krona U K )  

Hunqarian Forint (HUF) 

New Taiwan Dollar (NTO) 
Polish Zloty (PLN) 

Rin Min Bi Yuan (CNY) 
Slovakian Koruna (SKK) 

I. 

%J 
.-.I 

28.259 29.590 
264.268 248.020 

41.250 39.760 

3.896 3.860 
10.008 10.100 

3 7 . m  38.640 

New life sales in Central and Eastern Europe amounted to EUR 82 

million. In Hungary, new l i fe  sales increased 5 percent to HUF 4.6 
billion (EUR 17 miiiion), due to the introduction of a new tax 
regulation. higher sales in the agency channel and the development 

of the broker channei. In Poland, new life sales amounted to PLN 232 
million (EUR 60 miliion) in 2006, after record Sales in the fourth 

quarter of 2006. Sales of single premium life insurance through the 
bank channel showed very strong momentum. due to a recovery in 

equity markets in the fourth quarter in 2006. In addition, recurring 

premium saies acceierated in the fourth quarter of 2006 as a result 

of the successful development of the broker channei and the tied 
agent network. 

in Spain, new life sales increased 112 percent to EUR 52 million. 

reflectinq the proportional inclusion of bancassurance sales throuqh 
AEGON's joint ventures Caja de Badajoz and Caja Navarra. In 

addition. a large qroup life policy sold in the fourth quarter of 2006, 
after the approval of tax changes, contributed to the sales growth. 

Group sales have been adversely affected by uncertainty about 

changes in tax law in 2006. AIso, the changes have removed tax 

advantaqes on certain individuai iife insurance products. AEGON 
Spain has developed several new products in anticipation of the new 

tax rules and wil1 launch these in 2007, 

The partnership with CAM experienced a decrease of 24 percent in 
new life sales to EUR 168 million (on a 100 percent basis). The return 

on the new business improved as the product mix continues to shift 

from single premium savings products to recurrinq premium risk and 

protection products. Premium income for the partnership with CAM 
amounted to EUR 492 million (on a 100 percent basis). The 

partnership with CAM is not consolidated in. AEGON's accounts. 
AEGON includes its share in the results of the partnership in the line 

share in profit I(loss) of associates. 

In Hungary, non-life premium income increased by 1 percent to 

HUF 34 billion (EUR 127 million) mainly as a result of solid sales 

growth and a high retention rate of househoid insurance. Non-life 
premiums in Spain, which only include health business, increased 
2 percent to EUR 67 million. 

In Hungary, pension fund and mutual fund sales amounted to 

HUF 93 billion (EUR 353 million). Sales in the pension fund business 
continued to grow. with the number of new members added in 2006 

increasing by 32 percent to more than 60,000. Total pension fund 

membership amounted to more than 628.000 members at the end 

of 2006 compared to 583.000 at the year-end of 2005. Off balance 
sheet investments grew by 32 percent to HUF 373 biliion (EUR 1.5 

billion) compared to the year~end 2005 level. 

AEGON's new pension fund business in Slovakia was very successful 

in attractinq new rnembers in 2006. Approximately 154,000 
members were reqistered in the mandatory pension fund, bringin@: 

p.3' 
the total to over 200.000. ' , ,  ': 
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o AEGON Hunqary Composite Insurance Company 
o AEGON Hunqary Investment Fund Management 

Companv Limited by Shares 
o AEGON Hunqary Pension Fund Management 

Company Limited by Shares (Slovakiai 
o AEGON Credit Finance Company 

Limited by Shares (Hunqary) 

o AEGON Hunqary Real Estate 

o AEGON Life Insurance (Slovakia) 
o AEGON Pension Fund Management Company 

o AEGON Life Insurance (Czech Republic) 

Limited Company I 
I 

..._. . . _. 

AEGON's Central Eastern European Reqion (AEGON CEE) was created 

in 2006. The member countries are AEGON Hunqary. AEGON Poland, 

AEGON Slovakia and AEGON Czech Republic. 

AEGON CEE is involved in both the life and non-liie insurance 

businesses and provides a range of financial. pension fund and asset 

management services. 

In Hunqary, AEGON Credit Finance Company was officially registered 

on July 13. 2006, and started operations in November 2006. Its 

principal business is t o  provide mortqaqe financinq to  the retail 
market in Hunqary. 

On July 1, 2006. AEGON converted the branch office of its Slovakian 

life insurance operations int0 a separate stand-alone leqal entity. 

On November 9, 2006, AEGON announced that it had aqreed with 

Erqo Hestia to buy 100 percent of the pension fund management 

company PTE Erqo Hestia S.A. in Poland. The acquisition is subject 
to approval by the Polish Financial Supervision Commission and anti- 

trust authorities. but is expected to becompleted in 2007. 

... 

account products and unit-linked products. althouqh in recent years 

unit-linked sales have been siqnificantly higher than qeneral account 
product sales. Marqins for household insurance in Hunqary are 

attractive. and they present considerable opportunities lor  cross- 
sellinq life insurance productS. Property and car insurance are als0 

represented in the portfolio, but are not considered core products. 

PENSION PRODUCTS 

Pension insurance is a core business product of AEGON Hungary and 

AEGON Slovakia. Pension fund administration services are als0 

offered. The mandatory pension funds in Hunqary and Slovakia. and 

the voluntary pension fund of AEGON Hunqary, are amonq the 
larqest in their countries in t e r m  of the number of rnembers and 

the assets they had under management (Source: www.pszaf.hu: 

Association of Pension Fund Management Companies Slovakia). 

AEGON CEE is aiming to qrow its pension fund business by addinq 
new members to  its existinq funds and by taking over other pension 

funds or startinq qreenfield activities in new countries. 

TRADITIONAL GENERAL ACCOUNT PRODUCTS 

Traditional qeneral account products are marqinal in al1 countries 

apart from Hungary. These products include individual life policies 

that were issued before AEGON Hunqary was privatized and became 

part of AEGON. Traditional qeneral account products als0 include 
indexed life products that are not unit-linked but have quaranteed 

interest. AEGON Hunqary no lonqer offers these products. In 

addition. traditional qeneral account products include qroup life 

products and the preferred life product. 

............................................... 
STANDARDIZED NEW PREMIUM PRODUCTION 
CEE, arnounts in EUR million 

O 20 40 60 80 100 

2o06 2005 m 
O Sinqle 0 Recurrinq annualized 
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Group life products are yearly renewable term products with optional 

accident and health coveraqe. Savinqs products for employee benefit 
proqrams are mainly traditional products with interest quarantee. 

In 2005, AEGON Hunqary was the first to launch a preferred 

life product in the CEE reqion. This product is a term insurance 
with different competitive premium rates for four pre-determined 

risk cateqories. 

UNIT-LINKED PRODUCTS 

Unit-linked products are AEGON CEE's most important products and 
make up the larqest part of AEGON CEE's new sales. The unit-linked 

products cover al1 types of life insurance, includinq pensions, 
endowment and savinqs. AEGON Poland is the leadinq provider in the 

lite insurance single premium market seqment with its open- 
architecture, unit-linked products, which offer more than 80 investment 

funds manaqed by different fund managers (Source: www.hnf.qov.pl). 

MORTGAGE LOANS 

In Hunqary, the newly-established company, AEGON Credit Finance 

Company (AEGON Credit), provides Swiss franc-denominated mortqaqe 
loans to the retail market. AEGON Credit als0 Se115 various endowment 

life, term life and household insurance product-riders to these loans. 

ASSET MANAGEMENT 

AEGON CEE provides asset management services through AEGON 

Hungary Investment Fund Management Co. It offers mutual funds to 
the public and manaqes the assets of the qeneral account portfolio 

of AEGON Hunqary Composite Insurance Co.. as wel1 as the unit- 
linked portfolios. the quaranteed fund of AEGON Poland and AEGON 
Hunqary pension funds. It als0 supplies asset manaqement services 

to third parties and AEGON Slovakia. AEGON Hunqary Investment 
Fund Management Co. supervises al1 the investment activities in the 

Central and Eastern European reqion. 

DISTRIBUTION CHANNELS 

AEGON CEE's main distribution channels are tied network. brokers 

and. especially in Poland. banks. Throuqh the tied network, brokers 
and cal1 centers, AEGON CEE sells life. pension, and non-life products. 

Through banks. it Se115 life products and. throuqh the loan centers, 

rnortqaqes. 

REINSURANCE CEDED 

AEGON CEE has reinsurance ceded for both its life and non-life 

businesses. AEGON CEE's reinsurance partners are large reinsurers 

active in the European market with a minimum Standard & Poor's 
ratinq of A. The three most important reinsurance programs currently 

in operation are the Property Catastrophe E x c e s  of Loss Treaty, the 

Motor Third Party Liability Excess of Loss Treaty, and the Property per 
Risk Exces of Loss Treaty. The majority of AEGON CEE'S programs are 

non-proportional ExCess of Loss programs. Additionally, AEGON CEE 

ha8 smaller proportional treaties for individual and group life business. 
The retention level is EUR 5.9 million in the case of the Catastrophe:.:, 

ExCess of Loss Treaty. EUR 0.4 million in the case of the Motor Thir8: 

Party Liability Excess of Los8 Treaty, and EUR 1.2 million in the case $., 
<:j, 
'..?l 

8 , '  

I-:. 
<:>, 
&'>i 

'4 

' ... 
the Property per Risk Exces5 of Loss Treaty. 

, -  
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OPERATING EARNINGS BEFORE TAX 
Spain. amounts in EUR miil ion 

(8) (4) O 4 8 12 

GENERAL HISTORY 

In 2006. AEGON operated in Spain throuqh two insurance companies: 

AEGON Seguros Salud and AEGON Sequros de Vida, subsidiaries 

of a holding company, AEGON España S.A. Administrative and 

operational services to al1 companies in Spain. includinq joint 

ventures with third parties, are provided by a separate leqal entity: 

AEGON Administración Y Servicios A.I.E. 

AEGON first entered the Spanish market in 1980 by acquirinq 

Sequros Galicia. This was followed by the acquisition of Union 

Levantina in 1987, Union Previsora in 1988. Labor Medica in 1996, 

La Sanitaria in 1997. Caja de Prevision y Socorro in 1997, and 

Covadonga at the end of 1999. In 2004. AEGON Spain set up a 

strateqic partnership with Caja de Ahorros del Mediterráneo (CAM). 

This partnership combines CAM's siqnificant customer reach throuqh 
its banhinq network with AEGON's expertise in life insurance and 

pensions. In July 2005. AEGON Spain entered int0 a strateqic 

partnership agreement with Caja de Badajoz (CE) aimed at setting 
up a new insurance company to 5811 AEGON Spain's life insurance, 

accident and pension products throuqh the CE network. AEGON 
Spain provides back office services for this joint venture company. In 

May 2006. the new company. Caja de Badajoz Vida y Pensiones, 
started operations, havinq obtained requlatory approval. In 

November 2005, AEGON Spain siqned a strategic partnership 
':zqreement with the Spanish savings bank Caja de Ahorros de 

'-.Navarra (CN). under which AEGON acquired a 50 percent stake in 

..CN's life insurance and pensions subsidiary. Seguros Navarra S.A. 

,-,The acquisition of 50 percent of Seguros Navarra S.A. took place in 

!two tranches. In the fourth quarter of 2005,15 percent was acquired, 

'...-followed by another 35 percent in the first quarter of 2006. AEGON 

"Spain wil1 continue to expand its life insurance business by 
---<trenqtheninq its own aqent distribution capabilities. by enhancing 

its existing bancassurance partnerships with CAM, CE and CN as wel1 

as pursuinq new distribution opportunities. 

.-. 

, .. , _ _  

- .., 
s ~.. ,, 

PRODUCTS AND DISTRIBUTION 

Over the past several years. AEGON Spain has focused on its life 

insurance business for portfolio qrowth. By marhetinq unit-linked 
variable life products through multiple distribution channels 

significant inroads have been made into a market traditionally 

dominated by banks. AEGON Spain focuses on the individual 
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consumer segment. AEGON Spain's principal lines of business are 

traditional life and unit-linked insurance products. These products 

are distributed on the one hand throuqh the aqency channel, using a 

network of aqents and brokers and on the other hand, in the case of 

joint ventures with the before mentioned savinq banhs, t i rouqh their 

networks. Individual life products are sold by specialized agents and 
brokers in urban centers and by the savinq banks branch networks 

bath in urban centers and rural areas. Group life products are 
distributed through banks and financial institutions as wel1 as 

throuqh brokers and specialized aqents. 

REINSURANCE CEOEO 

AEGON Spain has proportional reinsurance protection for individual 
risk policies and non-proportional protection for qroup risk poiicies. 

Such reinsurance arrangement5 are in accordance with standard 

reinsurance practices within the industry. AEGON Spain enters int0 

these arrangement5 to assist in diversifyinq its rishs and to limit 
the maximum loss on risks that exceed policy retention limits. 

The maximum retention limit on any one life varies by product and 

risk classification, and is qenerally between EUR 45,000 and 
EUR 60,000. AEGON Spain remains continqently liable with respect 

t o  the amounts ceded if the reinsurer fails to meet the obliqations 

it assumed. 

AEGON Spain's reinsurers qenerally have a minimum A rating from 
Standard S Paar's. To minimize its exposure to  reinsurer insolvencies, 

AEGON Spain annually monitors the creditworthiness of its primary 

reinsurers. It has experienced na material reinsurance recoverability 

Iirobiems in recent years. Where deemed appropriate, additional 

proiection is arranqed throuqh funds that are withheld ior  
investment by the cedinq company 

STANDARDIZED NEW PREMIUM PRODUCTION 
Spain, amounts in EUR mill ion 

O 10 20 30 40 50 60 

2006 

2005 

Single Recurrinq annualired 
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AEGON TAIWAN 

GENERAL HISTDRY 

AEGON Life insurance (Taiwan) inc. (AEGON Taiwan) is a iife 

insurance company formed in 2001 to  conduct iife insurance 

business in the Repubiic of China. AEGON Taiwan's operations began 

in 1994 as a branch office of Life investors insurance Company of 
America. an AEGON USA iife insurance company. in 1998, AEGON 

Taiwan took over a biock of business comprised of 55,000 poiicies of 
American Famiiy Life Assurance Company Taiwan. in 1999, the 

Transamerica Taiwan branch was added to  AEGON's business as a 

resuit of AEGON's acquisition of Transamerica. The inteqration with 

the existinq operations was compieted in ZOOI. At the end of 2001. 
AEGON Taiwan acquired a biock of business comprised of 57,000 

poiicies of Nationai Mutuai Life Association of Austraiia, AXAs 

Taiwan iife operation. 

PRODUCTS AND DISTRIBUTIDN 

AEGON Taiwan offers a broad range of insurance products that meet 

a variety of consumer needs. These inciude whoie iife, endowment 
life, term life. accident and supplemental heaith. uariable universal 

life. annuities. group iife and heaith, and a range of poiicy riders. 

AEGON Taiwan's variabie universai iife product was enhanced in 

2005. and is now the company's top seiiinq product iine. The product 
inciudes a wide range of investment options. inciudinq AEGON's 

unique stabie vaiue fund. 

AEGON Taiwan distributes through a variety of channeis, which ha8 

been a key to  the company's rapid growth in recent years. These 

channeis inciude a force of over 700 fuli time professional career 
agents. independent brokers, banks. qroup and worksite marketing, 

as Weil as direct marketing. Each channei seiis a mix of products 
taiiored to their distribution system and the consumer segment8 

they serve. in the past year. the company's agency. brokeraqe, and 
bank channeis have aii increased their saies of variabie iife insurance, 

driven by the demands of the market, as Weil as AEGON Taiwan's 
focus on growing that business iine. The worksite marketing channei, 
which was started in 2005. has aiso grown steadiiy, offering a range 

of taiiored retirement planning and insurance soiutions to employees 

of corporate ciients. 

REINSURANCE CEDED 

AEGON Taiwan ha8 its mortality and morbidity risks reinsured by 

iocai and international reinsurers. Aii reinsurers that have significant 
business arrangements with AEGON Taiwan have a rating of AA- and 

above, except for the Central Reinsurance Company (CRC). which 

used to be a qovernment company but ha8 qone throuqh a successfui 

privatization. CRC's credit rating was upqraded from its previous 
BBBC to A- in October 2006. The reinsurance covers both exces8 

surpius risks and catastrophic concentration risks. 

AEGON-CNOOC 
GENERAL HISTDRY 

AEGON-CNOOC Life insurance Co., Ltd. (AEGON-CNOOC) is a 50150 

joint venture estabiished in Shanghai, Peopie's Repubiic of China, by 

China Nationai Offshore Oii Corporation and AEGON. AEGON-CNOOC 
started operations in Shanghai in May 2003. AEGON-CNOOC is 

iicensed to  seli both life insurance products as weli as accident and 

heaith products in mainiand China. 

in April 2005. AEGON~CNOOC's Beijing branch completed its business 

registration and started fuii operations. Subsequentiy, in September 

2005. the Jiangsu branch ceiebrated its opening ceremony in Nanjing 
and became one of the f int  joint venture lite insurance companies tD?+;, 

enter int0 the Jianqsu Province. The Shandong branch becam%?: 
operational foiiowinq formai approvai from the China insurance ...! 

Requiatory Commisslon (CiRC) in September 2006. 

I 

r:.lL / c  

q, 
PRODUCTS AND DISTRIBUTIDN P~..,. 

21 ~ 

: 
~ 

b,l' 

 c.;^ 
Since its inception in 2003. AEGON-CNOOC ha8 successfuii$.'.?{., 

established multiple distribution channeis. includinq aqency, banks,:: : ~ '  
direct marketing, telemarketing, and qroup channeis. 

The agency channei portfolio consists primariiy of universai iife and 

traditional iife products, inciuding ievei whoie iife, coupon whoie iife, 

endowment life, term life as weii as short-term accident and ionq- 
term heaith products. The most important product for the bank 

channei is a single premium whoie-iife universal life product. 
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2006 

2005 

........................................................................ 4 

.... 

-1 

....................... - ............................................... 
Reguiar premium products. SUch as Juveniie Endowment, ais0 
became a major source Of business throuqh the bank channei. The 

major product for the telemarketing channel is  a yearly-renewable 
personal accident product. The primary products sold throuqh the 

brokerage channel are universal iife and traditional life products as 
wel1 as short-term accident and long-term health products. 

REINSURANCE CEDED 

Accordinq to the CIRC requiations, AEGON-CNOOC cedes a quota 

share of accident and health business to the China Reinsurance 

Company. The quota share for the business written in 2003, 2004 

and 2005 was 15 percent, 10 percent and 5 percent respectiveiy and 
decreased to O percent for the business written in 2006. This 

compulsory reinsurance requirement end8 thereafter. I 

In addition. AEGON-CNOOC entered int0 several commercial 

reinsurance arrangement8 to achieve a diversification of risk and to 
limit the maximum los8 on risk8 that exceeded policy retention iimits. 

AEGON-CNOOC entered int0 reinsurance programs with Munich Re, 

Swiss Re, and General Re. The retention limit on any one individual 

life is qeneraliy CNY 200.000. 

............................................................................................ 
OPERATiNG EARNiNGS BEFDRE TAX 
Taiwan. amounts in NTD miil ion 

STANDARDIZED NEW PREMIUM PRODUCTION 
Taiwan, amounts in NTD miil ion 
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PRODUCT LINE OVERVIEW 

.................................................................................................. 

AEGON COMPANIES AROUND THE WORLD 
OFFER PRODUCTS TAILORED TO THE SPECIFIC 
NEEDS OF LOCAL CUSTOMERS 

.................................................................................................. 
Products are sold through a highly diversified distribution network. 

Similar types of products are qrouped together and reported on in a 
certain line of business. For example: whole life, term life. and 

universal life insurance products are grouped together in the 

traditional life line of business. The table on this page provides a 
broad overview of the lines of business f O r  each country unit. More 

details on the specific products sold in each country unit are given in 

the country Sections of this Report of the Executive Board and in the 
financial statements information about products is also included. 

EARNINGS CONTRIBUTION 
Arnaunts in ELIR miliion 

Traditional life 

Life lor  account of policyholders 
Fixed annuities 

Variable annuities 

Institutional quaranteed products 
Fee - off balance sheet products 

Reinsurance 

Accident and health insurance 
General insurance 

Banking 
Other 

n i e r ~ j i  cridrqpr anu oinei 

OPERATINC EARNINCS BEFORE TAX 

2006 

790 

614 
433 

261 

275 
75 

163 

369 

55 

35 

O 

(2421 
2.828 

__ 

__ 
__ 

2005 

823 
243 

425 

130 
280 

33 

105 

324 
55 

15 

(6) 
(280) 

2.147 

, ................................................................................................. 
t.?., 
t,.& 

G:,s 
4:1\ 

'1 . . ik:, 

Institutional guaranteed products' (a.->, 

I ünited United Czech 
Stater Canada Nethellandr Kingdom Hungary RepuDlic Poland Siovakia Spain Taiwan China ,:i 

GLNERAL ACCOUNT 

Traditional life 

Fixed annuities 

. . . . . . . . . 
, ..' . ..- 
..... 
.9..J ACCOUNT OF POLICYHOLDERS 

Life lor  account of policyholders . . . . . . . . . . 
Variable annuities . . . 
Fee - off balance sheet products . . . . . . . 
Banking . 
Accident and health insurance . . . . . . . 
Generai insurance . O 

* Air0 dirtributed internationaily from the united States 
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RISK AND CAPITAL MANAGEMENT 

................................................................................................. 

RISK MANAGEMENT FUNCTIONS ARE APPLIED LOCALLY, WHILE 
CORPORATE OVERSIGHT REMAINS INDEPENDENT FROM THE 
BUSINESS TO PROVIDE OVERSIGHT AND PEER REVIEW 

................................................................................................. 
GENERAL 
A description of AEGON's risk manaqement and control systems is 

qiven on the basis of significant identified risks for AEGON. Some 

risks. such as currency translation risk, are related to the 

international nature of AEGON's business. Other risks include 
insurance related risks. such as chanqes in mortality and morbidity. 

However, AEGON's larqest exposures are to changes in financial 
markets (e.g. interest rate. credit and equity market risks) that affect 

the value of the investments, liabilities from products that AEGON 

sells, deferred expenses and value of business acquired. 

AEGON manaqes risk at the local level where business is transacted. 

based on principles and policies established at group level. AEGON's 

integrated approach to  risk management involves common 

measurement of risk and scope of risk coveraqe to allow for 
agqreqation of AEGON's risk position. In addition. this inteqrated 
framework facilitates the sharing of best practices and the latest 

research on methodoloqies. The risk management functions are 

applied locally and are tied to the speed of business, while corporate 
oversight remains independent from the business activity t o  provide 

oversight and peer review. 

............................................... 
AEGON ACTIVELY MANAGES ITS 

'::CREDIT RISK EXPOSURE BY INDIVIDUAL 
':'COUNTERPARTY, SECTOR AND ASSET 
.-~-CLASS .... ' 

............................................ 
,,..<To manage its risk exposure, AEGON employs risk management 

::I proqrams includinq asset liability management (ALM) processes and 
<-:, -- models. hedqinq programs (which are largely conducted via the use 
I ... '.~ 

of derivatives) and insurance programs (which are largely conducted 

throuqh the use of reinsurance). These risk management programs 

are in place in each country unit and are not only used to manage 

risk in each unit, but als0 for the Group. Derivative and reinsurance 

usage by the company are qoverned by derivative and reinsurance 
usaqe policies. These policies establish the control. authorization, 

execution and monitoring requirements of the usaqe of such 

instruments. In addition, these policies stipulate necessary mitiqation 

of credit risk created throuqh these derivatives and reinsurance risk 

management tools. For derivatives. credit risk is often mitiqated by 

requirements to  post collateral via credit support annex agreements. 

For reinsurance. credit risk is often mitiqated through funds withheld 

by treaties (when AEGON owns the assets) or throuqh assets held in 
trust for the benefit of AEGON (in the event of reinsurer insolvency). 

As part of these risk management programs, AEGON takes inventory 

of its current risk position across risk cateqories. AEGON als0 

measures the sensitivity of net income and shareholders' equity to 

stochastic and deterministic scenarios. Management uses the insiqht 

qained throuqh these 'what if?' scenarios to manaqe AEGON's risk 
exposure and capita1 position. The models, scenarios and 

assumptions used are reviewed reqularly and updated as necessary. 

Results of AEGON's sensitivity analyses are presented throuqhout 
this section to show the estimated sensitivity of net income and 

sharehoiders' equity to  various scenarios. These sensitivity analyses 

are presented according to IFRS. These scenario resuits do not 
consider the actions that might be taken to  mitiqate losse8 inherent 

in AEGON's risk management processes. As financial markets 
fluctuate, these actions may invoive seliinq investments, changinq 

investment portfolio allocation and adjusting interest rates or 

bonuses credited to policyholders. Also. the results do not take int0 
account correlation between factors and assume unchanqed 

conditions for al1 other assets and liabilities. Results of the analyses 

als0 cannot be extrapolated for wider variations since effects do not 

tend to be linear. No risk manaqement process can ciearly predict 
future results. 

CURRENCY EXCHANGE RATE RISK 

As an international qroup, AEGON is subject to currency risk. AIso, 

currency risk exists for any policy denominated in currencies other 

than the policy's local currency. In the Netherlands, the majority of 

AEGON's equity holdings are invested in an internationally diversified 

portfolio. rather than solely in Dutch equities. Equity held in 
subsidiaries is kept in local currencies to the extent shareholders' 

equity is required to satisfy requlatory and self-imposed capita1 

requirements. 
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AEGON Americas (USD million) 2,112 2,717 

AEGON The Netherlands 
(EUR million) 1.097 1,286 

United Kinqdom (GBP million) 150 186 
Other countries (EUR miliion) 135 248 

...., 

2,689 

1,042 

225 
81 

Therefore. currency exchange rate fluctuations may affect the level 

of shareholders' equity as a result of translation int0 euro. AEGON 
holds the remainder of its capital base (capital securities, 

subordinated and senior debt) in various currencies in amounts that 
are targeted to correspond to the book value of AEGON's country 

units. This balancing mitiqates currency translation impacts on 

equity and leveraqe ratios. Currency risk in the investment portfolios 

is manaqed using asset iiability matching principles. 

AEGON does not hedge the income streams from the main non-euro 
units and. as a result. earnings may fluctuate due to currency 

translation. As AEGON has significant business seqments in the 
United States and in the United Kingdom, the piincipal sources of 

exposure from currency fluctuations are from !he differences 
between the US dollar and the euro and between !he UK pound and 

the euro. AEGON may experience significant changes in net income 
and shareholders' equity because of these fluctuations. 

The exchange rates for US dollar and UK pound per euro for each of 
the last five year-ends are set out in table 2. 

Table 2 

Closinq rates 2002 2003 2004 2005 I 2006 I 

0.65 0.70 0.71 0.69 

USD 1.05 1.26 1.36 1.18 

GBP 

The sensitivity analysis in table 3 shows the estimated approximate 

effects on net income and shareholders' equity of movements in the 
exchange rates of AEGON's non-euro currencies relative to the euro, 

INTEREST RATE RISK 
AEGON bears interest rate risk with many of its products. In cases 

where cash flows are hiqhly predictable. investing in assets that 
closely match the liabilities can mitiqate this risk. For some AEGON 

country units, local capital markets are not wel1 developed which 
prevents a complete matchinq of assets and liabiiities for those 

businesseS. For some products, cash flows are less predictable as a 

result of policvholder actions that can be affected by the level of 
interest rates. 

In periods of rapidly increasinq interest rates, policy loans. 

surrenders and withdrawals may and usually do increase. Premiums 
in flexible premium policies may decrease as policyholders seek 

investments with higher perceived returns. This activity may result 

in cash payments requirinq the sale of invested assets at a time 
when the prices of those assets are adversely affected by the 

increase in market interest rates: this may result in realized 

investment losses. These cash payments to policyholders result in a 
decrease in total invested assets and a decrease in net income. 

Among other thinqs. early withdrawals may als0 require AEGON to  
accelerate amortization of deferred Policy acquisition costs <DPAC)q 

which in turn reduces net income. !t,.<'. 
1 

'@ 
1 p ,  

........................................................................................ P I  
, ;;*:. ..i 
,*~, Tahle 3 ti; ~ 

Sensitlvlty analysis of net income and shareholders' equity to currency exchanqe rate markets -+_jj 

Ertimated effects on Ertimated effectr on 
net income Shareholders' equity 

increases betweenl2% and 13% 

decreases between 12% and 13% 

Movement of markets 

Increase by 15% of non-euro cuirencies reiative to the euro 

Decrease by 15% of non-euro currencies relative to the euro 

' Basic assumptionr: no correlation between markets and risks: unchanqed conditions for al1 other assets and liabilities; limited management actions taken. Al1 

' The effect of currency exchange rate movements is reflected as a one-time shift up or down in the value of the non-euro currencies relative to the euro on 

incieases between 11% and 12% 

decreases between 11% and 12% 

percentage changes are relalive to net income and shareholders'equity. Effects do not tend to be linear and therefore cannot be extrapolated for larqer increases 
or decreaser. 

December 31,2006. 
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3 month US LIBOR 1.38% 1.15% 2.56% 4.54% 
3 month EURIBOR 2.87% 2.12% 2.16% 2.49% 

10-year US Treasury 3.82% 4.25% 4.22% 4.39% 

10-year Dutch 
Government 4.24% 4.29% 3.68% 3.29% 

.................................................................................................. 

5.36% 
3.73% 

4.70% 

3.97% 

Durinq periods of sustained low interest rates, iife insurance and 

annuity products may be relatively more attractive to consumers. 

resultinq in increased premium payments on products with flexible 

premium features, and a higher percentaqe of insurance poiicies 

remaininq in force from year to year. Durinq such a period, 
investment earninqs may be lower because the interest earninqs on 

new fixed income investments likely w i l  have declined with the 

market interest rates. in addition. mortqaqes and redeemable bonds 
in the investment portfolio are more likely to  be repaid as borrowers 

seek to borrow at lower interest rates and AEGON may be required 
to reinvest the proceeds in securities bearinq lower interest rates. 

Also. in a period of low interest rates, AEGON may not be able to 

reduce creditinq rates on policies and still preserve marqins as a 

result of minimum quaranteed crediting rates provided on policies. 

Accordinqly. durinq periods of sustained low interest rates. net 

income may decline as a result of a decrease in the spread between 

either the interest rates credited to poiicyholders or the rates 
assumed in reserves and returns on the investment portfolio. 

If interest rates rise. there may be unrealized losses on some of 

AEGON's assets that w i l  be recorded as neqative income under IFRS. 

This is inconsistent with the iFAS accounting on rnuch of the cornpany's 

liabilities where correspondinq unrealized qains when interest rates 
rise do not affect income in the shorter term. Over time, the short- 

term reduction in income due to risinq interest rates would be offset by 

hiqher income in later years ai1 else beinq equal. Therefore, risinq 
interest rates are not considered a long-term risk to the cornpany. 

The qeneral account fixed income portfolios of AEGON Americas and 
AEGON The Netherlands accounted for 93 percent of the total 

qeneral account fixed income portfolio of AEGON on December 31, 

2006. AEGON USA and AEGON The Netherlands manage - within 

... limits - their duration mismatch on the basis of their expectations >:;.,, 
.Jor the future level of interest rates. Presently. other AEGON country 

!units target the duration of their assets to equal approximately the 
q 
p.; 

duration of their iiabiiities where possibie. in addition to point in time 

duration measurement. deterministic and stochastic scenarios are 

used to measure and manaqe interest rate risk. In these models. 

policyholder behavior changes are anticipated. These models are 

used by al1 country units and aqqreqated at the qroup levei. 

For AEGON USAs business, the averaqe duration of assets is 

approximately 3.8 years. This relatively low duration, as compared to  
the long-term nature of most of AEGON USA's businesseS. is driven 

by the asset and liability management proces5 applied to the 
institutional markets business in the United States (GICs and fundinq 

agreements). Both the assets and the liabilities for this business are 

manaqed on a fioatinq rate basis, with extensive use of interest rate 

swaps. AS a resuit, the asset duration is short for this business. In 

the Netherlands. the averaqe duration of assets is approximately 
6.9 years. AEGON The Netherlands actively uses derivatives to 

manage its interest rate risk. Durinq 2006. AEGON The Netherlands 
siqnificantly increased its derivative positions to reduce the interest 

rate mismatch with its liabilities. The combined effective duration 

mismatch of AEGON USA and AEGON The Netherlands was minus 0.1 

years on December 31, 2006. This duration mismatch is an indication 

of the degree of interest rate risk on a fair value basis. As cash flows 

emerqe and interest rates change. the actuai impact from interest 
rate exposure could he hiqher or Iower than what this static duration 

measure implies. 

'*iabie 5 

,Sensitivity analys is  of net income and shareholders' equ i ty  to in terest  rates',' 
t:.: 

i,.,Amounts in EUR miliion Ertimated effects on Ertimated effects on 
Parallel rnovernent of yield curve net incame shareholders' equity 

Shift up 100 basis points (1.345) 12.277) 

Shift up 200 basis points (2,5244) 14.277) 

Shift down 100 basis points 1,635 2,398 

Shift down 200 basis points 3,559 4,947 

I ,. > 

I Basic arsumptionr: no carrelation between markets and risks: unchanged conditions foi al1 other assets and liabilities: limited management actionr taken. Al1 
changes are relative to net income and rhareholders'equity. Efiects do not tend to be linear and therefore cannot he extrapolaled for larger increases or 
decrearer. 
Interest rate movements are appiied as a one-time parallei shift either up or down of al1 relevant yield curves on December 31,2006. 

58 I AEGON ANNUAL REPORT 2006 



.................................................................................................. 

18,923 

10,734 
24,361 

18,025 

2,003 
1,691 

335 

18,242 

The sensitivity analysis in table 5 on page 56 shows an estimate of the 

effect of interest rate movements on net income and shareholders' 

equity. 

Under IFRS. income and shareholders' equity are adversely affected 
when interest rates rise and favorably affected when interest rates 

fall. When interest rates shift up, there would be unrealized losses on 
certain assets that adversely affect net income and shareholders' 

equity. However when rates shift up, IFRS does not recognize the 
unrealized qains in corresponding liabilities in net income and 

shareholders' equity. Similarly, when rates shift down, there would 

be unrealized gains on certain assets that favorabiy affect net 

income and shareholders' equity. However when rates shift down. 
IFRS als0 does nol recognize the unrealized iosses in correspondinq 

liabilities in net income and shareholders' equity. As a result under 
iFAS. the impact of interest rate changes on net income and 

shareholders' equity can give an incomplete and even incorrect 
impression of the true risk exposure of the company. In fact. the 

company is at risk if rates decline as AEGON's assets are currently 
shorter in duration than AEGON's liabilities and as a result of 

minimum guarantees present in some products. Similariy when 

interest rates rise. the company is currently better off since AEGON's 
assets are currently shorter in duration than AEGON's liabilities. 

When interest rates rise sharpiy, this benefit would be partiaily offset 
in the short-term due t o a  likely sudden rise in lapse rates on fixed 

annuity products in AEGON USA. 

18,598 I::!.' 
<.*<A, 

9,241 ,.::;' 
29,327 -.Jj, 

,.". .# 

, ,% 

20,lOl 
2.244 
1,609 

341 

20,501 

CREDIT RISK 

As premiums and deposits are received, these funds are invested to 
pay for future policyholder obligations. For general account products, 
AEGON typically bears the risk for investment performance equaling 

the return of principal and interest. AEGON is exposed to credit risk 

on its general account fixed income portfolio (bonds. mortgaqes and 
private placements), over-the-counter derivatives and reinsurance 

contracts. Some issuers have defaulted on their financial obligations 

for various reasons. includinq bankruptcy. lack of liquidity. downturns 

in the economy or downturns in real estate values, operational 

failure and fraud. In the past, poor economic and investment climates 
in AEGON's major markets resulted in significant investment 

impairments on AEGON's investment assets due to defaults and 

overall declines in the securities markets. Although credit default 

rates were benign in 2006, a reversion to excessive defaults. or other 
reductions in the value of these securities and loans, could have a 
material adverse effect on AEGON's business, results of operations 

and financial condition. 

............................................... 
COUNTRY UNITS APPLY SPECIFIC 
GUIDELINES FOR ACCEPTABLE 
LEVELS OF CREDIT RISK 
............................................... 
AEGON actively manages its credit risk exposure by individual 

counterparty, sector and asset class. AEGON may mitigate credit risk 

in derivative contracts by entering in collateral agreements where 
practica1 and in International Swaps and Derivatives Association 

(ISDA) master netting agreements for each of AEGON's legal entities 
to facilitate AEGON's riqht to offset credit risk exposure. AEGON may 
also mitigate credit risk in reinsurance contracts where possible by 

retaininq ownership of assets required to support liabilities ceded or 

by requiring the reinsurer to hold assets in trust. 

Table 6 

General account investments and reinsurance assets 

Amounts in EUR millian The United Other 
Ratinq cateqory Arnericar Netherlandr Kinqdom countrier 

AAA 17,022 1.4M 160 273 

AA 8,424 921 887 502 

A 19.088 1,849 2,478 946 

BBB 16,630 633 680 a3 

BB 1,836 155 11 
B 1,522 161 5 2 

CCC or lower 318 17 

Sovereign exposure 6,035 9,611 359 2,220 
Assets not rated 30,213 13,391 262 295 1 44,462 I 47,349 

TOTAL 101.088 28,202 4,831 4,332 1 138.776 I 149,311 

' Includes investments of holding and othei activities 
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AA 

A 

BBB 
BE 
B 

CCC ar Iower 

................................................................................................. 
For the resultinq net credit risk exposure. AEGON employs If an exposure exceeds the stated limit as a result of a downqrade. 
deterministic and stochastic credit risk rnodelinq in order to assess its the exposure must be readjusted to the limit for that ratinq cateqory 

credit risk profile, associated earninqs and capital implications due to as soon as practicable. The limits vary with the asset quaiity of the 

various credit los5 scenarios. The ratinqs distribution of qeneral 
account portfolios of AEGON's major country units are presented in be made after explicit approval from AEGON's Group Risk and Capital 

table 6 on page 59 and are orqanized by rating cateqory. Committee. 

security as can be seen in table 7. Exceptions to these limits can Only I 

1 ,000 

750 

500 

250 

125 
50 

Amauntr in million (in USD) (in EUR) (in GBP) (in EUR) (in EUR) , ~. 
, 'Equity funds 1,267 1.925 77 

.~: Common shares I 1,521 3,350 49 12 120) 

: Preferred shares 393 176 

Investments in real estate' 1,399 1,967 37 14 

Hedqe funds 1,990 16 
Credit investment strategies 240 

TOTAL EQUITY, REAL 
ESTATE AND NON-FIXED 
INCOME EXPOSURE 6,810 7.418 49 142 16) 

Credit ratinq [ Limlt I 
AAA 1 1.000 1 

(In EURi 

2,964 

4,571 

474 
3.080 

1,527 

1 82 

12.798 

EOUITY MARKET AND OTHER INVESTMENT RISKS 

Fluctuations in the equity. real estate and capital markets have 

adversely affected AEGON's profitability. capital position and sales of 

equity related products in the past and may continue to  do 50. 

Exposure to equity. real estate and capital markets exists in both 
assets and liabiiities. Asset exposure exists throuqh direct equity 

investment, where AEGON bears al1 ar most of the volatility in 

returns and investment performance risk. General economic 

Conditions, as wel1 as siqnificant events - like terrorist actions -have 
led to  and may aqain result in siqnificant decreases in the value of 

AEGON's equity investments. 

Equity rnarket exposure is present in equity-linked products whereby 
policyholder funds are invested in equities at the discretion of the 

policyholder; here most of the risk remains with the policyholder. 
Examples of these products include variable annuities, variable 

universal life, unit-linked products and rnutual funds. AEGON typically 
earns a fee on the asset baiance in these products and therefore has 

a risk related to the investment performance. In addition. som8 of 
this business has minimum return ar accumulation quarantees. 

which are often iife continqent or contingent upon policyholder 

persistency. AEGON is at risk if equity rnarket returns do not exceed 
these quarantee levels and the company may need to  set up 

additional reserves to fund these future quaranteed benefits. 

Table 8 

Equity, real estate and non-fixed income exposure in qeneral account assets 
I I 

Total Holdings and AEGON 
AEGON Americas The Netherlands AEGON UK Other countrier eliminations 2006 
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1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . 

S&P 500 880 1,112 1,212 1,248 
Nasdaq 1,336 2.W3 2,175 2,205 
FTSE 100 3.940 4,477 4,814 5,619 
AEX 323 338 348 437 

AEGON is als0 at risk if returns are not sufficient t o  aliow 
amortization of OPAC and VOBA. It is possible under certain 

circumstances that AEGON would need to accelerate amortization of 

DPAC and VOBA and to establish additional provisions for minimum 

quaranteed benefits, which would reduce net income and 

shareholders' equity. Volatile or poor market conditions may also 

siqnificantly reduce the popularity of some of AEGON's savinqs and 

investment products, which could lead to lower sales and lower net 
income. AEGON's qeneral account equity and certain other 

investment holdinqs are shown in table 8 on page 60. 

The qeneral account equity. real estate and other non-fixed income 

portfolio of AEGON USA and AEGON The Netherlands accounted for 

92 percent of the total qeneral account equity. real estate and other 

non-fixed income portfolio of AEGON. Of AEGON's country units, 
AEGON The Netherlands holds the larqest amount of equities. both 

in absolute terms and expressed as a percentaqe of total qeneral 

account investments. The larqest part of the equity portfolio of 
AEGON The Netherlands consisis of a diversified portfolio of qlobal 

equities and 5 percent equity holdinqs in Outch companies, which 

include non-redeemable preferred shares. 

1,418 
2,415 
6,221 

495 

Table 9 shows the year-end closinq levels of certain major indices 

T.ahlm 9 

Tabie 10 

............................................... 
AEGON's shareholders' equity is directly exposed to. amonq other 
thinqs. movements in the equity and real estate markets and to 

movements in interest rates. With the implementation of IFRS, 

income and shareholders' equity are expected to be more volatile 

and subject to increased sensitivity to movements in equity and real 

estate markets and to movements in interest rates. In addition, net 

income is sensitive to the fees earned on equity investments held for 

the account of policyholders as wel1 as the amortization of DPAC and 

provisioninq for minimum product quarantees. 

The sensitivity analysis of net income and shareholders' equity to 

equity and real estate markets is presented in table 10. 

The Sensitivity of shareholders' equity and net income to  changes in 

equity and real estate markets reflects changes in the market value 

of AEGON's portfolio, changes in DPAC amortization, contributions 
to pension plans for AEGON's employees and the strengtheninq of 

the quaranteed minimum benefits, when applicable. The main reason 

for the non-linearity of results in the equity portion of the sensitivity 
is that more severe scenarios could cause accelerated DPAC 

amortization and quaranteed minimum benefits provisioninq, while 
moderate scenarios may not. 

DERIVATIVES RISK 

AEGON is exposed to currency fluctuations. chanqes in the fair value 
of its investments. the impact of interest rate. equity markets and 

credit spread changes and changes in mortality and lonqevity. 
AEGON uses common financial derivative instruments such as swaps, 

options. futures and forward contracts to hedqe some of the 
exposures related to  both investments backing insurance products 

and company borrowinqs. 

i! .. .. Sensitivity analysis of net income and shareholders' equity to equity and real estate markets l . p  

Amounts in EUR million Estimated approximate effects '=F. 
Immediate chanqe In onnet income on shareholders' equity I?' 

I !  
Equity increase 10% 129 348 p,~ 

(392) ..i:: 
i:.... Equity decrease 10% (183) 

Equity decrease 20% (453) (837) 

Real estate increase 10% 198 202 '-4 1 

Real estate decrease 10% (212) (202) 

Real estate decrease 20% (423) (404) 

, 
Ertimated approximate effects 

I Basic aSIUmptionS: no Correlation between markets and risks. unchanqed conditions lor al1 ather asrets and liabilities and limited management actions taken 
Ai1 changes are relative to  net income and shareholders' equity. EfíeLtS do not tend in be iinear and thereíore cannot be extrapolated for larger increases or 
decreares. 
The effect of movements in equity and real estate markets is rellected as a One.time increare 01 decrease 01 worldwide equity and real estate markets on 
December 31,2006. 
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................................................................................................. 
AEGON may not be able to manage the risks associated with these 

counterparty may fail to honor the t e r m  of its derivatives contracts 

Sources of underwritinq risk include policy lapses and policy claims 

risk i f  policy lapses increase as sornetirnes AEGON is unable to  fully 

I 

I 

I 
activities successfully through the use of derivatives. In addition. such as mortality, morbidity and expenses. In qeneral, AEGON is at 

with US. AEGON's inability to manage risks SuccessfuIIy through recover up front expenses in sellinq a product despite the presence 

derivatives or counterparty's failure to honor its obliqations could of commission recoveries or surrender charges and fees. For 

have a material adverse effect on AEGON's business, results of mortality and rnorbidity risk, AEGON selk certain types of policies 

operations and financial condition. that are at risk i f  rnortality or morbidity increases. such as term life 
insurance and accident insurance, and Se118 certain types of policies 

LIOUIDITY RISK that are at risk if rnortality decreases, such as annuity products. 

Liquidity risk is inherent to much of AEGON's business. Each asset AEGON is also at risk if expenses are higher than assumed by 

purchased and liability sold has liquidity characteristics that are 

unique. Some liabilities are surrenderable while some assets. such as 

privately placed loans. rnortgaye loans. real estate and lirnited 
partnership interests, have low liquidity. If AEGON requires significant 

amounts of cash on short notice in excess of normal cash 
requirements and existing credit facilities. AEGON may have difficuliy 

sellinq these investments at attractive prices or in a timely manner, 

or boih. Illiquid assets arnounted to EUR 35 billion or 25 percent of 

qeneral account investmenis at the end of 2006 (EUR 39 billion. 

or 26 percent in 2005). 

UNDERWRITING RISK 

AEGON's earnings depend significantly upon the extent to which 
actual claims experience is consistent with the assumptions used in 
setting the prices for products and establishinq the technica1 

provisions and liabilities for claims. To the exient tha i  actual claims 
experience is less favorable than the underlying assumptions used in 

establishinq such liabilities. income would be reduced. Furthermore. 
i f  these higher claims were part of a trend, AEGON may be required 

to  increase liabilities. which could reduce income. In addition, certain 

acquisition costs related to  the sale of new policies and the purchase 

of policies already in force have been recorded as assets on the 
balance sheet and are beinq amortized int0 incorne over time. If the 

assumptions relatinq to  the future profitability of these policies (such 

as future claims, investment incorne and expenses) are not realized. 
'?he arnortization of these costs could be accelerated and rnay r: i 

(equire write-offs due to unrecoverability. This could have a material 
,adverse effect on AEGON's business, results Of operations and 

,!,i,nancial condition. 

I 

I 

,..~~> 

-. . 

. &, 
! L . .  

management, 

AEGON monitors and rnanaqes its underwritinq risk by each under- 

writing risk type. Attribution analysis is performed on earninqs and 

reserve movements in order i o  understand the source of any 

rnaterial variation in actual resulis from what was expecied. AEGON 

units also perfurm studies for underwritinq risk assumptions. 
compariny AEGON's experience to indusiry experience. As wel1 as 

cornbining AEGON's experience and industry experience based on 
the depth of the history of each source to AEGONP underwritinq 

assumptions. Where policy charges are flexible in products. AEGON 

uses these analyses as the basis for modifyinq these charges, with a 

view to  maintain a balance beiween policyholder and shareholder 
interests. AEGON also ha5 the ability t o  reduce expense levels over 

time, thus mitigatinq unfavorable expense variation. 

The sensitivity analysis of net income and shareholders' equity to 

various underwritinq risks is shown in table 11. 

Tabiell 

Sensitivity of net income and totai equity to chanqes 
in various underwritinq risks',z 

Estimated approximate effect 
an net incorne/equity 

2006 

(44) 

44 

(88) 

88 

(611 

61 

Amounts in EURrnillian 
Parallel movement of yield curve 

20% increase in lapse rates 
20% decrease in lapse rates 

10% increase in mortality rates 
10% decrease in rnortality rates 

10% increase in morbidity rates 

10% decrease in morbidity rates 

' Basic asrumptians: na correlation between markets and risks. unchanged 
conditions 101 al1 other assets and iiabilities and limited management actions 

Effects do nat tend to be linear and therefore cannot be extrapolated for 

I 
I taken. AI1 chanqes are relative to net income and shareholders'equity. 
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NEW PRODUCTS 

AEGON may face claims from customers and adverse neqative 

publicity if its products result in losses or fail to result in expected 

qains. reqardless of the suitability of products for customers or the 
adequacy of the disclosure provided to customers by AEGON and by 

the intermediaries who distribute AEGON's products. New products 
that are less understood and that have less of a historica1 performance 

track record may be more likely to be the subject of such claims. Any 

such claims could have a material adverse effect on AEGON's results 

of operation, corporate reputation and financial condition 

TAX CHANGES 

Insurance products enjoy certain tax advantaqes, particularly in the 

United States and the Netherlands. which permit the tax-deferred 

accumulation of earninqs on the premiums paid by the holders of 
annuities and life insurance products under certain conditions and 

within limits. Taxes. if any. are payable on accumulated tax-deferred 

earninqs when earninqs are actually paid. The US Conqress has. 

from time to time, considered possible legislation that would 
eliminate the deferral of taxation on the accretion of value within 

certain annuities and life insurance products. In addition. the 

US Congress passed legislation in 2001 that provided for reductions 

in the estate tax and the possibility of permanent repeal of the 
estate tax continues to be discussed: this could have an impact on 
insurance products and sales in the United States. Changes to tax 
laws in the Netherlands at the end of 2005 have reduced the 

attractiveness of early retirement plans, but tax advantaqes have 

been qranted from January 1, 2006 for savinqs products known as 
Levensloop (Life cycle). Any changes in United States or Dutch tau 
law affecting similar products could have a material adverse effect 

on AEGON's business, results of operations and financial condition. 

GENERAL ECONOMIC CONDITIONS 

AEGON's result of operations and financial condition rnay be 

materially affected from time to time by qeneral economic 
conditions, such as levels of employment. consumer lendinq or 

inflation in the countries in which AEGON operates. 

OTHER RISKS 

RATINGS 

A downqrade in AEGON's ratings may increase policy surrenders and 

withdrawals, adversely affect relationships with distributors and 
neqatively affect its results. 

Claims payinq ability and financial strenqth ratinqs are factors in 

establishinq the competitive position of insurers. A ratinq downqrade 

íor the potential for such a downqrade) of AEGON or any of its rated 
insurance subsidiaries rnay. amonq other thinqs, materially increase 

the number of policy surrenders and withdrawals by policyholders of 

cash values from their policies. The outcome of this may be cash 

payments requirinq the sale of invested assets. includinq illiquid 

assets. at a price that may result in realized investment losses. These 

cash payments to policyholders result in a decrease in total invested 
assets and a decrease in net income. Among other things. early 

withdrawals may als0 cause AEGON to accelerate amortization of 

policy acquisition costs, reducinq net income. 

................................................. 
AEGON IS SUBJECT TO COMPREHENSIVE 
R EGU LAT ION A N D SU PERV I S I O N 
................................................ 
In addition, a downqrade rnay adversely affect relationships with 
broker-dealers, banks. aqents, wholesalers and other distributors of 

AEGON's products and services, which rnay neqatively impact new 

sales and adversely affect its ability to compete and thereby have a 
material adverse effect on AEGON's business, results of operations 

and financial condition. 

The current SSP. Moody's and Fitch insurance financial strenqth 
ratings and ratings outlook of AEGON's primary life insurance 

companies in AEGON's major country units are shown in table 12. 

Tzh,o 1, 

RATINGS 
AEGON SCOttiSh 

AEGON USA AEGON NL Eouitable 

SSP ratinq A A  A A  AA, :j 
LT' 

SSP outlook Stable Stable Stable/+ 

Moody's ratinq Aa3 Not rated A l  i 
Moody's outlook Stable Not rated Stablei-: 

i.i' 
Fitch ratinq AA+ Not rated Not rated v,) 

i 
Fitch outlook Stable Not rated Not rated , :& 

t.2 

Neqative changes in credit ratings may als0 increase AEGON's cost ~, 

of fundinq. Durinq 2006, Standard and Poor's maintained the credit 2 i  
ratings of AEGON N.V. at A+ with a stable outlook. Moody's Investor 
Service maintained the senior debt ratinq of AEGON N.V. at A2, with 

a stable outlook. 0n January 30, 2006. Fitch Ratings assiqned AA- 

(double A minus) ratings to AEGON N.V.'S senior debt and A+ ratings 

to subordinated debt and perpetual securities. 

.... 

, .  , 
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............................................................................................ 
INFORMATION TECHNOLOGY 

While systems and processes are desiqned to  support complex 

transactions and to avoid systems failure, fraud. information security 

failures, processinq errors and breaches of regulation, any failure 
could lead to a material adverse effect on AEGON's results of 

operation and corporate reputation. In addition, AEGON must 

commit significant resources to  maintain and enhance its existinq 

systems in order to keep pace with industry standards and customer 

preferences. If AEGON fails to keep up-to-date inforrnation systems, 

AEGON rnay not be able to rely on accurate information for product 

pricinq, risk management and underwritinq decisions. 

CATASTROPHIC EVENTS 

AEGON's operatinq results and financial position can be adversely 

affected by volatile natural and man-made disasters such as 
hurricanes. windstorrns. earthquakes, terrorism. riots, fires and 

explosions. Over the past several years, chanqinq weather patterns 
and clirnatic conditions have added to the unpredictability and 

frequency of natural disasters in certain parts of the world and 

created additional uncertainty as to future trends and exposure. 

AEGON generally seeks to  reduce its exposure to these events 

through individual risk selection. monitoring risk accumulation and 
purchasinq reinsurance. However, such events could lead to 

considerable financial los8 to AEGON's business. Furtherrnore, 

natural disasters, terrorism and fires could disrupt AEGON's 
operations and result in siqnificant loss of property. key personnel 

and inforrnation about AEGON's clients and AEGON. If AEGON's 
business continuity plans have not included effective continqencies 

for such events. they could adversely affect AEGON's business, 
results of operations. corporate reputation and financial condition 

f o r a  substantial oeriod of time. 

.~.. ' '.. ' GOVERNMENT REGULATIONS 

AEGON is subject t o  cornprehensive requlation and supervision in ai1 
countries in which AEGON operates. The primary purpose of such 

.~ . requlation is to protect policyholders. not hoiders of securities. 
Changes in existinq insurance laws and requlations may affect the 

.' . way in which AEGON conducts business and the products offered. 
'... Changes in pension and employee benefit requlation, social security 
...' requlation, financial services requlation. taxation and the regulation 
i..~ -' 

of securities products and transactions may adversely affect 

AEGON's ability t o  sell new policies or claims exposure on existinq 
policies. Additionally. the insurance laws or requlations adopted or 
amended from time to  time may be more restrictive or rnay resuit in 
higher costs than current requirements. 

. .  

. ,  

The US Sarbanes Oxley Act of 2002 (SOX) and rules subsequently 
irnplemented by the SEC and the New York Stock Exchange. require 

chanqes to some of AEGON's reportinq and corporate qovernance 

practices, includinq the requirement that AEGON issues a report on 

its internal controls over financial reportinq, beqinninq for the year 

endinq December 31. 2006 onwards. If AEGON is unable to maintain 

or achieve compliance with SOX. i t  may have a material adverse 

impact on AEGON'S business. 

LITIGATION 

AEGON faces siqnificant risks of litiqation and requlatory 

investiqations and actions in connection with activities as an insurer. 
securities issuer, employer. investment advisor, investor and taxpayer. 

In recent years, the insurance industry ha8 increasinqly been the 

subject of litigation, investigation and requlatory activity by various 

qovernrnental and enforcement authorities concerninq comrnon 

industry practices such as the disclosure of contingent commissions 

and the accountinq treatment of finite reinsurance or other non- 

traditional insurance products. AEGGN cannot predict at this time 
the effect this current trend towards litiqation and investigation wil1 

have on the insurance industry or its business. Lawsuits, includinq 
class actions and requlatory actions, may be difficult to assess or 

quantify, may seek recovery of very large andlor indeterminate 
amounts, includinq punitive and treble damaqes. and their existence 

and magnitude may remain unknown for substantial periods of time. 

A substantial leqal liabiiity or a siqnificant requlatory action could 

have a material adverse effect on AEGON's business, results of 
operations and financial condition. 

CHANGES IN ACCOUNTING POLICIES 

Since 2005, AEGON's financial statements have been prepared and 

presented in accordance with IFRS as adopted by the European 
Union. Any future change in these accounting principles may have a 

significant impact on AEGON's reported results. financial condition 

and shareholders' equity. This includes the level and volatility of 
reported results and shareholders' equity. 

DEFAULT OF A MAJOR MARKET PARTICIPANT 

The faiiure of a major rnarket participant could disrupt securities 

markets or clearance and settlement systems in AEGON's markets. 
which could cause rnarket declines or volatility. Such a failure could 

lead t o a  chain of defaults that could adversely affect US. In addition, 
such a failure could impact future product sales as a potential result 

of reduced confidence in the insurance industry. 
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JUDGMENTS OF COURTS IN THE UNITED STATES 

The United States and the Netherlands do not currently have a 

treaty providinq for the reciprocal recoqnition and enforcement of 
judqments (other than arbitration awards) in civil and commercial 

matters. Judqments of US courts, includinq those predicated on the 

civil liability provisions of the federal securities laws of the United 

States, rnay not be enforceable in Dutch courts. Therefore, AEGON's 

shareholders that obtain a judqment aqainst AEGON in the United 

............................................. 
States may not be able to  require the company to  pay the amount of 

the judgment unless a competent court in the Netherlands qives 

binding effect to the judgment. It rnay. however, be possible for a US 
investor to brinq an oriqinal action in a Dutch court to enforce 

liabilities against AEGON. its affiliates, directors, officers or any 
expert narned therein who reside outside the United States. based 

upon the US federal securities laws. 

AEGON ANNUAL REPORT 2006 I 65 



Report of the Executive Board Risk and capital management 

IN CONTROL STATEMENT 

................................................................................................. 

THE GROUP RISK AND CAPITAL MANAGEMENT 
COMMITTEE IS RESPONSIBLE FOR ENSURING THAT 
RISKS ARE WELL MANAGED AND MEASURED 

................................................................................................. 
AEGON's internal audit departments are responsible for performinq 

an annual risk assessment and conductinq audits as necessary to 

evaluate the effectiveness of the desiqn and operation of its internal 
controls. AEGON ha8 also established a Group Risk and Capital 

Committee at the Group level. The objectives of the Group Risk and 
Capital Committee include monitoring AEGON's overall exposure as 

wel1 as makinq recommendations and overseeinq rernedial action 

where these exposure8 are deemed excessive. Moreover this Committee 
is responsible for ensurinq that risks are wel1 manaqed and measured 

within the country units. The Group Risk and Capital Committee 

reqularly reports to the Executive Board and Supervisory Board. 

The Executive Board has established a qroup wide framework to 
document, evaluate, and report on the effectiveness of the internal 

controls over the financial reportinq process. Within this context the 
criteria established in Internal Control - Inteqrated Framework issued 

by the Committee of Sponsorinq Orqanizations of the Treadway 
Commission (COSO) are applied. 

On the basis thereof, the Executive Board declares the followinq 

reqardinq AEGON's financial reportinq risks: 

s The risk management and control systems provide reasonable 

assurance that the financial reportinq does not contain any 

material inaccuracies. 

8 The risk management and control systems have worked properly 

There are no indications that the risk management and control 
in 2006. 

systems w i l  not work properly in 2007. 

The risk management and control systems provide reasonable 

assurance reqardinq the reliability of financial reportinq and the 

preparation and fair presentation of its published financial 

statements: however, cannot provide absolute assurance that a 
misstatement of OUT financial statements would be prevented or 

detected. 

i *  .. , 

, .  , ... 
.... 
:..i 

/:. ' 
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LIQU I DITY AN D CA PIT A L  RESOU RCES 

INTERNATIONAL CAPITAL MARKETS AT LOW COSTS 

GENERAL 

AEGON conduct8 its capital management processes at various 
levels in the orqanization. The main goal of AEGON's capital 

management is to manage the capital adequacy of its operatinq 
companies to high standards within leveraqed toierances consistent 

with stronq capitalization. 

CAPITAL ADEOUACY 

AEGON manaqes capital adequacy at the level of its country units 

and their operatinq companies. AEGON seeks to support its internal 
capitai adequacy levels at the hiqher of local requlatory 

requirements. 165 percent of the relevant local Standard h POOT'S 

capital adequacy models or internally imposed requirements. Durinq 

2006, the capital adequacy of AEGON's operatinq units continued to 
be stronq. Al1 of AEGON's units were capitalized within these 

tolerances. In the United States, at December 31. 2006, AEGON held 

approximately 365 percent of the minimum capital required by the 
National Association of Insurance Commissioners 

CAPITAL BASE 

AEGON applies leverage tolerances to its capital base. The capital 

base reflects the capital employed in core activities and consists of 
shareholders' equity. capital securities, and dated subordinated and 

senior debt. AEGON tarqets its capital base (excludinq revaluation 

reserve) to comprise at least 7 0  percent shareholders' equity 
(exciudinq revaluation reserve). 25 percent capital securities and a 

maximum of 5 percent dated subordinated and senior debt. 

At December 31, 2006. AEGON's capital base was within these 

prescribed tolerances: shareholders' equity capital represented 77 
percent of its totai capital base, while perpetual capital securities 

comprised 16 percent of its total capital base. Senior and dated 

subordinated debt accounted for the remaininq 7 percent. The ratio 

of shareholders' equity to total capital íexcludinq revaluation 
reserve) improved, and capital leveraqe decreased. mainly due to a 

stronq operatinq cashflow. In June 2006, AEGON N.V. successfully 

issued USD 500 million of junior perpetual securities. which was 
subsequently increased by USD 50 million in July 2006. Additionally, 

in July 2006, AEGON N.V. issued EUR 200 million of junior perpetual 

capital securities. This further improved the quality of the capital 

base and reduced refinancinq risk. 

SHAREHOLDERS' EOUITY 

Shareholders' equity was EUR 19,137 million at December 31. 2006, 
compared to EUR 19,276 million at December 31, 2005. Net income 

of EUR 2.789 million was offset mainly by a decrease in the foreiqn 
currency translation reserve of EUR 1,325 million (larqely due to a 

lower US dollar). a decrease in the revaluation reserve of EUR 645 

million, dividend payments, and coupon payments on perpetual 

capital securities. 

DEBT FUNDING AND LIOUIDITY 

AEGON's fundinq strateqy continues to be based on assurinq 

excellent access to international capital markets at low costs. As part 

of this strateqy. AEGON aims to offer institutionally tarqeted debt 

securities and to maintain excellent access to retail investors, as 
witnessed by the successful issuance of junior perpetual capital 

securities durinq recent years. 

AEGON's focus on the fixed income investor base continues to be 
supported by an active investor relations program to keep investors 

wel1 informed on AEGON's strategy and results. Most of AEGON's 

external debt is issued by the parent company. AEGON N.V.. as wel1 

as a limited number of other AEGON companies whose securities are 
quaranteed by AEGON N.V. AEGON N.V. has employed its reqular 

access to the capital markets throuqh transactions issued under its 
USD 6 biiiion Euro Medium Term Notes Program. AEGON N.V. als0 ha:C3, 
access to US markets throuqh a separate US Shelf registratioij!;, 

AEGON N.V.'S and AEGON Fundinq Corp.'s (quaranteed by AEGON N.V$ 
combined USO 4.5 billion Euro and US Commercial Paper P r o g r a k i  

facilitates access to dornestic and international money market? 
'., , 

when required. ! ~ ~ ~ ' ,  
I?$ 

'""2 
AEGON maintains back-up credit facilities to support outstandin$?, 

amounts under its Commercial Paper Programs. The principai2:I 

arranqement is a USD 5 billion syndicated facility maturing in 2011 
and extendable until 2013. of which USD 3 billion acts as a back-up 

facility. At December 31. 2006, AEGON N.V. had EUR 2.0 billion 

outstandinq under its Medium Term Notes Program and no amounts 
under its Commercial Paper Programs. In order to further optimire 

AEGON N.V.'S capital structure, Transamerica Corporation 

successfully redeemed USD 381 million outstandinq trust pass- 

throuqh securities in November and December 2006. 

, ,, , -- 
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.................................................................................................. 

................................................................................................ 
Operatinq leveraqe is not part of the capital base. At December 31, 

2006, operatinq leveraqe was EUR 1.6 billion (2005: EUR 1.6 billion). 

Operatinq debt activities primarily relate to mortqaqe warehousinq 
and the fundinq of US requlation X X X  and Guideline AXXX redundant 

reserves. 

Internal sources of liquidity include distributions from operatinq 

subsidiaries on the basis of exces8 capital or cash and cash 

equivalents. Durinq 2006, internal distributions from units were 

sufficient to cover interest expense, other holdinq company 

expenses, and dividend payments. internai distributions may be 

subject to (local) regulatory requirements. Each business unit further 

controls its liquidity by closely rnanaqinq the liquidity of its 
investment portfolio. The duration profile of AEGON's capital 

leverage is manaqed in line with the duration of surplus assets 

reiated to investments in its SubSidiarieS. subject t o  liquidity needs, 
capital, and other requirements. 

Of AEGON's total capital leveraqe at December 31,2006, approximately 
EUR 0.6 billion matures within three years and EUR 5.0 billion is 

perpetual or matures after five years. AEGON considers its workinq 

capitai, backed by the external fundinq programs and facilities, to be 
amply sufficient for the qroup's present requirements. 

CORPORATE GOVERNANCE AND REMUNERATION 

For detailed information about AEGON's corporate qovernance and 
compliance with the Dutch Corporate Governance Code, please refer 

to pages 85 to 92. The Remuneration Policy and Report can be found 

on pages 76 to  81. 

The Hague, Marchl ,  2007 

THE EXECUTIVE BOARD 
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GOVERNANCE AND COMPLIANCE 
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U LT MATELY IT IS ABOUT TRANSPARENCY 

..... 
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REPORT OF THE SUPERVISORY BOARD 

.................................................................................................. 

WE WISH TO EXPRESS OUR APPRECIATION TO 
THE EXECUTIVE BOARD AND ALL MEMBERS OF 
THE WORLDWIDE AEGON COMMUNITY 

.................................................................................................. 
AEGON's Supervisory Board currently has nine non-executive members. 
The Supervisory Board's prirnary duty consists of supervising the Executive 
Board's management. 

The Supervisory Board makes recommendations reqarding 
appointments, reappointments and dismissals of Executive Board 

members when appropriate and i t  deliberates and decides on 
compensation levels for Executive Board members and reviews 

AEGON's business strategy. The Supervisory Board also makes 

recommendations to shareholders regarding the appointment. 

reappointment or dismissal of Supervisory Board members. Additionally. 

the Board discusses the following issues related to the company: 

quarterly results. embedded value, accounting principles. dividends. 
capital position. internal control procedures and risk management. 

Together with the Executive Board, the Supervisory Board also regularly 

reviews AEGON's business strategy. The Supervisory Board held a total 
of six meetings in 2006. with an attendance averaqe of approximately 

90 percent. Meetings were typically preceded or followed by meetings 
of its various committees or by exclusive meetings that did not include 

Executive Board members. 

CORPORATE GOVERNANCE 

Please refer to pages 82 to 92 for AEGON's full report on corporate 
: ..~., ... qovernance and its compliance with the Dutch Corporate Governance 

,.iCode. In 2006, the Supervisory Board aqain discussed the Dutch 
1 Corporate Governance Code and its implications for AEGON's corporate 

'-:'qovernance. 
/i ,; 

i_ 

SUPERVISORY BOARD MEETINGS , A ~. 
,;.~. ... In accordance with AEGON's Supervisory Board Rules. the regular 

#:::. meetings in 2006 were preceded by preparatory meetings. attended by 
:v the chairman and vice-chairman of the Supervisory Board and the 

chairman and the chief financial officer of the Executive Board. The 

Executive Board members attended the meetings held in MaJch, May, 

June. August, November, and December. In December, the Supervisory 
Board reviewed its own composition and performance and those of the 

Executive Board, without Executive Board members present. The 

outcome of this review was subsequently discussed in March 2007. 

The conversion to International Financial Reportinq Standards (IFRS) 

was examined alonq with the process initiated by AEGON to ensure 
compliance with IFRS beginning with the 2005 financial year. The 

director Group Finance & Information attended the meetings during 
which the Supervisory Board discussed the annual results for 2005, 

the quarterly results and value of new business figures in 2006; the 

dividend policy and the interim and final dividends; and the press 

releases. Representatives from Ernst 6 Young, AEGON's independent 

auditor, attended the discussion reqarding the annual results for 2005. 

The Supervisory Board approved the Executive Board's proposal to 

discontinue the secondary listings of the AEGON N.V. shares in 
Frankfurt and Zurich as wel1 as the abolition of bearer shares (K and 

CF certificates) and their replacement with registered shares, which 
can be traded in the Dutch giro-system. The latter required an 

amendment to the Articles of Incorporation and shareholders 
approved this amendment during the AGM on April 25,2006. 

The June 2006 Supervisory Board meeting was devoted to AEGON's 

corporate strategy and the risks of the business activities. and to the 

Group Management Overview and management development. This 

meeting was preceded and prepared by the Strateqy Committee. It 
was hosted by AEGON Hunqary and took place in Budapest. The 

occasion provided a good opportunity for AEGON's management in 

Central and Eastern Europe to exchange a broad range of 
information about AEGON in general and AEGON's activities in the 

Central and Eastern European region in particular. The Supervisory 

Board wil1 pursue further opportunities to engaqe with AEGON's 

international senior management. 

Recognizing the increasing importance of economic capital, capital 

management and effective risk management, the Audit Committee 
discussed these issues, reviewed the measures that AEGON has 

implemented, and reported on these to the Supervisory Board durinq 
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................................................................................................. 
its meeting in December. The Supervisory Board subsequently 
discussed the results of the Executive Board's assessment of the 

structure and operation of the internal risk management and control 

systems. Durinq this December meeting. the budget for 2007, the 

budgeted Capital Plan for 2007 and the targets for the value of new 
business (VNB) until 2010 were also discussed. The Supervisory 

Board followed the recommendation of the Audit Committee to 

approve the budget and the budqeted Capital Plan for 2007 and to 
authorize the Executive Board to fill AEGON's fundinq needs as 

budqeted for 2007. in March 2007. the Supervisory Board approved 

an increase of this autorization. The Supervisory Board also 

approved a long-term incentive plan tor AEGON Staff worldwide to 

be irnplemented in 2007, by which stock option rights wil1 be qranted 
to AEGON staff worldwide in March 2007. The Supervisory Board 

als0 approved the hedqinq of these stock option riqhts. 

The Supervisory Board discussed AEGON's embedded value (EV) and 

value of new business (VNB), as previously discussed by the Audit 
Committee. The Supervisory Board supported the disclosure of 
AEGON's 2005 embedded value and value of new business report, in 

May 2006. The Supervisory Board also discussed and supported the 

decision of the Executive Board to disclose AEGON's VNB on a 
quarterly basis, beqinninq in 2006. The Supervisory Board 

subsequently discussed and supported each quarterly disclosure of 

AEGON's VNB in 2006. 

............................................. 
TOGETHER WITH THE EXECUTIVE 
BOARD, THE SUPERVISORY BOARD 
R EG U L A  R LY R E V I E W S A EG O N'S 
BUSINESS STRATEGY 

............................................. 
Attention was also paid to partnerships and acquisitions durinq 2006. 
The Supervisory Board discussed and approved the partnerships with 

Sequros Argos in Mexico; with the Ranbaxy Promoter Group (Religare) 

in India and with Banca Transilvania in Romania: the acquisitions of 

the pension fund management company PTE Ergo Hestia S.A. in 
Poland and Clark. Inc. in the USA, as wel1 as the acquisition of the 

remaininq 55 percent stake in Unirobe in the Netherlands. 

The Supervisory Board also revised its internal control procedure for 
acquisitions. divestitures and joint ventures, which wil1 be reflected in 

the Executive Board Charter. 

The Supervisory Board paid special attention to compliance in 

qeneral. which included equity-linked insurance policies in the 
Netherlands. as wel1 as requlatory and other legal issues in Europe, 

the USA and Asia. The Supervisory Board was als0 kept up to date 

I 
I 

with developments reqardinq E-learninq and the Code of Conduct. In 
accordance with the Sarbanes-Oxley A c t  (SOX). the Supervisory 

Board further followed the advice of the Audit Committee, 

in accordance with the Sarbanes-Oxley Act (SOX) to adopt the Pre- 

approval Policy for 2006 that relates to the services of AEGON's 
independent auditor, Ernst 6 Younq. 

In accordance with the Dutch Corporate Governance Code, the 

Supervisory Board held an educational meeting in December. Durinq 
this meetinq AEGON's Group Treasurer, Chief Risk Officer and Group 

Actuarial Officer gave presentations on AEGON's capital 

management, economic framework (includinq econornic capital) and 

embedded value, which were followed by discussion. The Supervisory 
Board reqarded this opportunity as very valuable. 

SUPERVISORY BOARD COMMITTEES 

The Supervisory Board relies on its four committees. each made up 

of members selected from the Supervisory Board. to prepare specific 
issues for decision-makinq by the Supervisory Board. In accordance 

with its Charter, each Cornmittee reports its findinqs to the 

Supervisory Board durinq a subsequent Supervisory Board meeting 

AUDIT COMMITTEE 

The Audit Committee held seven reqular meetings durinq 2006, 

which also were attended by the CFO and. if required or appropriate. 

other rnembers of the Executive Board. the director of Group Finance 6 
Information. and representatives of Ernst 6 Younq. AEGON's 

independent auditor. The Group Internal Auditor, the Chief Risk 

Officer and the Group Actuarial Officer also periodically attended 
Audit Committee meetings. Oiscussions reqardinq the followinq 

dominated the rneetinqs permanent agenda: the quarterly results. 

the annual accounts and the auditinq of those by Ernst 6 Younq. 

actuarial analyses, accounting principles accordinq to IFRS ano.. 

US-GAAP, financial reports as filed with the SEC, AEGON's Capital 
Plan, reports on currency exposure, internai control systems. as 
wel1 as risk manaqement and Ernst 6 Younq's engagement lette 

for 2006 and its report on independence, the firm's fee structur 

and the inteqrated Audit Plan for 2006. The Audit Committeek,2 
advised the Supervisory Board to recommend to shareholders t 
Ernst 6 Younq be reappointed as the independent auditor for 
financial year 2006. The Committee als0 discussed the consequences"-l 

of SOX and the Outch Corporate Governance Code, as wel1 as t h e !  
role of the independent auditors. The Committee confirmed that 

Mr. Levy qualifies as financial expert within the rneaninq of the 

relevant provisions of SOX and the Dutch Corporate Governance 
Code. In accordance with legal requirements, the Audit Committee 

approved and recommended to the Supervisory Board the adoption 
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of the Pre-approval Policy for 2006. Two meetings. in March and 

September, were devoted to  AEGON's filinqs with the SEC, the annual 

report 2005 iForm 20-F). and the results for the first six months 

2006 (Form 6-Kl. 

The Audit Committee was updated each quarter on the activities of 

the Group Internal Auditor and on AEGON's worldwide compliance 

with SOX 404, as wel1 as on fraud and general compiiance issues. 

Durinq these meetings. the Audit Committee held separate sessions 
with the internal auditor as wel1 as with the external auditors. in 

order to discuss their findinqs outside the presence of the Executive 
Board. Durinq its meeting in December, the Audit Committee 

enqaqed in a discussion on AEGON's Risk Management Report as 

presented by the Chief Risk Officer. It als0 conducted a review and 

discussion of the budget for 2007, the budqeted Capital Plan for 

2007 and the VNB tarqets for later years until 2010 and advised the 
Supervisory Board accordingly. The Audit Committee aiso advised 

the Supervisory Board to authorize the Executive Board to fiil 

AEGON's fundinq needs as budqeted for 2007. 

As required by the Audit Committee Charter, the proceedings of the 

meetinqs of the Audit Committee were reported to the Supervisory 

Board. and the minutes of these meetings were a reqular item on the 

agenda of the Supervisory Board meetings. 

.......................................... 
THE PURPOSE OF THE STRATEGY 
COMMITTEE IS TO REVIEW THE MAJOR 
FEATURES OF AEGON'S STRATEGY 
.......................................... 
STRATEGY COMMITTEE 

,-Toe Strateqy Committee held two meetinqs in 2006. which were als0 

attended by the Executive Board members. The purpose of the 

Strateqy Committee is to review the major features of AEGON's 
' biisiness strateqy, in addition to considerinq alternative strategies and 

,materia1 aspects relatinq to the implementation of the strategy. The 

Strateqy Committee discussed AEGON's business strateqy and 

;prepared .... a framework for the agenda for the Supervisory Board 
meet ing held in Budapest, in May 2006. As required by the Strateqy 

~ Committee Charter, the proceedinqs of the meetings of the Strateqy 
Committee were reported to the Supervisory Board, and the minutes 

of these meetings were a reqular item on the agenda of the Supervisory 

Board meetinqs. 

.... 

i? , 

... 

I . . ,  ............................................... 
NOMINATING COMMITTEE 

The Nominatinq Committee held two meetings i n  2006. 
The Executive Board's chairman attended these meetings. The 

Nominatinq Committee discussed the composition of the Supervisory 
Board and its committees as wel1 as existing and forthcoming 

vacancies and i t  advised the Supervisory Board on nominations for 

two appointments and one reappointment in 2007. In addition. the 

Nominatinq Committee evaluated the composition of the Executive 

Board and the institution of a Management Board and subsequently 
advised the Supervisory Board on the nomination for reappointment 

of Mr. Wynaendts to the Executive Board in 2007. The proceedinqs of 
the Nominatinq Committee meetings were reported during 

subsequent Supervisory Board meetings. 

COMPENSATION COMMITTEE 

The Compensation Committee held four meetinqs in 2006. which 

were from time to time also attended by the chairman ar the CFO 

of the Executive Board. The Compensation Committee discussed 

the Executive Board's Short-term and Long-term Incentive Plans 

and advised the Supervisory Board on those incentives payable in 

2006. The main item of discussion durinq the meetings in 2006 

concerned the preparation of a new Remuneration Policy for the 

Executive Board. This new Remuneration Policy wil1 be put to 
shareholders for adoption durinq the 2007 Annual General Meeting 

of Shareholders (AGM) and, i f  adopted. wil1 be retroactively effective 
as  from January 1. 2007. The Committee als0 discussed the 

worldwide stock option plans within AEGON and reconfirmed that 

exercise prices wil1 nat be changed once they have been set at the 

date of grant of stock options. except in case of dilution of the 
AEGON share price as expressly stated in the rules of the Option 

Plans. The proceedinqs of the Compensation Committee meetings 

were reported durinq subsequent Supervisory Board meetings. 

REMUNERATION POLICY 

Please refer to pages 76 to 81 for the full text of the Compensation 

Committee Remuneration Report and the Remuneration Policy, and 
to pages 219 to 221 for financial details. Ourinq the AGM on April 25. 

2006. i t  was decided to extend the application of the current Short- 
term and Lom-term Incentive Plans to the date of the AGM in 2007 
with the understandinq that shareholders wiil then be able to adopt 

a new Remuneration Policy. to be retroactively effective as from 
January 1, 2007. After an assessment by the Compensation 

Committee, the remuneration of the Supervisory Board members 

was not chanqed in 2006 nor were the base salaries for the 

Executive Board members except for an increase of the base salaries 
of the Dutch Executive Board members. in line with the Central 

Labor Agreement (CAO) for the Dutch insurance industry. 
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SUPERVISORY BOARD COMPOSITION 

In the Supervisory Board's opinion. best practice provision 111.2.1 of 

the Outch Corporate Governance Code has been fulfilled because al1 

but one Supervisory Board members are independent as defined by 

best practice provision 111.2.2 of the Outch Corporate Governance 

Code. Mr. Storm is not considered to be independent within the 

meaning of the Code due to the fact that he served as chairman 
of AEGON's Executive Board prior to his retirement in April 2002. 

Mr. Storm joined the Supervisory Board in July 2002. 

Mr. Storm's four-year term of office expired in 2006. The Supervisory 
Board nominated him for reappointment for another term, and he was 

subsequently reappointed by shareholders during the AGM in 2006. 

Mr. Sobel, as nominated by the Supervisory Board, was appointed by 

shareholders during the AGM in April 2006 as a mernber of the 
Supervisory Board. However, he was required to submit his 

resiqnation as a Supervisory Board member in July 2006, foliowing 
his appointment as the United States ambassador to Brazil. His 
resignation also ieft a vacancy in the Audit Committee. The 

Supervisory Board, followinq the recommendation of the Nominating 

Committee, appointed Mr. Bailey as a member of the Audit 
Committee, effective per August 1,  2006. 

Followinq the advice of the Nominating Committee. the Supervisory 

Board has decided'to nominate Mrs. Peijs and Mr. Burgmans for 
appointment by shareholders during the AGM on April 25, 2007. 

Their biographies wil1 be provided together with the agenda for the 

2007 AGM. 

Mr. Van Wijks four-year term of office wil1 expire in 2007. He is 

eliqibie for reappointment and the Supervisory Board, followinq the 

advice of the Nominating Committee. ha8 decided to nominate hirn 

for reappointment for another term by shareholders during the AGM 

in 2007. 

EXECUTIVE BOARD 

In compiiance with the Dutch Corporate Governance Code. the 
members of the Executive Board are appointed by shareholders for 

a term of four years, with the possibility of beinq reappointed for 

additional four-year terms. According to the schedule (which is inclu- 

ded in the Executive Board Rules and has been posted on AEGON's 
corporate website). the term of office for Mr. van der Werf expired 

in 2006. Although he was reappointed by shareholders during the 

2006 AGM. Mr. Van der Werf submitted his resignation as an 
Executive Board member, effective December 31, 2006, because he 

was appointed at the Management Board of AEGON N.V., effective 

January 1,2007. 

In 2007. Mr. Wynaendts' four-year term wil1 expire. His performance 

was discussed in the Nominating Committee and the Supervisory 

Board. Followinq the recommendation of the Nominating Committee. 
the Supervisory Board has decided to nominate Mr. Wynaendts for 

reappointment to the Executive Board for another four-year term. This 
nomination wili be proposed to shareholders during the AGM in 2007. 

In 2006, the Supervisory Board decided. on a proposal from the 

Executive Board and recommended by the Nominatinq Committee. to 

establish a Management Board in order to enhance the coordination 
and management of AEGON's business activities worldwide. The 

Management Board became effective on January I ,  2007. In this new 

management structure the Executive Board continues to be the 
statutory executive body and legal representative of AEGON N.V. 

entrusted with the management of the cornpany. while the 
Management Board wil1 oversee a broad range of management issues 

that impact AEGON's business and growth objectives internationally. 

The Management Board consists of the Executive Board members, 

Messrs. Shepard. Streppel and Wynaendts. and the C E 0 8  of AEGON 
USA, AEGON The Netherlands and AEGON UK, respectively Messrs. 

Baird, Van der Werf and Thoresen. The chairman of the Executive 

Board serves as chairman of the Management Board. 

ANNUAL ACCOUNTS AND DIVIDEND 

This annual report includes the annual accounts for 2006. which 

were deliberated and proposed by the Audit Committee and the 

Supervisory Board and subsequently submitted by the Executive 

Board. The Supervisory Board recommends that shareholders adopt 

these annual accounts and approve the proposal to pay a totai 
dividend for the financial year 2006 of EUR 0.55 per common share. 

This would entail a final dividend payment of EUR 0.31 per common 

share since an interim dividend payment of EUR 0.24 per common 
,<I,,, share was made in September 2006. i.c 
t,.J 

ACKNOWLEDGEMENT !I, 
,>:a, 

The Supervisory Board members would like to conqratulate tiVV;\ 
Executive Board and al1 members of the worldwide AEGOij 

community for their onqoing commitment to qrowinq AEGOY;?,, 

business profitably. The Supervisory Board members further wish:t%, 
express their appreciation for the dedication and p ro fess iona l i i i  

demonstrated in responding to the ever-changing requlato-?+' 

environment, market conditions and opportunities for AEGON's 

businesses. 

, ,  

The Haque, March 7,2001 

Dudiey G. Eustace, 
CHAIRMAN OF THE SUPERVISORY BOARD 
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DUDLEY G. EUSTACE. CHAIRMAN 

(1936. dual citizenship British and Canadian) is a retired chairman of 

Smith 6 Nephew PLC (London. UK) and a retired vice-chairman of 

Royal Philips Electronics N.V. He was appointed to AEGON's 

Supervisory Board in 1997 and his current term wil1 end in 2009. 
He is als0 a rnernber of the Supervisory Board of Royal KPN N.V. 

the Supervisory Board of Haqemeyer N.V.. the European Advisory 
Council for Rothschilds. the Council of the University of Surrey and 

chairman of the Supervisory Board of VNU N.V. He is currently 

chairman of the Supervisory Board Norninatinq and Strateqy 
Committees. 

O. JOHN OLCAY, VICE-CHAIRMAN 

(1936. American nationality) is vice-chairman and manaqinq director 

of Fischer, Francis, Trees and Watts, Inc. (New York. USA). He was 

appointed to AEGON's Supervisory Board in 1993 and his current 
term wil1 end in 2008. He is als0 chairman of FFTW Funds Inc. 

in New York (USA). FFTW Funds Selection in Luxembourq and 

FFTW Funds in Dublin (Ireland). He is currently a rnernber of the 
Supervisory Board Nominatinq and Strateqy Committees. 

IRVING (IRV) W. BAILEY II 

(1941, American nationality) Is a senior advisor to  Chrysalis Ventures. 

He is  a retired chairman and CE0 of Providian Corp.. a former 
manaqinq director of Chrysalis Ventures, and a former chairman of 

the Board of Oirectors of AEGON USA Inc. He was appointed to 
AEGON's Supervisory Board in 2004 and his current term wil1 end in 

2008. He is also a mernber of the Board of Oirectors of Computer 

Sciences Corp. and Hospira. Inc. He is currently a member of the 
Supervisory Board Audit and Strateqy Committees. 

RENf DAHAN 

(1941. Outch nationality) is a retired executive vice-president and 

director of Exxon Corporation. He was appointed to AEGON's 

Supervisory Board in 2004 and his current term wil1 end in 2008. 
He is  als0 chairman of the Supervisory Board of Royal Ahold N.V.. 

a rnernber of the Supervisory Board of TNT N.V. and a mernber of 

the International Advisory Board of the Guqqenheim Group. He is 
currently chairman of the Supervisory Board Cornpensation 

Committee and a rnember of the Nominatinq Committee. 

SHEMAYA LEVY 

(1947, French nationality) is  a retired executive vice-president and 

CFO of the Renault Group. He was appointed to AEGON's Supervisory 
Board in 2005 and his current term wil1 end in 2009. He is  also a 

non-executive director of Nissan Motor Cy. Renault Spain and the 

Safran Group. and a member of the Supervisory Boards of the 

Sequla Technoloqies Group and TNT N.V. He is currently chairman of 

the Supervisory Board Audit Committee. 

TONI REMBE 
(1936. American nationality) is a retired partnerlsenior advisor of 

Pillsbury Winthrop LLP (San Francisco, USA). She was appointed to 
AEGON's Supervisory Board in 2000 and her current term wil1 end in 

200.3. She is  also a rnember of the Board of Oirectors of ATST. Inc. 

(USA). She is currently a member of the Supervisory Board Audit 
Committee. 

WILLEM F.C. STEVENS 

(1938. Dutch nationality) is a retired partner of Baker 6 McKenzie 
and was a senator in the Dutch Parliament until June 2003. He was 

appointed to AEGON's Supervisory Board in 1997 and his current 

term wil1 end in 2009. He is also a rnember of the Supervisory 
Boards of N.V. Luchthaven Schiphol. TBI Holdings B.V.. AZL N.V., 

Goedland N.V.. and Ermeneqildo Zeqna International N.V. He is 

currently a member of the Supervisory Board Audit and 
Compeniation Committees. 

KORNELIS (KEES) J. STORM 

(1942. Dutch nationality) is a former chairman of the Executive Board 

of AEGON N.V. He was appointed to AEGON's Supervisory Board in 

2002 and his current term wil1 end in 2010. He is also chairman 

of the Supervisory Board of KLM Royal Dutch Airlines N.V.. a non- 
executive director of Unilever N.V. of Rotterdam and Unilever PLC, 

of London. a member of the Supervisory Board of Pon Holdings B.Vi& 

and a member of the Board of Directors of InBev S.A. (Leuven,'i 
Belgium) and Baxter International Inc. (USA). He is currently 5.; 

I(., member of the Supervisory Board Strateqy Cornmittee. 

.._i 

~.~.. 

' 1  

i i..::, 
LEO M. VAN WIJK '?> 
(1946. Dutch nationality) is president and CE0 of KLM Royal Ou tch l )  
Airlines N.V. and vice-chairman of Air France-KLM S.A. He waskb 

appointed to AEGON's Supervisory Board in 2003 and his current 
term wil1 end in 2007. He is also a member of the Supervisory Boards 

of Randstad Holding N.V. and Martinair. and a member of the Board 
of Directors of Northwest Airlines. He is  currently a member of the 

Supervisory Board Compensation Cornmittee. 
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REMUNERATION POLICY AND REPORT 

.................................................................................................. 

................................................. 
The Compensation Committee, one of the Supervisory Board's four 
committees. is  responsible for the design, development, implemen- 

tation, and review of the Remuneration Policy. This policy outlines the 
t e r m  and conditions of Executive Board member employment and 

remuneration of Supervisory Board members. The Compensation 

Committee comprises three members: Messrs. Oahan (chairman), 

Stevens and Van Wiik. 

Each year, the Compensation Committee reviews the adequacy 

of the Remuneration Policy, based on inforrnation from an 
independent external advisor (Towers Perrin). Subsequently, i t  makes 

recommendations to the Supervisory Board. Any material changes 

to the Remuneration Policy are submitted to the General Meetinq of 

Shareholders (AGM) for adoption 

This section details the Remuneration Policy for the period 

2004- 2006 and the Executive and Supervisory Board Remuneration 

Report for the year ended December 31.2006. 

i 

I ' '  

......................................... 

REM UN ER AT ION POLICY 

SUPERVISORY BOARD REMUNERATION 

The remuneration of the members of the Supervisory Board is made 
up of three separate components. each of fixed amounts. 

Base fee 
per annum. lor membership of the Supervisory Board, in EUR 
Chairman 60,000 

Vice-chairman 50.000 

Member 40,000 

Fee 
per annum. for membership of a committee. in EVR 

Audit Committee chairman 10.000 

Member 8,WO 

Other Committees chairman 7.000 
Member 5,000 

Attendance fee 

per meeting. in EUR, l o r  face-to-face meetings of the committees 
(i.e. committee members have attended the meeting in person) 

Audit Committee 3,000 

Other Committees 1,250' 

I In case of intercontinental travel this lee wil1 be EUR 2,500 per face-to-face meeting. 

Supervisory Board members do not receive any performance or 

equity related compensation and do not accrue any pension riqhts 

with AEGON. 
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Actual OE 
equals 

Actual OE equals or is higher 
than 150% of target OE 

target OE (maximum STI Plan bonus) 

Shepard 118 % 189% I 

... ...................................... 
EXECUTIVE BOARD REMUNERATION 

AIMS AND OBJECTIVES 
This policy aims at enhancinq simplicity. transparency and credibility 

of Executive Board remuneration. The objectives of this Remuneration 
Policy may be iummarized as follows: 

The remuneration structure should enabie the cornpany to attract 

and retain hiqhlv qualified. expert members for its Executive Board 

by providinq well-balanced and performance-related remuneration. 
The structure should ensure the interests of Executive Board 

members are closely aliqned with those of sharehoiders by linking 
Executive Board remuneration directly to company performance. 

Target Total Compensation for Executive Board members should 

be based on market standards for executives from selected peer 

companies and should consist of a fixed component and a variable 
component. Actual Variable Compensation wil1 be based on 

company performance. 

POLICY TERM 

This Remuneration Poiicy took effect on January 1. 2004. for a 

three-year term. The AGM approved an extension of the existinq 

Remuneration Policy until the AGM in 2007. A proposal for a new 
policy wil1 be submitted to shareholders for adoption at the 

2007 AGM and will, upon adoption. take effect retrospectively as 

from January 1.2007. 

TERM OF APPDINTMENT 

New members of the Executive Board wil1 be appointed for a period 
of four years and may then be reappointed for successive periods of 

four vears. 

REMUNERATION COMPONENTS 

The remuneration of Executive Board members comprises 

the followinq components: (1) fixed compensation (base saiary) 
and variable compensation in the form of (2) a short-term incentive 

and (3)  a lonq-term incentive compensation; (4) pension 
arranqements; (5) perquisites and ( 6 )  termination arranqements. 

FIXED COMPENSATION 

Levels for fixed compensation (base salary) reflect the requirements 

and responsibilities of an Executive Board position. The 
Compensation Committee ensures that these levels are realistic and 

Streppel 50 % 80  % 
Van der Werf 80 % 125 % 
Wynaendts 80 % 125 Yo ...... 

competitive. takinq int0 account individual roles and responsibilities 

of Executive Board members and benchmark information provided 
by independent external advisors. 

Each year. the Cornpensation Committee reviews remuneration 

levels, takinq into account circumstances that miqht justify any 
adjustment. such as fundamental changes in the business 
environment or in the individual's responsibilities. 

VARIAELE COMPENSATION 

The variable part of the remuneration is  desiqned to strenqthen the 

Executive Board members' commitment to the company and its 

objectives. The qreater part of the total remuneration consists of 
variable compensation linked to previously determined and 

measurable performance targets. 

SHORT-TERM INCENTIVE PLAN 

Members of the Executive Board participate in the Short-term 

Incentive (551) Plan, which provides for an annual cash bonus for the 

achievement of previously determined performance targets. The 

achievable STI bonus levels relate to the fixed compensation and 
vary amonq the members of the Executive Board, reflectinq the 

differences in responsibilities. 

Under the STI Plan, a bonus is paid only if a positive value of nevI.2 

business (VNB). as publicly disclosed. is  realized. Each member fl: 
1 

the Executive Board ha8 been assiqned a specific area o!.- 

responsibility of which the related VNB will be taken int0 accou!$ 

, . ,  

when determininq individual bonus levels. i 71 
I 

b.i p ', 

The amount of the STI Plan bonus wil1 then be determined by th@ 

level of achieved operatinq earninqs (OE) relative to the OE tarqe@ 

The STI Plan bonus increases as the actual OE exceeds the target OE:.j 

in the event that the actual OE is equal to or higher than 150 percent 

of the target OE, the STI Plan bonus wil1 be reqarded as havinq 

reached its maximum value. The OE tarqet is calculated as the rollinq 

three~year averaqe OE. increased by 2.5 percent to reflect inflation. 

Provided the VNB of the AEGON Group in the plan year is 
positive. the members of the Executive Board are eliqible for an 
STI Plan bonus. 
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~ L Rankinq of the qrant Rankinq of the qrant I 

1 200 7 75 I 

140 
5 120 1 1  
6 100 12 I ...... .................................................. 

If the VNB of the AEGON Group is positive. Messrs. Shepard and 

Streppel are eliqible for 100 percent of their STi Plan bonus, while 
Messrs. Van der Werf and Wynaendts are eliqible for 40 percent of 

their STI Plan bonus. In the event that the VNB in the areas of their 

respective responsibilities is also positive. Messrs. Van der Werf and 

Wynaendts become eliqibie for the remaininq 60 percent of their STI 

Plan bonus. 

Each year, the Compensation Committee reviews the aqreed 

parameters to ensure that they continue to provide the best 
reference. Independent external advisors, Tillinqhast and Ernst b Younq, 

review and confirm relevant data. 

Additionaily. Mr. Shepard is entitled to a cash bonus equal to 
0.1 percent of AEGON's net income for the correspondinq year. 

throuqh tweive within this qroup (after three years). the qranted 

shares and options will not vest. 

The qranted shares and options will only vest if AEGON achieves a 
number eiqht position or better. with an increasinq percentage 

accordinq to the vesting schedule. 

Shares qranted to Executive Board members under the LTI Plan shall 

be retained f o r a  period of a t  least five years from the qrant date or 

at least until the end of the employment if this latter period is shorter. 

Neither the exercise price nor other conditions regardinq the qranted 
share options shall be modified durinq the term of the options, except 

in the case that such modification is  prompted by structural changes 
in the company or its shares in accordance with established market 

practice. Piease refer to page 220 to 221 lor more information op the 

shares and share options qranted under the LTI Plan. 

LONG-TERM INCENTIVE PLAN 

The Long-term Incentive (LTI) Plan i s  desiqned to focus members of 
the Executive Board on achievinq long-term qrowth of sustainable 

vaiue for the company's shareholders. For this purpose, the Plan 
aims to reward Executive Board members for AEGON's relative total 

shareholders return (TSR) performance over a three-year period. 
TSR is defined as the return, in terms of share price appreciation and 

dividends, to sharehoiders. 
(:m, 

'.-Each year, an LTI qrant is determined to serve as a basis for the 

-. talculation of the achievable bonus under the LTI Plan. The LTI qrant 

..i: calculated as a percentage of the compensation of the Executive 

Board members. The qrant is a 50150 combination of the value of 
:,performance shares and performance options. For each year. the 

.:value (amount) of the qrant is determined, as is  the related number 
':of shares and options qranted. After three financial years. startinq 
L....,. 
with the qrant year, vesting of the qranted shares and options is  
subject to AEGON's TSR performance relative to that of a select peer 
qroup. This peer qroup comprises companies that are comparable in 

type of business, size, qeoqraphical presence. and that are generally 

recoqnired as the most appropriate reference qroup. The oriqinal 
reference qroup consisted of Allianz, Aviva. AXA. Fortis, Generaii, 

ING. Financiai Services, Prudentiai Financiai. Lincoln National, 
Metlife. Nationwide. and Prudential PLC. Should AEGON rank nine 

... 

, ,  .... 
i .  

Ouring the three-year qrant period. the TSR data are compiled by 

the Compensation Committee based on independent external advice. 
After the qrant period. the Compensation Committee wili advise the 

Supervisory Board on the percentage of the LTI qrant to be vested. 

The Compensation Committee wil1 also ensure that the peer qroup 

composition and the performance incentive zone continue to provide 
an appropriate reference. 

PENSION ARRANGEMENTS 

The Remuneration Policy aims to offer Executive Board members 

pension arranqements that are in line with local practices in their 
countries of residence and retirement benefits that are consistent 

with .those provided to executive directors of other multinational 

companies in those countries. Pension arranqements are based on a 
retirement aqe of 62, with optional early retirement for the Dutch 
members at reachinq the aqe of 60. 

Mr. Shepard's benefits would be based on 55 percent of his 'final 

averaqe earninqs' calculation (his five hiqhest complete and 
consecutive calendar years of pensionable earninqs). For Messrs. 

Streppel. Van der Werf and Wynaendts. their benefits would be 70 
percent of their final salary. provided they have completed 37 years 

of service. In addition. the arranqements include entitlements to a 

pension in the event of disability and a pension for spouse or 
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dependent in the event of the participant's death. Please refer to 

page 219 for more information on the costs of the pension 
arranqements. 

PERQUISITES 

Members of the Executive Board receive other benefits. based on 

their contractual agreements, local practices. and customary 
arranqements for executives of multinational companies. Moreover, 

it is the company's policy not to grant Executive Board members any 

personal loans. quarantees or the like. unless in the normal course of 

business and on term8 applicable to the personnel as a whole. and 
only after Supervisory Board approval. NO remission of loans shall 

be granted. 

TERMINATION OF EMPLOYMENT 

Termination of the employment contracts requires a three-month 

notice period for the current members of the Executive Board. In the 

event of contract termination by AEGON. the company must adhere 

to a notice period of six months and. unless terminated for urgent 
cause. the members of the Executive Board would be entitled to a 

severance arrangement. 

Under his employment agreement, Mr. Shepard w i l  be entitled to a 
specified amount of severance upon termination of his employment 

for reasons specified in the employment agreement. Under his 
employment agreement. Mr. Shepard shall be entitled to severance in 

the amount of three years' base salary and the aqgreqate short-term 
incentive compensation he received during the three years prior to 

the termination in the event that Mr. Shepard's employment is 
terminated ia) by AEGON other than for urgent cause, death. disability, 
voluntary resignation or retirement. ib) by AEGON in connection with 

a merger. take-over or fundamental changes of policy and related 

orqanizational amendments. or ic) by Mr. Shepard in the event that his 
responsibilities or position are diminished by such circumstances. Any 

such severance payments received by Mr. Shepard shall be taken int0 

account in determininq the amounts payable to him under his AEGON 
USA Supplemental Executive Retirement Plan (SERP). In addition. 

three additional years of service wil1 be credited for the purpose of 
calculatinq his benefits under the SERP. 

Mr. Streppel would be entitled to compensation accordinq to the 

'Zwartkruis formula', which means that the severance payment 

would be calculated on the basis of and dependinq on age. years of 
service, functional level, and the probability of findinq an equivalent 

position. 

Messrs. Van der Werf and Wynaendts would be entitled to three 

years' fixed salary, only in the case of termination in connection with 
a merger or take-over. 

Employment contracts for any new members of the Executive 

Board would contain a notice period of three months for the 
Executive Board member, six months for the company, a@# 

termination arrangements would be in line with the Dutch Corpordtd' 
Governance Code. li 

OS&# 
u?; 

l i  
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REMUNERATION REPORT 2006 

SUPERVISORY BOARD REMUNERATION 

The compensation arrangement of the Supervisory Board members 
is reviewed every three years. The last review took place in 2005. 

The compensation arrangement remained unchanged in 2006. 

EXECUTIVE BOARD REMUNERATION 

TERMS OF APPOINTMENT 

Messrs. Shepard (2005). Streppel (2005) and Van der Werf (2006) 
have been reappointed for a four-year term. Mr. Van der Werf 

however. resigned from the Executive Board as Of January I ,  2007, 
upon his appointment as a member of the Management Board as of 
that date, Mr. Wynaendts is eligible for reappointment in 2007. 

TOTAL COMPENSATION 

AS explained in the plans which are posted on AEGON's website. 

when performance is at target level, for Mr. Shepard approxirnately 
75 percent of his total compensation is based on variable reward 

components. while for the other members the variable portion is 

approxirnately 50 percent. 

Please refer t o  page 219 for information on the remuneration of 

members of the Executive Board. 
,. . 
. . ~ I  
', .: I 

FIXED COMPENSATION 

.+e salaries of the Executive Board rnembers in 2006 are as 

,-fellows: 
.... 

,.BASE SALARY 2006' 

'CShepard uso 1.000.000 

~5treppel  EUR 679,409 

EUR 575,086 Van der Werf 
Wynaendts EUR 575,086 
7 FOT Outch memberr the amounts include an increase due to  Outch Central 

Labor Aqreement, the curtomary employee profit rharinq bonus as wel1 as 
a tax deferred employee savinqs plan. 

, ,.~. 
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SHORT-TERM INCENTIVE, 2005 PLAN 

In line with the regulations of the STI Plan, it was established 

that the 2005 VNB of the AEGON Group and of the relevant country 

units was positive. as stated in the 2005 Embedded Value Report. 

Subsequently. operating earninqs (OE) have been compared to the 

relevant target OE. On this basis and after adoption of the 2005 
annual accounts by shareholders, this translated int0 the followinq 

STl bonuses for the 2005 Plan as paid in 2006. 

STI BONUSES FOR 

OE per area of 
rerponribility STI bonus 
(resuitr ar % (as % of STI amount 

THE 2005 PLAN'.' of target) bare payi (in EUR) 

Shepard 133 165 1,327,Wö 
70 474,639 Streppel 133 

Van der Werf 174 122 697,392 
Wynaendts 121 105 602,415 

' OE per area of responsibility was ertablished as Set Out in the 
Rernuneration Policy and described in the STI Plan Rules. 
The reported STI bonus percentaqes have been rounded afl. 

Mr. Shepard also received EUR 2,732.000 in 2006 as an additional 

bonus related to AEGON's net income over the financial year 2005. 

SHORT-TERM INCENTIVE, 2006 PLAN 

The bonuses for the 2006 Plan, as wel1 as Mr. Shepard's additional 

STI bonus related to AEGON's net incorne over the financial 

year 2006. wil1 be calculated and paid in 2007. after adoption of 
the 2006 annual accounts by shareholders, and be reported in the 
2007 Annual ReDort. 
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LONG-TERM INCENTIVE, 2006 PLAN 

The LTI qrant is determined as a percentage of the fixed 

compensation of the Executive Board members. 

In accordance with the 2006 LTI Plan, non-vested (conditional) 
AEGON common shares and options have been qranted to each of 

the Executive Board members. Vesting of these riqhts is conditional 
upon AEGON's TSR performance relative to that of the peer qroup 

over a three-year period. The date of qrant for the 2006 LTI Plan 
was April 26, 2006 and the closinq share price of that day was 

EUR 14.55. The grant is a 50150 combination of the value of the 

performance shares and performance options. Vesting of these 

riqhts wil1 take place after three years. in accordance with the 
aforementioned LTI vesting schedule. 

Target LTI 
Y B I W  

LTI BONUSES FOR (%o f  base Number of Number Of 

THE 2006 PLAN' pay) in EUR shares options 

Shepardz 957- ~62,aw 26,213 150,989 

Streppel 60% 407,747 13.909 80.115 

Van der Werf 60% 342,478 11,769 67,789 

Wynaendts 60% 342,478 11,769 67,789 

' L i l  target bonus amounts have been caiculated f rom base salaries as 
per January I ,  2006. 
Calculation exarnple Mr, Shepard: 
EUR 762.807 : 2 = 381.403.50: EUR 14.55 = 26.213 shares 

PENSION ARRANGEMENTS 

Mr. Shepard's benefits are based on 55 percent of his 'final averaqe 
earninqs' calculation (his five hiqhest complete and consecutive 

calendar years of pensionable earninqs). For Messrs. Streppel, Van 
der Werf and Wynaendts, their benefits are 70 percent of their final 

salary. provided they have completed 37 years of service. 

The pension plan for Outch Executive Board members was reconciled 

with new requlations in the Netherlands (the so-called VPL law: 
Wet Vut Prepensioen en Levensloop) as from January 2006. 

OTHER ARRANGEMENTS 

Mr. Wynaendts was seconded to  AEGON USA for the period from 
August 2005 to September 2006. In determininq the specific 

provisions of the secondment, AEGON enqaqed independent external 

advisors to ensure that the arrangement8 were in line with customary 
practices. The Compensation Cornmittee reviewed and approved 

these provisions. 
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CORPORATE GOVERNANCE 

................................................................................................. 

AEGON HAS LONG BEEN COMMITTED TO THE 
PRINCIPLES OF SOUND AND EFFECTIVE CORPORATE 
RESPONSIBILITY AND GOVERNANCE 

................................................................................................. 
AEGON N.V. is a public company under Outch law. and i t  is governed 

by three corporate bodies: the General Meeting of Shareholders, the 

Executive Board and the Supervisory Board. Fora  discussion of the 

siqnificant ways in which AEGON's corporate governance practices 
differ from those required by U.S. companies under NYSE standards. 

please see the Corporate Governance section at www.aegon.com. 

GENERAL MEETING OF SHAREHOLDERS 

A General Meeting of Shareholders is held at least once a year 

to discuss and decide on matters such as the adoption of the 

annual accounts and the approval of dividends and any appointments 

to  the Executive and Supervisory Boards. Meetings are convened 

by public notice. 

Extraordinary General Meetings of Shareholders may be convened 

by the Supervisory Board or the Executive Board whenever they are 

deemed necessary. In accordance with the Articles of IncorDoration. 
requests wil1 generally be honored to add items to the aqenda of a 
General Meeting of Shareholders when supported by shareholders 

representing at least 0.1 percent of the issued common shar@s. 

Every shareholder is entitled to  attend the General Meeting of 

Shareholders and to  speak and vote in the meeting, either in person 
or by proxy granted in writing (includinq electronically embedded 
proxies). The participating shareholder must comply with the 

applicable statutory requirements pertaining to the provision of 
ebidence of shareholder's status and notification of intention to 
&end the meeting. When conveninq a General Meeting of  share^ 
i: j 
h,dders, the Executive Board can set a record date for determining 

fh? entitlement of shareholders to  attend and vote at the General 
Meeting of Shareholders. 

lA i  a participant of Stichting Communicatiekanaal Aandeelhouders. a 

Dutch foundation dedicated to enhancing the communication with 
and the participation of shareholders at General Meetings Of Share- 

holders. AEGON welcomes the possibility of voting by proxy. 
Moreover, proxies are solicited from the New York Registry 

shareholders in accordance with the practice in the United States. 

." 
SL., 

At the General Meeting of Shareholders, each share i s  entitled to one 
vote. However, the holder of preferred shares, Vereniging AEGON, is 
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entitled to  cast 25/12 votes per preferred share in the event that 
Vereniging AEGON. in its sole discretion, has determined that a 

'special cause' (as defined in the Preferred Shares Voting Rights 
Agreement which is published on AEGON's website) ha8 occurred. 

Each 'special cause' is then limited to  a period of six months. Please 

refer t o  page 238 of this annual report's financial statements for 

more information on Vereniging AEGON. 

At the General Meetinq of Shareholders. an absolute majority of the 

valid votes can adopt al1 resolutions unless a greater majority is 
required by law or by the Articles of Incorporation. 

EXECUTIVE BOARD 

The Executive Board, as a body, is charged with the management of 

the company. Each Executive Board member has an allocation of 
duties relating to  his or her specific areas of interest. The number of 

Executive Board members and their term8 of employment are 

determined by the Supervisory Board. The members of the Executive 
Board are appointed by the General Meeting of Shareholders upon 

nomination by the Supervisory Board. 

Pension arrangements of the Members of the Executive Board are 

based on a retirement aqe of 62  with optional early retirement for 

the Dutch members at reaching the age of 60. The Articles of 
Incorporation require the Executive Board to obtain the prior 

approval of the Supervisory Board for a number of defined 

resolutions. Additionally, the Supervisory Board may subject other 
resolutions of the Executive Board to its prior approval. 

SUPERVISORY BOARD 

The supervision of the management of the Executive Board and of 

the company's business and general course of affairs is entrusted to  
the Supervisory Board. acting as a body with coiiective responsibility 

and accountability. The Supervisory Board also assists the Executive 

Board by givinq advice. In performing their duties, the Supervisory 
Board members shall act in accordance with the interest8 of the 

company and its business. 

The members of the Supervisory Board are appointed by the General 
Meeting of Shareholders upon nomination by the Supervisory Board. 

The Supervisory Board currently consists of nine non-executive 
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members. one of whom is a former rnember of the Executive Board. 

Specific issues are prepared and dealt with in committees comprisinq 

members of the Supervisory Board. In view of a balanced composition 
of the Supervisory Board a profile ha8 been drawn up outlininq the 

required qualifications of its members. Upon reachiny the aqe of 70, a 
mernber of the Supervisory Board is no lonyer eligible for 

reappointment. except with the approval of the Supervisory Board. 
The remuneration of the members of the Supervisory Board is 

determined by the General Meetinq of Shareholders. 

SPECIFIC INFORMATION WITH REGARD TO EXERCISE 

OF CONTROL 

As a publicly listed company, AEGON N.V. is required to explicitly 

provide the followinq detailed information reqardinq structures and 
measures that could hinder the acquisition and exercise of control 

over the company by an offeror. To the extent necessary. an 
explanation is qiven with each item below. 

AUTHORIZED CAPITAL 

The authorized capital of the company amounts to EUR 610,000,000. 

divided int0 3,000,000.000 common shares with par value of 

EUR 0.12 each and 1,000,000,000 class A and class B preferred 
shares with par value of EUR 0.25 each. At December 31, 2006, 

1,622,927,058 cornmon shares and 240,970,000 preferred shares 

were issued. Cornrnon shares and preferred shares represent 

76.4 percent respectively 23.6 percent of the total issued and fully 
paid up capital. The capital contribution made on the preferred shares 

class A is reflective of the market value of AEGON's common shares 

at the time the capital contribution was made. Preferred shares are 

entitled to receive a preferred dividend on the paid in amount. No other 
dividend is paid on the preferred shares. Upon liquidation of the 

cornpany the paid in amount on the preferred shares is reirnbursed 
before any payment wil1 be made on the common shares. Each share 

confer8 the riqht to cast one vote. However. the holder of preferred 
shares is entitled to cast 25/12 (=approxirnately 2.08) votes per 

preferred share in line with the higher par value of the preferred shares. 

TRANSFER 

There are no restrictions on the transfer of common shares. As 

reqards the transferability of the preferred shares reference is made 

to  the arrangement8 of clause 10.5 of the Amendment of the 1983 

Merqer Aqreement, as published on AEGON's website. 

VERENIGING AEGON 

Vereniqinq AEGON holds 171,974,055 common shares and al1 
240,970,000 issued preferred shares, toqether representinq 

32.3 percent of the votinq capital. however. in the absence of a 

'special cause', this holding represents 22.6 percent of the votinq 

capital. The 1983 Merqer Aqreement (as amended) provides that 
additional preferred shares class B are to be issued by AEGON to 
Vereniging AEGON at the option of Vereniging AEGON in order to 
prevent Vereniqinq AEGON's votinq power from beinq diluted as a 

result of issuances of common shares. 

PREFERRED SHARES VOTING RIGHTS AGREEMENT 

AEGON N.V. and Vereniqinq AEGON have entered int0 a preferred 
shares votinq riyhts agreement, pursuant to which Vereniging 

AEGON has voluntarily waived its riqht t o  cast 25/12 vote per class A 

or class B preferred share. Instead. Vereniging AEGON ha8 ayreed to 

exercise one vote only per preferred share, except in the event of a 

'special cause'. such as the acquisition of a 15 percent interest in AEGON 

N.V., a tender offer for AEGON N.V. shares or a proposed business 
combination by any person or qroup of persons whether individually 

or as a qroup. other than in a transaction approved by the Executive 

Board and the Supervisory Board. If, in i ts  soie discretion, Vereniq iv ,  
,,r 

AEGON determines that a 'special cause' ha8 occurred. Verenigin& 
AEGON wil1 notify the General Meetinq of Shareholders and retain it9i 

riqht to exercise the full votinq power of 25/12 vote per preferreö"' 
,>t*# 

share for a period of six months. Based on its current aqgreqat? 

holdings of comrnon and preferred shares, Vereniqinq AEGON wou!dd, 
in that case cornmand 32.3 percent of the votes at a General Meetim., 

of Shareholders. As a result of the foreqoiny and certain quaiifi0Q 
rnajorities specified in AEGON's Articles of Incorporation. in thè.i!i 

event of a 'special cause' and for a period of six months, Vereniging 
AEGON may effectively be in a position to  ternporarily block 

unfriendly actions by a hostile bidder or others. 

I 

SHARE APPRECIATION RIGHTS AND SHARE OPTIONS 

Senior executives of AEGON cornpanies as wel1 as other AEGON 

employees have been offered both share appreciation riyhts and 

AEGON ANNUAL REPORT 2006 I 83 



Governance and cornpliance Corporate qovernance 

................................................................................................. 

................................................................................................. 1 

share options. In this reqard reference is made to  page 204 of the 

financiai statements. Under the outstanding option plans i t  is up to 

the executivelemployee to exercise i ts option riqhts under the 

conditions of the plan. The company cannot influence the exercise of 

qranted option rights. 

EXERCISE OF VOTING RIGHTS 

There are no restrictions on the exercise of votinq riqhts. neither in 
number of votes nor in terms of time limitations (apart from the 

limitation in time mentioned under (d) above as to the exercise of 

fuII votinq riqhts on preferred shares). Depositary receipts for shares 

are not issued with the company's cooperation. 

SHAREHOLDERAGREEMENTS 

The company has no knowledqe of any agreement between 
shareholders with reqard to the restriction of share transfers or of 

votinq riqhts pertaininq to  shares. I 

ARTICLES OF INCORPORATION AND BOARD APPOINTMENTS 

The General Meeting of Shareholders may, with an absolute majority 

of votes, pass a resolution to  amend the Articles of Incorp6ration or 
t o  dissolve the company upon a proposal of the Executive Board as 

approved by the Supervisory Board. 

,-.The ... members of the Executive and Supervisory Boards are appointed 

I.by the General Meetinq of Shareholders upon nomination by the 

'Supervisory Board. This nomination wil1 be binding i1 at least two 

''-tandidates are nominated. However. the General Meetinq of 
I?. i 

!Shareholder8 rnay cancel the binding character of such nominations 

,..~with a majority of two-thirds of the votes cast representinq at ieast 
:gne-haIf of the issued capital. A resolution of the General Meeting of 

'.:-:Shareholders to appoint a person other than in accordance with a 
'--nomination by the Supervisory Board requires a majority of two-thirds 

of the votes cast representinq at least one-half of the issued capital. In 
addition, members of the Executive and Supervisory Board can only 

be dismissed by the General Meeting of Shareholders with the same 
qualified majority. except i1 proposed by the Supervisory Board. 

.... 

. .  

The provisions on appointinq board members were included at the 

time of the overall review of AEGON's corporate governance and 

were adopted at the extraordinary General Meeting of Shareholders 
on May 9, 2003. The qualified majority requirement was inciuded in 

order to qive AEGON a temporary protection aqainst unfriendly 
actions by a hostile bidder, lor example. Effectively, Vereniging AEGON 

may for a period of six months block unfriendly attempts to  replace 

the Supervisory Board and the Executive Board. 

New shares may be issued pursuant to  a resolution of the General 
Meetinq of Shareholders up to  the maximum of the authorized 

capital. Shares may als0 be issued followinq a resolution of the 
Executive Board, i1 and to the extent that the Board is authorized to 

do 80 by the General Meeting of Shareholders. An authorization to 

that end is usually proposed to the annual General Meeting of 

Shareholders. 

ACQUIREMENTS OF SHARES 

The company is entitled to acquire its own fully pa id~up shares for 

consideration within the limits set by the applicable legal 
requirements. The annual General Meeting of Shareholders usually 

authorizes the Executive Board to acquire shares of the company on 
conditions set by the Generai Meeting of Shareholders. 

CHANGEOFCONTROL 

The company is not a party to significant aqreements, which take 

effect. alter o r  terminate conditional upon a change of control of the 

company followinq a public offer on the outstanding shares of the 

company. other than customary in the market (e.g. financial 

arranqements. b a n  agreements. joint venture aqreements). 

EMPLOYMENT AGREEMENT 

The employment aqreements of the company with the members of the 
Executive Board, as published on AEGON's website, contain provisions 

which entitle the members to severance payments in case of 
termination of employment in connection with a merqer or take-over. 

84 I AEGON ANNUAL REPORT 2006 



Governance and compliance 

DUTCH CORPORATE GOVERNANCE CODE 

............................................................................................. 

AEGON CLOSELY PAYS ATTENTION TO RISK 
MANAGEMENT AND RISK FACTORS IN EACH 
OF ITS COUNTRY AND GROUP UNITS 

............................................................................................. 
In December 2003, the Dutch Corporate Governance Code was adopted. 
The code came into effect on January 1,2004. AEGON endorses the code and the 
principles of good corporate governance included therein. AEGON has welcomed 
the guidance given by the Monitoring Committee Corporate Governance. 

+ 

This chapter is intended to outline AEGON's compliance with the 
code as of the end of 2006. The circurnstances in which AEGON does 

not fully comply with the code are explained. The information set 
forth below closely follows the structure of the Dutch Corporate 
Governance Code. Where appropriate, the headinqs of the Code's 

chapters and paraqraphs have been included for easy reference. 

COMPLIANCE WITH AND ENFORCEMENT OF THE CODE 

The Executive Board and the Supervisory Board accept full 

responsibility of AEGON's corporate qovernance structure. Whenever 

a substantial chanqe in the company's corporate qovernance 

structure is proposed. AEGON wil1 submit the proposal for debate as 
a separate agenda item at the General Meeting of Shareholders. 

EXECUTIVE BOARD 

The Supervisory Board has aqreed with the Executive Board and its 
individual members on a reappointrnent and retirement schedule for 

Executive Board rnernbers, which is available on the company's 

website www.aegon.com. 

In accordance with this schedule. the 2006 annual General Meeting 
of Shareholders reappointed Mr. J.G. van der Werf as a member of 

the Executive Board for a term of four years. The Supervisory Board 

intends to propose to the annual General Meeting of Shareholders in 
2007 that Mr. A.R. Wynaendts be reappointed as a mernber of the 

Executive Board for a faur-year term. The principle of appointrnents 

to the Executive Board for a four-year term with possible 
reappointment is duly reflected in the Articles of Incorporation. 

In accordance with AEGON past practice. the Executive Board wil1 
subrnit the company's operational and financial objectives alonq with 

the strateqy to achieve stated qoals to the Supervisory Board for its 

consideration and approval. The outlined objectives and strateqy 

include detailed parameters to be applied in relation to the strateqy. 
such as the company's financial ratios and capital adequacy levels. 

A summary of these plans wil1 continue to form part of AEGON's 

annual reports. 

AEGON closely pays attention to risk rnanaqement and risk factors in 
each of its country and qroup units. For detailed information about 

AEGON's risk manaqement and the 'in control' statement please 
refer to page 66. 

AEGON's annual report includes inforrnation about the most 
important external factors and variables influencinq the company's 

performance. These analyses include AEGON's long-term market 

projections and company sensitivity to interest rate fluctuations and 
to chanqes in equity, real estate, and currency markets. The 

Executive and Supervisory Boards wil1 consider the publication of 
additional analyses i f  or when appropriate. 

AEGON has adopted a Code of Conduct at qroup level. The Code bfd 
I Conduct is implemented and monitored by a taskforce that reports.. w, 

directly to the Executive Board. This is in addition to the Codes (i!, 
Conduct adopted earlier by the majority of AEGON's country unit i(  

The Code of Conduct includes whistleblower provisions that qiy€.;c 

employees the ability to report on suspected irreqularities witho$! 

jeopardizinq their employment. Within the framework of tfg' 
Financial Controls Cornplaints Procedure more detailed rules a n 8 '  
requlations have been implemented reqardinq the reportinq of 

finance-related complaints. Serious violations of the Code of 

Conduct, as wel1 as any alleqed irreqularities concerninq the 

functioninq of Executive Board members, are reported directly to 
the chairman of the Supervisory Board. The Code of Conduct and 

the Financial Controls Complaints Procedure of AEGON N.V. are 

available on AEGON's website. 

.~.. ip 

... 
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None of the members of AEGON's Executive Board i s  a member 

of the Supervisory Board of more than two listed companies nor i s  

a chairrnan of the Supervisory Board of a listed company. The 

Executive Board Rules. as posted on AEGON's website. provide that 

any prospective appointment of an AEGON Executive Board member 

to a supervisory or non~executive director role in another Outch- 

listed company is  subject to prior approval from AEGON's 

Supervisory Board. Moreover, the Executive Board Rules state that 

Executive Board members intending to accept any other significant 
professional position wil1 notify the Supervisory Board prior to 

acceptinq such position. 

REMUNERATION 

AEGON's Remuneration Policy was adopted by the General Meetinq 

of Shareholders on April 22, 2004 for a period of three years 

(2004-2006).  The annual General Meeting of Shareholders of 

April 25, 2006, resolved to extend the duration of this Remuneration 

Policy until the annual General Meeting of Shareholders of April 25, 

2007. At that meeting a new Remuneration Policy wil1 be proposed. 
Please refer to AEGON's website for the new Remuneration Policv. 

I 

AEGON places a hiqh importance on attracting and retaininq 

qualified directors and personnel, while at the Same time 
safequardinq and promoting the company's medium and long-term 

interests. The Remuneration Policy currently in force fOr members of 

the Executive Board is reflective of these objectives. It was desiqned 
to support AEGON's strategy of value creation and shareholder 

alignment. in addition to establishing standards for evaluating 

performance and business results. The Remuneration Policy als0 

offers an incentive for Board members with Performance-liiiked pay, 
reflectinq both individual member and collective Executive Board 

performance. Moreover, the Remuneration Policv takes into 
,consideration corporate qovernance quidelines and comeensation 

.levels in relevant reference markets. 

The Remuneration Policy 2004-2006 for Executive Board rnembers 

Includes fixed and variable components. With respect to the variable 

components. the Supervisory Board ha8 set clear and measurable 

criteria includinq measures relatinq to the value of new business and 
.totai shareholders return. For more details on the compensation of 

i.the Executive Board members, please refer to the chapter on 

remuneration on page 76 to 81 of this annual report. The current 

Remuneration Policy also sets out a plan for Executive Board 
members to be remunerated partly in share options (Performance 

options) and performance shares. I f  Executive Board menibers are 
entitled to share options, the strike price of these options 

corresponds to the AEGON share price on Euronext Amsterdam at 
the close of tradinq on the date the options are granted. The terms 
under which share options and performance shares are issued shall 
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not be altered during the reference period, except for technica1 

alterations in accordance with market practice in events such as 
share splits, merqers and acquisitions, share issuances, and (super) 
dividends. Any performance shares granted must be retained for a 

period of at least five years from the date of the grant or at least 

until the end of employment, if the latter period i s  shorter. 

The Supervisory Board ha8 decided that i t  wil1 amend the 
Remuneration Policy with regard to severance payments owed to 
new members of the Executive Board. Changes wil1 include setting a 

maximum severance payment in the went  of termination, limited to 

the fixed component of the particular member's salary for one year, 

or two years in cases where a maximum of one p a r ' s  salary would 
be manifestly unreasonable for a Executive Board member who is 

disrnissed in his or her first term of office. The Supervisory Board 

ha8 agreed with the current members of the Executive Board not to 

amend the existinq severance payment arrangement8 that apply to 
them in order to respect the existing employment agreements and in 
consideration of varyinq employment conditions in the United States 

and the Netherlands. The employment agreements of the members 

of the Executive Board can be found on AEGON's website. 

As consistently disciosed in AEGON's annual reports. members of 
the Executive Board of AEGON are entitled to rnortgage loans 
provided by AEGON in the normal course of its business and under 

the term8 applicable to employees in the Netherlands. Such loans to 
Executive Board members are subject to the prior approval of the 

Supervisory Board. 

............................................. 
AEGON PLACES A HIGH IMPORTANCE ON 
ATTRACTING AND RETAINING QUALIFIED 
DIRECTORS AND PERCONNEL 
............................................. 
AEGON has detailed requlations applicable to members of the 
Executive Board concerninq the ownership of and transactions in 

securities. other than AEGON shares. These regulations are in line 

with the regulations prescribed by the Outch regulators and have 

been further refined in liqht of the more detailed best practice 
provisions of the Dutch Corporate Governance Code. Compliance 

with these requlations is  supervised by the Group Compliance 

Officer, who acts alonqside compliance officers appointed by country 

units and the business units. The regulations applicable to members 

of the Executive Board are posted on AEGON's website. 

DETERMINATION AND DISCLOSURE OF REMUNERATION 

The Remuneration Report of the Supervisory Board, as included in 
this annual report (pages 76 to 81) and available on the company's 
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website, explains the rnanner in which the Rernuneration Policy 

pertaining to the mernbers of the Executive Board ha8 been applied 

in  the year under review. The principal points of the Remuiieration 

Report are als0 dealt with in the Report of the Supervisory Board 
(page 72). In addition. the annual report presents an overview of the 

current Remuneration Policy (pages 76 to 81). as adopted previously 

by the annual General Meeting of Shareholders and in force until the 

annual General Meeting of Shareholders of April 25, 2007. At that 

rneetinq a new Rernuneration Policy wil1 be proposed. 

The remuneration of the individual rnembers of the Executive Board 

is determined by the Supervisory Board within the scope of the 
prevailing Rernuneration Policy. Upon conclusion of a contract with a 

new rnernber of the Executive Board. the main elernents of the 

member's ernployrnent contract shali be made public forthwith. Any 

particular payrnent to a (forrner) rnember of the Executive Board is 
recorded and explained in the Remuneration Report. 

In AEGON's annual accounts, the value of options and share 

appreciation riqhts, granted to the Executive Board and personnel is 

recognized with an indication as to how the value is deterrnined. 

CONFLICTS OF INTEREST 

The Code of Conduct addresses conflicts of interest that may occur 

between AEGON and i ts  employees. including the rnembers of the 
Executive Board. More detailed regulations reqardinq conflicts of 

interest between rnernbers of the Executive Board and AEGON are 
included in the Executive Board Rules. 60th documents are available 

on AEGON's website. Any transactions in which there are conflicts of 
interest shall be aqreed on term8 custornary in the industry and are 

published in the annual report. 

Under the provisions of the Dutch Corporate Governance Code, the 

rnernbership of Messrs. Shepard and Streppel on the Executive 

Cornrnittee of Vereniging AEGON may give rise to deemed conflicts 

of interest. The Articles of Association of Vereniging AEGON provide 
that MesSrS. Shepard and Streppel are excluded from votinq 

on certain issues relating directly to AEGON (includinq the adoption 

of annual accounts. discharge of rnernbers of the Executive Board 
and appointments to the Executive Board and Supervisory Board 

of AEGON). 

The Supervisory and Executive Boards have drawn up a protocol that 
provides that the members of the Executive Board who also serve on 

the Executive cornmittee of Vereniging AEGON shall continue to 
participate in discussions and decision-making relating to possibie 
transactions with Vereniging AEGON. The Supervisory Board is confi- 

dent that by adhering to this protocol the deemed conflict of 

interests with Vereniging AEGON are adequately dealt with and that 

the best practice provisions of the Code have been cornplied with in 
al1 rnaterial respects. The protocol is posted on AEGON's website. 

SUPERVISORYBOARDROLEANDPROCEDURE 

The supervision of the management of the Executive Board and of 

the cornpany's business and qeneral course of affairs is entrusted to 
the Supervisory Board, actinq as a body with collective responsibility 

and accountability, The Supervisory Board als0 assists the Executive 
Board by givinq advice. In performinq their duties, the rnembers of 

the Supervisory Board are required to act in accordance with the 
interests of the company and its business. The Supervisory Board is 

responsible for decisions relating to the resolution of conflicts of 
interest between rnernbers of the Executive Board, rnembers of the 

Supervisory Board, major shareholders, and the independent auditor 
on the one hand, and AEGON on the other. 

Annually the Supervisory Board evaluates its own performance and 
that of its individual rnembers, as wel1 as the performance of the 

Executive Board and that of the individual Executive Board rnernbers. 
Such meetings take place without Executive Board participation. 

Moreover, the Supervisory Board Rules provide that a rnember of the 
Supervisory Board shall resiqn if the Supervisory Board ha8 

deterrnined that this rnember is no lonqer fit to function due to 

inadequate performance. fundarnental differences of opinion. or 

other impedinq circumstances. 

Pursuant to AEGON's Articles of Incorporation and the Supervisory 
Board Rules. the Supervisory Board rnembers are empowered to 
obtain al1 inforrnation they deern necessary for the performance of 
their duties, including the right to acquire information from company 

officers and external experts. The Supervisory Board Rules contain 
provisions regardinq the division of duties within the Supervisory 

Board, its internal procedures and i ts interactions with the Executiv,g; 

Board and with the General Meeting of Shareholders. The$$ 

requlations are posted on AEGON's website www.aegon.com. The.. 
Supervisory Board consistently provides a detaiied report of i@>, 

activities during the financiai year in each annual report. The activit\>:' 
1 

report includes the inforrnation prescribed in the Dutch Corpora tp  
-I 

Governance Code and addresses the topics discussed within thE.5; 

, . ,  

Supervisory Board meetings durinq the year. k: ,a 1.' , 

INDEPENDENCE 

The current composition of the Supervisory Board is in cornpliance 

with the best practice provisions of the Dutch Corporate Governance 

Code that relate to  the independence of supervisory board rnernbers. 

The sole rnember that does nat qualify as 'independent' within the 
rneaninq of these provisions is Mr. Storm who served as chairrnan of 

the Executive Board imrnediately prior to his appointment as a 
rnernber of the Supervisory Board in 2002. 
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EXPERTISE AND COMPOSITION 

The members of the Supervisory Board are appointed by the General 

Meetinq of Shareholders. For the purpose of making nominations to 

the Supervisory Board, includinq any nominations for reappointment, 

the Supervisory Board has drawn up a profile that specifies 

requirements for individual members as wel1 as the desired 

composition and cornpetences of the Supervisory Board as a whole. 

This profile also reflects the detailed composition requirements of 

the Dutch Corporate Governance Code. 

Under the Code's composition profile, each rnember of the 
Supervisory Board is expected to be capable of assessinq the broad 

outline of the overall policy. in addition to havinq the specific 
expertise required to fulfill his or her desiqnated role. The profile 

als0 takes int0 account the nature of AEGON's business, the activities 

of the Supervisory Board, and the background of the Supervisory 

Board members. It is  desiqned to ensure that the Supervisory Board 

as a whole is capable of the proper performance of its duties. The 

composition profile is available on AEGON's website. as is the 

prescribed information about each member of the Supervisory 

Board and the applicable retirement schedule. 

AEGON offers its newly appointed members of the Supervisory 

Board an orientation program that provides qeneral information 
about AEGON's financial affairs and facts reqardinq the insurance 

industry, AEGON's business within the industry, and qeneral 
leqal affairs of the Group. The Supervisory Board reqularly 

discusses whether there are any areas in which itS members 

require further training. 

l ............................................... 
AEGON PLACEC A HIGH LEVEL OF 

~ ~~~: iMPORTANCE ON DIALOGUE WITH 
':'lTS SHAREHOLDERC 
-. .................................................. 
! Several members of the Supervisory Board also serve as members 

:..-*of Supervisory Boards of other Dutch-listed companies. The 

' 4uperv i so ry  Board has concluded that none of these memberships 
'.'unduly or neqatively impacts the respective individual's Performance 

i~: ., 

.... 

/ ,  *,.- 
of his or her duties as a member of AEGON's Supervisory Board. 

In accordance with the Dutch Corporate Governance Code, the 
Supervisory Board Rules state that no member can serve on 
AEGON's Supervisory Board for more than three four-year terms. 

However, in 2005 in the interest of continuity, the Supervisory Board 

requested Mr. Olcay to complete his current term in office endinq in 
2008, despite the fact that he had served the maximum term 

allowed by the Code in 2005. 
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ROLE OF THE CHAIRMAN OF THE SUPERVISORY BOARD 

AND THE COMPANY SECRETARY 

Accordinq to the Supervisory Board Rules, the chairrnan is 

responsible lor overseeinq the dav-to-day functions of the 

Supervisory Board and its committees. for keepinq close track of the 

flow of information to the Supervisory Board, and for overseeinq the 

consultation and decision-makinq processes within the Supervisory 
Board. The chairman is  also responsible for initiatinq the performance 

evaluation of the individual rnembers of the Supervisory and 

Executive Boards and for maintaininq appropriate contact with the 
Executive Board and the Dutch Central Works Council. 

The duiies of the company secretary include assistinq the 

Supervisory Board. In particular, the company secretary is responsible 

for the correct application of the statutory obliqations under the 
Articles of Incorporation and the Supervisory Board Rules. The 

appointment of the company secretary is subject to the approval of 
the Supervisory Board. 

COMPOSITION AND RDLE OF THE KEY COMMITTEES 

OF THE SUPERVISORY BOARD 

In cornpliance with the applicable provisions of the United States' 

Sarbanes-Oxley Act 2002 and the Dutch Corporate Governance 
Code, the Supervisory Board rnaintains four standing committees 

that are comprised of its members. These committees are: the 
Audit Committee, the Compensation Committee, the Nominatinq 

Committee, and the Strateqy Cornmittee. 

Each Committee reports its findinqs to the Supervisory Board and 
these findinqs are discussed in the plenary meetings of the 

Supervisory Board. Each of the Committees of the Supervisory 
Board has a charter in which the composition. duties, and internal 

procedures are defined. The Committee Charters are available on 

AEGON's website. 

The Supervisory Board's yearly report, which is included in this 
annual report, provides inlormation on the activities of each its 

Committees. This report als0 lists the members of each Cornmittee. 

AUDIT COMMITTEE 
The Audit Committee is appointed by the Supervisory Board to assist 

the Supervisory Board in monitoring (1) the inteqrity of AEGON's 
financial statements, (2)  the independent auditor's qualifications and 

independence, (3) the performance of AEGON's internal audit 

performance and that of the independent auditor, (4) AEGON's 

compliance with leqal and requlatory requirements, and (5 )  AEGON's 
finances and the company's finance related strateqies. The Audit 

Committee i s  chaired by Mr. Levy. The Audit Committee has 

determined that its qroup. which includes one financial expert, 
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satisfies the criteria of independence specified by the New York 

Stock Exchange, the provisions of the Dutch Corporate Governance 
Code, and the United States Sarbanes-Oxley Act. The Executive 

Board members, the director of Group Finance, the Internal Auditor 
and the independent auditor periodically attend the meetings of the 

Audit Committee. In addition. at least once a year, or more often if 

necessary, the Audit Committee meets with the independent auditor 

without the presence of the Executive Board members. 

COMPENSATION COMMITTEE 

The purpose of the Compensation Committee is to design, develop. 

implement. and review the Executive Board members' compensation 
and terms of employment and the Supervisory Board members' 

compensation to be adopted by the General Meeting of Shareholders. 
The Compensation Committee makes its recommendations to the 

Supervisory Board. The Compensation Committee is chaired by 

Mr. Dahan. 

NOMINATING COMMITTEE 

The purpose of the Nominating Committee is to advise the 

Supervisory Board on first-appointment candidates to fill Supervisory 
Board vacancies and member reappointments after each four-year 

term. The advice of the Nominating Committee shall be based on the 

profile for the Supervisory Board. In addition. the Nominatiny 

Committee advises on and proposes to the Supervisory Board 
candidates to be nominated for appointments as members or as 

chairman of the Executive Board. The Nominating Committee on a 
regular basis reviews the individual performance of Executive Board 

and Supervisory Board members. as wel1 as the selection criteria for 
senior management within the AEGON Group. The Nominating 

Committee is chaired bv Mr. Eustace. 

STRATEGY COMMITTEE 

The Strateqy Committee is responsible for reviewiny the major 

features of the strategy proposed by the Executive Board and 

preparinq the presentation of the strategy for the Supervisory 

Board. The Strategy Committee als0 considers strateqy options and 
alternatives in addition to considering the material aspects related 

to the implementation of the agreed strategy. Finally. the Strategy 

Committee acts as a consultative body for the Executive Board with 

its strateqy development. The Strategy Committee is chaired by 
Mr. Eustace. 

CONFLICTS OF INTEREST 

Rules regardinq conflicts of interest applicable to members of the 

Supervisory Board are included in the Supervisory Board Rules. 

These Rules are compliant with the relevant provisions of the Dutch 
Corporate Governance Code and have been posted on AEGON's website. 

REMUNERATION MEMBERS SUPERVISORY BOARD 

The remuneration of Supervisory Board members is determined by 
the General Meeting of Shareholders and is not dependent on 

AEGON's profit. The members of the Supervisory Board do not 
receive any shares or rights to shares by way of remuneration. 

Members of the Supervisory Board are not eligible to receive any 

personal loans. quarantees. or similar benefits. 

AEGON has detailed regulations applicable to members of the 

Supervisory Board concerning the ownership of and transactions in 

securities, other than AEGON shares. These regulations are in 
compliance with the regulations prescribed by the Dutch regulators 

and have been further refined in light of the more detailed best 

practice provisions of the Dutch Corporate Governance Code. 

Compliance with these regulations is supervised by the Group 
Compliance Officer. who acts alonyside compliance officers 

appointed by country units and the business units. The regulations 
applicable to members of the Supervisory Board are posted on 

AEGON's website. 

THE SHAREHOLDERS' AND GENERAL MEETING OF 

SHAREHOLOERS' POWERS 

AEGON places a high level of importance on dialogue with its 
shareholders. For this purpose, AEGON has an active department on 

Group level: Group Corporate Affairs S Investor Relations. One of the 
key opportunities for dialogue with its shareholders is the General 

Meeting of Shareholders. AEGON has traditionally made an effort to 

maximize shareholder participation by allowing proxy votinq. both in 

the United States íwhere AEGON has a significant shareholder base) 
and in the Netherlands throuqh Stichtiny Communicatiekanaal 

Aandeelhouders. The Supervisory Board and the Executive Board 

welcome increased shareholder participation. According to the;! 

Articles of Incorporation resolutions of the Executive Board entailinql: 
' i  significant changes to the identity or character of AEGON or it-., 

business are subject to approval of the General Meeting 
8 . : ~ ;  

<., 

Shareholders. ! 

r...; 
AEGON has preferred shares class A and preferred shares class B. a!l-: 

of which are held by Vereniging AEGON. The capital contributior$? 
', J made on the outstanding 211.6B0.000 preferred shares class A  is:^! 

reflective of the market value of AEGON's common shares at the 

time the capital contribution was made. 

Currently, Vereniging AEGON holds 29,290,000 preferred shares 
class B. representing approximately 1.6 percent of votinq shares 

under normal circumstances. 
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The 1983 Merqer Agreement (as amended) provides that additional 

preferred shares class B are to be issued by AEGON to Vereniging 
AEGON at the option of Vereniqinq AEGON in order to prevent 

Vereniqinq AEGON's votinq power from beinq diluted as a result of 

issuances of common shares. In addition, AEGON and Vereniging 
AEGON have entered into a preferred shares votinq riqhts 

agreement. Pursuant to this agreement. votinq power attached to 
the preferred shares classes A and B is, under normal circurnstances, 

lirnited to one vote per share. The preferred shares votinq riqhts 

agreement allows Vereniginq AEGON to exercise the full votinq 

power on its preferred shares (25112 votes per preferred share) in 

the event of a special cause (as defined in the preferred shares 

votinq riqhts agreement) for up to six months. As a result of the 
foreqoinq and certain qualified majorities SDecified in AEGON's 

Articles of Incorporation. in the event of a special cause (as referred 
to above), lor  a period of six months Vereniging AEGON may 

effectively be in a position to  ternporarily block unfriendly actions by 

a hostile bidder or others. The Supervisory and Executive Board take 

the view that this arrangement is appropriate in the context of the 

1983 Merger Aqreernent. 

AEGON's Articles of Incorporation provide that the General Meeting 
of Shareholders may cancel the binding character of nominations for 

the appointment of new mernbers to the Supervisory Board and 
the Executive Board with a majority of two-thirds of the votes 

cast representinq at least one-half of the issued capital. In addition, 

mernbers of the Executive Board and rnembers of the Supervisory 

Board can only be dismissed by the General Meeting of Shareholders 
with the Same qualified majority. except if proposed by the 

Supervisory Board. These provisions were included at the time of the 

overall review of AEGON's corporate qovernance and were adopted 
at the extraordinary General Meetinq of Shareholders on May 9, 

, 2003. .. ~ The qualified majority requirement was included in order to 
&e AEGON a temporary protection aqainst unfriendly aciions by a 
hostile bidder, for example. Effectively. Vereniging AEGON rnay f o r a  

'përiod of six rnonths block unfriendly attempts to replace the 

Supervisory Board and the Executive Board. 

ik,: 
I., . I h e  Supervisory Board and the Executive Board have evaluated the 

,provisions ,.., in AEGON's Articles of Incorporation containinq the 
!.qualified majority requirements in liqht of the provisions of the 
Dutch Corporate Governance Code. Given the absence of anti- 

takeover protection. they concluded that the qualified majority 

requirements (in liqht of the votinq riqhts of Vereniqinq AEGON) are 
an inteqral part of AEGON's protection aqainst unfriendly actions. 

Taken toqether. the qualified majority requirements and the voting 

rights of Vereniginq AEGON constitute the only protection AEGON 

currently has in place. The protection thus accorded is in line with 

accepted rnarket practice. 

:.< : 

,:+ 
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For the purpose of further mitiqatinq the possible neqative effects of 

the qualified majority requirements in the ordinary course of 

business, the Supervisory Board has decided that, absent unfriendly 
actions, it shall make nominations to the Executive Board and the 

Supervisory Board only on a non-binding basis. This wil1 provide the 
shareholders the opportunity to decide on the nomination with a 
simple rnajority. Thus, for al1 practica1 purposes, AEGON complies 

with the relevant principle and the relevant best practice provision. 

The preferred shares voting riqhts agreement entered into between 

AEGON and Vereniging AEGON. as further described before and 

pubiished on AEGON's website. clearly sets out those circurnstances 

in which the protection may be invoked and a special cause may be 

declared. 

In the event of a serious private bid for a business unit or a 
participatinq interest in excess of the threshold as referred to in 

article 2307a.l under c of !he Netherlands Civil Code, the Executive 

Board wil1 make public its position on the bid and its reasons for its 

position. 

Chanqes to  AEGON's policy on profit appropriation (additions to 
reserves and on dividends) shall be discussed and accounted for as a 
separate item on the agenda of the annual General Meeting of 

Shareholders. Also. a resolution to  pay a final dividend shall be dealt 
with as a separate item. 

Release from liability of the members of the Executive Board for 
their management and of the mernbers of the Supervisory Board for 

their supervision is separately voted upon in the annual General 

Meetinq of Shareholders. 

AEGON intends to continue its practice of providinq for the 
determination of a registration date for the exercise of the votinq 

riqhts and the riqhts relatinq to General Meetinqs of Shareholders. 

PROVISION OF INFORMATION TO ANO LOGISTICS OF THE 

GENERAL MEETING OF SHAREHOLDERS 

AEGON attaches high importance to  fair disclosure of information to 

its stakeholders and the financial markets in al1 relevant jurisdictions. 

The company applies the rules and requlations dealinq with 
disclosure set by the various regulators and the stock exchanqes on 

which AEGON is listed. Meetings with analysts, presentations to 

analysts. presentations to  investors and press conferences shall be 

announced in advance on the company's website and by means of 
press releases. Al1 presentations made on these occasions are posted 

on AEGON's website. In accordance with market practice, the 

company uses various press information services to distribute its 

press releases. 



1 ................................................................................................. 
Al1 communications and filinqs are supervised by the Disclosure 

Committee instituted by AEGON in compliance with the United 

States' Sarbanes-Oxley legislation. These communications and filinqs 
are made available on AEGON's website. AEGON refrains from any 

actions that may jeopardize the independence of analysts in relation 

to the company. Other than factually, analysts' reports and 

valuations (includinq earninqs estimates) are not assessed, 

commented upon or corrected by AEGON in advance of their 
publication and AEGON pays no remuneration of any kind to analysts 

in the context of preparing such reports or their publication. 

............................................. 
AEGON ATTACHES HIGH IMPORTANCE 
TO FAIR DISCLOSURE OF INFORMATION 
TO ITS STAKEHOLDERS AND THE 
FINANCIAL MARKETS 

.............................................. 
The Executive Board and the Supervisory Board w i l  provide the 
General Meeting of Shareholders with al1 requested information. 

unless overridinq interests of AEGON are better served by not 
providiny the requested information. If such overridinq interests are 

invoked, those reasons wil1 be substantiated. AEGON uses 

shareholders' circulars to inform the shareholders about the facts 

and circumstances relevant t o  upcominq proposals. Shareholders' 
circulars may take the form of an appropriate written explanation in 

the agenda of the General Meeting of Shareholders. Shareholders' 

circulars are published in  those instances where shareholders' 

approval is prescribed íincludinq deleqations or authorizations 
requested from the General Meetinq of Shareholders). As a qeneral 

ruk .  the report of the General Meeting of Shareholders shall be 
made available. upon request, to the shareholders no later than 
three months after the meeting. Shareholders are qiven three 

months to react to the report prior to its adoption in accordance 

with the Articles of Incorporation. Such reaction is channeled 

throuqh the chairman of the General Meeting of Shareholders and 
the secretary appointed by the chairman for that purpose. The 

report is posted on AEGON's website. 

RESPONSIBILITY OF INSTITUTIONAL INVESTORS 

In addition to  AEGON's responsibility to its shareholders and other 
stakeholders. the company also is an institutional investor. As such. 

in decidinq whether to exercise its riqhts as a shareholder of other 

listed companies, AEGON acts primarily in the interest of its 
policyholders and other ultimate beneficiaries of its products while 

als0 honorinq the responsibility to the ultimate beneficiaries and 

investors in the companies in  which it ha8 invested. In compliance 

with local Codes of Conduct applicable to  institutional investors, 
AEGONP country units in the United States and the United Kinqdom 

have detailed policies in place in relation to their exercise of the 

votinq rights attachinq to the shares held by them. AEGON 

Nederland N.V. ha8 published on its Dutch website, www.aeqon.nl. its 

existinq policies reqardinq the exercise of the votinq riqhts attachinq 

to the shares held by AEGON Nederland N.V. in Dutch-listed 

companies. in addition. a report on how this policy was implemented 
in 2006 is published on the website of AEGON Nederland N.V. 

A record of whether, and if 80. how AEGON Nederland N.V. ha8 voted 

as shareholder in General Meetings of Shareholders of Dutch listed 

companies is also published on its website. At a minimum, this record 
is updated on a quarterly basis. 

AUDIT OF THE FINANCIAL REPORTING AND THE POSITION OF 

THE INTERNAL AUDITOR FUNCTION AND THE INDEPENDENT 

AUDITOR FINANCIAL REPORTING 

AEGON, on a onqoinq basis, reviews its internal procedures relatinq 

to the composition. preparation, and publication of its financial 

reportinq. The Executive Board has instituted procedures aimed at 
ensurinq that major financial information is delivered to the 
Executive Board in an orderly and timely fashion. The Executive 

Board receives the financial information from the country units 

directly. The Supervisory Board, actinq primarily throuqh the 

Audit Committee, supervises the compliance with these internal 
procedures and the external information. Specific requlations dealinq 

with the internal control function have been documented in the 

Audit Committee Charter and accompanyiny attachments. 

ROLE, APPOINTMENT. REMUNERATION AND ASSESSMENT OF 
THE FUNCTIONING OF THE INDEPENDENT AUDITOR 

Based on its Charter, the Audit Committee of the Supervisory Board 

ha8 determined the extent of the involvement of the independent 
auditor in the preparation and publication of financial reports (other 

than the annual accounts) in addition to settinq up a Pre-approvak?; 

Policy for any additional (non-audit) services that may be rendered b& 

the independent auditor to the company. The independent auditor is;..,., 
appointed annually by the shareholders at the annual Geneial Meetin&% 

, r /  
of Shareholders. The shareholders wil1 be qiven the opportunity t o , ,  

question the independent auditor at the General Meeting of r..' 
P,...! 

Shareholders in relation to his or her statement on the fairness of the,& 

annual accounts. The Executive Board and the Audit Committee report$: 

annually to the Supervisory Board on their dealinqs with the".-l 
independent auditor, particularly with reqard to assessinq its 

independence. At least every four p a r s  the Audit Committee and 
the Supervisory Board conduct a thorouqh assessment of the 

functioninq of the independent auditor. The findinqs of this assessment 
wil1 be shared with the General Meeting of Shareholders for 

the purposes of its deliberations on the annual appointment of the 
indeoendent auditor. 
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INTERNAL AUDITOR FUNCTION 

AEGON ha8 an internal auditor on Group level who reports directiy 
to the Executive Board. This is in addition to the internal auditors 

that have been appointed on the level of AEGON's country units. 

The work schedule for the Group Internal Auditor was determined 

with the involvement of the Audit Committee and the independent 

auditor. The findinqs of the internal auditor are made available 

to the Executive Board, the Audit Committee as wel1 as the 

independent auditor. 

RELATIONSHIP AND COMMUNICATION OF THE EXTERNAL 

AUDITOR WITH THE SUPERVISORY BOARD AND THE 

EXECUTIVE BOARD 

The Supervisory Board meets with the independent auditor at least 
once a year on the occasion of the discussion of the annual accounts 

that are to be submitted lor adoption to the General Meeting of 

Shareholders. As part of standing procedures, the independent 

auditor receives the information underlyinq the annual accounts and 

the quarterly fiqures and is  qiven ample opportunity to respond to 

al1 information. Reports by the independent auditor of his findinqs in 

relation to  the audit of the annual accounts are made to the 

Supervisory Board and the Executive Board simultaneously. The 
independent auditor may request the chairman of the Audit 
Committee to cal1 a meeting of the Audit Committee. The 

independent auditor customarily attends the meetings of the Audit 
Committee. In accordance with appiicable laws, the independent 

auditor reports on his activities to the Executive Board and the 
Supervisory Board. raising issues in relation to his audit that require 

the attention of management. Pursuant to the Audit Committee 
Charter such issues include significant financial reportinq issues and 

judgments made in connection with the preparation of the financial 
statements, includinq the quality of earnings. significant deviations 
between planned and actual performance, the selection or 

>..,application of accounting principles (including any significant 
i changes with respect thereto). any major issues as to the adequacy 

'.?.'of its internal controis, and any special steps adopted in iiqht of 
-i ) 

I 

material control deficiencies. 

: .  ...: i 

\i! .., SUMMARY 
i .: >.. 

From the foregoing it foiiows that AEGON compliez with the principles 
of the Dutch Corporate Governance Code. Moreover, AEGON qenerally 

also applies the best practice provisions of the Code. Where AEGON 

does not apply the best practice provisions, the reasons have been 
stated at the approoriate places. In those limited cases where AEGON 

does not apply the best practice provisions. AEGON foilows the spirit of 

the Dutch Corporate Governance Code as much as possible 

I 

11.2.7 

This best practice provision provides that the maximum 

remuneration in the event of dismissal is one-year's salary. AEGON 

wil1 apply this best practice provision to any future appointments 

to the Executive Board. The existinq employment agreements 

with the current members of the Executive Board. and more in 

particular the severance arrangement8 to which current members 

of the Executive Board are entitled, are not in iine with this best 

practice provision. 

11.3.3 

This best practice provision provides that a member of the 
Executive Board may not take part in discussions and decision 

makinq that involves a subject or transaction in relation to which 

he ar she ha8 a conflict of interest. Given the position of AEGON's 

CE0 and CFO on the Executive Committee of AEGON's largest 

shareholder, Vereniging AEGON. this could technically give rise 
to a deemed conflict of interest. The Supervisory Board ha8 

determined that. also given the historic relationship with 

Vereniging AEGON, i t  is  not in the best interest8 of AEGON to 
preclude the CE0 and CFO from participatinq in discussions and 
decision-making relating to Vereniging AEGON. For this reason a 

protocol was drafted authorizinq the CE0 and CFO to continue 

the existing practice in dealing with Vereniqinq AEGON. 

111.3.5 

This best practice provision provides that a person may be 

appointed to the Supervisory Board for a maximum of three four- 
year terms. The Supervisory Board has asked Mr. Oicay to complete 

his current term, thus exceeding the maximum stated in the code. 

IV.1.1 

This best practice provision provides that the General Meeting of 

Shareholders may pass a resolution cancelinq the binding nature of a 
nomination for appointment of a member of the Executive Board or 

the Supervisory Board by an absolute majority and a limited quorum. 
AEGON's current Articles of Incorporation provide for a larger 

majority and a higher quorum than prescribed by the Code. As  

indicated before, the Supervisory Board takes the view that in liqht 

of the absence of any anti-taheover measures, ihe current text of the 
Articles of Incorporation is appropriate in the context of the 1983 
Merqer Aqreement. For the purpose of further mitiqatinq the 
possible neqative effects of these provisions, the Supervisory Board 

has decided that, absent unfriendly actions, i t  shall make nominations 

to the Executive Board and the Supervisory Board only on a non- 
binding basis. 
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CORPORATE RESPONS I BI LITY 

1 .............................................................................................. 

1 AEGON HAS LONG-TERM RESPONS 
THE COMMUNITIES IT SERVES 

1 .................................................................. 

BILIT 

......... 

ES TO 

.................... 
As a company that provides long-term financial protection and services to 
individuals, families and institutions in diverse international markets, 
AEGON also has long-term responsibilities to the communities i t  serves. 

AEGON's 2006 Corporate Responsibility Report, which can be found 

on www.aeqon.com, details the specific steps AEGON has been 
takinq to ensure that these principles become an inteqral part of the 

wav AEGON conducts its business around the world. 

AEGON's Code of Conduct provides bath management and employees 

with clear and consistent quidelines to responsible business practices. 

It defines the company's core values and underlyinq principles and 

sets out how AEGON expects its managers, employees and business 
partners to carry out their work with respect to local laws. customs 

and industry standards. AEGON believes it is critical the Code of 
Conduct become a vital and indispensable part of the daily operations 

of al1 AEGON's country units. The company also expects employee to 

come to understand and abide by these basic principles and to put 

them int0 practice in their everyday customer and business 
relationships. To heiqhten awareness of the Code of Conduct and to 

ensure it is implemented as effectively as possible, AEGON has put in 
place an intranet-based training program which was rolied out last 

year across its business and country units. Tnis additional resource 
complements existinq employee training programs that have long 

been a part of AEGON's corporate culture. 

AEGON's structure, which emphasizes the importante of local 
businesses within a qlobal framework. is als0 reflected in the 

company's approach to issues of corporate responsibility. Wniie 
AEGON provides the quiding principles for this approach and sets 

out a Code of Conduct applicable to al1 company employees, each 

country and local business unit is empowered to identify and focus 

on issues specific to their local situations with respect t o  corporate 
responsibility. 

AI1 country units, however, share common objectives. These include 

a commitment to providinq sound and transparent financial products 

that add value for customers. workinq with employees who are 

both committed and knowledqeable, and manaqinq the company's 

businesses to the hiqhest possible standards of inteqrity and in the 
best interests of al1 stakeholders. 

Central to AEGON's qrowth objectives and its efforts to  improve its 
record On corporate responsibility is the firm commitment to  

transparent products and services. AS the comany's business evolves 

in response to  chanqinq needs. AEGON welcomes suqgestions from 

its many stakeholders as to how the company can continue to 
maintain the hiqhest ethica1 standards in al1 its activities. For AEGON. 

the only target that truly matters is the continued confidence and 

trust of its customers, business partners, employees and 
shareholders. 

................................................ 
AEGON'S CODE OF CONDUCT PROVIDES 
BOTH MANAGEMENT AND EMPLOYEES 
WITH CLEAR AND CONSISTENT GUIDELINES 
TO RECPONSIBLE BUSINESS PRACTICES ,:: 

E' .......................................... =~..... 
I.. :! 

Al1 of AEGON's country units are committed to  supportinq initiatives!~, 

to improve consumer awareness on savinqs. retirement, an@ 
Lil I 

protection products. 
!I;, 
p. '* 

AEGON UK is heavily involved in the National Strateqy for F inanc iag  

Capability launched by the Financial Services Authority, while AEGO$.:l 

USA is a major contributor to the Life and Health InsuranceJ 

Foundation for Education (LIFEL 00th projects are desiqned to 
address the qrowinq need for instruction about life, health. disability, 

pensions, and lonq-term care insurance. In the Netherlands. AEGON 
also has an extensive training proqram aimed at better preparinq 

salesmen and intermediaries to  advise customers on their insurance 

and savinqs requirements. 

8. 

... 

-, , 
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RESPECT QUALITY TRANSPARENCY TRUST 
We treat al1 our stakeholders as We buiid long-term 
we would want to be treated with relationships by honorinq 
consideration lor individual and futures and financial security of products. performance and our commitments. 
cultural diversity. our customers. financial results. 

We offer products and services 
that are desiqned to improve the 

We provide open. accurate and 
timely information about our 

AEGON and its employees are active members of the communities in 

which they work and live. AEGON companies make a range of 

charitable donations and its employees often volunteer time and 
expertise to a wide variety of local causes. AEGON ais0 donates 

funds to larqer caUSes. In particular, AEGON is Supportinq the 
international fiqht aqainst cancer, helpinq fund a program of 

research int0 prostate, breast and colon cancer. As part Of these 

proqrams. money has been donated to the VU Medical Center in 

Amsterdam, the Erasmus Medical Center in Rotterdam. the Utrecht 

University Medical Center, the Johns Hopkins Oncoloqy Center in 

Baltimore. and the Nanjinq University in China. 

AEGON is determined to build on the achievements of 2006 and 
further improve its corporate responsibiiity record in the cominq 

year. Already in 2007, AEGON has siqned up to the Carbon Disclosure 

Project. which encouraqes companies around the world to be more 
open about their qreenhouse gas emissions. Goinq forward, AEGON 

wil1 pursue new, qlobally coordinated initiatives to reduce enerqy 
consumption, set out quidelines for responsible investment and 

establish minimum corporate responsibility standards for suppliers 
in ali its major procurement centers. 

AEGON continues to receive external recoqnition for its performance 

in matters of Corporate Responsibilitv. The company is included in 

@oth the Dow Jones Sustainabiiity and FTSE4Good indices, which 
'%nk companies accordinq to their ability to manaqe a variety of 

'pconomic. social and environmental risks. AEGON's continued 
$9 
,$nclusion in these indices is tanqible evidence Of the company's 
.. .,~ 
icomrnitment to its core principles of corporate responsibilitv and a 

Lfurther indication that AEGON may leqitimately take its place amonq 

4 h e  world's leadinq insurance companies, not only in terms of its size 
*..I' 

and financial performance but also in terrns of sound and responsible 

' management of its businesses. 
3 ,. 

AEGON builds long-term relationships with al1 its customers by 

delivering products and services desiqned to improve their 

financial security, both now and in the future. The company 

ensures its customers have clear, accurate and timely 
information. allowing them to choose the riqht products and 

services for their evolvinq needs. AEGON shows its customers 

respect by honoring its commitments to them, by solicitinq their 
views and, where appropriate, actinq upon them. 

AEGON works hard to create sustainable financial returns for its 
shareholders, while makinq sure the company als0 respects its core 

values and the concerns of al1 its other stakeholders. Open, accurate 

and timely financial communication ailows shareholders to make 
informed decisions reqarüinq their investments in the company. 

AEGON provides its employees with the incentives they need to 

translaie the company's core values of respect, quality, transparency 

and trust int0 practice. AEGON encouraqes a culture in which 
employees are committed to workinq toqether. Training is a hiqh 

priority for AEGON and the company provides forma1 skills and 

development training for employees at al1 levels. 

AEGON builds lastinq relationships with business partners who 

share its basic core values. Toqether, AEGON and its partners 
work to provide quality products and services. At al1 times, 

AEGON strives to communicate openly and accurately and 

expects its business partners to do the Same. 

AEGON endeavors to establish long-term relationships within the 

communities in which i t  operates. Throuqh employment and the 

opportunities AEGON provides for personal development. as Weil 
as throuqh respect for the local environment, AEGON hopes to 

enrich the communities in which its employees live and work. 
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Chapter five 

FI N AN C I AL IN FOR MATIO N 

...........................................*.............*.......*..*....................... 

AEGON'S DISCIPLINED FINANCIAL MANAGEMENT 
AIMS TO ENSURE THE CREATION OF LONG-TERM 1 

' VALUE FOR ALL  STAKEHOLDERS 
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Financial information 

EXCHANGE RATES 

0.825 
0.323 
0.123 
0.502 
3.133 
4.210 

................................................................................................ II 
I1 

Exchanqe rates at  December 31, 2006 

~ 

I 

EUR USD GBP CAD PLN CNY HUF NTD CZK SKK 
1 EUR - 1.3170 0.6715 1.5281 3.8310 10.2793 251.770 42.835 27.485 34.435 
I 
1 
I 
1 
1 

100 
100 
100 
100 

USD 
GBP 
CAD 
PLN 
CNY 
HUF 
NTD 
CZK 
SKK 

0.759 
1.489 
0.654 
0.261 
0.097 
0.397 
2.335 
3.638 
2.904 __ 

- 
1.961 
0.862 
0.344 
0.128 
0.523 
3.075 
4.792 
3.825 

U 

i Exchange rater a t  December 31, 2005 

0.510 
- 

0.439 
0.175 
0.065 
0.267 
1.568 
2.443 
1.950 

1.160 
2.276 

- 
0.399 
0.149 
0.607 
3.567 
5.560 
4.438 

2.909 
5.705 
2.507 

~ 

0.373 
1.522 
8.944 

13.939 
11.125 

7.805 
15.308 
6.727 
2.683 

4.083 
23.997 
37.400 
29.851 

~ 

191.169 
374.937 
164.760 
65.719 
24.493 

- 
587.762 
916.027 
731,146 

32.525 
63.791 
28.032 
11.181 
4.167 

17.014 
~ 

155.850 
124.395 

20.869 
40.931 
17.986 
7.174 
2.674 

10.917 
64.164 

- 
79.817 

26.147 
51.281 
22.535 
8.989 
3.350 

13.677 
80.389 

125.287 
- 

EUR USD GBP CAD PLN CNY HUF NTD CZK SKK 
1 EUR - 1.1797 0.6853 1.3725 3.860 9.5204 252.870 38.690 2 9 . W  37.880 
I USO 0.848 ,- 0.581 1.163 3.272 8.070 214.351 32.796 24.583 32.110 
1 GBP 1.459 1.721 ~ 2.003 5.633 13.892 368.992 56.457 42.317 55.275 

1 PLN 0.259 0.306 0.178 0.3% ~ 2.456 65.510 10.023 7.513 9.813 

100 HUF 0.395 0.46T 0.271 0.543 1.526 3.765 - 15.300 11.468 14.980 
100 NTD 2.585 3.049 1.771 3.547 9.977 24.607 653.580 - 74.955 97.906 
100 CZK 3.448 4.068 2.363 4.733 13.310 32.829 871.966 133.414 - 130.621 
100 SKK 2.640 3.119 I' 1.809 3.623 10.190 25.133 667.555 102.138 76.558 - 

11 

1 CAD 0.729 0 . 8 y  0.499 ~ 2.812 6.937 184.240 28.189 21.129 27.599 

1 CNY 0.105 O.'?? 0.072 0.144 0.405 - 26.561 4.064 3.046 3.979 

Welqhted averaqe exchanqe rates 2006 1 
I, 

EUR USD GBP CAD PLN CNY HUF NTD CZK SKK 
1 EUR - 1.2566 0.6809 1.42360 3.8960 10.0060 264.268 41.250 28.259 37.005 

I 
1 USD 0.796 - 
1 GBP 1.469 1.845 
1 CAO 0.702 0.883 
I PLN 0.257 0.323 
1 CNY 0.100 0.126 
100 HUF 0.378 0.476 
100 NTD 2.424 3.046 
100 CZK 3.539 4.441 
100 SKK 2.702 3.396 

Weiqhted averaqe exchanqe rates 2005 I 

0.542 

0.478 
0.175 
0.068 
0.258 
1.651 
2.409 
1.840 

- 

__ 

1.133 
2.091 

- 
0.365 
0.142 
0.539 
3.451 
5.038 
3.847 

3.100 
5.722 
2.737 

- 
0.389 
1.474 
9.445 

13.787 
10.528 __ 

7.964 
14.698 
7.030 
2.559 

~ 

3.787 
24.262 
35.415 
27.045 

210.304 
388.116 
185.634 
67.831 
26.406 

- 

640.650 
935.164 
714.141 

32.827 
60.582 
28.976 
10.588 
4.122 

15.609 

145.971 
111.471 

- 

22.488 
41.502 
19.850 
1.253 
2.824 

10.693 
68.507 

- 
76.365 

29.449 
54.347 
25.994 
9.498 
3.698 ..,. 

8 L :  ..' 
14.W3 
89.709 ?.I 

130.949 ,:!,i, 
~ q t ,  

L;? 
,I ', ,., 

11 Ai: 
EUR USD:l GBP CAD PLN CNY HUF NTD CZK SKK 

1 EUR - 1.2456: 0.6837 1.5094 3.860 10.100 248.M0 39.760 29.590 38.640 G!i 
1 
I 
1 
1 
1 
100 
100 
100 
100 

USO 
GBP 
CAD 
PLN 
CNY 
HUF 
NTD 
CZK 
SKK 

0.803 
1.463 
0.663 
0.259 
0.099 
0.403 
2.515 
3.380 
2.588 

0.549 
- 

0.453 
0.177 
0.068 
0.276 
1.720 
2.311 
1.769 __ 

1.212 
2.208 

~ 

0.391 
0.149 
0.609 
3.796 
5.101 
3.906 __ 

3.099 
5.646 
2.557 

- 
0.382 
1.556 
9.708 

13.045 
9.990 

8.109 
14.773 
6.691 
2.617 

- 
4.072 

25.402 
34.133 
26.139 

199.117 
362.761 
164.317 
64.254 
24.556 

- 
623.793 
838.189 
641.874 

31.920 
58.154 
26.342 
10.301 
3.937 

16.031 
- 

134.370 
102.899 

23.756 31.021 %J 
43.279 56.516 
19.604 25.600 
7.666 10.010 
2.930 3.826 

11.930 15.579 
74.422 , 97.183 

- 130.585 
76.579 ~ 
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CONSOLIDATED BALANCE SHEET OF AEGON GROUP 
AS AT DECEMBER 31,2006 ! 

................................................................................................. 
~ 

Amounts in  EUR millian 

ASSETS 
intanqibie assets 

Investrnents 

investrnents ior account of poiicyholders 

Derivatives 

investrnents in associates 

Reinsurance assets 
Defined benefit assets 

Deferred tax assets 

Deierred expenses and rebates 
Other assets and receivables 

2006 

4.338 

136,131 

135,537 

1,883 

478 

3,970 

398 

3 

11,458 

7,473 

2005 

4,678 
146,075 

127,547 

2.295 

542 

4,125 
409 

83 

11,348 

6.806 
Cash and cash equivalent5 13,144 7,307 

314.813 311,215 TOTAL ASSETS 

EOUITY AND LIABILITIES 
Shareholders' equity 19,137 19,276 

Other equity instrurnents R d  4,032 3.379 

23,169 22,655 ISSUED CAPITAL AND RESERVES ATTRIBUTABLE TO EOUITY HOLDERS OF AEGON N.V. 
Minority interest 16 15 

23.185 22,670 GROUP EOUITY 

Trust pass-through securities rn 123 437 

Subordinated borrowinqs Ilii 34 284 

Insurance contracts for account of policyholders 72,194 70,280 

Insurance contracts 88,428 95,690 

Investment contracts 36,618 38,842 

Investment contracts for account of policyholders 64.097 58,724 

Derivatives m 1,788 2,202 

Borrowings m 4.991 5,532 

: Deferred revenue iiabilities R a  43 84 

.Deierred tax  liabilities rn 2.843 2,911 

Accruals m 433 558 

Provisions m.l 262 253 

-.Defined beneiit iiabilities ml 2,040 2,015 

'Other liabilities 17.734 10,733 

'.." TOTAL LIABILITIES 291,628 288.545 
I:.'-, 

..,.. TOTAL EOUITY AND LIABILITIES 314,813 311,215 

I ~... 
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CONSOLIDATED INCOME STATEMENT OF AEGON GROUP 

Charqes 
Premiums to reinsurers 
Policyholder claims and benefits 

Profit sharinq and rebates 

FOR J H E  Y E A R  E N D E D  DECEMBER 31,2006 

ml 1.611 1.554 1,563 
35,848 33,807 26,984 

m 133 171 156 

............................................................................................... 
Note 2006 2005 2004 

Ii 
Aimountr in EUR million (except per share data) 11 
Income 
Premium income 24.570 18,882 18.329 

Fee and commission income !I ma 1,665 1.444 1,301 
Investment income 10,376 9.937 9,337 

~~ 

Other revenues 1 m 4 73 331 

Total revenues I 36,615 30,336 29,300 

32 20 25 

3,390 3,615 2,795 

Share in profit/(loss) of associates i1 I 

m (6011 (885) (537) 
2,789 2,730 2,258 

I Income before tax 

Income tax 
~ 

Income after tax 

Attributable to rninority interest 

NET INCOME ATTRIBUTABLE TO EOUIT 

Earninqs and divldends per share 

Basic earnings per share (EUR per share)' 

Diluted earninqs per share (EUR per share: 

Dividend per share (EUR Per share) 

' Afler deduction of pieferred dividends and co" 

. .  
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CONSOLIDATED CASH FLOW STATEMENT OF AEGON GROUP 
FOR THE YEAR ENDED DECEMBER 31,2006 

................................................................................................. 
Arnounts in EUR million 2006 2005' 2004' 

Incorne before tax 

Gains and IOsses on investments iincluding foreiqn exchanqe differences) 
Amortization and depreciation 

Impairment losse8 

income from associates 

Other 

Adjustments of non-cash items 

Insurance and investment liabilities 

Insurance and investment liabilities for account of policyholders 

Accrued income and prepayments 

Accrued expenses and other liabilities 
Release of cash flow hedqing reserve 

Purchase of investments (other than money market investments) 
Purchase of derivatives 

Disposal of investments (other than money market investments) 

Disposal of derivatives 

Net purchase of investments for account of policyholders 

Net change in cash collateral 
Net purchase of money market investments 

Chanqes in accruals 

! 

Cashflow movements an operatinq items nat reflected In income 

Tax paid 

3,390 

(9,397) 
1,916 

33 

(32) 
7 

17,473) 

1,993 

12,028 

(3.119) 
2,729 

(130) 

13,501 

63,989) 

(1,009) 
64,046 

855 

(5,361) 
5,774 

i 1,623) 

11,307) 

(442) 

3,615 

i 12,820) 
1,792 

(2) 
(20) 

334 

110,7161 

3,512 

13,964 

(1,937) 
(3.309) 

63 
12,293 

(64.310) 

(76) 

61,943 

35 

(1.628) 

(822) 
157) 

(4,9151 

(680) 

2,795 

(7.1661 

1,957 

279 

(25) 

(139) 

15.094) 
4,206 

9,447 

(1.274) 

(1.114) 
(23) 

11.242 

(70,078) 

(528) 
62,819 

384 

(751) 
2,783 
12.386) 

17,7571 

(296) 
Other 185 (683) (94) 

NET CASH FLOWS FROM OPERATING ACTIVITIES 7,854 (1,086) 796 

Continuation > 
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CONSOLIDATED CASH FLOW STATEMENT OF AEGON GROUP 
FOR THE YEAR ENUED DECEMBER 31,2006 
) Continuation 

Issuance of share capital 

Issuance of perpetuals 

Issuance and purchase of treasury shares 

.................................................................................................. 
I 

Amounts in EUR millinn i Note 2006 2005' 2004' 

Purchase of  individual intangible assets (otlier than VOBA and future servicing rightsj (10) (17) (16) 
(62) (801 (258) Purchase of equipment and other material assets 

(1431 (174) (3361 Acquisition of subsidiaries and associates 

Disposal of individual intangible assets (other than VOBA and future servicing rightsl ~ ~ 

19 9 29 Disposal of equipment and other material assets 
11 319 5,590 Disposal of subsidiaries and associates 

Dividend received from associates 

Other 

I1 

1 
1 
n 
U 

4 3 - 

h (191 - - 

(199) 60 5,009 

I 
NET CASH FLOWS FROM INVESTING AC~IVITIES n 

2 

638 

(2621 

1,554 

(2.109) 

(471) 
(204) 

(22) 

(8741 

2 

1,457 
74 

1,038 

(950) 
(1,573) 

(272) 

(1921 

(2) 

(418) 
__ 

1 

1,352 

22 

571 
- 

(3.586) 

(351) 

(129) 
1 

(2,119) 

II 
NET INCREASEIIDECREASE) IN CASH AND CASH EOUIVALENTS' 6,781 11.444) 3,686 

li 
6,068 6,804 3,563 

I1 
Net cash and cash equivalents a t  the beginning of the year 

Effects of changes in exchange rate I1 (458) 708 (445) 

NET CASH AND CASH EOUIVALENTS AT THE EN0 OF THE YEAR 12,391 6,068 6.804 
' in 2006. AEGON chanqed i t s  prerentation of cash flws from purchases and disposais 07 linanciai ase ts  lexdudinq derivatives and financial assets thrauqh 

Profit or Iosz). investments in real estate and real estate held lor awn we. The 2005 and 2004 camparativer have been adjusted accordingly. Refer to note 2.2 
lor more details. 
Included in net increase in cash and cash equivalents are interest received (EUR 9,458 million: 2005: EUR 9,099 million and 2004: EUR 8.180 miliion), dividend5 
received (EUR 1.192 million: 2005. EUR 870 million and 2004. EUR 796 miliion) and interest paid íEUR 123 miilinn; 2005: EUR 50 million and 2004: EUR 189 miilion) 

I1 

c2, 
ti..-' 

(I I 
I I /  

The cash flow slatement is prepared accordinq to the indirect method. 
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY OF 
AEGON GROUP FOR THE YEAR ENDED DECEMBER 31,2006 

,....... * .................................................................................... 

Other Issued 
Revalu- equity Capital 

Share Retained ation Other initru- and Minarity 
Amounts in EUR million Note capital earninqs reserves reserves mentr reserves' interest Total 

At January I 6,812 9,318 2,293 853 3,379 22,655 15 22,670 

Revaluations 

Transfers between revaluation 
reserves and retained earnings 

(Gainsl/iosses transferred to income 
statement on disposal 
and impairment - - (1301 . (1301 - (130) 

Equity movements of associates (66) (661 ~ (66) - - ~ - 
Foreiqn currency translation 

differences (17) - (77) - (771 - - ~ 

Movements in foreign currency 
translation and net foreiqn 
investment hedqing reserves 

Aqqreqate tax effect of items 
recoqnized directly in equity 

nthw 

(1,325) - (1,325) - (1,325) 

- - 134 ~ 2 136 - 136 

(151 88 - - 73 1 74 ~ 

NET INCOME RECOGNIZED 
DIRECTLY IN EOUITY (15) (645) (1,391) 2 (2,049) 1 (2,048) 

Net income recoqnired in the 
income statement 2,789 ~ 2,789 ~ 2.789 

TOTAL RECOGNIZED NET INCOME 
FOR 2006 - 2.774 (645) (1.391) 2 740 1 74 1 

~ - - 

Shares issued 

Treasury shares 
Other equity instruments issued 
Dividends paid on ordinary shares 

Coupons on perpetuals 
i: Preferred dividend 

. .  " '  Share options 
Other (3) - ~ 131 - (31 - - 

AT DECEMBER 31,2006 6,572 11,455 1.648 (538) 4,032 23,169 16 23.185 

. ' Iswed Capita1 and reserves dttributable to equity holderr of AEGON N.V. 
.~ 

' .  
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY OF 
AEGON GROUP FOR THE YEAR ENDED DECEMBER 31,2005 

TOTAL RECDGNIZED NET INCDME 
FOR 2005 

I 

Other issued 
Revalu- equity capital 

Share Retained ation Other instru- and Minority 
ments reserves' interest Total 

6,590 6.825 2,141 (681) 2,869 17,744 15 17,759 

11 
I i 

Amounts in EUR rniiiion Npte capital earninqs reserves reserves 

At January 1 

1 
- 2,681 152 1,534 - 4,367 - 4.367 

Revaluations 

Transfers between revaluation 
reserves and retained earninqs 

statement on disposal 
and impairment 

(GainsViosses transferred to income 

Equity rnovements of associates 

Foreign currency translation 
differences 

Movements in foreiqn currency 
translation and net foreiqn 
investment hedqinq reserves 

Aqqreqate tax effect of items 
recoqnized directly in equity 

Other 

NET INCOME RECOGNIZED 
DIRECTLY IN EOUITY 

142 - - 142 - 142 

- - - 1,515 1,515 - 1,515 ~ 

- - 242 242 - 242 

(55) 11 ~ ~ (44) 2 (42) 

~ ~ 

~ 

I 
- (51) 152 1,534 - 1.635 ! 2 1.637 

I 

. .  
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY OF 
AEGON GROUP FOR THE YEAR ENDED DECEMBER 31,2004 

................................................................................................ 

Other ISSUed 
Revalu- equity capital 

Share Retained atian Other inrtru- and Minority 
Arnauntr in EUR rniilion Note capital earninqs reserves reserves rnents reserves' interest Total 

At January 1 6,353 5,269 1,660 15 1,517 14,814 29 14,843 

Revaluations 921 921 - 921 - ~ - ~ 

(Gainslllosses transferred to income 
statement on disposal 
and impairment 

Equity movements of associates 

Foreign currency translation 
differences 

Movements in foreign currency 
translation and net foreign 
invest ment hedqing reserves 

Agqregate tax effect of items 
recognized directly in equity 

~ Other 5 111) ~ (6) (16) (22) 

NET INCOME RECOGNIZED 
DIRECTLY IN EQUITY - (24) 481 (696) - (239) (16) (255) 

- 

- 2,256 - - - 2,256 2 2,258 Net income recognized in the 
income statement 

TOTAL RECOGNIZED NET INCOME 
FOR 2004 

Shares issued 

Treasury shares 

Other equity instruments issued 
Dividends paid on ordinary shares 

Preferred dividend 
.-.Coupons on perpetuals 

- 2.232 481 (696) - 2,017 (14) 2,003 

~ - - ~ - .-~Other (271 (27) (27) 
i AT DECEMBER 31,2004 6.590 6,825 2.141 (681) 2,869 17,744 15 17,759 

I . ,  
~ ~. ,__ issued capital and reserves attributable tO  equity hoiderr Of  A€GON N.V. 

. ,  , ,.. ~. . 

.... 
, - 8  -. 
, .  , : 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
OF AEGON GROUP 

PRINCIPLES 

BASIS OF PREPARATION 

Amounts in EUR miliion. unless otherwise stated 

~ 

IFRIC 4 addresses how to deiermine whether an arranqement is, or 

contains, a lease as defined in IA8 17 Leases, when the assessment 

or reassessment of the arrangement would be made and, if 
applicable, how the payments for the lease should be separated from 

payments for any other elements in the arrangement. 

The adoption of these standards and interpretations did not have an 
impact on equity or net income. The Group ha8 not opted to early 

adopt any standards or interpretations in 2006. 

The followinq standards and interpretations wil1 De implemented in 

the cominq years: 
s IFRS 7 Financial instruments: Disciosures - required adoption 

date January 1,2007: 
The amendments to IA8 1 Capital Disclosures - required adoption 

date January I. 2007: 
The amendments to the quidance on implementation of IFRS 4 

Insurance Contracts - required adoption date January 1, 2007: 
IFRS 8 Operating segment8 - required adoption date January 1, 

2009: 

IFRIC 8 Scope IFRS 2 Share-based paymeni - required adoption 
date January 1.2007: 

s IFRIC 9 Reassessment of embedded derivatives - required 

adoption date January 1,2007; 
IFRIC 10 Interim financial reporting and impairment - required 

adoption date January 1,2007: 

8 

8 

0 

8 

s 

8 IFRIC 11 IFRS 2 - Group and Trearury Share Transactions - 

The Group intends to apply these standards and interpretations as of 

the required dates of adoption. subject to EU endorsement. with the 

exception of IFRS 8 which wil1 be early adopted in 2007. 
IFRS 7. the related amendments to IA8 1 and the implementation 

quidance to IFRS 4 wil1 affect the disclosures on financial 

instruments, insurance contracts and capital provided in the Group's 
consolidated financial statements. The standards are not expected.t&? 

r.-i 
I have an impact on equity or net income. 

The IASB issued IFRS 8 as part of the converqence project with tfie,, 
US Financial Accounting Standards Board. This new standardin 

replaces IA8 14 Segment Reportinq and adopts a manaqemept ' 
approach to segment reportinq as required in SFAS 131 Disclosu(~8~" 

about Segment8 of an Enterprise and Reiated Information. AEGONI.' 

intends to early adopt IFRS 8 as i1 allows lor a better portrayal of the.':: 
GroupP operatinq seqments' performance as the information 
reported is consistent with that used internaliy for management 

purposes. 

IFRIC 8 clarifies that IFRS 2 Share-based Payment applies to al1 

transactions in which an entity receives non-financial assets or 
services as consideration for the issue of its equity instruments. 

even where nil consideration appears to be received. 

required adoption date January 1.2007. 

ik.., 

8..q 
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Notes to the consolidated financial statements of AEGON Group Note 2.1 - 2.4 

................................................................................................... 
The interpretation is  not expected to have an impact on equity or 

net income. 

IFRIC 9 provides additional quidance to the principle in IA8 39 to 

assess whether a contract contains embedded derivatives that 

require bifurcation when the company first becomes a party to the 

contract. IFRIC 9 requires an additional assessment to be performed 

when there is a chanqe in the terms of the contract that siqnificantly 

modifies the contract's cash fiows. 

The interpretation prohibits subsequent reassessments to be 

performed in other instances, with the exception of business 

combinations for which a scope exclusion is made. IFRIC 9 is 

consistent with the GrOup's current policy on the reassessment of 

embedded derivatives. Therefore, no impact on equity or net income 
is expected. 

IFRIC 10 prohibits entities from reversinq impairment losses 

recoqnized in previous interim periods in respect of qoodwill or an 

investment in either an equity instrument or a financial asset carried 

at cost. The interpretation is not expected to have an impact on 

equity or net income. 

AS allowed by IFRS 4 insurance Contracts. the Group values its 

insurance contracts in accordance with the accounting principles 
that were applied prior to the transition to IFRS. The assets and 

liabilities relatinq to insurance contracts issued in the United States 
and Canada are accounted for in accordance with United Stated 

Generally Accepted Accountinq Principles (US GAAP). On September 
19. 2005, the American Institute of Certified Public Accountants 

(AICPA) reieased SOP 05-1 Accounting b y  Insurance Enterprises for 

Deferred Acquisition Costs in Connection with Modifications or  
Exchanges of insurance Contracts. This SOP provides quidance on 

the accounting for replacements of one contract by another. 
Dependinq on whether certain conditions are met. the replacement 

is accounted for as either an extinquishment or as a continuation of 
the repiaced contract. The classification wil1 affect the accounting 

'... ' for unamortized deferred policy acquisition costs (DPAC). unearned 

.. . revenue liabilities and deferred sales inducement assets from the 

,. i replaced contract. 

j The Group wiil adopt SOP 05-1 for insurance contracts issued in the 
United States and Canada effective January 1, 2007. AS a result of 

'~.i adoptinq SOP 05-1. AEGON expects to report a cumulative effect of a 

change in accounting principle resultinq in a noncash decrease to 

retained earninqs of an immaterial amount. The adoption of SOP 05- 
1 is als0 expected to result in an immaterial increase in DAC 

amortization in 2007 and future years. The actual impact w i l  depend 
on policy modification activity as wel1 as any possible exchange 

programs implemented in the future. 

,,. . 

' . i  

,.-- 

i~:/ 

i ... ~.. 

CHANGES IN ACCOUNTING AND 

PRESENTATION POLICIES 

In 2006 AEGON chanqed its presentation of cash flows from 

purchases and sales of financial assets (excludinq derivatives and 
financial assets at fair value throuqh profit and loss). investments in 

real estate and real estate held for own use. These cash flows were 

previously reported as cash flows from investinq activities and are 
now reported as cash flows from operatinq activities. 

AEGON believes it is more relevant to qroup toqether al1 cash flows 
from transactions related to policyholders and contractholders, 

includinq premiums and deposits, claims and other benefits. and the 

associated purchase and saie of investments related to the cash 

flows from transactions with policyholders and contractholders. as 

cash flows from operatinq activities because al1 of these activities 

relate to AEGON's principal revenue producinq activity of enterinq 

int0 insurance and investment contracts with policyholders and 
contractholders and subsequently investinq the premiums and 

deposits received to meet the obliqations resultinq from these 

contracts. Furthermore, AEGON ha8 refined its definition of investinq 
activities to include only those investinq activities not related to 

transactions with policyholders and contracthoiders. as weli as the 

definition of financinq activities to include only those items that 

AEGON views as part of the financinq of the Group's activities. The 
2005 and 2004 comparatives have been reclassified accordinqly. 

BASIS OF CONSOLIDATION 

Business combinations that occurred before the adoption date of 

IFRS (1 January 2004) have not been restated. NO operations have 
been identified as assets held for sale or disposal unit. 

A. Subsidiaries 
The consolidated financial statements include the financial 
statements of AEGON N.V. and its subsidiaries. Subsidiaries are 

entities over which AEGON has direct or indirect power to qovern 

the financial and operatinq policies so as to obtain benefits from its 
activities Vcontrol'). The asSessment of control is based on the 

substance of the relationship between the Group and the entity and. 

amonq other thinqs. considers existinq and potentiai votinq riqhts 
that are currently exercisable and convertible. 

Special purpose entities are consolidated if, in substance, the 

activities of the entity are conducted on behalf of the Group. the 

Group has the decision-power to obtain control of the entity or has 
deleqated these power8 throuqh an autopilot, the Group can obtain 

the majority of the entity's benefits or the Group retains the majority 

of the residual risks related to the entity or its assets. 
The subsidiary's assets. liabiiities and contingent liabilities are 

measured at fair value on the acquisition date and are subsequentiy 
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accounted for in accordance with the Groups accounting principles 
and reportinq year. Intra-qroup transactio& inciudinq AEGON N.V. 

shares held by subsidiaries. which are recodkized as treasury shares 

in equity. are eliminated. Intra-qroup losses are eliminated, except to 

the extent that the underlyinq asset is impaired. Minority interests 
are initially stated at their share in the fair value of the net assets on 

the acquisition date and subsequently adjysted for the minority's 

share in changes in the subsidiary's equity. 
The excess of the cost of acquisition, comprisinq the consideration 

paid to acquire the interest and the directlb related costs. over the 
s share in the net fair value of assets. liab 

es acquired is recoqnized as goodwill. Neqative goodwill is 

ent. If the fair value of the 
s acquired in the business 

combination has been determined provi&onally, adjustments to 

these values resuitinq from the emerqence of new evidence within 

twelve months after the acquisition date are made aqainst qoodwill. 
Also. qoodwill is adjusted lor changes inllthe estimated vaiue of 
contingent considerations qiven in the bu4iness combination when 

they arise. Contingent consideration is discounted and the unwindinq 

is  recoqnized in the income statement as ailinterest expense. 

When control is obtained in successive share purchases. each 

siqnificant transaction is  accounted lor separately. The identifiable 
assets. liabilities and contingent liabilities are stated at fair value 

when control is obtained. 

Subsidiaries are deconsoiidated when controi ceases to exist. Any 

difference between the net proceeds and the carryinq amount of the 
subsidiary is recoqnized in the income statement. 

I 
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investment funds 
Investment funds manaqed by the Group in which the Group holds 

an interest are consolidated in the financial statements i1 the Group 

can qovern the financial and operatinq policles of the fund. In 

assessinq controi ai1 interests held by the Group in the fund are 
considered, reqardless of whether the financial risk related to the 

investment is borne by the Group or by the policyholders. 

On consolidation of an investment fund, 21 liability is recoqnized to 

the extent that the Group is leqaiiy obiiqed to buy back participations 

held by third parties. Where this is not the case, other participations 
held by third parties are presented as minority interests in equity. 

The assets allocated to participations held by third parties or by the 

Group on behaif of poiicyhoiders are presented in the consoiidated 
financial statements as investments for account of policyholders. 

Equity instruments issued by the Group that are held by the 
investment funds are eliminated on co+oiidation. However. the 

elimination is refiecied in equity and not i n  the measurement of the 
related financial liabilities towards or other third parties. 

I1 

11 

1 

I! 
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ll 
I1 
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8. Jointly controlled entities 

Joint ventures are contractuai agreements whereby the Group 

undertakes with other parties an economic activity that is subject to 
joint control. 

Interests in joint ventures are recoqnized usinq proportionate 

consolidation, combininq items on a iine by line basis from the date 
the jointly controlled interest commences. Gains and losses on 

transactions between the Group and the joint venture are recoqnized 
to the extent that they are attributable to the interests of other 

venturers. with the exception of iosses that are evidence of 
impairment and that are recoqnized immediately. 

The acquisition of an interest in a joint venture may result in 
qoodwill. which is accounted for consistently with the goodwill 
recoqnized on the purchase of a subsidiary. 

The use of proportionate consolidation is discontinued from the date 

on which the Group ceases to have joint control. 

FOREIGN EXCHANGE TRANSLATION 

A. Translation of foreiqn currency transactions 

A qroup entity prepares its financial statements in the currency of 

the primary environment in which i t  operates. Transactions in foreiqn 

currencies are transiated to the functionai currency usinq the 

exchange rates prevailinq at the date of the transaction. 

At the balance sheet date monetary assets and monetary liabilities 
are translated at the closinq rate. Non-monetary items carried at 

cost are transiated usinq the exchange rate at the date of the 

transaction. whilst assets carried at fair value are translated at the 
exchange rate when the fair value was determined. 

Exchange differences on monetary items are recoqnized in the 

income statement when they arise, except when they are deferred in 
equity as a result of a qualifyinq cash flow or net investment hedqe. 

Exchange differences on non-monetary items are recoqnized in 

equity or the income statement, consistently with other qains 

iosses on these items. 
I 

~.. <:> 
'L i? 

B. Translation of foreiqn currency operations 

On consolidation, the financial statements of qroup entities witti.ä , 
foreign functionai currency are translated to euro, the currency h P...., 

!,~. I 

which the consolidated financial statements are presented. Assets E 
and liabilities are translated at the ciosinq rates on the balance sheet I?.' 

date. Income. expenses and capital transactions (such as dividends) '*i 

are translated at averaqe exchanqe rates or at the prevailinq rates 

on the transaction date. if more appropriate. Goodwill and fair value 
adjustments arisinq on the acquisition of a foreiqn entity are 

translated at the closinq rates on the balance sheet date. 

The resuitinq exchange differences are recognized in the 'foreiqn 

currency translation reserve', which is part of shareholders' equity. 

,. . ,"... 
I. 
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On disposal of a foreiqn entity the related cumulative exchanqe 

differences included in the reserve are recoqnized in the income 

statement. 

On transition to IFRS on January I. 2004. the foreiqn currency 
translation reserve was reset to nil. 

SEGMENT REPORTING 

As the Group's risks and rates of return are predominantly affected 

by the fact that i t  operates in different countries. the primary basis 
for segment reportinq is qeoqraphical seqments. Geoqraphicai 

seqments are defined based on the location of assets. Secondary 

segment information is reported for qroups of related products. 

The Group uses operatinq earninqs before tax in i ts segment 

reportinq as an important indicator of its financial performance. 

Included in operatinq earninqs are segment revenues and segment 

expenses. Segment revenues consists of premium income, investment 
income. fee and commission income, income from bankinq activities 

and other revenues. Segment expenses consist of premiums to 

reinsurers. policyholder claims and benefits (excludinq the effect of 

charges to policyholders in respect of income tax), profit sharinq and 

rebates and commissions and expenses. In addition to segment 

revenues. the followinq income items are als0 included in the 

calculation of operatinq earninqs: reinsurance claims and benefits. fair 
value and foreiqn exchange qains and qains on investments lor 

account of policyholders. Similarly, in addition to segment expenses. 
the followinq expense items are aiso included in the calculation of 

operatinq earninqs: fair value and foreiqn exchange losses. losses on 

investments for account of policyholders and interest and related 

charges. 
Operatinq earninqs before tax excludes the effect from net qains and 

losses on investments, impairment charges and non-recurrinq income 

and expense items. Net qainsliosses on investments includes net 
realized qains and losses on qeneral account financial assets, other 

than those classified as at fair value throuqh profit or loss, and net 
qains and losses on investments in real estate. Net qainsliosses also 

includes fair vaiue changes íor derivatives for which no hedqe 
accounting is applied and the economically hedqed underlyinq assets 

. ~ ! o r  liabilities are not valued at fair value throuqh profit or loss. 
Oerivatives included in qains and losses on investments are considered 

'economic hedqes of certain exposure8 reiated to an existinq asset or 
liability and are part of the Group's asset liability management. Gains 

and losses on inyestments als0 include the ineffective portions of 
hedqe transactions. DPAC and VOBA offsettinq charqes ior realized 

qains and losses and impairments on investments are included in 

other incomelother charqes and excluded from operatinq earninqs. 

.. 

OFFSETTING OF ACSETS AND LIABILITIES 

Financial assets and liabilities are offset in the balance sheet when 

the Group has a leqally enforceable riqht to offset and has the 

intention to settle the asset and iiability on a net basis or 

simultaneously. 

INTANGIBLE ACSETS 

A. Goodwill 

Goodwili is recoqnized as an intanqible asset for interests in 

subsidiaries and joint ventures acquired after January I. 2004 and is 
measured as the positive difference between the acquisition cost 

and the Group's interest in the net fair value of the entity's 
identifiable assets. liabiiities and contingent liabilities. Subsequently. 

goodwill is carried at cost less accumulated impairment charges. It is 

derecoqnized when the interest in the subsidiary or joint venture i s  

disposed of. 

B. Value of business acquired 

When a portfolio of insurance contracts is acquired, whether directly 

from another insurance company or as part of a business 

combination. the difference between the fair value and the carrying 

amount of the insurance liabilities is recoqnized as value of business 

acquired (VOBA). The Group als0 recoqnizes VOBA when i t  acquires 
a portfolio of investment contracts with discretionary participation 

features. 
VOBA is amortized over the useful iife of the acquired contracts. 

based on either the expected future premiums or the expected qross 

profit marqins. For products sold in the United States and Canada, 

with amortization based on expected qross profit marqins. the 
amortization period and pattern are reviewed at each reportinq date. 

Any change in estimates is recorded in the income statement. For al1 

products. VOBA is assessed for recoverability at least annually on a 
country-by-country basis and the portion determined not to be 

recoverable is charqed to the income statement. VOBA is considered 
in the liability adequacy test for each reportinq period. 

When unrealized qains or losses arise on available-for-sale assets. 
VOBA is adjusted to equal the effect that the realization of the qains 

or losses would have had on VOBA. The adjustment is recoqnized 
directly in shareholders' equity. VOBA is derecoqnized when the 

related contracts are settled or disoosed of. 

C. Future servicinq riqhts 

On the acquisition of a portfolio of investment contracts without 

discretionary participation features under which AEGON wili render 

investment management services, the present vaiue of future 
servicinq riqhts is recoqnized as an intanqible asset. Future servicinq 

riqhts can als0 be recoqnized on the sale of a loan portfolio or the 

acquisition of insurance aqency activities. 
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ll. The present value of the future servicinq riqhts IS amortized over 

the servicinq period as the fees from services emerqe and is subject 

to impairment testinq. It is derecoqnized when the related contracts 
are settled or disposed of. 

D. Other intanqible assets 

Other intanqible assets are recoqnized to the extent that the assets 

can be identified, are controlled by the Group, are expected to 
provide future economic benefits and can be measured reliably. The 

Group does not recoqnize internally qenerated intanqible assets 
arisinq from research or internally qenerated qoodwiil. brands. 
customer list8 and similar items. 

The intanqible assets are carried at cost less accumulated depreciation 
and impairment Iosses. Depreciation of i he  asset is over its useful 

life as the future economic benefits emerqe and IS recoqnized in the 
incorne statement as an expense. The depreciation period and 

pattern are reviewed at each reportinq date, with any chanqes 

recoqnized in the income statement. 
An intanqible asset is derecoqnized when it is disposed of or when 

no future economic benefits are expected fr!m its use or disposal. 

i1 

ll '1 
I 

I 

I' 
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l~ INVESTMENTS 

Investments for qeneral account comprise financial assets, excludinq 

derivatives. as wel1 as investments in real estate and real estate held 

for own use. 

A. Financial assets 

Financial assets are recoqnized on the trade date when the Group 
becomes a party to the contractual provisions of the instrument and 

are classified for accounting purposës dependinq on the 
characteristics of the instruments and the purpose for which they 

I1 

I 
were purchased. 1 

~~ 

I, 
ll 

Classif icat ion 

The followinq financial assets are measured at fair value throuqh 

profit or 108s: financial assets held for tradinq. financial assets 

manaqed on a fair value basis in accordance with the GrOup's risk 

management and investment strateqy and financial assets containinq 
an embedded derivative that is not closely related and that cannot 

be reliably bifurcated. In addition. in certain instances the Group 
desiqnates financial assets to this cateqory when by doinq so a 

potential accounting mismatch in the financial statements is 
eliminated or siqnificantly reduced. 

Financial assets with fixed or determinable payments that are not 

quoted in an active market and that the Group does not intend to 
sell in the near future are accounted for as loans. To the extent that 
the Group has the intention and ability to/!hold a quoted financial 

11 

11 

ll 
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I 
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11 
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asset with fixed payments to the maturity date, it is classified as 
held-to-maturity. 

Al1 rernaininq non-derivative financial assets are classified as 

available-for-sale. 

Measurement  

Financial assets are initially recoqnized at fair value excludinq 

interest accrued to date plus, in the case of a financial asset not at 
fair value throuqh profit or loss, any directly attributable incremental 

transaction costs. 
Loans and assets held-to-maturity are subsequently carried at 

amortized cost usinq the effective interest rate method. Financial 

assets at fair value throuqh profit or loss are measured at fair value 
with al1 chanqes in fair value recoqnized in the income statement as 

incurred. Available-for-sale assets are recorded at fair value with 

unrealized changes in fair value recoqnized directly in shareholders' 

equity. Financial assets that are desiqnated as hedqed items are 
measured in accordance with the requirements for hedqe 

accounting. 

Measurement  > Arnor t ized cost 
The amortized cost of a debt instrument is the amount at which it is 

measured at initial recoqnition minus principal repayrnents, plus or 
minus the cumulative amortization of any differente between the 

initial amount and the rnaturity amount, and minus any reduction for 

impairment. The effective interest rate method is a method of 

calculatinq the amortized cost and of ailocatinq the interest income 
or expense over the relevant period. The effective interest rate is the 

rate that exactly discounts estimated future cash payments or , 
receipts throuqh the expected life of the debt instrument or, when 
appropriate, a shorter period to the net carryinq amount of the 

instrument. When calculatinq the effective interest rate, al1 

contractual term8 are considered. Possible future credit losses are. 

not taken int0 account. Charges and interest paid or received".'' 

between parties to the contract that are an inteqral part of t 

effective interest rate, transaction costs and al1 other premiums 
discounts are included in the calculation. / I  

:....!t.-",' 
Measurement  >Fair value , . .~ ~,:\=l 

The consolidated financial statements provide information on tKe"? 
,.~ i'...J 

fair vaiue of al1 financial assets, includinq those carried at amortized 

cost where the values are provided in the noies to the financial 

statements. 
The fair value of an asset is the amount for which ii could be 

exchanqed between knowiedqeabie, wiilinq parties in an arm's lenqth 

transaction. For quoted financial assets for which there is an active 

market. the fair value is the bid price at the balance sheet date. In 
the absence of an active market. fair value is estimated by usinq 

,.~.. .-. 
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present value based or other valuation techniques. Where discountinq 

techniques are applied the discount rate is based on current market 

rates applicable to  financial instrument8 with similar characteristics. 

Interest accrued to date is not included in the fair value of the 

financial asset. 

Oerecoqnit ion 

A financial asset is derecoqnized when the contractual riqhts to  the 
asset's cash flows expire. when the Group has transferred the asset 

and substantially al1 the risks and rewards of ownership. or when the 
Group has transferred the asset without transfer of substantially al1 

the risks and rewards of ownership, provided the other party can sell 

or pledqe the asset. Financial assets. in respect of which the Group 
has neither transferred nor retained ali the risks and rewards, are 

recoqnized to the extent of the Group's continuinq involvement. I f  

siqnificantly al1 risks are retained. the assets are not derecoqnized. 

On derecoqnition. the difference between the disposal proceeds and 

the carryinq amount is recoqnized in the income statement as a 
realized qain or loss. Any cumulative unrealized qain or los8 

previously recoqnized in the revaluation reserve in shareholders' 

equity is also recoqnized in the income statement. 

Security lendinq and repurchase agreements 
Financial assets that are lent to a third party or that are transferred 

subject t o  a repurchase agreement at a fixed price are not 
derecoqnized as the Group retains substantially al1 the risks and 

rewards of the asset. A liability is recoqnized for cash collateral 
received, on which interest is accrued. 

A security that has been received under a borrowinq or reverse 

repurchase agreement is not recoqnized as an asset. A receivable is 
recoqnized for any related cash collateral paid by AEGON. If the 

Group subsequently Se118 that security. a liability t o  repurchase the 
. ,  
-. asset is recoqnized and measured at fair value. 

, : Collateral 

' ' With the exception of cash collateral. assets received as collateral 

are not separately recoqnized as an asset until the financial asset 

they secure is foreclosed. When cash collateral is recoqnized. a 

: liability is recorded for the Same amount. 

B. Real estate 

Propertv that is occupied by the Group and that is not intended to 
be sold in the near future is classified as real estate held for own use. 

Investments in real estate is property held to  earn rentals or for 

capital appreciation, or both. Considerinq the Group's asset liability 
management policies. under which both categorie8 of property can 

be allocated to liabilities resultinq from insurance and investment 

contracts, both are presented as investments. 

, .  

................................................ I 

AII property is initially recoqnized at cost. Subsequently, investments 

in real estate are measured at fair value with the changes in fair 
value recoqnized in the income statement. Real estate held for own 

use is carried at its revalued amount, which is the fair value at the 

date of revaluation less subsequent accumulated depreciation and 

impairment losses. Depreciation is calculated on a straight line basis 

over the useful life of a buildinq. Land is not depreciated. On 

revaluation the accumulated depreciation is eliminated aqainst the 

qross carryinq amount of the asset and the net amount is restated 

to  the revalued amount. Increases in the net carryinq amount are 

recoqnized in the related revaluation reserve in shareholders' equity 

and are released to retained earnings over the remaininq useful life 

of the property. 
Valuations of both investments in real estate and real estate held for 

own use are conducted with sufficient reqularity to ensure the value 

correctly reflects the fair value at the balance sheet date. Valuations 

are mostly based on active market prices, adjusted for any difference 

in the nature, location or condition of the specific property. If such 

information is not available. other valuation methods are applied, 

considerinq the current cost of reproducinq or replacinq the 
property. the value that the property's net earninq power wil1 

support and the value indicated by recent sales of comparable 

properties. For property held for own use. valuers may also consider 
the present value of the future rental income cash flows that could 

be achieved had the real estate been let out. 

On disposal of an asset. the difference between the net proceeds 

received and the carryinq amount is recoqnized in the income 
Statement. Any remaininq surplus attributable to  real estate in own 

use in the revaluation reserve is transferred to retained earninos. 

Proper ty  under construction 
The Group develops property itself with the intention to hold it as 
investments in real estate. Durinq the construction phase both the 

land and the buildinq are presented as real estate held for own use, 

are held at cost. includinq directly attributable borrowinq costs. and 

are not depreciated. When the construction phase is completed. the 

property is transferred to investments in real estate and revalued at 
fair value. Any resultinq qain or los8 is recoqnized in the income 

statement. 

Maintenance costs and other subsequent expendi ture 
Expenditure incurred after initia1 recognition of the asset is 

capitalized to the extent that the level of future economic benefits of 

the asset is increased. Costs that restore or maintain the level of 

future economic benefits are recoqnized in the income statement as 
incurred. 
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INVESTMENTS FOR ACCOUNT ÖF POLICYHOLDERS 

Investments heid lor  account of policyholders consist of investments 

in financial assets. excludinq derivatives, as wel1 as investments in 

real estate and real estate heid for own use. Investment return on 
these assets is passed on to  the policyholder. Also included are the 

assets held by consoiidated investment funds that are backing 

liabilities towards third parties. The accouktinq principies are the 

Same as those applicable to  qenerai account investments. as 
described in note2.8. 

I1 
I! 
I1 
ll 

IÌ 

I 
DERIVATIVES 

A. Definition 
Oerivatives are financial instruments of which the value changes in 
response to  an underlyinq variable. that reqbire little or no net initiai 

investment and are settled at a future date. 
Assets and iiabilities may include derivative-like terms and 

conditions. With the exception of features embedded in contracts 
held at fair value throuqh profit or 108s. embedded derivatives that 

are not considered closely related to the host contract are 

bifurcated. carried at fair vaiue and presented as derivatives. In 

assessinq whether a derivative-like feature IS closely related to the 

contract in which i t  is ernbedded, the Croup considers the simiiarity 

of the characteristics of the embedded derivative and the host 

contract. Embedded derivatives that transfer significant insurance 
risk are accounted for as insurance contracts. 

Derivatives with positive values are reported as assets and 

derivatives with neqative values are reported as llabiiities. 

Oerivatives for which the contractual obliqation can OnlV be settled 

by exchanqinq a fixed amount of cash for i l f ixed amount of AEGON 
N.V. equity instruments are accounted fod~ in shareholders' equity 
and are therefore discussed in the notes on equity. 

B. Measurement 
Ai1 derivatives are recoqnized on the balance sheet at fair vaiue. Ali 
chanqes in fair value are recoqnized in the income Slatemerit, unless 

the derivative has been designated as a hedqinq instrument in a 
cash flow hedqe or a hedqe of a net foreiqn investment. 

The fair vaiue is calcuiated net of the interest accrued to date and is 

based on market prices, when available. When market prices are not 

available. other valuation techniques. such as option pricing or 
stochastic modelinq, are appiied. The ValUatiOn techniques 

incorporate al1 factors that market participants would conqider and 

are based on observable market data, whenlavailable. 

C. Hedqe accountinq 
AS part of its asset liability management, the Group enters into 
economic hedqes to limit its risk exposure. These transactions are 
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assessed to determine whether hedqe accounting can and shouid be 

applied. 

To qualify for hedqe accountinq. the hedqe reiationship is desiqnated 

and formally documented at inception, detaiiing the particular risk 
manaqement objective and strateqy for the hedqe (which includes 

the item and risk that is beinq hedqed). the derivative that is beinq 

used and how hedqe effectiveness is beinq assessed. A derivative 

ha8 to be effective in accomplishinq the objective of offsetting either 

chanqes in fair value or cash flows lor  the risk being hedqed. The 

effectiveness of the hedqinq relationship is evaluated on a 
prospective and retrospective basis using quaiitative and 

quantitative measures o1 correlation. Oualitative methods may 

include comparison of critical terms of the derivative to the hedqed 
item. Ouantitative methods include a comparison of the changes in 

the fair value or discounted cash flow of the hedging instrument to  

the hedqed item, A hedqinq reiationship is considered effective i1 the 

actual results of the hedqe are within a ratio of 80% to 125%. 

For hedqe accounting purposes. a distinction is made between fair 

value hedqes, cashflow hedqes and hedqes of a net investment in a 

foreiqn operation. 
Fair vaiue hedqes are hedqes of a change in the fair value of an 

unrecognized firm cornrnitment or an asset or liabiiity that is not 
heid at fair value throuqh profit or loss. The hedged item is 

remeasured to fair value in respect of the hedqed risk and the 

resuitinq adjustment is recorded in the income statement. 

Cash flow hedqes are hedqes of the exposure to variability in cash 

flows that is attributable to a particular risk of a forecasted 
transaction or a recoqnized asset or liabiiity and couid affect profit 

or ioss. To the extent that the hedqe is effective, the change in the 

fair value of the derivative is recoqnized in the related revaluation 
reserve in shareholders' equity. Any ineffectiveness is recognized 

directly in the income statement. The amount recorded in 
shareholders' equity is released to the income statement to  coincideEz' 
with the hedqed transaction. except when the hedqed transaction'isC*'' 

I 
an acquisition of a non-financiai asset or iiabiiity. in this case, the r_ 

I:.' 
amount in shareholders' equity is included in the initial cost of tKè,,,q 
asset or liabiiity. 

Net investment hedqes are hedqes of currency exposure8 on a net,"..! 

investment in a foreiqn operation. To the extent that the hedqe,is !: e;, 
effective. the chanqe in the fair value of the hedqinq instrumentii9 i_,.l 
recoqnized in shareholders' equity. Any ineffectiveness is recognized' 

in the income statement. The amount in shareholders' equity is 

released to the income statement when the foreiqn operation is 
disposed of. 

Hedqe accounting is discontinued prospectively lor  hedqes that are 
no lonqer considered effective. When hedqe accounting is 

discontinued for a fair value hedqe, the derivative continues to be 

carried on the balance sheet with changes in its fair vaiue recoqnized 

:,,:, 

i 
I 
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in the income statement. When hedge accounting is discontinued for 

a cash fiow hedqe because the cash flow is no lonqer expected to 

occur. the accumulated qain or los8 in shareholders' equity is 

recognized immediately in the income statement. In other situations 

where hedge accounting is discontinued lo r  a cash flow hedqe. 

includinq those where the derivative is soid, terminated or exercised. 

accumulated gains or losses in shareholders' equity are amortized 

into the income statement when the income statement is impacted 

by the variability of the cash flow from the hedged item. 

INVESTMENTS IN ASSOCIATES 

Entities over which the Group has significant influence through 

power to  participate in financial and operatinq policy decisions. but 
which do not meet the definition of a subsidiary or joint venture, are 

accounted for using the equity method. Interests held by venture 
capital entities, mutual funds and investment funds that qualify as 

an associate are accounted for as an investment held at fair value 

through profit or loss. Interests held by the Group in venture capital 

entities. mutual funds and investment funds that are rnanaged on a 

fair value basis, are als0 accounted for as investments held at fair 
value throuqh profit or loss. 

Interests in associates are initially recoqnized at cost. which includes 
positive goodwill arising on acquisition. Neqative goodwill is recoqnized 

in the income statement on the acquisition date. If associates are 
obtained in successive share purchases, each significant transaction 

is accounted for separately. 
The carryinq amount is subsequentiy adjusted to  reflect the change 

in the Group's share in the net assets of the associate and is subject 
to impairment testing. The net assets are determined based on the 

GroupP accounting policies. Any qains and losses recorded directly 

in shareholders' equity by the associate are reflected in other 
reserves in shareholders' equity. while the share in the associate's 

net income is recoqnized as a separate iine item in the consolidated 
-income statement. The Group's share in iosses is recoqnized until the 

investment in the associate's equity and any other long-term interest 

-.that are part of the net investment are reduced to nil. unless 

i-guarantees exist. 
'Gains and losses on transactions between the Group and the 

' - - k o t i a t e  are eliminated to the extent of the Group's interest in the 
<Y, 
':'entitv, .. with the exception of losses that are evidence Of impairment 

, II. which are recoqnized immediately. Own equity instrurnents of 
AEGON N.V. that are held by the associate are not eliminated. 

On disposal of an interest in an associate, the difference between the 
net proceeds and the carryinq amount is recoqnized in the income 

statement and gains and losses previously recorded directiy in 
shareholders' equity are reversed and recorded throuqh the income 

statement, 

# . ,  

'... 1 

, . ,  

.............................................. i 

REINSURANCE ASSETS 

Reinsurance contracts are contracts entered int0 by the Group in 

order to receive compensation for losses on contracts written by the 

Group (outgoinq reinsurance). For contracts transferring sufficient 

insurance risk, a reinsurance asset is recoqnized for the expected 

future benefits, iess expected future reinsurance premiums. 

Reinsurance contracts with insufficient insurance risk transfer are 

accounted lor  as investment or service contracts, depending on the 

nature of the agreement. 

Reinsurance assets are measured consistently with the amounts 
associated with the underiyinq insurance contracts and in 

accordance with the term8 of each reinsurance contract. They are 
subject to impairment testing and are derecognized when the 

contractual riqhts are extinquished or expire or when the contract 

is transferred to another party. 

DEFERREDEXPENSESANDREBATES 

A. Deferred policy acquisition costs 

DPAC relates to insurance contracts and investment contracts with 

discretionary participation features and represents the variable 
casts that are related to  the acquisition or renewal of these 

contracts. 
Acquisition costs are deferred to the extent that they are recoverable 
and are subsequently amortized based on either the expected future 

premiums ar the expected gross profit rnarqins. For products sold in 

the United States and Canada with amortization based on expected 

qross profit margins, the amortization period and pattern are 
reviewed at each reportinq date and any change in estimates is 

recognized in the income statement. Estimates include. but are not 

iimited to: an economic perspective in terrns of future returns on 

bond and equity instruments. mortality, disability and lapse 
assumptions, maintenance expenses and expected inflation rates. 

For ali products, DPAC is assessed for recoverability at least annualiy 
on a country-by~country basis and is considered in the liability 

adequacy test for each reporting period. If appropriate, the 

assumptions included in the determination of estimated qross profits 
are adjusted. The portion of DPAC that is determined not to be 

recoverable is charged to the income statement. 

When unreaiized gains or losses arise on available-for-sale assets. 

DPAC is adjusted to equal the effect that the realization of the qains 
or losses would have had on its measurement. This is recognized 

directly in the related revaluation reserve in shareholders' equity. 

DPAC is derecoqnized when the related contracts are settled ar 

disposed of. 

B. Deferred transaction costs 
Deferred transaction casts relate to  investment contracts without 

discretionary participation features under which AEGON wil1 render 
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investment management services. Incremental costs that are directly 
attributable to securinq these investment management contracts are 

recoqnized as an asset if they can be identified separately and 
measured reliably and if i t  is probable that they wil1 be recovered. 

For contracts involvinq both the oriqination of a financial liability and 

the provision of investment management services, only the 

transaction costs allocated to the servicinq component are deferred. 
The other transaction costs are included inithe carryinq amount of 

the financial liability. 

The deferred transaction costs are amortized in line with fee income. 
unless there is evidence that another method better represents the 

provision of services under the contract. Deferred transaction costs 

are subject t o  impairment testinq at least annually. 

C. Deferred interest rebates 

An interest rebate is a form of profit sharinq whereby the Group 
qives a discount on the premium payable (usuaiiy single premium) 

based on the expected surplus interest that wil1 be earned on the 

contract. The expected surplus interest is calculated with reference 

to a portfolio of qovernment bonds. The rebate can be subject to 
additional conditions concerninq aCtual returns or the continuation 

Interest rebates that are expected to be recovered in future periods 

are deferred and amortized as the surplus interest is realized. They 

are considered in the liability adequacy teSi fOr insurance liabilities. 

I, 

I1 

ll 

u 
I 

I .  
I1 

i1 
ll 

I I. 
1; 

1 

ll 
li 

ll 

of the policy for a specified number of years. N 

I1 

ll 
11 

I1 

OTHER ASSETS AND RECEIVABLES 
I1 
ll 

Other assets include trade and other receivables, prepaid expenses 
and fixed assets other than property. Trade and other receivables 

are initiaiiy recoqnized at fair value and areisubsequently measured 
at amortized cost. Fixed assets are initially carried at cost. 

depreciated on a straight line basis over their useful life to  their 
residuai value and are subject to impairment testinq. 

CASH AND CASH EQUIVALENT5 

I1 

11 

11 

~l 
I1 
ll 
u 

Cash comprises cash at banks and in-hand. Cash equivalents are 

short-term, hiqhly liquid investments that are readily convertible to 

known cash amounts. are subject to insiqnificant risks of changes in 
value and are held for the purpose of r+etinq short-term cash 

requirements. Money market investments that are held for 

investment purposes (backing insurancd liabilities. investment 

liabilities or equity based on asset liability management 
considerations) are not included in cash and cash equivalents but are 

presented as investment or investment for account of policyholders. 

11 

i1 

I1 
li IMPAIRMENT OF ASSETS 

An asset is impaired if the carryinq amount exceeds the amount that 

would be recovered through its use or sale. For tanqible and 

intanqible assets, financial assets and reinsurance assets, if not held 
at fair value throuqh profit or loss, the recoverable amount of the 

asset is estimated when there are indications that the asset may be 

impaired. irrespective of the indications, goodwill and other 

intanqible assets with an indefinitive useful life that are not 

amortized. are tested at least annually. 

A. Impairment of non-financlal assets 

Assets are tested individually for impairment when there are 

indications that the asset may be impaired. The impairment loss is 
calculated as the difference between the carryinq and the 

recoverable amount of the asset, which is the higher of an asset's 

value in use and its net sellinq price. The value in use represents the 
discounted future net cash flows from the continuinq use and 

ultimate disposal of the asset and reflects al1 its known inherent risks 
and uncertainties. 

Impairment losses are charqed to shareholders' equity to the extent 
that they offset a previously recorded revaluation reserve relatinq to 

the same item. Any further losses are recoqnized directly in the 

income statement. 
With the exception of qoodwill, impairment losses are reversed when 

there is objective evidence that there has been a change in the 
estimates used to determine the asset's recoverable amount since 

the recoqnition of the last impairment loss. The reversal i s  
recoqnized in the income statement to the extent that it reverses 

impairment losses previously recoqnized in the income statement. 
The carryinq amount after reversal cannot exceed the amount that 

would have been recoqnized had no impairment taken place. 

Assets that only qenerate cash flows in combination with other 
assets and liabilities are tested for impairment at the level of the 

cash-qeneratinq unit. When impairinq a cash-qeneratinq unit, any 

goodwill allocated to the unit is first written-off and recoqnized in 
the income statement. The remaininq impairment loss is allocated on. 

a pro rata basis amonq the other assets, on condition that t 
resultinq carryinq amounts do not fall below the individual asset 
recoverable amounts. With the exception of qoodwill. impairme 

losses on non-financial assets can be reversed. 

B. Impairment of debt instruments 

Debt instruments are impaired when it is considered probable th  
not al1 amounts due wil1 be collected as scheduled. Individually?, 

significant loans and other receivables are first assessed separately. 
Al1 non-impaired assets measured at amortized cost are then 

qrouped by credit risk characteristics and collectively tested for 
impairment. 

For debt instruments carried at amortized cost. the carryinq amount 
of impaired financial assets is reduced throuqh an allowance 

account. 

,Y', 
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The impairment loss is calculated as the difference between the 

carryinq and recoverable amount of the investment. The recoverable 
amount is determined by discountinq the estimated probable future 

cash flows at the oriqinal effective interest rate of the asset. For 

variable interest debt instruments, the current effective interest rate 
under the contract is applied. 

For debt instruments classified as avaiiable~for~sale, the asset is 
impaired to  its fair value. Any unreaiized qain or loss previously 

recoqnized in shareholders' equity is taken to  the in the income 

statement in the impairment loss. After impairment the interest 
accretion on debt instruments that are classified as available-for- 

sale is based on the rate of return that would be required by the 

market for similar rated instruments at the date ofimpairment. 

Impairment losses recoqnized for debt instruments can be reversed 

if in subsequent periods the amount of the impairment loss 

decreases and that decrease can be related objectively to a credit 

related event occurrinq after the impairment was recoqnized. For 

debt instruments carried at amortized COSt. the carryinq amount 
after reversai cannot exceed its amortized cost at the reversal date. 

C. Impairment of equity instruments 

For equity instruments. a significant or prolonqed decline in fair 

value below initia1 cost is considered objective evidence of 
impairment and always results in a toss beinq recoqnized in the 

income statement. Equity investments are impaired to  the asset's 

fair value and any unrealized qain or lass previously recoqnized in 
shareholders' equity is taken to  the in the income statement in the 

impairment loss. The amount exceedinq the balance of previously 

recoqnized unrealized qains or loss is recoqnized in the income 

statement. 
Impairment losses on equity instruments cannot be reversed. 

'DJ Impairment of reinsurance assets 

'Réinsurance assets are impaired if there is objective evidence. as a 

result of an event that occurred after initiai recoqnition of the 
li;.einsurance asset. that not al1 amounts due under the t e r m  of the 

oontract wil1 be received and the impact of the event on the amount 

'ia be received from the reinsurer can be reliably measured. 

'Impairment losses are recoqnized in the income statement. 

, . .  

.. 

.... . . ,  .... 

EOUITY 

Financial instruments that are issued by the Group are classified as 
equity if they represent a residual interest in the assets of the Group 
after deductinq ali of its liabilities. In addition to common shares and 

preferred shares, the Group has issued perpetual securities that are 
classified as equity, rather than as debt. as these Securities have no 

final maturity date, repayment is at the discretion of AEGON and 
AEGON has the option to  defer coupon payments at its discretion. 

These securities are measured at par and those that are denominated 
in US dollars are translated usinq historica1 exchange rates. 

Incremental external costs that are directly attributable to the 

issuinq or buyinq back of own equity instruments are recoqnized in 
equity, net of tax. 

Dividends and other distributions 10 holders of equity instruments 
are recoqnized directly in equity, net of tax. A liability for non- 

cumulative dividends payable is not recoqnized unti l the dividends 

have been declared and approved. 

Treasury shares are own equity instruments reacquired by the 

Group. They are deducted from shareholders' equity, reqardless of 

the objective of the transaction. No qain or loss is recoqnized in the 

income statement on the purchase, sale, issue or cancellation of the 

instruments. If soid. the difference between the carryinq amount and 

the proceeds is reflected in retained earninqs. The consideration 

paid or received is recoqnized directly in shareholders' equity. AII 

treasury shares are eliminated in the calculation of earninqs per 
share and dividend per share. 

TRUST PASS-THROUGH SECURITIES. SUBORDINATED 

BORROWINGS AND OTHER BORROWINGS 

A financial instrument issued by the Group is classified as a liability 

if the contractual obliqation must be settled in cash or another 
financial asset or throuqh the exchange of financial assets and 

liabilities at potentially unfavorable conditions for the Group. 
Trust pass-throuqh securities, subordinated loans and other 

borrowinqs are initially recoqnized at their fair value and are 

subsequently carried at amortized cost usinq the effective interest 
rate method. with the exception of specific borrowinqs that are 
desiqnated as at fair value throuqh profi l  or loss to  eliminate, or 

siqnificantly reduce, an accounting mismatch, or specific borrowinqs 

which are carried as at fair value throuqh the profit and loss as part 
of a fair value hedqe relationship. The liability is derecoqnized when 

the Group's obliqation under the contract expires or is discharqed or 
cancelled. 

INSURANCE CONTRACTS 

Insurance contracts are contracts under which the Group accepts a 

significant risk - other than a financial risk - from a policyholder by 

aqreeinq to compensate the beneficiary on the occurrence of an 

uncertain future event by which he or She wil1 be adversely affected. 

Contracts that do not meet this definition are accounted for as 
investment contracts. The Group reviews homoqeneous books of 

contracts to  assess whether the underlyinq contracts transfer 
significant insurance risk on an individuai basis. This is considered 
the case when at least one scenario with commercial substance can 

be identified in which the Group has to pay significant additional 
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benefits to the policyholder. Contracts that have been classified as 
insurance are not reclassified subsequently. 11 

I1 es are recoqnized when the contract is entered int0 

and the premiums are charqed. The liabilit: is derecoqnized when 
11 

the contract expires, is discharqed or is cancelled. 
11 

Insurance assets and liabiiities are vaiued in accordance with the 
I1 

accounting principles that were applied by the Group prior to the 
11 

transition to IFRS. as further described in t6e foliowinq paraqraphs. 

In order to reflect the specific nature of the products written, 

subsidiaries are allowed to apply local accounting Drinciples to the 

measurement of insurance contracts. Alt vadation rnethods used by 
the subsidiaries are based on the genera1 principle that the carryinq 

amount of the net liability must be sufficient'to meet any reasonably 
foreseeable obliqation resultinq from the insurance contracts. 

I I .  , .  

!I 

I1 
I1 

A. Life insurance contracts I 
I1 

I 

I 
Life insurance contracts are insurance contracts with quaranteed 
life-contingent benefits. The measurement of the liability lor life 

insurance contracts varies dependinq on the nature of the product. 

Some products, such as traditional life ljnsurance products in 
continental Europe and products in the Ukited States, for which 

account terms are fixed and quaranteed, are measured usinq the net 
premium method. The liability i s  determined as the sum of the 

discounted value of the expected benefits and future administration 
expenses directly related to the contract, iess the discounted vaiue 

of the expected theoretica1 premiums that would be required to meet 
the future cash outflows based on the valult ion assumptions used. 

The liability is  either based on current ass,umptions or calculated 
usinq the assumptions established at the time the contract was 

issued. in which case a marqin lor risk and adverse deviation is 

generally included. A separate reserve for lonqevity may be 

established and included in the measurement of the liability. 
Furthermore, the liability lor iife insurance\comprises reserves for 

unearned premiums and unexpired risks ias wel1 as for claims 

outstandinq. which includes an estimate of the incurred claims that 

have not yet been reported to the Group. 
Other products with account terms that arelnot fixed or quaranteed 

are generally measured at the poiicyho(der's account balance. 

Depending on local accounting principles, the liability may include 

amounts lor future services on contracts where the policy 
administration charges are higher in the initia1 years than in 

subsequent years. In establishing the iiability. quaranteed minimum 

benefits issued to the policyholder are measured as described in 

One insurance product in the United State! is carried at fair value 

throuqh profit or loss as i t  contains an embedded derivative that 

I 

11 

ll 

I1 

I1 
I1 

ll 

I1 
J 

ll 

I1 

I1 

2.19~ or, i1 bifurcated from the host contract, I1 as described in 2.10. 

ll 

I1 

could not be reliably bifurcated. The fair value of the contract is 

measured usinq market consistent valuation techniques. 

B. Life lnsurance contracts for account of pollcyhoiders 

Life insurance contracts under which the policyholder bears the risks 
associated with the underiyinq investments are ciassified as 

insurance contracts for account of policyholders. 
The liability for the insurance contracts for account of policyholders 

is measured at the policyholder account balance. Contracts with 

unit-denominated payments are measured at current unit values. 
which reflect the fair values of the assets of the fund. I1 applicable. 

the liability representinq the nomina1 value of the policyholder unit 

account is  amortized over the term of the contract 50 that interest 
on actuarial fundinq is at an expected rate of return. 

C. Embedded derivatives and particlpation features 

Life insurance contracts typically include derivative-like terms and 
conditions. With the exception of policyholder options to surrender 

the contract at a fixed amount, contractual features that are not 

closely related to the insurance contract and that do not themselves 
meet the definition of insurance contracts are accounted lor as 

derivatives. i f  the embedded derivative cannot be reiiably bifurcated, 
the entire insurance contract is carried at fair vaiue throuqh profit 

or Ioss. 
Other terms and conditions. such as participation features and 

expected lapse rates are considered when establishinq the insurance 
liabilities. Where the Group has discretion over the amount or timinq 

of the bonuses distributed resultinq from participation features, a 

liability is recoqnized equal to the amount that is avaiiable at the 

balance sheet date lor future distribution to policyholders. 

Guaranteed minimum benefits 
The Group issues life insurance contracts, which. as a rule, do n@ 

expose the Group to interest risk as the account terms are not fix&? 
l or quaranteed or because the return on the investments held i% 

IL1 
passed on to the policyholder. However, in some cases thef$;! 

contracts may contain quaranteed minimum benefits. An additional 
iiability for life insurance is estabiished for guaranteed rn in imuw 

benefits that are not bifurcated. Bifurcated quaranteed minimum* 

benefits are classified as derivatives. 
In the United States the additional liability for quaranteed minimum'! 

benelits that are not bifurcated is determined each period by 

estimatinq the expected value of benefits in excess of the projected 
account balance and recoqnizinq the excess over the accumulation 

period based on total expected assessments. The estimates are 

reviewed reqularly and any resultinq adjustment to the additional 
liability is  recoqnized in the income statement. 

gJ 
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The benefits used in calculatinq the liabilities are based on the 

averaqe benefits payable over a range of stochastic scenarios. Where 

applicable. the calculation of the liability incorporates a percentage 

of the potential annuitizations that may be elected by the contract 

holder. 

In the Netherlands. an additional liability is established for quaranteed 

minimum benefits that are not bifurcated on qroup pension plans, 

based on stochastic modelinq. The liability is measured by applyinq 
the accrual method based on market assumptions less actual claims 

incurred. A corridor for the provision is determined reqularly based on 
stochastic modelinq methods. If the provision develops outside the 

corridor, a charge or credit is recoqnized in the income statement. 

Due to the nature of the product, these quarantees have a long-term 

horizon of 30 to 60 vears. 

D. Shadow accountinq 

Shadow accounting ensures that al1 qains and losses on investments 

affect the measurement of the insurance assets and liabilities in the 
Same way. reqardless of whether they are realized or unrealired and 

reqardless of whether the unrealized qains and losses are recoqnized 
in the income statement or directly in equity in the revaluation 

reserve. In some instances. realized qains or losses on investments 

have a direct effect on the measurement of the insurance assets and 
liabilities. For example, some insurance contracts include benefits 
that are contractually based on the investment returns realized by 

the insurer. In addition. realization of qains or losses on available-for- 

sale investments can lead to unlockinq of VOBA or DPAC and can 

also affect the outcome of the liability adequacy test to the extent 
that i t  considers actual future investment returns. For similar 

chanqes in unrealized qains and losses, shadow accounting is 
applied. If an unrealized qain or loss triqqers a shadow accounting 

adjustment to VOBA, DPAC or the insurance liabilities, the 
'?torresponding adjustment is recoqnized in shareholders' equity in 

the revaluation reserve, toqether with the unreaiized qain or loss. 

.... ~Some profit sharinq schemes issued by the Group entitle the 

,,.policyholder to a bonus which is based on the actual total return on 

: specific assets held. To the extent that the bonus relates to qains on 
'..-iavailable-for-sale investments for which the unrealized gains are 

.--'recoqnized in the revaluation reserve in equity. shadow accounting is  

"""applied. : ... This means that the increase in the liability i s  als0 charqed 

to equity to offset the unrealized qains rather than to the income 
statement. 

.. , 

#. . I .I< 

... , .  , 

. -  

E. Liability adequacy testinq 

At each reportinq date the adequacy of the life insurance liabilities, 
net of VOBA and DPAC. is assessed usinq the existing liability 

adequacy test that is acceptable under local accounting principles. 

Additional recoverability tests for policies written in the last year 

may also result in los8 recoqnition. 

Life insurance contracts for account of policyholders and any related 

VOBA and DPAC are considered in the liability adequacy test 

performed on insurance contracts. To the extent that the account 
balances are insufficient to meet future benefits and expenses, 

additional liabilities are established and included in the liability for 

life insurance. 
Al1 tests performed within the Group are based on current estimates 

of al1 contractual future cash flows. includinq related cash flows and 
poiicyholder options and quarantees. A number of valuation methods 

are applied, includinq discounted cash flow methods, option pricinq 

model8 and stochastic modelinq. Aqqreqation levels and the level of 

prudence applied in the test are consistent with local requirements. 

TO the extent that the tests involve discountinq of future cashflows. 

the interest rate applied may be prescribed by the local regulator or 

may be based on management's expectation of the future return on 
investments. In the Netherlands, the discount rate is the lower of the 

tariff rate and management's prudent assumption based on current 

market interest rates. 
Any resultinq deficiency is  recoqnized'in the income statement. 

initially by impairinq the DPAC and VOBA and subsequently by 

establishinq a technica1 reserve for the remaininq loss. In subsequent 
periods, the liability for a block of business that has failed the 

adequacy test i s  based on the assumptions that are established at 
the time of los8 recoqnition. The assumptions do not include a 
marqin for adverse deviation, unless required under local accounting 

policies. Impairment losses resultinq from liability adequacy testinq 

can only be reversed if allowed by local accounting principles. 

F. Non-life insurance contracts 

Non-life insurance contracts are insurance contracts where the 
insured event is not life-contingent. For non-life products the insurance 

liability qenerally includes reserves for unearned premiums, 

unexpired risk, inadequate premium levels and outstandinq claims 
and benefits. No catastrophe or equaiization reserves are included in 

the measurement of the liability. 

The reserve for unearned premiums includes premiums received for 

risks that have not vet expired. Generally the reserve i s  released 
over the term of the contract and is  recoqnized as premium income. 

The liability for outstandinq claims and benefits is established for 

claims that have not been settled and any related cash flows, such 

as claims handlinq costs. It includes claims that have been incurred 
but have not been reported to the Group. The liability is calculated a t  

the reportinq date usinq statistical methods based on empirica1 data 

and current assumptions that may include a marqin for adverse 
deviation. Liabilities for claims subject to periodic payment are 

calculated usinq actuarial methods consistent with those applied to 

. . ., 
l 

i 
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plus the current unearned premium reserve. 

INVESTMENT CONTRACTS 

are als0 carried at fair value throuqh profit ar lass. Al1 other 

contracts are carried at amortired cast. 

The contracts are initially recognized at transaction price less, in the 
case of investment contracts not carried at fair value throuqh profit 

or loss. any transaction casts directly attributable to the issue of the 

contract. Fees and commissions incurred with the recoqnition of a 
contract held at fair value throuqh profit or loss and that are nat 

related to investment management services provided under the 
contract are recoqnized immediately in the income statement. 

Subsequently. contracts desiqnated as at fair value throuqh profit ar 

loss are measured at fair value, which generally equals the 
contractholder's account value. Al1 chanqes in the fair value are 

recoqnized in the income statement as incurred. Other investment 

contracts without discretionary participation features are carried at 

amortized cost based on the expected cash flows and usinq the 

effective interest rate method. The expected future cash flows are 
re-estimated at each reportinq date and the carryinq amount of the 

financial liability is recalculated as the present value of estimated 

future cash flows usinq the financial liability's oriqinal effective 
interest rate. Any adjustment is  immediately recoqnized in the 

income statement. 

The consolidated financial statements provide information on the 
fair value of al1 financial liabilities, includinq those carried at 

amortized cast. As these contracts are nat quoted in active markets, 

their value is  determined by usinq valuation techniques, such as 
discounted cash flow methods and stochastic modeling. For 

investment contracts that can be cancelled by the policyholder. the 

fair value cannot be less than the surrender value. 

C. Investment contracts for account of policyholders 

Investment contracts for account of policyholders are investment 
contracts lor which the actual return on investments allocated to  the 

contract is passed on to the policyholder. Als0 included are; 
I b.!-:, 

participations held by third parties in consolidated investment fund?; 

that meet the definition of a financial liability. <z., 
Investment contracts for account of policyholders are desiqnated ásii 

at fair value throuqh profit ar loss. Contracts with unit-denominatèdi 

payments are measured at current unit values, which reflect the f?$ 
vaiues of the assets of the fund. 

For unit-iinked contracts without discretionary participation feature?;1 

and subject to actuarial fundinq, the Group recoqnizes a liability at! 

the funded amount of the units. The difference between the qross 
value of the units and the funded value is treated as an initia1 fee 

paid by the policyholder for future asset manaqement services and 
is deferred. It is subsequently amortized over the life of the contract 

ar a shorter period, i1 appropriate. 

~... 
~ ...-  C. 1 
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Notes to  the consolidated financial statements of AEGON Group Note 2.21 - 2.29 

................................................................................................ 
PROVISIONS 

A provision is recoqnized for present leqal or constructive 

obligations arisinq from past events, when it is probable tnat it wil1 

result in an outflow of economic benefits and the amount can be 

reliably estimated. 

The amount recoqnired as a provision is the best estimate of the 

expenditure required to settle the present obiiqation at the balance 

sheet date, considerinq al1 its inherent risks and uncertainties, as 

wel1 as the time value of money. The unwindinq of the effect of 
discountinq is recorded in the income statement as an interest 

expense. 

Onerous contracts  
With the exception of insurance contracts and investment Contracts 

with discretionary participation features for which potential future 
losses are already considered in  establishinq the liability, a provision 

is recoqnized for onerous contracts in which the unavoidable COStS 

of meeting the resultinq obliqations exceed the expected future 

economic benefits. 

ASSETS AND LIABILITIES RELATING 

TO EMPLOYEE BENEFITS 

A. Short-term employee benefits 
A liability is recoqnized for the undiscounted amount of short-term 

employee absences expected to  be paid within one year after the 
end of the period in which the service was rendered. Accumulatinq 

short-term absences are recoqnized over the period in which service 
is provided. Benefits that are not service-related are recoqnized 

when the event that qives rise to the obliqation occurs. 

B. Post-employment beneflts 
The Group has issued defined contribution plans and defined benefit 

,--plans. ... A plan is classified as a defined contribution plan when the 
;,...Group has no further obliqation than the payment of a fixed 

' contribution. Al1 other plans are classified as defined benefit plans. 
.... 
I .. , .., 
,-. , : \.. 

Def ined cont r ibu t ion  plans 
, ,;The contribution payable to a defined contribution plan for services 

i:)provided is recognized as an expense in the income statement. An 

i?asset is recoqnized to the extent that the contribution paid exceeds 
<= the amount due for services provided. 

- .  

i ~.. 

Def ined benef i t  p lans 
The defined benefit obliqation i s  based on the terms and conditions 

of the plan applicable on the balance sheet date. Plan improvements 
are charqed directly to the income statement, unless they are 

conditional on the continuation of employment. In this case the 

related cost is deducted from the liability as past service cost and 
amortized over the vesting period. In measurinq the defined benefit 

obliqation the Group uses the projected unit credit method and 
actuarial assumptions that represent the best estimate of future 

variables. The benefits are discounted usinq an interest rate based 

on the market yields for hiqh-quality corporate bonds on the balance 

sheet date. 

Plan assets are qualifyinq insurance polities and assets held by long- 
term employee benefit funds that can only be used to pay the 

employee benefits under the plan and are not available to the 
Group's creditors. They are measured at fair value and are deducted 

in determining the amount recoqnized on the balance sheet. 
The cost of the plans is determined at the beqinning of the year, 

based on the prevalent actuariai assumptions, discount rate and 
expected return on plan assets. Changes in assumptions, discount 

rate and experience adjustments are not charqed to the income 

statement in the period in which they occur, but are deferred. 

The unrecoqnized actuarial qains and losses are amortized in a 
straight line over the averaqe remaininq workinq life of the 

employees covered by the plan, to the extent that the qains or losses 

exceed the corridor limits. The corridor is defined as ten percent of 
the qreater of the defined benefit obliqation or the plan assets. The 
amortization charge is reassessed at the beqinninq of each year. The 

corridor approach described above was not applied retrospectively 

to periods prior to the transition to IFRS (January 1. 2004). 

C. Share-based payments 
The Group has issued share-based plans that entitle employees to 
receive equity instruments issued by the Group or cash payments 

based on the price of AEGON N.V. common shares. Some plans 

provide employees of the Group with the choice of settlement. 

For share option plans that are equity-settled, the expense 
recoqnized is based on the fair value on the qrant date of the share 

options. which does not reflect any performance conditions other 

than conditions linked to  the price of the Group's shares. The cost is 
recoqnized in the income statement, toqether with a correspondinq 

increase in shareholders' equity, as the services are rendered. Durinq 

this period the cumulative expense recoqnired at the reportinq date 

reflects management's best estimate of the number of shares 
expected to vest ultimately. 

Share appreciation riqht plans are initially recoqnized at fair value at 
the qrant date, taking into account the terms and conditions on 

which the instruments were qranted. The fair value is expensed over 

the period unti l vesting, with recoqnition of a correspondinq liability. 
The liabiiity is remeasured at each reportinq date and at the date of 
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substantively enacted by the reportinq date. 

B. Deferred tax  assets and liabilities 

Deferred tax assets and liabilities are 

A provision is  recoqnized for present leqal or constructive obligations 

arisinq from past events, when i t  is  probable that i t  wil1 result in an 

outflow of economic benefits and the amount can be reliably 

estimated. If the outflow of economic benefits is not probable, a 
contingent liability is disclosed, unless the possibility of an outflow of 

economic benefits is rernote. 

PREMIUM INCOME 

Gros8 premiums, includinq recurrinq and sinqle premiums, from life 

and non-life insurance and investment contracts with discretionary 
participation features are recognized as revenue when they become 

receivable. Not reflected as premium income are deposits from 

certain products that are sold only in the United States and Canada, 
such as deferred annuities. For these products the surrender charqes 

and charqes assessed have been included in qross premiums. 

Premium loadinqs for installment payments and additional payrnents 

by the policyholder towards costs borne by the insurer are included 
in the qross premiums. Rebates that form part of the premium rate, 

such as no-claim rebates. are deducted from the qross premium: 
others are recoqnized as an expense. Depending on the applicable 

local accountinq principles. bonuses that are used to increase the 

insured benefits may be recoqnized as qross premiums. 

INVESTMENT INCOME 

For interest-bearinq assets, interest is recoqnized as i t  accrues and is 

calculated usinq the effective interest rate method. Fees and 

commissions that are an inteqral part of the effective yield of the 
financial assets or liabilities are recoqnized as an adjustment to the 

effective interest rate of the instrument. 
Investment income als0 includes dividend5 accrued and rental 
income due. as wel1 as fees received for security lendinq. 

FEE AND COMMISSION INCOME 

Fees and commissions from investment management services a 

mutuai funds, and from saies activities are recoqnized as revenue ' 
over the period in which the services are performed or the saiesi" , ,.y! 
have been closed. 

POLICYHOLDER CLAIMS AND BENEFITS 

Policyholder claims and benefits consists of claims and benefits paid <:i,:' 
to policyholders. includinq benefit claims in exces8 of account vaiue.Ì--' 

for products for which deposit accounting is  applied and the chanqe 
in the valuation of liabilities for insurance and investment contracts. 

I t  includes internal and external claims handlinq costs that are 

directly related to the processing and settlement of claims. Amounts 

receivable in respect of salvaqe and subrogation are als0 considered. 

I . ~ .  

recoqnized for the estimated 

. .  
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Notes to the consolidated financial statements of AEGON Group Note 2.30 - 3 

................................................. 
NET FAIR VALUE AND NET FOREIGN 

EXCHANGE GAINS AND LOSSES 

Net fair value and net foreiqn exchange gains and losses include fair 
vaiue changes of qeneral account financial assets and liabilities 

carried at fair value throuqh profit or ioss. foreiqn exchange results 

and fair vaiue changes of derivatives for which hedqe accounting is 
applied. excludinq the ineffective portion. lt also includes fair value 

changes for hedqing derivatives for which no hedqe accounting is 
applied but the economically hedqed underiyinq assets or liabilities 

are valued at  fair value throuqh profit or loss. Fair vaiue and foreign 

exchange gains and iosses are aqqreqated to  net qains or net losses 

by country, per type of instrument. 

NET GAINS AND LOSSES ON INVESTMENTS 

Gains and losses on investments include realized qains and Iosses on 

qeneral account financial assets. other than those classified as at 
fair value throuqh profit or loss. and qains and losses on investments 

in real estate. It als0 includes fair value changes for hedginq 
derivatives for which no hedge accountinq is applied and the 

economically hedqed underlyinq assets or liabilities are not valued 

at fair value throuqh profit or loss. Derivatives included in qains and 

losse8 on investments are considered economic hedqes of certain 

exposures related to an existing asset or liability and are part of the 
Group’s asset liability management. Gains and losses on investments 

also include the ineffective portions of hedqe transactions. 

The gains and losses on investments are agqreqated to net qains or 

net losses by country, per cateqory of financial assets and. in the 

case of available-for-sale financial assets, per type of instrument 
included in the cateqory as reported in note 7 of the consolidated 

financial statements. 

IMPAIRMENT CHARGES 
, .. . 
-~-lmpairment charges on investments in financial assets are disclosed 

, i n  note 41. Other impairment charges are included in fair value and 
<..,i 

oreiqn exchange losses. 

‘w LEASES 

‘-.“Arranqements .... that do not take the form of a lease but convey a riqht 

-70 --. use an asset in return for a payment are assessed at inception to 
I ,.determine whether they are, or contain, a lease. This involves an 

assessment of whether fulfilment of the arrangement is dependent 

on the use of a specific asset and whether the purchaser (lessee) has 

the riqht to control the use of the underlyinq asset. 
Leases that do not transfer substantially al1 the risks and rewards of 

ownership are classified as operatinq leases. 
Payments made under operatinq leases, where the Group is the 

lessee, are charqed to  the income statement on a straiqht line basis 

over the period of the lease. 

t . ,  

lY 

............................................... 
Where the Group is the lessor under an operatinq lease, the assets 

subject t o  the operating lease arrangement are presented in the 

balance sheet accordinq to the nature of the asset. Income from 

these leases are recoqnized in the income statement on a straight 

line basis over the lease term, unless another systematic basis is 

more representative of the time pattern in which use benefit derived 
from the leased asset is diminished. 

i 
EVENTS AFTER THE BALANCE SHEET DATE 

The financial statements are adjusted to  reflect events that occurred 

between the balance sheet date and the date when the financial 

statements are authorized for issue, provided they qive evidence of 

conditions that existed at the balance sheet date. 

Events that are indicative of conditions that arose after the balance 

sheet date are disclosed. but do not result in an adjustment of the 

financial statements themseives. 

CRITICAL ACCOUNTING ESTIMATES AND ~ 

JUDGMENT IN APPLYING ACCOUNTING POLICIES 

i Application of the accounting policies in the preparation of the 

financial statements requires management to  appiy judgment 

involvinq assumptions and estimates concerninq future results or 

other developments, includinq the likelihood. t iming or amount of 
future transactions or events. There can be no assurance that actual 
results wil1 nat differ materially from those estimates. Accounting 

policies that are critical t o  the financial statement presentation and 

that require complex estimates or significant judgment are described 

in the followinq sections. 

Valuation of assets and liabilities arisinq from life 

insurance contracts 
The liability for life insurance contracts with quaranteed or fixed 

account terms is either based on current assumptions or on the 
assumptions established at inception of the contract, reflectinq the 

best estimates at the time increased with a margin for adverse 
deviation. Al1 contracts are subject to liability adequacy testinq 

which reflects management’s current estimates of future cash flows. 

To the extent that the liability is based on current assumptions. a 

change in assumptions wil1 have an immediate impact on the income 
statement. Also. if a change in assumption results in the failure of 

the liability adequacy test, the entire deficiency is recoqnized in the 

income statement. In the event that the failure relates to unrealized 

qains and losses on available for sale investments, the additional 
liability is recoqnized in the revaluation reserve in equity. 

Some insurance contracts without a quaranteed or fixed account 
term contain guaranteed minimum benefits. Dependinq on the 

nature of the quarantee, it may either be bifurcated and presented 

as a derivative or be reflected in the value of the insurance iiability 

I 
I 

! 
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I 
in accordance with local accountinq principles. Given the dynamic 

under a variety of market return scenarios are often used for 
measurement purposes. Such models require management to make 

numerous estimates based on historica1 experience and market 

eupectations. Changes in these estimates wil1 immediately affect the 

income statement. 

In addition. certain acquisition costs related to the sale of new 

poiicies and the purchase of policies already in force are recorded as 

DPAC and VOBA assets respectively and are amortized to the income 
statement over time. If the assumptions 'relatinq to the future 

profitability of these policies are not realired, the amortization of 
these Costs could be accelerated and may even require write offs due 

to unrecoverability. 

The rnain assumptions used in measurinq I1 DPAC. VOBA and the 
Actuar ia l  assurnptions 

liabilities for life insurance contracts with fixbd or quaranteed terms 

relate t o  mortality, morbidity. investment return and future expenses. 
Depending on local accountinq principles. surrender rates may be 

considered. 
Mortaiity tables applied are qenerally developed based on a blend of 

company experience and industry wide studies, takinq into 

target market and past experience. Mortality experience is monitored 

throuqh reqular studies, the resuits of which are fed into the pricinq 
cycie for new products and reiiected in the i i lbi l i ty calculation when 

appropriate. For contracts insurinq survivorship, allowance may be 

made for further lonqevity improvements. Morbidity assumptions 
are based on own claims severity and frequency experience. adjusted 

where appropriate for industry information. 

investment assumptions are either prescribed by the local regulator 
or based on management's future expectatiöns. In the latter case, 

the anticipated future investment returns are set by management on 

a countrywide basis, considerinq avaiiable market information and 

economic indicators. A significant assumption reiated to estimated 
qross profits on variable annuities and ?ariabie life insurance 

products in the United States. Canada and some of the smaller 

country units, is the annual long-term qrowth, rate of the underlyinq 

assets. As equity markets do not move in "a systematic manner, 

assumptions as to the lonq-term qrowth rate are made after 
considerinq the effects of short-term variances from the long-term 

assumptions (a reversion to the mean assurnption). The 

reconsideration of this assumption rnay afiec; the oriqinal DPAC or 
VOBA amortization schedule, referred t o l  as DPAC or VOBA 

unlocking. The difference between the ori i inal DPAC or VOBA 
amortization schedule and the revised schedule, which is based on 

and complex nature of these quarantees: I1 stochastic techniques 

ll 

ll 
I1 

I1 
1 

11 

I1 
1 

I 
ll 
ll 

I1 
11 

consideration product characteristics, own l .  risk selection criteria, 
I1 
r 

U 

I1 

I1 
I1 
ll 

ll 

I 
I 
ll 

I 

estimates of actual and future qross profits, i s  recoqnized in the 

income statement as an expense or a benefit in the period of 

determination. 

Assurnptions on future expenses are based on the current level of 

expenses. adjusted for expected expense inflation if appropriate. 

Surrender rates depend on product features, policy duration and 
external circumstances such as the interest rate environment and 

competitor and policyholder behavior. Credible own experience, as 
wel1 as industry published data, are used in establishinq assumptions. 
Lapse experience is correlated to mortality and rnorbidity levels, as 
higher or lower levels of surrenders rnay indicate future claims wil1 

be higher or lower than anticipated. Such correlations are accounted 

for in the mortaiity and morbiditv assumptions based on the 

emerqinq analysis of experience. 

Fair value of investment contracts 
Investment contracts issued by AEGON are either carried at fair 

value (if they are desiqnated as financial liabilities at fair value 
throuqh profit or l o s )  or amortired tost (with fair value beinq 
disclosed in the notes to the consolidated financial statements). 

These contracts are not quoted in active markets and their fair 

values are determined by usinq valuation techniques, such as 

discounted cash flow rnethods and stochastic modelinq. Ai1 models 
are validated and calibrated. A variety of factors are considered. 

includinq time vaiue. volatility. policyholder behavior, servicinq costs 

and fair values of similar instruments. Changes in own credit risk are 

not considered when determininq the fair vaiue of insurance and 

investment liabilities as these contractholders have precedent over 
other creditors in case of default. Own credit risk is  considered in 

measurinq the fair value of borrowinqs and other liabilities. 

Fair value of investments and derivatives determined 

r.4 Financial instrurnents 
6. 

In the absence of an active market. the fair value of non-quote%;, 
investments in financial assets is estimated by usinq present va iue j l  

or other valuation techniques. For example. the measurement of ' 
interests held in non-quoted investments funds is based on the fai$*-! 

value of the underlyinq assets. The fair value of non-quoted fixed"' E> 
interest debt instruments is estimated by discountinq expected-..~, 

future cash flows usinq a current market rate applicable to financial 
instruments with similar yield, credit quality and maturity 

characteristics. For mortqaqe and other loans oriqinated by the 

Group interest rates currently being offered for similar loans to 
borrowers with similar credit ratings are appiied. The fair value of 

floatinq interest rate debt instruments and assets maturinq within a 
year is assumed to be approximated by their carryinq amount. 

usinq valuation techniques q,i 
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Notes to the consolidated financial statements of AEGON Group s Note 3 - 4.1.1 

................................................ 
Financial derivatives 
Where quoted market prices are not available. other valuation 

techniques. such as option pricinq or stochastic modelinq. are 

applied. The valuation techniques incorporate al1 factors that market 

participants would consider and are based on observahle market 

data when availahle. Ai1 model8 are validated before they are used 

and calibrated to ensure that outputs reflect actual experience and 
comparable market prices. 

Fair values for exchanqe-traded derivatives. principally futures and 
certain options, are based on quoted market prices. Fair values for 

over-the-counter (OT0 derivative financial instruments represent 

amounts estimated to be received from or paid to a third party in 

settlement of these instruments. These derivatives are valued usinq 

pricinq models based on the net present value of estimated future 

cash flows. directly observed prices from exchange-traded 

derivatives, other OTC trades, or external pricinq services. Most 
valuations are derived from swap and volatility matrices. which are 

constructed for applicable indices and currencies usinq current 

market data from many industry standard sources. Option pricinq is  

based on industry standard valuation models and current market 

levels, where applicable. The pricinq of complex or illiquid 

instruments is  based on internal models. For long-dated illiquid 

contracts, extrapolation methods are applied to observed market 
data in order to estimate inputs and assumptions that are not 

directly observable. The values for OTC derivatives are verified usinq 
observed market information. other trades in the market and dealer 

prices, alonq with manaqement judqment. 

Derivatives ernbedded in insurance and investment  contracts 
Certain bifurcated embedded derivatives in insurance and 

investment products are not quoted in active markets and their fair 

values are determined by usinq valuation techniques. Because of the 
'.dynamic and complex nature of these cash flows, stochastic 

',ièchniques under a variety of market return scenarios are often 

..+ed. A variety of factors are considered, includinq expected market 

, ,  .-rpes of return, market volatility. correlations of market returns, 
idiscount rates and actuarial assumptions. 

;..*he expected returns are based on risk-free rates, such as the 

'-durrent London Inter-Bank Offered Rate (LIBOR) forward curve or  

the current rates on local qovernment bonds. Market volatility 
assumptions for each underlyinq index are based on observed 

market impiied volatility data ar observed market performance. 

Correlations of market returns across underlyinq indices are based 
on actual observed market returns and relationships over a number 

a i  years precedinq the valuation date. The current risk-free spot rate 

is used to determine the present value of expected future cash flows 
produced in the stochastic projection process. 

-- 

i:.; 

.... 
.. . 
I .- , 
, ...~ 

.............................................. 
l 

i 
I 

Assumptions on customer hehavior, such as lapses. included in the 

models are derived in the Same way as the assumptions used to 

measure insurance iiahilities. 

Irnpalrrnent of flnancial assets 
There are a number of significant risks and uncertainties inherent in 
the process of monitoring investments and determininq if 
impairment exists. These risks and uncertainties inciude the risk that 

the Group's assessment of an issuer's ability to meet al1 of its 
contractual obliqations wil1 change based on chanqes in the credit 

characteristics of that issuer and the risk that the economic outlook 

wil1 be worse than expected or have more of an impact on the issuer 

than anticipated. Also. there is a risk that new information obtained 

by the Group or changes in other facts and circumstances wiil lead 

the Group to change its investment decision. Any of these situations 

could result in a charge aqainst the income statement in a future 

period to  the extent of the impairment charge recorded. 
Deht instruments are impaired when i t  is considered prohahle that 

not al1 amounts due wil1 be coliected as scheduled. Factors considered 

include industry risk factors, financial condition, liquidity position 

and near-term prospects of the issuer, nationally recoqnized credit 

rating declines and a breach of contract. 

Objective evidence of impairment for an investment in an equity 
instrument includes information about significant changes with an 

adverse effect that have taken place in the technoioqical, market. 
economic or leqal environment in which the issuer operates, and 

indicates tha! the cost of the investment in the equity instrument 

may not be recovered. A significant or prolonqed decline in the fair 

value of an investment in an equity instrument below its cost is also 
objective evidence of impairment. 

Valuatlon of deflned beneflt plans 
The iiabilities ar  assets recoqnized in the balance sheet in respect of 
defined benefit plans is the difference between the present value of 
the projected defined henefit obliqation at the halance sheet date 

and the'fair value of plan assets, together with adjustments for 
unrecoqnized actuarial qains or losses and past service costs. The 

present value of the defined benefit obliqation is determined hy 

discountinq the estimated future cash flows using interest rates of 
high-quality corporate bonds that are denominated in the currency 

in which the benefits wil1 be paid and that have t e r m  to maturity 

that approximate the t e r m  of the related pension liability. Actuarial 
assumptions used in the measurement of the liability include the 

discount rate, the expected return on plan assets. estimated future 

salary increases and estimated future pension increases. To the 

exten! that actual experience deviates from these assumptions. the 
valuation of defined benefit plans and the level of pension expenses 

recoqnired in the future may be affected. 
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I I Deferred tax assets are established for the tax benefit related to  

Recoqnltion of deferred tax assets 

deductible temporary differences, carryforwards of unused tax 

Iosses and carryforwards of unused tax credits when in the judqment 

of management it is more likely than not thatIhEGON wil1 receive the 

tax benefits. Since there is no absolute assurance ihat these assets 
wil1 ultimately be realized. management reviews AEGON's deferred 

tax posiiions periodically to determine if i t  is more likely than not 

that the assets wil1 be realized. Periodic reviews inciude. amonq 

other thinqs, the nature and amount of the t a x  income and expense 
items, the expected timing when certain assets wil1 be used or 

liabilities w i l  be required to be reported and the reliability of 

historica1 profitability of businesses expected to provide future 
earninqs. Furthermore, management considers tax-planning strategies 

i t  can utilize to increase the likelihood that the tax assets wil1 be 
realized. These strateqies are also considered in the periodic reviews, 

I1 

ll 

11 

I1 

ll 

I1 
I1 
I! 

Valuation of share appreciation rlqhts I and share optlons 
I .  
11 

Because of the inability to measure the fair value of employee 
services directly, fair value is measured by reference to the fair value 

of the riqhts and options qranted. This v a l u e h  estimated using the 

binomial option pricinq model, taking int0 account the respective 

vesting and exercise periods of the share appreciation rights and 

The volatility is derived from quotations ,from external rnarket 

sources and the expected dividend yield reflects AEGON's current 
dividend yield. Future blackout periods are taken int0 account in the 

model in conformity with current blackout Jlperiods. The expected 

term is explicitly incorporated in the model by assuminq that early 
exercise occurs when the share price is qreater than or equal to a 
certain multiple of the exercise price. This r&itiple ha8 been set at 

two based on empirica1 evidence. The risk fiee rate is the interest 

rate for Dutch qovernment bands. 

I1 
i1 

share options. 1 
I1 

I1 

i1 

H 
Recoqnition of provlsions '1 
Provisions are established for contingent 1 liabilities when it is 

probable that a past w e n t  has qiven rise to  a present obliqation or 

loss and the amount can be reasonably eltimated. Management 

exercises judqment in evaluating the probability that a loss wil1 be 
incurred. The estimate of the amount of a loss requires management 

judqrnent in the selection of a proper calculation model and the 

I1 

ll 
I1 

specific assumptions related to the particular 11 exposure. 
I1 
~l 

MANAGEMENTOFINSURANCEAND 

FINANCIAL RISK I1 . As an insurance company, AEGON is in the risk business and as a 

result is exposed to a variety of risks. Sorne !isks, such as currency 

translation risk, are related to the international nature of AEGON's 
ll 

I1 

business. Other risks include insurance related risks. such as changes 

in mortality, morbidity and lapses. However, the Group's largesi 
exposure8 are to chanqes in financial markets (for example interest 

raie, credit and equiiy market risks) that affect the value of the 

investments. liabilities related to the products sold. VOBA and 

deferred expenses. 

This section contains a summary of the terms and conditions of the 

products sold and provides further background for an understanding 

of the business and its related risks. This is followed by an overview 
of the approach to risk management and hiqhliqhts of specific risks 
to  which the Group is exposed. 

TERMS AND CONDITIONS OF THE PROOUCTS 

SOLD PER LINE OF BUSINESS 

General account Ilfe products 
With qeneral account life insurance products, AEGON typically bears 

the investment risk, earns a spread (the difference between 

investment performance and creditinq rates to  customers), realizes 
underwritinq results (on mortality, morbidity. persistency and 
expenses) or targets a combination thereof. 

For account of pollcyholders life products 

Products for the account of policyholders are those where the 

policyholder carries the investrnent risk. AEGON earns management, 

administration and quaranteed minimum benefit fees, as wel1 as 
mortality results on products. 

TRADITIONAL LIFE 

Traditional life products are sold in the United States, Canada, the 
Netherlands. the United Kingdom, Hunqary. Slovakia, Crech Republic. 

Spain, Taiwan and China. 

A key risk for al1 countries sellinq traditional life business is mortality 

risk. The most significant factors fhat could increase the overal 
frequency or timing of claims are epidemics, natura1 or man mad 

disasters. or a general deterioration in population mortality due t 
lifestyle changes. 

Insured rnortaiity risk can usually be reasonably predicted under ! 
normal circumstances with ihorough underwritinq and with a lar9 

number of insureds. The level of underwritinq employed by th ._ 

company depends on i he  materiality of the mortality risk relative t o y  ;-i 
other product aitributes. i he  size of the sum assured and the cost- . '  

benefit analysis lor  each product. 

In addition to  i he  mortality risk as described above, the pension 
and annuity business of specifically AEGON The Netherlands and 

AEGON UK that are reported as part of traditional life als0 carry 

significant longeviiy risk. Lonqeviiy risk arises frorn enhanced 

medical treatment and improved life circumstances, althouqh this is 
not easy to predict. I 
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The timing and extent of policyholder lapses is another rish of these 

products. Early policyholder lapsation before acquisition costs have 
been fully recovered and without sufficient commission claw back 

clauses can cause a loss. In some products. lapses siqnificantly below 

expectations can result in more future claims than anticipated in the 

premium pricinq and contribute to losses. 
Investment of future recurrinq premiums and reinvestment of premiums 

already received at prevailinq market interest rates lower than priced 
for are also risks. In addition. some products provide minimum interest 

rate quarantees, exposinq AEGON to interest rate rish in a prolonqed 

low interest rate environment. In a rapidly risinq interest rate 

environment, the company is exposed to lapse risk, althouqh this rish is 

mitiqated by surrender charges in early policy years. 

AEGON's underwritinq strateqy is intended to ensure that the rishs 

underwritten are wel1 diversified in term8 of type of risk and level of 

benefits. AEGON als0 uses third party reinsurers to spread mortaiity 
risk. Furthermore, AEGON's rish policy dictates a maximum insured 

benefit on a country basis i t  wil1 retain on any one life. reinsurinq the 

exces s. 

UNITED STATES 

In the United States traditional life products consist larqely of 

permanent life, universal iife and term life insurance. 

Uni ted States ) Permanent  fife 

Permanent life insurance provides life-lonq financial protection. Most 
permanent policies have a cash value feature with implicit minimum 

interest rate quarantees prescribed by statutory requirements of 

between 4% and 5%. A customer may either withdraw the cash 

value, subject to withdrawal charges, or receive the benefit upon a 
predetermined event. such as the death of the insured. 

Permanent life insurance is also known as whole life insurance in the 
United States. It can be participatinq or non-participatinq. Premiums 

: are qenerally fixed and are payable over the life of the policy or for a 

: limited time period. Participatinq policies aliow the policyholder to 
).-.-'! . ~ I  receive policy dividends. as declared by the insurer's board of 

directors. These dividends are not quaranteed and are based on the 

insurer's experience f o r a  qiven class of policies. 

Uni ted States ) Universaf f ife 

Universal life insurance ha8 either a flexible or sinqle premium. The 

contract ha8 a feature that allows the customer qreater fiexibility as 
to when to pay premiums and with reqard to the amount of the 
premiums, subject to a minimum and a maximum. The interest rate 

at which the cash value accumulates is adjusted periodically. 

i:' ..a 

I ..> ~. . 

' 
c... j _- 
, - i  

I . ,  -. 

................................................ 
Minimum interest rate quarantees exist in al1 qenerations of fixed 

universal life products. as they are required by non-forfeiture 
requlations. These are mostly at 4%. with newer products at 3%. No 

lapse quarantees were introduced in recent universal life products. 
The no lapse quarantee feature provides a policyholder the 

quarantee that the universal life policy w i l  stay in force, even if the 

cash value becomes zero or Iess than zero. provided that a specified 
minimum premium payment is made when due or a shadow account 

remains positive. The quarantee period can vary from five years to 

the entire contract term. 

Equity indexed universal life products have both interest rate 

quarantees of between 1 and 2% and equity index return quarantees, 

with a cap currently around 12% 

Uni ted Ctates ) Term l i fe  insurance 
Term life insurance provides protection f o r a  certain period of time 

and ailows the customer to select the duration of coveraqe and the 
amount of protection. The policy pays death benefits only if the 

customer dies durinq the specified term. Most term life poiicies do 

not accumulate a cash value. The policies can usually be renewed 

upon expiration and premiums normally increase upon renewal. 

Certain term life insurance product8 sold in the United States, such 
as mortqaqe insurance and credit life insurance, provide a death 
benefit that decreases over the term period. based on a stated 

method. The rate of decrease usually corresponds with the decrease 
in the principal balance of the loan. Some term life insurance 

products inciude a cash value feature desiqned to return premiums 
after a specified number of years. 

Uni ted States > Other  

Traditional life product8 als0 include life insurance sold as part of 

defined benefit pension plans, endowment policies. post-retirement 

annuity products and qroup risk products. Bank- or corporate-owned 

life insurance (BOLIICOLII is sold to corporations as a method of 
fundinq employee benefit liabilities. The corporation insures hey 

employees and is the owner and beneficiary of the policies. 

CANADA 

The traditional life products sold by AEGON Canada include term life 
insurance, term to 100 and universal life. In addition, AEGON Canada 

also classifies its sinqle premium immediate annuity product as part 

of its traditional life line of business. 
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Canada ) Term life insurance 
The terms and conditions of AEGON Canada's term life insurance 

product are consistent with those described for the operations of the 

United States. 

Canada > Term to 100 
Term to 100 is a permanent life insurance product with level 

premiums, level coverage amounts, minimal or no cash values and 
ll 

no expiry aqe. These policies are priced as lapse Supported business 
ll 

and approximately 90% of the lapse and rnortality exposure8 have 

been reinsured with third party reinsurers. 1 

I1 

I 
I1 
I1 

l~ 
Canada > Universal  life I1 

I1 
ll 

Universal life insurance is another form of permanent life insurance 

and has features similar to those described for the United States. 

These products provide policyholders with a !vide range of choices in 
determininq the credited interest rate that L i l i  be applicable to the 

account values of their policies. Policyholder investment options 
include a fixed rate investment for a guaraqteed interest rate for a 

guarantee period running between five and 25 years. a floating daily 

rate, a rate that is tied to the movement of yarious share and bond 

market indices, or a rate that is  tied to the movement of various 
mutual funds. Similar to the operations in the United States. there 

are minimum interest rate guarantees on fixed rate investments. 
which vary from 0% to 4% depending on when the policy was 

issued, and what term of investment was chosen. There is no 
minimum interest rate guarantee on returns tied to market indices 

or to mutual funds. Policyholders can allocate their account values 
such that the credited interest rate for various portions is tied to 

different investment options. Policyholders can switch among these 

11 

ll 

1 8  

11 

I1 
II 
ll 
ll 
I1 

i1 

various options as they desire. 

Canada ) Single premium immediate annuities 
This product is a life continqent payout annuity with guaranteed 
reguiar payments for the iife of the a n h a n t .  Some of these 

contracts have a minimum quaranteed payment period. 

THE NETHERLANDS 

The traditional life products of AEGON The Netherlands consist 

largely of endowment insurance and pensions and annuity insurance. 

The Nether lands ) Endowment  insurance 
ll 

This cateqory includes products that accumulate a cash value and 
ll term life insurance products. Premiums are paid at inception or over 

the term of the contract. 

The accumulation products pay benefits on the policy maturity date, 
subject to survival of the insured. In addition. most policies also pay 

death benefits if the insured dies during the term of the contract. 

I 

~~ . .  
11 

'1 

I1 

I 

I1 
ll 

ll 

I1 

!I 

The death benefits may be stipulated in the poiicy or equal the qross 
premiums paid to date. Premiums and amounts insured are 

established at inception of the contract. The amount insured can be 

increased as a result of profit sharinq. if provided for under the 

t e r m  and conditions of the product. 
Minimum interest guarantees exist for al1 generations of 

accumulation products written. Older generations contain a 4% 

guarantee: in recent years the guarantee has decreased to 3%. 
There are different kinds of profit sharing arranqements. Bonuses 

are either paid in cash (mainiy in pension business, as discussed in 

the following section) or used to increase the sum assured. For one 
common form of profit sharing. the bonus levels are set by reference 

to external indices that are based on predefined portfolios of Dutch 
government bonds. The bonds included in the portfolio have 

different remaining durations and interest rates and toqether are 
considered an approximation of the long-term rate of return on 

Dutch high quality financial investments. Another cornmon form of 
profit sharinq are the interest rebates, whereby policyholders receive 

a discount on single premium business which reflects the expectation 

that the actual rate of return on the contract wil1 exceed the 

minimum interest quarantee used to determine the premiums and 
sums assured. Here too. the expected actual rate of return is based 

on a portfolio of Dutch government bonds. 

The Nether lands ) Term and whole life insurance 
Term life insurance pays out death benefits when the insured dies 

durinq the term of the contract. Whole life insurance pays out death 
benefits when the insured dies, reqardless of the timing of this event. 

Premiums and amounts insured are established at inception of the 
contract and are quaranteed. The amount insured may be adjusted 

on request of the insured. In principle, term life insurance policies 

wil1 not include profit sharing arrangements. Part of the portfolio of 

whole life insurance ha8 profitsharinq features, which are based on 

external indices or return of related assets. 

The Nether lands > Pension and annui ty  insurance 
This category includes products in accumulation phase and in payo 
phase. Payout commences at a date determined in the policy and, ' 
usually continues until death of the insured or the beneficia 

Premiums are paid at inception of the policy or durinq th 
accumulation phase of the policy. The contracts contain minim 
guarantees of 3% or 4%. 

interest rebates are given on both single and regular premium 
pension and annuity insurance and may be based on a portfolio of 
Dutch government bonds, althouqh other calculation bases are also 

applied. There are als0 profit sharing schemes set by reference to 

external indices that are based on predefined portfolios of Dutch 

government bonds. 

' 
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UNITED KINGDOM 

The AEGON UK traditional iife business primarily comprises 
immediate annuity, individual protection and qroup protection 

business. The protection business provides insurance of major life 

events such as death, critical illness and total or permanent disability 

on individual or qroups of lives. A menu approach offers flexibility on 
the level and combination of benefits that can be chosen. Premium 

levels for individual business are typically fixed over the term of the 

contract, while those for qroup arrangement8 are normally reviewed 

every two years. 

OTHER COUNTRIES 

The main quarantee in Hunqary is variable creditinq rates with 
minimum interest quarantees between 0% and 4 %  for universal 

life type products, plus 100% participation in actual interest 

earned. Traditional non-profit share products have 5.5% technical 

interest rates, but this is a declining block of business. Profit share 
products mainiy have a 3.5% technical interest rate and 85% 

participation in exces8 interest. The averaqe minimum interest 

guarantee is about 3.4%. 

In Spain a minimum interest quarantee of between 0% and 6% 

applies for traditional life products with fixed premiums. Current new 

business provides interest quarantees mostly between 2% and 3.4%. 

The most significant quarantees in Taiwan relate to individual traditional 

liie products with fixed premiums. These products carry interest 
quarantees at various levels. The current new business provides 

interest quarantees mostly at 2%. The averaqe in force quarantee 

rate is approximately 3.3% üusiness issued in 2003 and prior also 

carries the Ministry of Finance Dividend that requires the insurance 
company to pay to the policyholder a dividend reierrinq to industry 

mortality experience and the averaqe two-year term deposit rates. 
In Slovakia the current minimum interest rate on universal life 

.:products is 3 %  

'.dniversal life products in the Czech Republic have a quaranteed 

. .-. 'interest rate of 2.4%. 

''m LIFE FOR ACCOUNT OF POLICYHOLDERS 

,,.I?ife for account of policyhoider Product8 are sold in the United 
.... States, the Netherlands, the United Kinqdom, Hunqary, Slovakia, 

'.-Czech Republic. Poland, Spain. Taiwan and China. 
'. Life for account of policyholder products include several forms of life 

insurance and pension products whereby death benefits and cash 

values vary with the performance of a portfolio of investments. 
Premiums can be allocated amonq a variety of investments that 

offer different deqrees of risk and reward, includinq shares, bonds, 

combinations of both, or investment products that quarantee 

interest and principal. The customer retains the investment risk and 

. .. . .~ 

.. 

.. . , .  
i _: 

AEGON earns a return from investment manaqement fees, mortality- 

based cost of insurance charges, other quarantee charqes and 
expense charqes. The contract account balance varies with the 

performance of the investments chosen by the policyholder 

These products include: 
8 Variable universal life in the United States; 

8 Tontine plans in the Netherlands; 

8 Separate account qroup contracts in the Netherlands; 
8 Unit-linked contracts in the Netherlands, the United Kinqdom, 

Hunqary, Spain, Taiwan, Poland. Slovakia and Czech Republic; and 

With-profit business in the United Kinqdom. 8 

UNITED STATES 

Variable universal life products in the United States are similar to 

universal life products reported as part of the traditional life line of 

business, but include investment options and maintenance of 
investments for the account of policyholders. Some products contain 

minimum death beneiit quarantees and the risk is that poor market 

performance may erode the policyholder account value to the extent 

that available cost of insurance charges prove inadequate. The fixed 
account has a minimum quaranteed interest rate of either 3% or 4% 

dependinq on the product. Newer products have a 2 %  quarantee. 

This product ais0 contains a no lapse quarantee. which is an equity 

option. Under the no lapse quarantee, the contract is quaranteed to 
remain in force reqardless of the level of underlyinq account value. 

provided the policyholder continues to meet minimum premium 

requirements. The value of this quarantee increases with higher cost 

of insurance charqes and with lower minimum required premiums. 
This product is not sensitive to equity returns until the no lapse 

quarantee threshold is breached. 

THE NETHERLANDS 

Tontine plans in the Netherlands are linked endowment savinqs 

contracts with a specific bonus structure. Policyholders can choose 
from several AEGON funds to invest premiums paid. The main 

characteristic of a tontine system is that when the policyholder dies, 
the balance is not paid out to the policyholder's estate. but is 
distributed at the end of the year to the survivinq policyholders of 
the specific series to which the deceased policyholder belonqed. In 

qeneral, a new series starts at the beqinninq of each calendar year, 
but there are alzo open ended tontine plans in the portfolio. When 

the policyholder dies before maturity, AEGON The Netherlands pays 
a death benefit equal to the premiums paid accumulated at a 4 %  

compound interest, subject t o a  minimum of 110% of the fund value 

during the iirst half of the contract term. 

L~ 
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at manaqement's discretion. 

UNITED KINGDOM 

I 

I 

. . . . . . . , 
Guarantees 
Alf AEGON UK contracts with investment guarantees have been 

written in 'policyholder-owned' funds (cailed with profit funds) that 
contain assets which. as vet. have not been distributed to individual 

policyholders. These 'free assets' help meet the cost of quarantees 

and provide a buffer to deal with adverse events; an exposure for 

AEGON UK only arises once these have been exhausted and, as als0 

outlined later, AEGON believes this exposure to be low. 
Scottish Equitable and Guardian Assurance used to sell quaranteed 

annuity products in the United Kingdom. Certain policies als0 have a 
guaranteed minimum rate of return or guaranteed death or other 

benefits. Any quaranteed rates of return only apply if the policy is 
kept in force to the dates specified, or on the events described, in 

the policy conditions. The costs o f  al1 quarantees are borne by the 

with profits funds and therefore impact the payouts to with profits 
policyholders. AEGON UK'S main with profits classes are summarired 

at a very high level in the following sections. 

Guarantees > Ccottish Equi table plc 
As part of its demutualization process before beinq acquired by 

AEGON N.V., on December 31. 1993 the business and assets of 
Scottish Equitable Life Assurance Society were transferred to 

Scottish Equitable plc. AEGON UK has no financial interest in Scottish 

Equitable PIC'S with profits fund, apart from routine yearly fund 

management charges, costs and expenses that i t  takes on the basis 
agreed at the time of dernutualiration. 

Guaranteed rates of return on with profits policies are typically in the 

range of 0% to 5.5% per year, with the hiqhest rates closed to new 
premiums in 1999 and al1 funds closed to new business with 

investment quarantees from October 2002. except f o r a  IDW level of 

increments. 
Under a number of contracts written mainly in the 1970; and 1980s. 

Scottish Equitable als0 offered minimum pension quaranteeg 
(includinq quaranteed annuity options). As lonqevity has improvej l .~ 

and interest rates have fallen over time, these minimum quaranteès' 

are now often valuable. 
\. lifl 

! .i.J 
/ I  

Guarantees > Guardian Assurance plc 
The AEGON UK interest in Guardian Assurance plc's with profit furie? 
is 10% of profits in the fund, with the remaining 9 0 %  qoinq to witc;' 

profits policyholders. In 1998, prior to acquisition by AEGON UK, t@' 
with proiit fund was restructured and became closed to  new 

business, except for a low level of increments. 
Guaranteed returns on policies without quaranteed cash options or 
annuity payments are typically 0% to 3.5% per year. Those on 
policies with quaranteed cash options or annuity payments depend 

on the value of the options at retirement. Currently. the quaranteed 

annuities are in the money. 
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Management of the with profit funds 
It has been AEGON UKs practice for each of the with profits funds to 

have an investment strateqy that reflects the nature of the 

underlyinq quarantees. Funds can invest in a variety of different 

asset types: the main cateqories are United Kinqdom and overseas 

equities, United Kinqdom fixed interest securities. property and cash. 

Each with profits fund has a target range for the percentage of its 

assets that are invested in a combination of equities and property; 

the ranqes may be varied. Within the target ranqes. there is a policy 
of holding an appropriate mix of asset classes to reduce risk. 

The investment performance of the with profits funds is distributed 

to policyholders throuqh a system of bonuses which depend on: 
0 The quarantees under the policy. includinq previous annual 

0 The investment returns on the underlyinq assets, with an 

allowance for smoothinq to reduce volatility. Althouqh smoothinq 

means that investment profits are spread from one year to the 

next. the aim is to pay out alt of the investment profits earned by 

the fund over the long-term. 

On early withdrawal there are other measures to ensure that a 

fair share of total fund qrowth has been received. Indeed. a 

market value reduction may be applied under certain funds 
when. for cohorts of similar contracts, the face value of the 
benefits is qreater than the value of the underlyinq assets. Policy 

conditions may state Specific points at which a market value 
reduction wil1 not apply. 

As mentioned before. the 'free assets' (i.e. assets which, as yet, have 
not been distributed to policyholders) help meet the cost of 

quarantees and provide a buffer to deal with adverse events. An 
exposure for AEGON UK only arises once 'free assets' have been 

exhausted: this has been assessed by AEGON UK to be immaterial 
throuqh extendinq the risk based capital approach now required for 

solvency reporting to the requlator in the United Kinqdom. 

As,ail of AEGON UKs with profit funds are closed to new business 

with investment quarantees. the process has bequn of qradually 
distributinq free assets to with profits policyholders throuqh the 

bonus system outlined eariier. Part of the management of this 

process involves tryinq to ensure that any surpluses in the with 
profit fund from other (historie) business lines can be distributed to 

Zist inq with profit policyholders at a suitable rate. In particular, 

Guardian Assurance plc has reinsured blocks of immediate annuity 

business to another part of AEGON UK On t e r m  reflective af 
prevailinq market rates: this helps avoid a tontine effect buildinq up 

in the fund, as the number of with profit policyholders decline 

, 

bonus additions. 

~~ 

, . . ,  ................................................ 
OTHER COUNTRIES 

in Hunqary a small part of the current new business provides a 

minimum interest quarantee of 2%. In Poland an insurance fund with 

minimum rate reset quarterly and annually is offered on unit-linked 

products. 

FIXED ANNUITIES 

Fixed annuities are Sold to individuals and pension funds in the 

United States and Canada. 

UNITED STATES 

Fixed annuities include both deferred annuities and immediate 
annuities. A fixed deferred annuity exposes AEGON to interest rate 

risk and lapse risk. The insurer interest rate risk can be mitiqated 

throuqh asset liability matching and hedqinq. thouqh policyholder 
behavior can never be fully matched. Surrender charges in early 

poiicy years serve as a deterrent to early duration lapses. Fixed 
annuities soid in the United States contain a significant lonqevity risk 

created by quaranteed annuity options and may als0 offer waiver of 

account value surrender charges upon the death of the insured. 

Immediate annuities contain interest rate risk and als0 lonqevity risk 

if annuity payments are iife continqent. 
In the United States, AEGON Se115 qroup and individual fixed 

annuities and retirement plan contracts to smal1 and medium-sized 

institutions. Group fixed annuities are purchased with a single 
premium that funds the annuities for a qroup of employees. The 

single premium includes a fee for the administrative services which 

are provided by AEGON after the annuities are soid. 

An immediate annuity is purchased with a single lump sum premium 
payment and the benefit payments qeneraily begin within a year 

after the purchase. The benefit payment period can be for a fixed 
period, for as long as the beneficiary is alive, or a combination of the 

two. Immediate annuities and payout options under deferred 

annuities may also offer riders, which provide the owner or 

beneficiaries with the option to surrender the annuity to have access 
to the account vaiue if needed for unexpected events. 

Fixed deferred annuity contracts may be purchased on either a 

flexible or sinqle premium basis. Deferred annuities are offered on a 

fixed interest creditinq method or indexed basis. The customer can 

surrender the annuity prior to maturity and receive the cash value 

less surrender charges. Fixed deferred annuities have a specified 

creditinq rate that can be reset periodically by AEGON. Fixed 
deferred annuity contracts in the United States also offer 

discretionary creditinq rates. as weii as quaranteed minimum 

surrender values and payout options. Upon maturity of the annuity, 

the customer can select payout options. includinq a lump sum 

payment or income for life. as wel1 as payment f o r a  specified period 
of time. Should the customer die prior to receivinq the benefits of 
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the policy, the beneficiary receives either an accumulated cash value 
death beneiit or an enhanced death beneiit in the event there are 

benefit riders attached to the base contract. A discontinued multi- 
strateqy annuity allows a customer a choice of investment strateqies 

to allocate funds and provides a curnulativeliminimum quaranteed 

interest rate. Early withdrawal by the customer of the cash value of 

the annuity is subject to surrender charges. 

Terminal fundinq is a single premium non-partictpatinq qroup 

annuity product. This product is usually used for an insurance 

company taheover of a terminatinq deiined beneiit pension plan. The 
company receives a sinqle deposit from the contractholder and in 

return quarantees the payment of beneiits to participants. Usually 
these annuity payments are paid monthly for the Iife o i  the 

participant or participant and spouse. commencinq immediately for 

retired participants or at some date in the future for deferred 
participants. 

A structured settlement is a form of an immediate annuity previously 

issued by AEGON USA. These contracts were typically purchased by 

customers as a result of a lawsuit or a claim and the customer 
receives special tax treatment. Rather than paving the injured party 

a lumpsum, the payments were structured as a lifetime annuity with 
mortality risk, a period certain annuity, or a combination of both. 

Minimum interest rate quarantees exist in al1 qenerations of deferred 

annuity products. as they are required by'l state non-forfeiture 

requlations. On averaqe. minimum interest quarantees are at around 
3%. with new products at 1.5%. Equity indexed annuities offer 

additional returns that are indexed to S&P 500!Iwith a minimum cash 

value equal t o a  percentage of the premium increasedat a minimum 

rate that varies. and a cap on the return. The cdp is reset periodically 
and is currently at 7.0% 

Besides the minimum interest rate quarantee, Fertain iixed deierred 

annuity products also offer a bailout provisi&. Under the bailout 
provision. i i  the creditinq rate falls belok the bailout rate, 

policyholders can surrender their contracts i i t h o u t  incurring any 

surrender charges. The bailout provision serves as an additional 

insurance to the customers durinq the surrender charge period. 

CANADA 

Fixed annuity contracts in Canada have iixed rates for specified u terms and contracts are sold as redeemable or non-redeemable. 
1; 

Most redeemable contracts are sold on the basis that a marhet vaiue 
ll 

adjustment wil1 apply for surrenders prior to maturity, while a m a l 1  
ll 

number use a fixed surrender charge. Contracts sold on a redeemable 

I1 

ll 

I1 . . .  

'I 

'I 

I1 
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11 
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l~ 
basis provide a lower 
contracts. There are no 

products. 

VARIABLE ANNUITIES 

Variable annuities are sold to individuals and pension funds in the 

United States. Canada and Taiwan. 
Variable annuities allow a customer to provide for the future on a 

tax-deferred basis and to participate in equity or bond market 

performance with a deqree of downside protection. Variable 
annuities allow a customer to select payout options that meet the 

customer's need for income upon maturity. includinq lump sum 

payment or income for life or for a period of time. 

Premiums paid on variable annuity contracts 'are invested in 
underlyinq funds ofiered by AEGON USA and other third party 

providers, includinq bond and equity iunds. A fixed account may als0 
be available on most products. In most products. the investment 

options are selected by a client based on the client's preferred level 

of rish. The assets and liabilities related to this product are leqally 

seqregated for the benefit of particular policyholders in separate 
accounts of the insurance company. These separate accounts are 

classified as investments for the account of policyholders. Various 
riders are available on variable annuity contracts, providinq 
quaranteed minimum death, maturity. withdrawal or income 

benefits. 

The account value of variable annuities reflects the performance of 
the funds. AEGON USA earns mortaliiy and expense charges as wel1 

as various types of rider fees for providing various quarantees and 

benefits. This cateqory includes seqregated fund products offered by 

AEGON Canada. Surrender charges are generally not a large form of 

revenue as policyholder surrender rates are typically lower when a 

surrender charge penalty is still present. Any surrender' charges 

collected are typically used to recoup any acquisition costs paid or to 
write down any remaininq deferred acquisition cost. 

UNITED STATES 

In the United States. a quaranteed minimum withdrawal beneiit i 

offered on some variable annuity products AEGON USA eiiher issu 

or assumed from a cedinq company. This benefit quarantees a l  
policyholder can withdraw a certain percentage of the account val 
Startinq at a certain aqe or duration, for either a fixed period or the. 1 ' ,.~ life of the policyholder. 

Certain variable insurance contracts also provide quarantee 

minimum death benefits and quaranteed minimum income benefit523~ 

Under a quaranteed minimum death benefit, the benef ic iar ied 
receive the qreater of the account balance or the quaranteed 

amount upon the death of the insured. The quaranteed minimum 
income benefit feature provides tor minimum payments i f  the 

contractholder elects to convert to an immediate payout annuity. 

. .. 

..! 
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The quaranteed amount is calculated usinq the total deposits made 

by the contractholder, Iess any withdrawals and sometimes includes 

a roll-up or step-up feature that increases the value of the quarantee 

with interest or with increases in the account value. These benefits 

subject the company to equity market risk, since poor market 

performance can cause the quaranteed benefits to exceed the 
policyholder account value. 

AEGON USA undertakes to address equity market risk by usinq 

hedqinq strateqies. Variable products also contain a deqree of 
interest rate r isk and policyholder behavicr risk. which are handled 

similarlv to those in fixed annuities. 

CANADA 

In Canada, variable products sold are known as segregated funds. 

Seqreqated funds are similar to variable annuities, except that they 

include a capitai protection quarantee for mortality and maturity 
benefits (quaranteed minimum accumulation benefits). The initia1 

quarantee period is ten years. The ten-year period may be reset at 

the contractholder's option to lock in market qains. Certain limits 
and conditions for the timing and frequency of resets exist. The reset 

feature cannot be exercised in the final decade of the contract and 
for many products can only be exercised a limited number of times 

per year. The management expense ratio charqed to the funds is not 

quaranteed and can be increased at manaqement's discretion. 

INSTITUTIONAL GUARANTEED PRODUCTS 

This line of business primarily includes the issuance of Guaranteed 

investment contracts (GICs). Funding aqreements (FASI and notes 

which are marketed to institutional investors. such as pension funds, 

retirement plans, colleqe savinqs plans, money market funds, 

municipalities United States investors and nonNS investors. GICs are 
generally issued to tax qualified plans, while FAs and notes are 
typically issued to non-tax qualified institutional investors. These 

products are marketed throuqh an internal sales force in the United 
States and Ireland. 

These spread-based products are issued on a fixed-rate or floatinq- 
rate basis and provide the customer a quarantee of principal and a 
specified rate of return. Practically al1 of the fixed-rate contracts are 

swapped to floatinq-rate via swap agreements and contracts issued 

in foreiqn currencies are swapped to US dollars to eliminate currency 
risk at issuance. Credited interest on floatinq-rate contracts 

predominately resets c n  a monthly basis to varicus market indices. 

The term of the contract can be fixed, generally from six months up 
to ten years, or i t  can have an indefinite maturity. Market-indexed 

contracts provide a return based on the market performance of a 

desiqnated index, such as the S&P 500. Futures or swap contracts 

are used to hedqe the market risk on market-indexed contracts and 

effectively convert such contracts to a floatinq-rate. Indeterminaie- 

maturity contracts allow the customer to withdraw funds without a 

withdrawal penalty by providinq the customer with a put option 

whereby the contract may be terminated with advance written 

notice. Historically, this advance notice period would ranqe from 

three to twelve months: however. a recent decision was made to 
eliminate practically al1 contracts with advance notice periods prior 
to twelve months. Other contracts offer benefit~responsive 

withdrawal riqhts to the customer, but these withdrawals cannot be 

for economic reasons. The account balances at December 31, 2006 

consisted of fixed-rate. fixed-maturity contracts (48%): floatinq-rate. 

fixed-maturity contracts (35%): indeterminate-maturity contracts 

(16%): and market-indexed, fixed-maturity contracts (1%). 

AEGON utilizes consolidated special purpose entities to issue 
medium-term notes that are backed by fundinq agreements. The 

proceeds of each note series are used to purchase a FA from an 
AEGON insurance company, which is used to secure that particular 

series of notes. The payment t e r m  of any particular series 
substantially match the payment terms of the FA that secures that 

series. AEGON als0 selis fixed-rate AAA-wrapped municipal debt 

securities to consolidaied special purpose entities, which issue 
floatinq-rate notes. AEGON receives residual income from these 

entities and provides certain quarantees to the noteholders in the 

event of early termination. These are reflected in 'FAs and notes 

issued to institutional investors' in the table that follows. 

In addition. AEGON utilizes consolidated special purpose entities to 
issue commercial paper, that is  backed by the issuance of certain 
FAs. These are reflected in 'Other FAs' in the table that follows. 

AEGON Global Institutional Markets plc (AGIM) is  domiciled in Ireland 
for the purpose of issuinq medium term notes to non-US investors 

and investinq in a diversified portfolio of eliqible assets with the 
proceeds of the issued notes. AEGON Financial Assurance Ireland 

limited (AFA), another AEGON Ireland entity, provides a financial 

guarantee for the medium term notes issued by AGIM. 

Major product components are summarized in the followinq table. 
The balances reflected are equal to the contract values. 
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TOTAL PUTTABLE 

Book value out '  

Puttable: 

9 0  days put 
180 days put 

364 days + put 

Market value out '  

9 0  days notice 

Institutional quaranteed product liabilities 2006 2005 

GICs issued to defined contributionlbenefit <lans 2,743 3,203 

49 1,348 
- 681 

, 3,183 3,331 
I! 3,232 5.360 

110 326 

10,207 9,492 

4,350 5.733 

4,218 4.673 

FAs and notes issued to institutional investo/s 
Cash market fundinq agreements 

Municipallqovernrnental FAslinvestment contracts 
ii 

3,013 3,247 

24,531 26,348 
Other FA8 I1 
TOTAL INSTITUTIONAL CUARANTEED PF~ODUCTS 

The followinq table presents quaranteed product 
liabilities by withdrawal requlation: 

2006 2005 

180 days notice l~ - - 

TOTAL MARKET VALUE OUT I1 110 326 

Not puttable or rurrenderable I1 21.189 20,662 

TOTAL INSTITUTIONAL CUARANTEED PRODUCTS 24,531 26.348 

' Book YOIUB Out: the arnount equai to the sum of deposits less withdrawals with interest accrued at the Contractual interest rate. 
Market value Out: the arnount equal to the book h e  Out plus a rnarket vdue adjustment to adiust for changes in interest rates 

I1 

I1 

ii 
I1 

1; 
The municipallqovernmental fundinq agreements generally include 
downqrade lanquaqe pursuant to  which. should various downqrade 

events be trigqered, one of the followinq four decisions must be 

0 

I1 

followed at AEGON's option: 1 
0 Purchase a credit enhancement; I1 

I1 

Transfer contract 10 a higher-rated party! 

0 Collateralize the underlyinq position: or 

Pay the contract out at book value. 0 

These options are neqotiated with the customer at contract issuance. 
but AEGON unilaterally relains the ultimate decision-makinq 

capability in the event of a downqrade.1 Available collateral is 

rnonitored to ensure AEGON would be able t i  utilize this option at its 

discretion. 

8 1  

I ' .  

AS at December 31, 2006, the contractual maturities (based on 

norninal amounts) for al1 contracts with defined maturities were: 
8 

0 

8 

! b.:' s 

0 201 I - EUR1.906 million and : I  

8 Thereafter - EUR 3.961 million. ,, ~Q?, 
' ? C X  

8 8  

r.w..'( 
.:c> 
t:,":, -... 
-.UJ 

2007 - EUR 5.506 rnillion; 
2008 - EUR 2,892 rnillion; 

2009 - EUR 4,103 million; 

2010 - EUR 2.105 rnillion: 
L.;:' 

. .  
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FEE - OFF BALANCE SHEET PROOUCTS 

Products are sold in the United States, Canada, the Netherlands. 

the United Kinqdom. Hunqary, Slovakia and Spain. AEGONI fee 

business comprises products that qenerate fee incorne by providinq 
management, administrative or risk services related to off balance 

sheet assets (i.e. equity or bond funds, third party manaqed assets 

anti collective investment trusts). Fee income is mainly sensitive to 

policyholder withdrawals and equity market decreases. 

UNITED STATES 

AEGON's operations in the United States provide various investment 

products and administrative services, individual and qroup variable 

annuities, mutual funds, collective investment trusts and asset 

allocation (retirement planning) services. 

Bundled retirement plans are sold to mid-sized and large employers. 
A 'manager of manaqers' investment approach is qenerally used 

specifically for the retirement plans market. which allows clients 

access to  institutional investment rnanaqers across the major asset 

classes. These funds are qenerally available in a 'core-and~feeder' 

structure, in which the core is similar to a mutual fund and the 

feeder provides an institutional customer with a choice of products 

that are directly linked to the performance of the mutual fund, such 

as a reqistered or non-reqistered variable annuity. a collective 
investment trust (off balance sheet) or mutual funds (off balance 

sheet). Clients als0 have the flexibility to supplement institutionally 
manaqed funds with funds from retail fund families. 

The operations in the United States provide the fund manager 

oversiqht for the TransamericaIlDEX Mutual Funds, the Premier 

Funds, and Diversified investors Funds Group farnily of mutual funds. 
AEGON USA selects. manaqes, and retains affiliated and non- 

affiliated manaqers from a variety of investment firms based on 
performance. The manager remains with the investment company 

land acts as a sub-advisor for AEGON USA's mutual funds. AEGON 

.USA earns investment management fees on these investment 

'products. AEGON USA also earns direct investment management 
,,fees throuqh affiliated managers actinq as sub-advisors. 

!In the United States, synthetic GICs are sold primarily to tax-qualified 

.'.institutional entities such as 4OKk) plans and other retirement plans, 

';as wel1 as college savinqs plans. AEGON provides a synthetic GIC 
'.''wrapper' around fixed-income invested assets, which are owned by 
!.N 

the plan and manaqed by the plan or a third party money manaqer. 

A synthetic GIC is typically issued with an evergreen maturity and i s  
cancelable by the plan sponsor under certain conditions. Such a 

contract helps to reduce fluctuations in the value of the wrapped 

assets for plan participants and provides book value benefit- 

responsiveness in the event that qualified plan benefit requests 

exceed plan cash flows. In certain contracts, AEGON aqrees to  make 
advances to meet benefit payment needs and earns a market 

' ~ : I  

I 

.,.. 

... 

interest rate on these advances. The periodically adjusted contract 

creditinq rate is the means by which investment and benefit 

responsive experience is passed throuqh to  participants. 

CANADA 

In Canada, fees are earned throuqh several special service and fund 

manaqement companies, by providinq administrative back office 

services that facilitate the saie of mutual funds and seqreqated fund 

products. In addition, a national network of financial planning 

franchises and representatives earn fees when products of non- 

affiliated companies are sold. Investment management fees are als0 
earned by providinq portfolio management and investment advisory 

services. 

THE NETHERLANDS 

AEGON The Netheriands offers financiai advice, provides asset 

rnanaqement and administrative services and is involved in 

intercession activities in real estate. The financial advice activities 

include seilinq insurance. pensions, mortqaqes. financinq, savinqs 

and investment products. The intercession activities in real estate 
comprise brokeraqe activities of residential as wel1 as commercial 

real estate and real estate manaqement business. 

UNITED KINGDOM 

AEGON UK has invested in a number of independent advisors in the 

United Kinqdom. The independent advisors deliver advice relatinq to 
financial needs to a ranqe of customers (both individuais and 

companies). AEGON UK also provides asset management services. 

OTHER COUNTRIES 

AEGON Hunqary provides asset rnanaqement services, includinq 

pension asset management. 

Pension asset management services are beinq provided in Slovakia 
since the beqinninq of 2005. 

REINSURANCE 

AEGON USA provides an array of life and annuity reinsurance 
solutions in the United States. Asia, and Latin America. 

The core life reinsurance offering. mortality risk transfer, is sold 
prirnarily throuqh coinsurance, as weli as yearly renewable term 

arranqements. Under a coinsurance arrangement. reinsurance is 
ceded and assumed in the same form as the direct policy and the 

reinsurer shares proportionately in the product risks, includinq 
mortality, morbidity, persistency, investment. and capital requirements. 

Yearly renewabie term reinsurance has premium rates that are not 
related to the oriqinai plan of insurance and the cedinq company 

only reinsures the mortality or morbidity risk. 
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AEGON USA also assumes fixed annuity business on a coinsurance 
basis. Under a coinsurance arrangement. reinsurance is ceded in the 

Same form as the direct policy and the client company typically pays 

premiums that the 

client company receives on the underlyinq policies. The reinsurer wili 

pay the client death or surrender benefits upon death or surrender 

of the policyholder and w i i  reimburse the client specific allowances 

which cover its share of expenses. 
AEGON USA als0 reinsures fixed and variable annuity business on a 
modified coinsurance basis. Like coinsurance, modified coinsurance 
is  ceded and assumed in the same form as tl iè direct policy however. 

the reserves and assets backing the t r a n s h n  remain with the 
cedinq company in its accounts. AEGON USA typically finances 

variable annuity acquisition costs in exchange for a fixed fee 
reinsurance premium that is based upon the account value. Lapse 

risk is a siqnificant risk assumed by the reinsurer. 

AEGON USA assumes certain quaranteed minimum withdrawal, 

death and income benefits associated with \ariable annuity policies 
in exchanye for a fee typically expressed as a'lfixed percentage of the 

account value. AEGON USA pays a portion of the quaranteed benefits 

that cannot be funded from the underlyind' policvholder's account 
value. 

ll 

the reinsurer premiums equal to its share of,the I 1 
ll 
, 

ll 

ll 

li 

,I 

1 
11 

i 1 : .  : 
,I 

I 

I 

ACCIDENT AND HEALTH INSUFIANCE 

Accident and health products are sold in the United Ctates, Canada, 

the Netherlands. Spain, Hunqary. Taiwan andlchina. 

AEGON offers limited forms of health insurance, includinq disability 
inrurance in the Netherlands. Spain and Hunqary and accidental 

death and dismemberment insurance in the United States, but does 
not offer major medical coveraqe. 
With accident and health the risk insured is 'morbidity. Uncertainties 

arise from the timing. frequency and severity of insured claims. 

When the premium is not quaranteed. AEGON reserves the riqht to 
raise premiums, if justified by adverse expdrience. A related risk is 

persistency, in that qreater than expected persistency may increase 

the aqqreqate level of claims beyond what was anticipated in the 

pricinq. An additional risk is investment related. in that recurrinq 

future premiums are subject to investment at future rates that may 

be less than those assumed when priciny thë product 

UNITED STATES 

AEGON USA ofiers accident, critical illness. cancer treatment, 

hospital indemnity and short-term disabiiity policies. Some of these 
plans provide lump sum or specified income payments when 

hospitalized, disabled or diaqnosed with a clitica1 illness. Others pay 

scheduled benefits for specific hospital or surqical expenses and 
cancer treatments, hospice care and cover deductible, as wel1 as co- 

payment amounts not covered by other health insurance. 

i, 

I1 
i' 

1 
ll ' 
I 

I! 
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" 
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11 
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I1 
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Lonqterm care (LTC) products offered by AEGON USA provide 
benefits to customers who, because of their advanced aqe or a 
serious illness, require continuous care. These products protect the 

insured's income and retirement savinys from the costs of long-term 

care. Sales of long-term care insurance by AEGON USA were 

temporarily discontinued in 2005. The LTC division is currently re- 
evaluatinq the LTC marketplace and intends to begin sellinq new LTC 

products in 2007. 

CANADA 
In Canada, AEGON offers accidental death, critical illness and out-of- 

the-country medical expense coveraqe. 

THE NETHERLANDS 

AEGON The Netherlands offers sick leave products that cover the 

sick leave payments to employees that are not covered by social 
security and where the employers bear the risk. 

GENERAL INSURANCE 

General insurance is sold in the Netherlands and Hunqary. 

AEGON sold its general insurance business in Spain with effect from 
January 1.2005. 
AEGON offers'limited forms of general insurance. such as automobile 
insurance, iiability insurance, household insurance and lire protection. 

BANKING ACTIVITIES 

üankinq products are only sold by AEGON The Netherlands and 
include savinqs accounts and investment contracts. 00th products 

qenerate investment-spread income for AEGON. Savings accounts 

retain flexibility to withdraw cash with limited restrictions. AEGON 

discontinued sellinq security lease products in early 2003. üankinq 
products als0 include investment products that offer index-linked 

returns and qenerate fee income on the performance of t h c >  .. 
investments. 1't.i;' 

c-* . .. 
' ,Ci-I 

The Group manaqes risk at the local level where business i s ,  
transacted. based on principles and policies established at the qrouR.., 
level. AEGON's inteqrated approach to risk management involveXi:~ 

common measurement of risk and scope of risk coveraqe to aiio'd:' 
for aqqreqation of the Group's risk position. In addition, th&?l 

inteqrated framework facilitates the sharinq of best practices and 

the latest research on methodoloqies. The risk management 
functions are apDlied locally with corporate oversiqht and are tied to 
the speed of business, while remaininq independent of the business 

activity providinq oversiqht and peer review. 

/ I  

. .  .~ APPROACH TO RISK MANAGEMENT 
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TO manage its rish exposure. AEGON employs risk manaqement 

programs. includinq asset liability management processes and 

models. hedqinq programs (which are largely conducted via the use 

of derivatives) and insurance programs (which are larqeiy conducted 

throuqh the use of reinsurance). These risk management programs 

are in place in each country unit and are not only used to  manage 

rish in each unit, but also for AEGON. Derivative and reinsurance 

usaqe by the company is qoverned by derivative and reinsurance 

usaqe policies. These policies establish the control, authorization. 

execution and monitoring requirements of the usaqe o i  such 

instruments. In addition, these policies stipulate necessary mitigation 

of credit risk created throuqh these rish manaqement tools of 
derivatives and reinsurance. For derivatives, credit risk is often 

mitiqated by requirements to post collateral via credit support annex 
agreements. For reinsurance. credit risk is often mitiqated through 

funds withheld treaties (when AEGON owns the assets) or through 

assets held in trust for the benefit of AEGON (in the event of 

reinsurer insolvencv). 

As part of these risk manaqement programs. AEGON takes inventory 

of its current risk position across rish cateqories. AEGON als0 

measures the sensitivity of net income and shareholders' equity to 
stochastic and deterministic scenarios. Management uses the insiqht 

qained throuqh these 'what if?' scenarios to  manage the Group's risk 
exposure and capital position. The models, scenarios and assumptions 

used are reviewed reqularly and updated if necessary. 

A. Currency exchanqe rate risk 

As an international qroup, AEGON is subject to currency risk. Also. 

currency rish exists for any policy denominated in currencies other 
than the policy's local currency. Equity held in subsidiaries is kept 

in local currencies to  the extent shareholders' equity is required to  
satisiy requlatory and self-imposed capital requirements. Therefore. 

,~:currency exchange rate fluctuations may affect the level of 

;...shareholders' equity as a result of translation int0 euro. The 
!remainder of the capital base (perpetual capital securities, perpetual 

'..:cumulative subordinated bonds. subordinated and senior debt) is 
(-: : 

held in, or swapped to, the various currencies in amounts that are 

,. tarqeted to correspond proporiionally to the booh value of its 
:.-country -., units. This balancinq mitiqates currency translation impacts 

, . 3 o  equity and leveraqe ratios. Currency risk in the investment 
i--~-portfolios is manaqed usinq asset liabiiity matching principles. in the 

Netherlands. the majority of AEGON's equity holdinqs are invested in 
an internationally diversified portfolio rather than soiely in euro 

denominated equities. 
AEGON does not hedge the income streams from the main non-euro 

units and. as a result, earninqs may fluctuate due to currency 

translation. As AEGON has siqnificant business segment8 in the 
United States and in the United Kingdom. the principal sources of 

,... 

.., 

'-. 

exposure from currency iluctuations are i rom the differences 

between the US dollar and the euro and between the UK pound and 

the euro. AEGON may experience siqnificant changes in net income 

and shareholders' equity because of these fluctuations. 

E. Interest rate risk 

AEGON bears interest rate risk with many of its products. In cases 

where cash flows are highly predictable, investing in assets that 
closely match the liabilities can mitigate this rish. For some of the 

businesses capital markets are not wel1 developed which prevents 
the complete matching of assets and liabilities for those businesses. 

For some products. cash flows are Iess predictable as a result of 

policyholder actions that can be afiected by the level of interest rates. 

In periods of rapidly increasing interest rates. policy loans, 

surrenders and withdrawals may and usually do increase. Premiums 

in flexible premium policies may decrease as policyholders seek 

investments with higher perceived returns. This activity may result 

in cash payments requirinq the sale of invested assets at a time 
when the prices of those assets are adversely aifected by the 

increase in marhet interest rates: this may result in realized 

investment losses. These cash payments to policyholders result in a 

decrease in total invested assets and a decrease in net income. 

Amonq other thinqs. early withdrawals may also require acceieraied 
amortization of DPAC, which in turn reduces net income. 

During periods of sustained low interest rates. life insurance and 

annuity products may be relatively more attractive to consumers. 
resultinq in increased premium payments on products with flexible 

premium features, and a higher percentage of insurance policies 

remaininq in force from year to  year. During such a period. 
investment earninqs may be lower because the interest earninqs on 

new fixed-income investments likely wil1 have declined with the 

market interest rates. in  addition. mortqages and redeemabie bonds 
in the investment portfolio are more lihely 10 be repaid as borrowers 

seeh t o  borrow at lower interest rates and AEGON may be required 
to reinvest the proceeds in securities bearinq lower interest rates. 

Also. in a period of low interest rates, AEGON may not be able to 
reduce creditinq rates on policies and still preserve margins as a 

result Of minimum guaranteed creditinq rates provided on policies. 

Accordinqly. durinq periods of sustained low interest rates, net 
income may deciine as a result of a decrease in the spread between 

either the interest rates credited to policyholders or the rates 

assumed in reserves and returns on the investment portfolio. 

If interest rates rise, there may be unrealized losses on some of our 
assets that wil1 be recorded as neqative income under IFRS. This is 

inconsistent with the IFRS accounting on much of the company's 

liabilities where. when interest rates rise, correspondinq unrealized 
gains do not affect income in the shorter term. Over time, the short- 

term reduction in income due to risinq interest rates would be offset 
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by higher income in later years al1 else equai. Therefore. risinq 
interest rates are not considered a long-termlrisk to the company. 

The qeneral account fixed-income portfolio8 of AEGON Americas and 

AEGON The Netherlands accounted for 93% of the total qeneral 

account fixed-income portfolio of the Group on December 31, 2006. 
AEGON USA and AEGON The Netherlands 'lmanaqe their duraiion 

mismatch on the basis of their expectations for the future level of 

interest rates within limits. Presently, other AEGON country units 

I1 
1' 

1 
I1 
I1 

target ihe duration of their assets to equal approximately the 

duration of their liabiliiies where possible. In addition to Point in time 

duration measurement. determinisiic and stochastic scenario8 are 
used to measure and manage interest raie risk. In these models, 

policyholder behavior changes are anticipated. These rnodels are 
used by al1 country units and aqqreqated at qroup level. The iable 

that follows shows each of the last five year-end interest rates fOr 

ihe period from 2002 throuqh 2006. 

2002 2003 2004 2005 2006 

Interest rates 

ii 
1.38% 1.15% 2.56% 4.54% 5.36% 

2.87% 2.12% 2.16% 2.49% 3.73% 

3.82% 4.25% 4.22% 4.39% 4.70% 
4.24% 4.29% 3.68% 3.29% 3.97% 

3-month US LIBOR 

3-month EURIBOR 

10-year US Treasury I 
10-year Dutch qovernment II 

I 
!I The tables that follow show the effective interest rates and the 

earliest of contractual repricinq or r n a t h y  dates for qeneral 

account financial assets and borrowinqs. . 
General account bonds, money market investments. mortqaqe loans and private loans 

> 10 yrs 

2006 1 
< 1 y< 1<5yrs 5 < 10 yrs 

Amount Yield Amount Yield Amount Yield Amaunt Yield 

Bonds, money market and other 
short-term investments 9,472 5.40% 29,033 5.43% 28,176 5.52% 35.298 5.90% 

Mortqaqe loans 2,023 5.69% 3.843 5.96% 5,650 5.79% 4,655 6.09% 

Private loans 60 5.79% 98 5.89% 1 23 5.04% 26 6.28% 

I 
(( c t v r  I < 5 yrs 5 < 10 yrs ' 10 vrs , :r. 

! i  

Yield Amount Yield Amount v i , i d y  Ampunt Yield Amount 
b. 

short-term investrnents p 2  6.03% 30,895 4.92% 37,680 5.42% 34,581 5.85%:~;,, 

Mortqaqe loans 2.840 4.86% 4,118 6.02% 5,508 5.94% 4,765 6.35%.':$ 

Private loans ] 240 4.35% 176 5.96% 171 5.08% 22 5.71%' ' 

!! Bonds. money market and other ' ~r%'i 
8,L?Ly 
', : !-:i 

... ~i . ...I 
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Financial liabilities relatinq to trust pass-throuqh securities and borrowinqs 
2006 

< I  vr 1 < 5 yrs 5 < 10 yrs > 10 yrs 

1 
I Amount Yield Amount Yield Amount Yield Amount Yield 

~ - - ~ - Trust pass-throuqh secur i t ies - 123 7.64% 
Subord ina ted  bor rowinqs  - 34 6.51% ~ - ~ - 

üorrowinqs 935 4.30% 1,397 6.17% 1,173 5.12% 1.486 5.89% 

~ 

I 
2005 

< l v r  1 < 5 yrs 5 < 10 yro > 10 yrr 

Amount Yield Amount Yield Amount Yield Amount Yield 
- ~ - - ~ Trust  pass-throuqh secur i t ies - 437 7.67% 

Subord ina ted  bor rowinqs  251 8.02% 33 6.51% ~ - ~ - I 
Bor rowinas  1,357 6.61% 1.689 6.11% 1.549 5.53% 937 6.27% 

The tables t h a t  fo l low show the expected  cash f lows f o r  insurance 

and inves tment  contracts.  

Financial liabilities relatinq to insurance and investment contracts 
2006 

1 vr 1 5 yrr 5 10 vrs ) 10 yrs 
Amount Amount Amount Amount 

Insurance cont rac ts '  7.698 21,901 16,943 110.137 

Insurance cont rac ts  f o r  account  of pol icyholders '  5,169 21,504 19,833 74,481 

Investment contracts i  12,528 16,211 5,908 9,750 

inves tment  cont rac ts  f o r  account of pol icyholders ' , '  4,214 19,290 21,940 83,098 

' The proiected cash benefit payments are bared on rnanaqements'best estimates of the expected grOss benefits and expenres partially offset by the expected 
qross premiums, lees and charges relatinq to the existing business in force. Estimated cash benefit payrnents are bared an mortality. morbidity and lapse 
assumpiions camparable with AEGON's historica1 experience, madified for recent obrerved trends. Actual payrnent obligations may differ if experience varies 
fram these asrumptionr. The cash benefit payments are presented on an undiscounted basis and are before deduction of tax and before reinsurance. 
The iiaDility amount in OUT consolidated financial statement retiects m e  discountinq lor interest as wel1 as adjustments lo r  the timing o1 other factors as described 
abave. AS a result. the sum Of the cash benefit payments shown fo i  al1 years in the table exceeds the correspondinq liabilityamounts inciuded in notes19.20 and 

* The cash tiows included in the table are Consistent with those included in [he fair value measurement Of the liabilities. Mare details on [he productr. and terrnr and 
22. More details on the productS. terms and conditions are included in nate 4.1. I 

Conditiom areincluded in notes 4.1 and 22. . . ,  ... 
. .  : .,: .. . 
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C. Credit risk 
As premiums and deposits are received. these funds are invested to 
pay for future policyholder obliqations. For qeneral account products. 

AEGON typically bears the risk for investment performance equalinq 

the return of principal and interest. AEGON is exposed to credit risk 

on its qeneral account fixed-income portfolio (bonds. mortqaqes and 

private placements), OTC derivatives and ireinsurance contracts. 

Some issuers have defaulted on their financial obliqations for various 

reasons, includinq bankruptcy. lack of liquidity. downturns in the 

fraud. In the past, poor economic and investment climates in 

AEGON's major markets resulted in siqnificant investment 

impairments on AEGON's investment assets due to defaults and 

overall declines in the Securities markets. Credit default rates have 
been beniqn in 2005 and 2006. However, a return to excessive 

defaults or other reductions in the value of these securities and 

loans could have a material adverse effect on AEGON's business, 
results of operations and financial con dit ion;^ AEGON manaqes credit 

risk exposure by individual counterparty. sector and asset class. It 
may mitiqate credit risk in derivative contracts by entering in 

I1 

ll 
n 

I1 

11 . . 

I1 

I1 

economy o r  downturns in real estate values! 11 operational failure and 

11 

I1 

u 
ll 
I1 

I1 

11 

ll 

I1 

AA 

A 

Eelow A 

collateral agreements where practica1 and in International Swaps and 

Derivatives Association (ISDA) master nettinq aqreements for each 

of AEGON's legal entities to facilitate AEGON's riqht to offset credit 
risk exposure. The credit risk.associated with financial assets subject 

to a master nettinq arranqement, is eliminated only to the extent 

that financial liabilities due to the Same counterparty wil1 be settled 

after the assets are realized. The extent to which the exposure to 
credit risk is reduced throuqh a master nettinq agreement may 

change substantially within a short period of time, because the 

exposure is affected by each transaction subject to the arrangement. 
AEGON may als0 mitiqate credit risk in reinsurance contracts where 

possible by retaining ownership of assets required to support 

liabilities ceded or by requirinq the reinsurer to hold assets in trust. 
For the resuitinq net credit risk exposure, AEGON employs 

deterministic and stochastic credit risk modelinq in order to assess 
the Group's credit risk profile, associated earninqs and capital 

implications due to various credit los8 scenarios. 

The ratings distribution of qeneral account portfolios of AEGON's 

major country units are presented in the table that follows, orqanized 
by rating cateqory. 

1,865 1,297 
1,057 378 

28 122 

The United Other Total' Total' 

17,022 1,464 160 273 18.923 18,598 

8,424 92 1 887 502 10,734 9,242 

19,088 1.849 2,478 946 24,361 29,327 

16,630 633 680 83 18,025 20,102 

1.836 155 - 11 2,003 2,244 

AAA 

AA 

A 

1,522 161 5 2 1.691 1.609 

318 17 ~ 335 341 

BBB 

BB 

B 
CCC or lower 
Sovereign exposure 6,035 9,611 359 2,220 18.242 20,501 

1 
Americas Netherlands Kingdom Countrier 2006 2005 Ratlnq cateqory I1 

i 
i 

- 

A c c d c  nnt riitrid I1 30.213 13.391 262 295 44462 47.348 

4,332 138,776 149,312 j_, 
101,088 Z W O 2  4,831 

~.i...i 

I1 
~ ,. ,. . ' Indudes investrnents Of Holdip" 2nd nlhm r r t i u i i i ~ c  ~. -. . . .. .. . . .. 

p.., , .. . I 
The followinq table shows the credit of qeneral account 

reinsurance assets specifically. 
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The table that follows shows the Group's maximum credit exposure 

from investments in general account financial assets, as wel1 as 

general account derivatives and reinsurance assets and off balance 
sheet exposures. 

ExPOsUre Exposure 
General account and off balance sheet exposures 2006 2005 

Shares 7,745 7,896 

Bond8 97.554 107,947 

Money market and other short-term investments 4,425 3,201 

Mortgage loans 16,171 17,231 

Private loans 307 609 

Other loans 4,127 3,945 

Other financial assets 3,246 2,823 

Derivatives with positive values 1,510 1,855 

Reinsurance assets 3,691 3,805 

138,776 149,312 

Refer to note 49 and note 50 for further information on capital exposures from its country units to assess overall credit risk. To 

commitments and contingencies and on collateral given. which may manage its credit risk, AEGON ha8 a single credit counterparty limit 
expose the Group to credit risk. policy to  be applied to  al1 forms of credit risk. Al1 forms of credit risk 

Country units apply specific quideiines for the acceptable levels of are required to be aqqregated by counterparty and measured for 
credit risk. AEGON monitors its aqqreqate exposure to credit compiiance aqainst country unit credit limits and group-wide credit 

counterparties at qroup level. For this purpose, AEGDN aqgregates limits. The qroup-wide limits are shown in the table that follows. 

AEGON qroup-wide counterparty exposure limits' 

AAA 1 ,OW 

AA 1,000 

Credit ratinq Limit 

,-.A 750 

1.. BBB 500 
! BB 250 
,;:. --E 125 
p , , I The fixed-income iksuer ratinq is wed when applyinq the credit counterparty iimit exposure policy. 

,..~ 

L..", 

'L-if an exposure exceeds the stated limit as a result of a downqrade, 

",the exposure must be readjusted to the limit for that rating cateqory 
j .. 

as soon as possible. The limits vary with the asset quality of the 

security as can be seen in the above table. Exceptions to  these limits 

can only be made after explicit approval from AEGON's Group Risk 

and Capital Committee. 

~I 
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The tables that follow present spec 

inforrnation for generai account finanr 

Credi t  risk concentrat ions - share 

Cornrnunication 

Consurner cyclical 

Consurner non-cyclical 

Financials 
Funds 
Industries 

Resources 
Services cyciical 

Services non-cyclicai 

Technoloqy 

Transport 
Other 

' Includes invertments of Holding and other 

Credi t  r i sk  concentrat ions - 
bonds and money marke t  i nves tm 

Asset backed securities íABSs) - Aircri 

ABS8 - Coliateralized Bond Obiiqation: 

ABS8 - Housinq reiated 

ABSs - Credit cards 
ABSs - Other 

Collateralired rnortgaqe backed securt 
Financial 

industrial 
Utility 

Sovereign exposure 

' Includer investments of Holding and other 

' it risk concentration 

i. 

The United Other rotar' Total' 
Americas Netherlands Kinqdam Countries 2006 2005 

56 55 12 122 83 - 
- 94 105 2 201 158 
~ - 29 407 436 431 

1,042 1,792 2 5 2.821 2.700 
681 1,337 71 21 2,110 2.2w 

20 465 5 490 706 

287 287 261 
242 242 499 

374 374 165 
81 215 296 302 

2 38 40 5 
130 134 61 325 386 

2.135 5.451 73 106 7.745 7,896 

~ 

- - - 
- - - 
- - - 

- - 
~ - 
~ 

The United Other Total' Total' 
Americas Netherlandc Kinadom countries 2006 mos 

~~ 

~ - - 195 195 303 
926 31 957 1,197 

3,314 14 - 13 3,341 3.808 

2,557 2.557 2,995 
3,027 ~ 42 3,068 2,921 

~ - 

~ ~ - 
- 

9,992 889 12 58 10,951 10,069 
20.870 2,769 2,527 782 26,951 27,233 
26,082 1,232 1.283 431 29,030 34,152 
6,013 306 154 1 94 6,667 7,887 
6,006 9,601 359 2.277 18,262 20.583 

78,982 14,811 4,335 3.828 10 1,979 11 1,148 ,.<:p 
j__ l  

! ' ~ ~ . '  

... \?,,a 

... 

I 
. ,.. 

, .  ,~.. 
~, ,:f 

I 

t.."! 
,'Z, 

I 
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The United Other Total Total 

Credit risk concentrations - mortqaqes Americas Netherlands Kinqdom countries 2006 2005 
~ - Ayricultural 444 39 483 477 
- - Apartment 2,004 434 2,438 2,734 

Industrial 2,349 2,349 2,443 
Office 4,076 29 4,105 4,520 
Retail 2.348 2 2 2,352 2,606 

Other commerciai 487 18 2 507 575 
Residential 107 3,830 3,937 3,876 

11,815 4.352 4 16,171 17,231 

~ ~ - 
- - 
~ 

- 
~ - 
- 

D. Equity market and other investment risks 
Fluctuations in the equity. real estate and capital markets have 

adversely affected AEGON's profitability, capital position and sales of 

equity related products in the past and may continue to do so. 

Exposure to equity, real estate and capital markets exists in both 

assets and liabilities. Asset exposure exists throuqh direct equity 

investment. where AEGON bears al1 or most of the volatility in returns 
and investment performance risk. Significant terrorist actions. as wel1 

as general economic conditions, have led to and may again result in 

Significant decreases in the value of AEGON's equity investments. 

Equity market exposure is present in equity-linked product8 whereby 

policyholder funds are invested in equities at the discretion of the 
policyholder: here most of the risk remains with the policyholder. 

Examples of these products include variahle annuities, variabie 
universal life, unit-linked products and mutual funds. AEGON typicaily 

earns a fee on the asset balance in these products and therefore ha8 

a risk related to  the investment performance. In addition, some of 

this business has minimum return or accumulation quarantees, 
which are often life continqent or continqent upon policyholder 

persistency. AEGON is at risk if equity market returns do not exceed 

these quarantee levels and the company may need to  set up 
.additional reserves to fund these future yuaranteed benefits. AEGON 

1 

. . i  ..,, 

. ,  
. . ~ I  

is also at risk if returns are not sufficient to allow amortization of 

DPAC and deferred transaction costs. It is possibie under certain 

circumstances that AEGON would need to accelerate amortization of 
DPAC and deferred transaction costs and to  establish additional 

reserves fOr minimum guaranteed benefits. which would reduce net 
income and shareholders' equity. Volatile or poor market conditions 

may als0 siqnificantly reduce the popularity of some of AEGON's 

savinqs and investment products. which could lead to lower sales 

and lower net income. 

The general account equity, real estate and other non-fixed-income 
portfolio of AEGON USA and AEGON The Netheriands accounted for 

99% of the total general account equity. real estate and other non- 
fixed-income portfolio of the Group a t  December 31, 2006. Of 

AEGON's country units, AEGON The Netherlands hoids the larqest 
amount of equities, both in absolute terms and expressed as a 
percentage of total general account investments. The largest part of 

the equity portfolio of AEGON The Netherlands consists of a 
diversified portfolio of global equities and 5% equity holdings in 

Dutch companies. which include non-redeemable preferred shares. 
The table that foilows sets forth the year end closiny levels of certain 

major indices. 

.-Year-end ... 2002 2003 2004 2005 2006 

:'SbP 500 880 1,112 1,212 1,248 1,418 

'Nasdaq 1,336 2,003 2,175 2,205 2,415 

'-FTSE .... 100 3,940 4,477 4,814 5,619 6,221 
''..AEX r 323 338 348 437 495 
..., 

;.-- 
AEGON's shareholders' equity is directly exposed to, amonq other 

thinqs. rnovements in the equity and real estate markets and to 
movernents in interest rates. In addition, net income is sensitive to 
the fees earned on equity investments held for the account of 

policyholders as wel1 as the amortiration of DPAC and deferred 

transaction costs and provisioniny for minimum product yuarantees 
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h' 
I E. Underwritinq risk 

AEGON's earninqs depend siqnificantly upon the extent t o  which 

actual claims experience is consistent with the assumptions used in 
setting the prices for products and establlshinq the technicai 

liabilities and liabilities for claims. To the extent that actual claims 

experience is Iess favorable than the underly(nq assumptions used in 

establishinq such liabilities, income would be reduced. Furthermore. 

if these hiqher claims were part of a trend, AEGON may be required 

to  increase liabilities, which could reduce income. In addition. certain 

acquisition costs related to  the sak of new pil icies and the purchase 
of policies already in force have been recorded as assets on the 

balance sheet and are beinq amortized into income over time. If the 

assumptions relatinq to the future profitability of these policies (such 
as future claims. investment income and expenses) are not realized. 

the amortization of these COStS could be accelerated and may even 

require write offs due to unrecoverability. This could have a material 

adverse effect on AEGON's business, results of operations and 
financial condition. 

Sources of underwritinq risk include policy lapses and policy claims 
such as mortality. morbidity and expenses. ,In qeneral. AEGON is at 

risk if policy lapses increase as sometimes AEGON is unable to fully 

recover up front expenses in sellinq a product despite the presence 

!I 

i1 . , I 

I1 I 
U 

I1 

ll 
U 

I !I 

H 
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of commission recoveries or surrender charges and fees. For 

mortality and morbidity risk, AEGON seils certain types of policies 

that are at risk if mortality or morbidity increases, such as term iife 

insurance and accident insurance, and selis certain types of policies 
that are at risk i f  mortality decreases such as annuity products. 

AEGON is ais0 at risk i f  expenses are hiqher than assumed by 
management. 
AEGON monitors and manaqes its underwriting risk by underwriting 

risk type. Attribution analysis is performed on earninqs and reserve 

movements in order to understand the source of any material 
variation in actual results from what was expected. AEGON's units 

als0 perform experience studies for underwritinq risk assumptions. 

comparinq AEGON's experience to industry experience as wel1 as 

combininq AEGON's experience and industry experience based on 
the depth of the history of each source to AEGON's underwritinq 

assumptions. Where policy charges are flexibie in products. AEGON 
uses these analyses as the basis for modifyinq these charges. with a 

view to  maintain a balance between policyholder and shareholder 
interests. AEGON als0 ha8 the ability to reduce expense levels over 

time, thus mitiqatinq unfavorable expense variation. 
Sensitiviiy analysis of net income and shareholders' equity to various 

underwritinq risks is shown in the table that foilows. 

Sensitivity analysis of net income and 

20% increase in lapse rates 

20% decrease in lapse rates 
10% increase in mortality rates 

10% decrease in mortality rates 

10% increase in morbidity rates 

' Basic assurnptions: no colrelation between madets and risks. unchanqed conditions lor ai1 ather arrets and liabilities and limited management actions taken. I '? 
Al1 changes are relative to net income and shareholoers'equity. Effects do not tend to be iinear and therefore cannot be extrapolaled lor larqer increases ar decreare?.-" 
The mortality sensilivities assurne that mor la lil^ increases or decreases for ai1 PrDdUctS reqardless of whether ane product produces a qain 01 105s on the 

6 1  
, .. .- 

10% decrease in morbidity rates 1 
! ! .- 

directional change. L t i  

Estimatcd approximatc eitects 
on net incomelequity 

2006 

(44) 
44 

(88) 

88 

(61) 

ihareholders' equity to various underwritinq risks',2. 
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SEGMENT INFORMATION 

Income statement - Operatinq earninqs 
2006 The Unlted 
Amounts in EUR miiiion Americas Netheriands Kinqdom 

Traditional life 570 1 89 21 

Life for account of policyholders 87 315 204 

Fixed annuities 434 - ~ 

Variable annuities 260 - - 

Institutional quaranteed pfoducts 275 ~ ~ 

Fee - off balance sheet product8 54 35 ~ 

Reinsurance 163 ~ - 

Accident and health insurance 331 34 - 

Generai insurance - 26 ~ 

Bankinq activities - 35 - 
Other - - - 

Holding 
Other and other 

countries activities 

10 
8 

(1) 

1 

- 
- 
- 
~ 

- - 

(14) - 
- - 

A ~ 

Elimi- 
naiionr Toial 

- 790 
~ 614 

- 433 
~ 261 

- 275 

75 
- 163 

~ 369 

55 
35 

- 

- 
~ 

~ ~ 

~ ~ ~ Interest charges and other - (238) (4 1 (242) 

Operatinq earnlnqs before tax 2,174 634 225 37 (238) (41 2.828 
Gains/(iosses) on investments (22) 413 16 20 42 - 469 

impairment charges (115) (27) (1) (143) 
Impairment reversals 1 03 15 118 
Other non-operating incomel(charqes) 90 (4) 86 

incorne before share in profitlloss of 
associates and tax 2,140 1.035 330 51  (1961 (8 )  3,358 

Share in profitl(loss) of associates 7 1 24 32 

Income before tax 2,140 1.042 331 81 (196) (8) 3,390 
Income tax (587) (2) (99) (45) 132 - (601) 

~ ~ ~ 

- - - - 
~ - - - 

- - - 

Incorne after tax 1,553 1.040 232 36 (64) 18) 2,789 

Attributable to minority interest ~ ~ ~ 

NET INCOME ATTRIBUTABLE TO EQUITY 
HOLDERS OF AEGON N.V. 1.553 1.040 232 36 (64) (8) 2.789 

~ ~ - - 

- . ~  '. . .<. 
~ ..; .. . 

.... 
!?,.i 
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income statement - Operatinq earnini 
2005 
Arnounts in EUR rniilion 

Traditional life 

Life for account of policyholders 

Fixed annuities 

Variable annuities 

Institutional quaranteed products 
Fee - off balance sheet products 

Reinsurance 
Accident and health insurance 

General insurance 

Bankinq activities 
Other 

Interest charges and other 

Operatinq earnlnqs before tax 
Gainsl(losse8) on investments 

Impairment charges 

Impairment reversals 
Other non-operating incornel(charqesj 

Income before share In profitlloss of 
associates and tax 

Share in profiil(loss1 Of associates 

Income before tax 

Income tax 
Income after tax 

Attributable to minority interest 

NET INCOME ATTRIBUTABLE TO EQUI1 
HOLDERS OF AEGON N.V. 

541 270 13 ~ - 823 

- 243 

~ 425 

- 130 

~ 280 
~ 33 
- 105 
~ 324 

- 55 
- 15 

- (61 
- - - ~ (2601 (20) (280) 

1.899 322 162 44 (260) (20) 2,147 
240 985 9 12 (89) - 1,157 

(100) (44) (3) ~ - - (147) 
142 19 ~ 161 

- - - 277 1 M  176 (31 

~ - - 

2,181 1.282 272 232 (352) (20) 3,595 
4 ~ 16 - - 20 

2.181 1.286 272 248 (352) (20) 3,615 

(5661 (272) (128) (37) 118 - (885) 

- 

1.615 1,014 144 211 (234) (20) 2.730 
2 2 - - ~ - - 

1.617 1,014 144 211 (234) (ZO)  2,732 
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Holding Incorne statement - Operatinq earninqs 
2004 The United Other and other Elimi- 
Amounts in EUR million Americas Netherlandr Kinadom Countries activities natiom Total 

Traditional iife 514 40 (12) 24 - - 566 

Life for account of policyholders 86 45 168 5 ~ 304 

Fixed annuities 284 - - 284 

Variable annuities 177 - - ~ 177 

institutional quaranteed products 367 - - 367 

Fee - off balance sheet products (1) 26 5 6 ~ - 36 

Reinsurance (88) - - (88) 

Accident and health insurance 290 27 8 ~ - 325 

General insurance - 34 - 70 - - 104 

ûanking activities 24 24 

Interest charges and other (328) 1 (327) 

Operatinq earninqs before tax 1,629 196 161 113 (3281 1 1,772 
Gains/(iosses) on investments 225 907 4 15 52 - 1,203 
Impairment charges (237) (19) (3) (2) ~ (261) 

Other non-operatinq income/(charges) 58 (80) (22) 

- 
~ - ~ 

~ - 
- - - 

~ - ~ 

~ 

- ~ - ~ - 
- - ~ - 

- 

Impairment reversais 78 78 - - - - ~ 

~ - - ~ 

Incorne before share in profitlloss of 
associates and tax 1,695 1,084 220 126 (356) 1 2,770 
Share in profit/(loss) of associates 3 13 9 ~ 25 ~ - 

Incorne before tax 1,698 1,097 220 135 (3561 1 2,795 
1nrnme tar f i i X  11771 1991 1341 126 - (5371 

income after tax 1,345 920 121 101 (2301 1 2,258 

Attributable to  minority interest 12) (2) ~ - - ~ - 

NET INCOME ATTRIBUTABLE TO EOUITY 
HOLDERC OF AEGON N.V. 1.343 920 121 101 1230) 1 2.256 
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Income statement - Seqment revenu 
2006 
Amounts in EUR million 

Traditional life 
Life for account of policyholders 

Fixed annuities 

Variable annuities 

Institutional guaranteed products 

Fee - off balance sheet products 

Reinsurance 
Accident and health insurance 

General insurance 
Bankinq activities 

Holding and other activities 

Total revenues 

Income from reinsurance ceded 
Net fair value and foreiqn exchange qain 

Net qains on investments for account of 

Segment expenses' 

Net fair value and foreiqn exchange lass' 

Net losse8 on investments for account o 

policyholders 

policyholders 

interest charges and related fees 

OPERATING EARNINGS BEFORE TAX 

I Charqes to poiicyholdeis in respect Of incom 
non-operatinq incomelícharqer). 

................................................................. 

Holdinq 
The United Other and other Elimi- 

Arnericar Netherlands Kinqdom countriei activities nationr Total 

4,962 2,683 1,824 1.247 - 
~ 10,716 

1,923 2,123 9,865 759 - - 14,670 
2,546 - - - ~ - 2.546 

a32 1 
~ 833 

1,550 - - - ~ - 1,550 
538 316 216 27 - 

~ 1,097 
1,719 - - - - 1,719 
2.309 214 74 

~ 2.597 
47 1 - i39 - - 610 
227 - - - ~ 227 

- - - 895 (845) 50 

895 (8451 36,615 
1.342 1 115 10 - 

~ 1,468 
612 264 15 5 45 (41 937 

~ - - 

~ 

- - 
~ 

~ 

~ 

16,379 6,034 11,905 2,247 

4.963 528 3.668 156 - (2) 9,313 

(591 (23) (45) ~ (127) 
(20.962) (5,984) (14.449) (2,355) (92) ~ 143.8421 

- - 

(11 (156) (1,014) (3) - [ 1,1741 
~ 

(1WI (531 (151 - (1,041) 847 (362) 
2,174 634 225 37 (2381 (41 2.828 

AEGON UK to the amount of EUR 75 million are exciuded from seqment expenses and included in other 

I! .. -~ 
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Holding Income statement - Seqment revenues 
2005 The United Other and other Eiimi- 
Arnounts in EUR miiiion Americas Netheriands Kinqdom Countries activitier nations Totai 

~ Traditional life 5,114 1,763 986 1.160 - 9.023 

Life for account of policyholders 1,077 3,181 6,412 257 - - 10,927 

Fixed annuities 2,538 - 2,538 

Variable annuities 780 1 781 
Institutional guaranteed products 1,133 - 1,133 

Fee - off balance sheet products 459 269 142 20 890 
Reinsurance 1,455 - - ~ 1,455 

Accident and heaith insurance 2,299 218 - 72 ~ 2.589 

General insurance 484 143 627 
Banking activities 249 249 

Other 3 3 

Holding and other activities 741 (620) 121 

Total revenues 14,855 6,164 7,540 1,656 741 (620) 30,336 
income from reinsurance ceded 1,407 - 278 6 - - 1,691 

Net fair value and foreiqn exchange gains 270 303 13 2 117 (7)  698 

Net gains on investments for account of 

Segment expenses' (17.578) (7.644) (14.144) (1.668) (124) - (41,158) 

~ - - ~ 

- ~ - - 
~ - - ~ 

- - 
- ~ 

- 
I - ~ - ~ 

- - - - - 
- - - - ~ 

- - - ~ 

policyholders 3,061 1,751 6,477 62 - (11) 11,340 

Net fair value and foreiqn exchanqe losses (58) (202) - (12) (113) - (385) 

poiicyholders (2) (2 )  
Net losses on investments for account of 

- ~ - - - 
Interest charges and related fee8 (58) (50) (2) - (881) 618 (373) 

OPERATING EARNINGS BEFORE TAX 1.899 322 162 44 (260) (20) 2.147 

' Charges to poiicyhalders in respect Of income tax in AEGON UK to the amount Of EUR 104 millioo are exciuded from segment expenses aod included i0 other 
I nonwperating income/(charger). 
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Income statement - Seqment revenues I 
2004 The Lnited Other and other Elimi- 
Amounts in ELR miliion 1~ Americas Netherlandr Kinqdom countrier activities nations Total 

Holding 

Traditional life 4,991 1,976 609 856 ~ - 8,432 

Life for account of policyholders 

Fixed annuities 

Variabie annuities 

lnstitutional quaranteed products 

Fee - off balance sheet products 
Reinsurance 

Accident and health insurance 

General insurance 
Bankinq activities 

Other 

1,168 2,720 1: 
1, 2,710 - 

692 ~ 

802 - 
417 257 

I 

I' 1,277 
2,305 211 

~ 485 

~ 284 

1: 

I1 

- 

- - 

Holding and other activities I' ~ 

Total revenues 14.362 

Income from reinsurance ceded 1,400 

1 89 Net fair value and foreiqn exchange gains 

Net gains on investments for account of 

I1 

U 

policyholders 3.424 

Seqment expenses' (17,603) 

(114) 
I 

Net fair value and foreiqn exchange losses ; 
I 

Net losses on investments for account of !' 
policyholders ! ~ 

5,933 7.198 

(621 193 

.6 2 

50 2.359 

(5,592) (9,590) 
(79) - 

~ 837 (518) 

1.488 837 (5181 
17 ~ 

~ 

1 7 1 

(13) 

10,494 

2,710 

693 

802 

802 

1,277 
2,608 

879 

284 
~ 

319 
29.300 

1,548 

206 

__ 

5,873 

(34.545) 
(199) 

(13) 
Interest charges and related fees 11 (29) (601 (11 - (825) 517 (398) 

OPERATING EARNINGS EEFORE TAX (( 1,629 196 161 113 (328) 1 1,772 

' Charges to policyholders in respect of income tak in AEGON U K  to the amount of EUR 58 million are excluded from segment expenses and included in other 
I! non-operatinq income/(charqes). 
I1 

Y 
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Notes to  the consolidated financial statements of AEGON Group Note 5 

................................................................................................. 

Holdinq 
Other selected income statement items The United Other and other 

Amortization of deierred expenses, VOBA and future 

2006 Americar Netherlands Kinqdom countriei activities rotai  

~ servicinq riqhts 999 199 276 83 1,557 

Depreciation 47 13 40 10 2 112 

Impairment charqes/(reversals) on iinancial assets, excludinq 

Impairment chargesl(reversal8) on non-financial assets and 

- ~ receivables 12 12 1 25 

- - ~ ~ receivables 9 9 

2005 

Amortization of deierred expenses, VOBA and future 
servicinq riqhts a32 157 187 66 1,242 

Depreciation 45 12 46 9 13 125 

Impairment charqesl(rever8als) on financial assets. 

Impairment charqesl(reversa1s) on non-financial assets and 

- 

~ ~ excludinq receivables (42) 25 3 (14) 

- - receivables 3 2 7 12 

2004 

Amortization of deferred expenses. VOBA and 
~ iuture servicinq riqhts 1,004 242 176 54 1,476 

Depreciation 46 11 49 9 149 264 

159 19 3 2 183 Impairment charqesl(reversa1s) on iinancial assets, 

Impairment charqesl(reversal8) on non-iinancial assets 

~ 

excludinq receivables 

- - ~ and receivables 95 1 96 

Hoidinq 
Number of employees The United United and other 
2006 Americas Netherlands Kinqdom Kinqdom activities Total 

Employees - excluding aqents 11,753 5,048 4.489 2,113 173 23,576 

Agent-employees 2,483 1,356 150 1,161 5,150 

::. . 14,236 6,404 4,639 3,274 173 28,726 

~ .- ..~ 

2005 
.Tmployees - excludinq aqents 11,361 4,211 4,378 1,794 186 21,930 

- 2,654 1,487 161 927 5,229 

14,015 5.698 4,539 2.721 186 27,159 

., 
Agent-employees 

._i 

,..Employees - excludinq aqents 11,275 4,337 4,354 1,929 326 22.221 
.... 

~ ;,Aqent-employees 2,754 1,473 159 839 5,225 

14,029 5,810 4,513 2,768 326 27,446 

Revenue from transactions between reportinq segments were not EUR 845 million (2005: EUR 620 million and 2004: EUR 518 million). 

material durinq the iinanciai period, with the exception of the Al1 intercompany loans transactions are done on at arms' lenqth 
interest income on intercompany hans  issued by a holding basis, based on readily available information. 

company in the Holdinqs and other activities segment amountinq to  
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........................... 

Anaiysis of operat inq earninqs before 
2006 

Premium income 

Investment income 

Fee and commission income 

Income from reinsurance ceded 

Fair value and foreign exchange gains 
Premiums 10 reinsurers 

Policyholder claims and benefits 
Commissions and expenses 
Fair value and foreign exchange losses 

Analysis of operat inq earninqs before 
2005 

Premium income 
Investment income 
Fee and commission income 

Income from reinsurance ceded 
Fair value and foreign exchange gains 

Premiums to reinsurers 

Policyhoider claims and benefits 
Commissions and expenses 

Fair value and foreign exchange losses 

Anaiys is  of operat inq earninqs before 
2004 

Premium income 

Investment income 
Fee and commission income 

Income from reinsurance ceded 

Fair value and foreign exchange qains 
Premiums to reinsurers 

Policyholder claims and benefits 
Commissions and expenses 

Fair value and foreign exchange losses 

.................................................................... 

: f r o m  non-iife business 
Accident 

m d  health General 
insurance insurance Totai 

2,241 

240 

116 
336 

16 

(318) 

(1,420) 
(840) 

( 2 )  

561 

49 
- 

3 

1 

(20) 
(348) 

(199) 
8 

~ 

2,802 

289 
116 

339 

17 

(338) 
í 1.768) 

(1,039) 
6 

369 55 424 

Accident 
and health 
insurance 

2.230 
225 

134 

390 
21 

(326) 
(1,478) 

(866) 

i f r om non- i i fe business General 
insurance 

573 
54 

~ 

- 

15 

(20) 
(359) 

(200) 

Total 

2,803 
279 

134 

390 

36 

(346) 

(1,837) 
(1,066) 

~ 

(6) (8) (14) 

324 55 379 

Accident 

insurance insurance Total 
and health General c f r om non- l i fe business 

1.1 

2,241 813 3,054 c: 
201 66 267.5 

351 15 366 '?y' 
I 15 - 15 I 

t../ 
(400) i: 

%;.i 

(1,402) (495) (1.897)& 

(884) (255) (1,139-ii 

i 66 - 16fi.k> 

(361) (39) 

. ,  
(2) (1) (3) 

325 104 429 
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Notes to  the consolidated financial s ta tements  of AEGON Group 0 Note 5 

................................................................................................ 

Holding 
Summarized assets and liabilities The United Other and other Elimi- 
per qeoqraphical seqment Americar Netheriands Kinqdom countrier activities nations Total 

2006 
Assets 
VOBA and future servicinq riqhts 2.800 117 1,120 41 - - 4,078 

Investments for account of policyholders 48.187 20,725 64,999 1,646 - (20) 135,537 
Investments in associates 24 32 17 404 5 (4) 478 

Deferred expenses 6.801 686 3,286 446 - - 11,219 

Investments general account 97,973 29,382 4,408 4,352 36 (20) 136,131 

Other assets 13,458 8.286 2,207 666 8,120 (5.367) 27,370 

TOTAL ASSETS 169,243 59,228 76,037 7,555 8.161 (5.411) 314.813 

Liabilities 

Insurance contracts qeneral account 61,159 18,151 5,043 4,075 ~ 88,428 

Insurance contracts for account of policyholders 36.986 20,383 13,201 1,624 ~ 72,194 

Investment contracts general account 30,380 5,492 591 155 - - 36,618 

Investment contracts for account of 
policyholders 11,201 798 52,075 23 - ~ 64,097 

14,486 9,635 1,724 343 7,770 (3,667) 30,291 Other liabilities 
TOTAL LIABILITIES 154,212 54,459 72,634 6,220 7,770 (3,667) 291.628 

~ 

~ 

2005 
Assets 

VOBA and future servicinq rights 

Investments general account 
Investments for account of poiicyholders 

Investments in associates 
Deferred expenses 
Other assets 

TOTALASSETS 

I 

3,359 

108,618 
47,448 

3 

6,911 
12,061 

178,400 

12 1,135 41 ~ 4,547 

30,407 3,652 3,313 113 (28) 146,075 

19,782 59,379 974 ~ (36) 127,547 

67 16 45 1 5 - 542 

778 2,965 422 - 11,076 

4.428 1,902 519 6,761 (4,243) 21,428 

55.474 69,049 5,720 6,879 (4,307) 311,215 

~ 

~ 

Liabiiities 
..". >: , 
."lnsurance contracts general account 70,720 18,033 3,632 3,305 - ~ 95,690 

~ Insurance contracts for account of policyholders 36,331 19,536 13,456 957 - 70,280 
z-Investment contracts general account 32,983 5,157 702 - 38.842 

".Investment contracts for account of 
r poiicyholders 11,118 1,217 46,372 17 - - 58,724 

i,"', 
~ 

~ - . .. 

,, ~ 

,.i: 
"'Other liabilities 11,017 6,520 1,787 285 6,968 (1,568) 25,009 

162,169 50,463 65,949 4.564 6,968 (1,568) 288,545 TOTAL LIABILITIES 
T I _  .._. 
!W 
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Notes to the consolidated financial statements of AEGON Group Note 6 - 7 

I . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ,  

INTANGIBLE ASSETS 

Future 
rervicing 

GmdwiiI VOBA riqhh Software Other Total 

Net book value 
At January 1,2005 13 3,950 133 80 7 4,183 

At December 31, 2005 65 4,396 151 60 6 4.678 

AT DECEMBER 31.2006 221 3,959 119 34 5 4,338 

I 
cost 

At January I. 2005 

Additions 

Acquisitions throuqh business combinations 

Net exchange differences 

13 6,654 186 237 8 7,098 

4 17 21 

50 88 25 - - 163 

2 905 18 10 ~ 935 

- ~ - 

Other (6) (6) 

AT DECEMBER 31,2005 65 7,645 229 264 8 8,211 

- ~ ~ - 

Accumulated amortization, depreclation 
and impairment Iosses 
At January I. 2005 - 2,704 53 157 1 2,915 

Amortization I depreciation throuqh income statement - 308 22 41 1 372 

Shadow accounting adjustments - (187) ~ - - (1871 

Impairment losse8 1 1 
Net exchange differences - 418 3 6 - 427 

Other 5 5 
AT DECEMBER 31,2005 - 3,249 78 204 2 3,533 

- ~ - - 

- ~ - - 

cost 
At January 1, 2006 65 7,645 229 264 8 8,211 

11 10 ~ 21 Additions - - 
~ %cquisitions through business combinations 160 114 - - 274 

- - ~ (36) 'Disposals 
Deferred tax (1) (1) 
,-;Net exchange differences (31 16351 (12) 1 - (€491 

(29) (7) 
.* 

~ - - - 
.. . I .~, 

#AT DECEMBER 31.2006 221 7,106 217 268 8 7,820 
'. .. ! 
':.Accumuiated amortization, depreciation 
.-and impairment Iosses 
I.." 

.._ 
,-:i 

At January I. 2006 ~ 3,249 78 204 2 3,533 

Amortiration / depreciaiion throuqh income statement - 246 22 35 1 304 

Shadow accounting adjustments (20) 1 (19) 
Disposals (71 - (7) 
Net exchange differences ~ (328) (3) 2 - (3299) 
A r  DECEMBER 31, zoo6 - 3,147 98 234 3 3,482 

- ~ - 
- ~ ~ 
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................................................................................................... 11 

In the preparation of the Opening Balance Sheet under IFRS as at 

January 1, 2004, business combinations prior to that date have not 

been restated and goodwill previously written off through equity ha8 

not been reinstated. 

Amortization and depreciation through the income statement is 
included in 'Commissions and expenses', except when i t  is related to 

the qains and losses on investments. in which case it is included in 
'Net qains and losses on investments'. 

None of the intangible assets have titles that are restricted or have 

been pledged as security for liabilities. 
Please refer t o  note 51 for information on the business combinations 

entered int0 by AEGON in 2005 and 2006. !he deferred tax in 2006 

I 

n : 

ll 

1 
11 

11 
I, 

relates to an adjustment to goodwill resultiny from the subsequent 
recoqnition of a deferred tax asset for the acquisition of Nationwide 

Poland. completed in the last quarter of 2005. The initiai allocation 

of goodwill ha8 not been completed for al1 business combinations 

included in the financial statements of 2006. 

With the exception of goodwill, al1 intanyible assets have a finite 

useful life and are amortired accordinyly. VOBA and Future Servicinq 

Riqhts are amortired over the term of the related insurance 

contracts. which can vary siynificantiy depending on the maturity of 
the acquired portfolio. Software is generally amortized over a period 

of three to five years. 

VOQA per line of business ij 2006 2005 

1.659 1,961 

1,101 1,121 
91 140 

Traditional life 

96 115 

8 23 

122 4 

710 814 

Life for account of policyholders 

Fixed annuities 

Variable annuities 

172 218 

Institutional yuaranteed products 

Fee - off balance sheet products 

AT DECEMBER 31 I1 3,959 4,396 

Reinsurance 

Accident and health insurance 

I 
I I 
I1 

I INVESTMENTS 

Investments for general account comprise iinancial assets. excluding 
derivatives, as wel1 as investments in real estate and real estate held 

for own me.  Refer to  note 8 for investments for which the 
investment risk is borne by the policyholders and to note 9 for 

details on general account derivatives. 

ll 
ll 

Note 2006 2005:., 

101,895 109.9266'11 , ~. 

20.605 21,785';:." 

1,527 1.2021::. ml 
+' 

1 
R H  9,548 10,73'31;,ki 

Investments ïor qeneral account 

Available-for-sak (AFSI 

Loans 
Held-to-maturity (HTM) 

Financial assets at fair value through profit or los8 (FVTPL)' 
Total financial assetS. excludinq derivatives 133,575 143.652'.; 

Investments in real estate 

Real estate held for own use 

' Refer to note 48 far a surnrnary of al1 financial +ets and financial liabilities a t  fair value throuqh profit or 1055. 

, . ~ ~ ,  
2.06a.t;-2 

136.131 146,075.:f: -..: 

..~. 2,243 
1 m 313 355.<? 

~ .. 
I 

TOTAL INVESTMENTS FOR GENERAL ACCOUNT 
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Notes to the consolidated financial statements of AEGON Group Note 7 - 7.1 

2006 2005 

Financia l  assets. 
exciudinq der ivat ives hFS Loans HTM FVTPL Total AF5 Loans HTM FVTPL Total 

Shares 4,963 - ~ 2,782 7,745 5,201 - - 2,695 7.896 

Bond8 91,637 - 1.502 4,415 97,554 100,866 - 1,166 5,915 107,947 

Money market and other 
~ short-term investments 4,387 - 38 4,425 3,151 - ~ 50 3,201 

Mortqaqes - 16,171 - - 16,171 ~ 17,231 - - 17,231 
- ~ - - - - Private loans 307 307 6W 609 

Deposits with financial 
~ institutions ~ 1,995 ~ 1,995 ~ 1,342 - - 1,342 

Policy loans - 1,557 - ~ 1,557 ~ 1,543 ~ ~ 1,543 
I 

Receivables out of share lease 
~ - - - - - agreements 373 373 772 772 

Other 908 202 25 2,313 3,448 708 288 36 2,079 3,111 
AT DECEMBER 31 101,895 20.605 1,527 9,548 133,575 109.926 21.785 1,202 10,739 143,652 

Terms and conditions 
Refer to the analysis of credit risk concentrations lor  bonds and 

money market investments in note 4.2, for an overview of asset 
backed securities and collateralized mortqaqe backed securities. 

Asset backed securities expose the Group to prepayment risk. 

Changes in estimates of prepayments wili impact the calculation of 
the effective yield and therefore the carryinq value and interest 

income related to these securities. Collateralized mortqaqe backed 

securities are a combination of commercial and residential mortqaqe 
backed securities. Commercial mortqaqe backed securities are 

secured by a pooi of mortqaqes on income producinq properties and 

are subject to credit risk, but unlike other structured products. are 
qenerally not subject to prepayment risk due to protections within 

tne underlyinq commercial mortqaqes. whereby borrowers are 

effectively restricted from prepayinq their mortqaqes due to changes 
..in interest rates. Residential mortqaqe backed securities are subject 
,y.> 
;'\o credit risk and interest rate risk. The credit risk associated with 

residential mortgage backed securities is mitiqated due to the fact 
.::bhat the portfolio consists of securities that were issued by, or have 

underlyinq collateral that is quaranteed by, US qovernment aqencies 

' or US qovernment sponsored entities. 
'0 
,.Actual maturities are qenerally expected to differ from contractual 
i<., 

,.:-fnaturities ~.. for mortqaqe loans, as borrowers may have the riqht to 

!~...call or apply for earlier redemptions, with ar without cal1 or 

prepayment penalties. 
Included in debt securities at fair value throuqh profit of loss are 

convertible bonds and preferred shares of EUR 881 million (2005: 

EUR 505 million). At the end of 2006 approximately 99% of these 

convertible options are exercisable within the next year and the 

remaininq 1% are exercisable after l ive years. al1 at various exchanqe 
ratios. In addition. AEGON also holds EUR 623 million (2005: 

-. , 

1.: , 

EUR 818 million) of convertible bonds and preferred shares backing 
a fixed annuity product considered to contain an embedded 

derivative. This entire liability is also measured at fair value, with 
changes reported throuqh the income statement. 

Derecoqnition 
As part of the AEGON Levensverzekering N.V. fundinq program the 
company reqularly enters into securitization contracts lor  its 

mortqaqe loans. At December 31, 2006 a total of six publicly placed 
and one privately placed securitization contracts were outstandinq 

with a total value of EUR 5.8 biliion. 

In 2006. AEGON Levensverzekerinq N.V. has terminated one of the 

two privately placed securitization transactions reported in prior 
years. Also. it completed one publically placed securitization 

transaction in 2006, whereby the economic ownership of 
EUR 2.1 billion of aqqreqate mortgage receivabies was conveyed t o a  

special purpose company. The special purpose company funded this 

purchase with the issuance of mortqaqe~backed securities. The 
transfer of ownership title wil1 take place upon notification of the 

borrowers by the special purpose cornpany. The special purpose 
company has the riqht to notify the borrowers upon the occurrence 

of certain pre-defined 'notification events'. At the same time AEGON 
entered into a fixed-to-floatinq swap agreement with the contract 

parties under which AEGON aqreed to pay the floatinq rate 

(EURIBOR based) and receive the fixed rate (scheduled yield from 

the mortqaqe receivables). After a period of seven years. the interest 
of the notes issued by the special purpose company in respect of this 

transaction wil1 step-up, toqether with a similar s tepup in the fixed- 

to-floatinq swap aqreement. At that same time, the special purpose 

company has the riqht to cal1 the notes. A defefred purchase 
arrangement forminq part of the contract to sell the mortqaqe loans 
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................................................ 

~ 

i1 
to the special purpose company entitles AEGON Levensverzekerinq 
N.V. to any residual positive value of the &ecial purpose entity at 

maturity. The value of this arrangement is included in the valuation 

of the interest rate swap as i t  is  viewed as a correction on the 

assumptions underlyinq the cash flow forecasts. In 2005, AEGON 
Levensverzekerinq N.V. completed one m'ortqaqe-related publicly 

placed securitization contract for EUR 1.2 billion that was structured 

similarly to the 2006 securitization described above. A portion of 

securitized mortqaqe loans amountinq to EUR 24 million (2005: 
EUR 28 miliion) continues to be recoqnized as a financial asset on 

balance. representinq the interest rate risk retained by AEGON in 

I1 

1 I 

I1 

I1 

I1 

respect of the fourth publicly placed securitization contract. 

For the year endinq December 31, 2006, AEGON USA sold 
approximately EUR 105 miliion (2005: EUR 21 millionj of AAA-  

wrapped municipal debt securities to qualifyinq SPEs (OSPEsl. Due 
to AEGON's continuinq involvement with the assets in these OSPEs, 

i t  consolidates these entities. The fair p u e  of al1 such debt 
securities reflected in investments and ais0 measured at fair value 
throuqh profit or loss is EUR 678 million as of December 31. 2006 

(2005: EUR 866 million). The acquisition of these securities was 

financed by the OSPEs throuqh issuance of floatinq rate notes at par 

value to third parties and issuance of a de minimus residual 
investment to AEGON. Upon early termination of a OSPE, up to 10% 

of the excess of the fair value of the securities over the notes value 

may be shared with the noteholders, with residual flowinq to AEGON. 

I1 

I1 

I1 

ll 
ll 

I1 
I 
I1 

!I 

............................................... 
In the event that the fair value of the securities is less than the notes 
value at early termination and the securities have maintained their 

investment qrade ratinq. AEGON wil1 reimburse the OSPE liquidity 

provider lor this shortfall. AEGON must pledqe collateral to support 

these shortfall agreements. At December 31, 2006. the fair value of 
the bonds was in excess of the par value of the floatinq rate notes 

and no collateral was pledqed. The maximum exposure to los8 

resultinq from AEGON's involvement is  the December 31. 2006 
unpaid principal and accrued interest on the notes of EUR 649 million 

(2005: EUR 840 miilion) reflected in financial liabilities-investment 

contracts. Management does not anticipate any future fundinq 
requirements with respect to these quarantees that would have a 

material effect on reported financial results. 

Measurement 
AEGON owns EUR 113 million (2005: EUR 126 millionj of shares in the 

Federal Home Loan Bank of Des Moines, lowa. that are measured at 
par. The bank has implicit financial support from the United States 

qovernment. The redemption value of the shares is  fixed at par and 

can only be redeemed by the bank. 
Only insiqnificants amounts of unquoted equity instruments are 

measured at cost. 

Reler to note 50 fo ra  discussion of collateral received and paid. 

No financial assets were reclassified durinq the financial year. 

I1 AVAILABLE-FOR-SALE 

Listed and unlisted shares and bonds 2006 2005 

4.270 4,223 Listed shares I1 
Unlisted shares I1 693 978 

89,342.. , . 8.::' 

9,602 1 l,524'r::;, 
82,035 

96.600 106.067. 1 
I Listed bonds 

Unlisted bonds 
I1 
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Notes to the consolidated financial statements of AEGON Group 0 Note 7.1 

............................................................................................... 
Fair value Of Fair vaiue of 
instrurnentr instrurnentr 

With with 
Unrealized qains and iosses (Arnortized) Unrealized Unrealized Total fair unrealized unrealized 
2006 COSt qains iossez vaiue qains 1OSSeS 

Shares 4,017 973 (27) 4,963 4,530 433 

Bonds 

- United States qovernment 3,192 86 (37) 3,241 1,415 1,826 
- Dutch qovernment 2,301 52 (27) 2.326 1.100 1,226 

- Other government 10,442 545 (66) 10,921 7,114 3,807 
- Mortgage backed 10,519 79 (73) 10,525 6,127 4,398 

- Asset backed 9,985 57 (72) 9,970 5,855 4,115 
- Corporate 53.652 1,643 (643) 54,652 30,022 24,630 

~ Money market investments 4,387 - 4,387 4,387 - 

Other 844 88 (24) 908 660 248 
99,339 3,523 (969) 101,893 61,210 40,683 

I 

Unrealized qains and losses 
2005 

(Arnortiled) 
Colt 

Fair vaiue of Fair vaiue of 
instrurnentr instrurnents 

With with 
Unreaiized Unreaiized Totai fair unrealized unrealized 

oains IOSSeS "&E oains iosres 

Shares 

Bonds 

- United States qovernment 

- Dutch government 

- Other qovernment 

- Mortgage backed 

- Asset backed 

- Corporate 
Money market investments 

4,016 

3,374 

2,227 
10,673 

10,142 
11,063 
60,339 
3,151 

1,221 (36) 5,201 

60 (41) 3,393 
133 - 2,360 
912 (8) 11,577 

112 l121) 10,133 
76 (130) 11,009 

2.612 (557) 62,394 
- 

~ 3,151 

4.804 397 

1,289 2,104 
2,360 - 

10,943 634 
3,761 6,372 

6,221 4,788 
41,540 20,854 

3,151 - 

Other 668 83 (43) 708 513 195 

105,653 5,209 (936) 109.926 74.582 35,344 

. .. , .., 
.,: 

' . - i  
,. .... 

r 

., , .... 
i,.., 
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............................................................................................... 
2006 2005 

Unreallzed losses - shares 

Cornrnunication 
Consumer cyclical 

Consurner non-cyclical 
Financials 

Funds 
Industries 

Resources 
Services cyclical 

Services non-cyclical 

Technology 

Transport 

carry1nq "due o1 
instrumentr with 
YnreaIIzPd ~ o s i e s  

11 
9 

25 
219 

19 

36 

7 

19 

11 
42 

5 

Carryinq vaiue of 
instrumentr with 
unrealized losse6 

3 

40 

31 

76 

31 
36 

1 

19 

36 

33 
- 

2006 2005 

Carrying value of C I O I S  Carryinq vaiue of GTOSS 

Unreallzed losses - bonds and money inrtrumentr with unrealized instrumentr With unrealized 
rnarket investments unrealired l o ~ i e s  io*se* unrealized l o o ~ e s  IOSleS 

Asset Backed Securities (ABS81 

ABSs - Aircraft 

ABS8 - CEOS 
ABSs - Housinq related 

ABSs - Credit cards 

ABss - Other 
Collateralized rnortgage backed Securities 

Financial 

industrial 

63 

103 

1.499 

705 

1.758 
4,407 

9,452 

12,224 

113 

242 

1,658 

1,229 

1,545 
5,914 

7,463 

11,211 

(57) ,~:., 

f.--' 
40,002 (918) 34,752 (857) i! 

~ - -  , Utility 2,936 (87) 2.486 
(52fcL Sovereign exposure 6,855 (130) 2,891 

.. .. 
1 .-... . 

<::.,: I i? 

81.q 
1 1 
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Notes to the consolidated financial statements of AEGON Group N o k  7.2 - 7.5 

................................................................................................ 
LOANS 

Fair value of Fair vdue Of 
instruments instruments 

With with 
Unrealized qains and losses Amortired Unrealized Unrealired Totai fair unrealired unreaiized 
2006 cast qainr IOlseS "&Ie qainr IOSSeS 

Mortgages 16,171 399 (108) 16,462 7,959 8.503 
Private loans 307 26 (1) 332 324 8 
Deposits with financial institutions 1,995 9 - 2,W4 2,004 - 
Policy loans 1,557 ~ 1,557 1,557 ~ 

Receivables out of share lease agreements 373 373 352 21 

- 
~ - 

Other 202 ~ - 202 202 - 
20.605 434 (109) 20,930 12,398 8.532 

Unrealized qains and losses 
2005 

Fair value Of Fair value of 
instruments instruments 

with With 
Amortized Unrealized Unrealized Total fair unrealired unreallzed 

Colt min. Iosies V a l W  oainr 1051es 

Mortqaqes 17,231 788 (75) 17,944 14,403 3,541 

Private hans 
Deposits with financial institutions 1,342 ~ - 1,342 1,342 - 
Policy loans 1,543 ~ 1,543 1,543 ~ 

Receivables out of share lease agreements 772 4 ~ 776 776 - 

Other 

609 42 ~ 651 651 ~ 

- 

288 ~ 288 288 - - 

21.785 834 (75) 22,544 19.003 3,541 

HELD-TO-MATURITY 

Listed and unllsted bonds 2006 2005 

Listed bonds 1,487 1,158 

Unlisted bonds 15 8 
1.502 1,166 

, .  

: ~ ' 1  
. <  

.. Fair value of Fair value Of 
b..... 

instrurnents instruments ,-., 
with With 

i Unrealized qains and losses Arnortiled Unrealized Unrealized Total fair unrealired unrealired 
.:.i 2006 Colt qainr IDIleS "al"e qainr losses 

Bond8 
- Other qovernment 1,294 56 (11 1,349 1.184 165 

,. . 
I:.., 
: ..- ~.. 

~ - Asset backed 8 - 8 8 O 
- Corporate 2m 1 (1) 200 121 79 

i 5n7 57 l i l  1 ~ S 5 7  1 ~ 3 1 7  744 
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Unrealized qains and lasses 
2005 

üonds 

- Other qovernment 

Disposals 
Fair value qains/(losses) 

Net exchange differences 

Fair value of Fair value of 
instruments inrtrumentr 

with With 
Amortized Unrealized Unrealized Total fair unrealized unrealized 

cost qainr IOSWS " a h  qains IOSSeS 

r 

1.085 60 (1) 1.144 1,014 130 

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS 
I1 

Listed and unlisted shares and bands 1 2006 2005 

Listed shares I! 2,627 1,651 

Unlisted shares 

Listed bonds 

155 1.044 

3,497 5,859 
Unlisted bonds i~ 918 56 

li 7,197 8,610 

li 
I1 

INVESTMENTS I N  REAL ESTATE 
I1 

41 73 

11 5 

140 134 

(140) (268) 
166 22 1 
(43) 49 
- (2) 

2,243 2.068 
Other I1 

I1 
li 

Rental income of EUR 90 miliion (2005: EUR 92 million; 2004: 

EUR106 miliion) is reported as part of investment income in the.., 
income statement. Of this amount EUR 2 million (2005: EUR 3 miiiiòq~'. 

I''? 
2004: EUR 1 miliion) is attributable to rent on foreclosed real estate., 

Direct operatinq expenses (includinq repairs and maintenance!;! 
arisinq from investment property that qenerated rental incomb" 

durinq the period amounted to EUR 28 million (2005: EUR 33 million;' 

2004: EUR 25 million). No amounts (2005: EUR 2 miliion; 20D@ 
..~*1.. 

EURO million) of direct operating expenses related to investme;$ 

property that did not qenerate rental income durinq the period. .:...i 
There are no restrictions on the realirability of investment property 

or the remittance of income and proceeds of disposal. 
Refer to note 49 fo ra  summary of contractual obliqations to purchase 

investment property or for repairs. rnaintenance or enhancements. 

, ._ I 

, ,. , 

. .  
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Notes to the consolidated financial s ta tements  of AEGON Group 0 Note 7.6 - 8 

............................................................................................ 
REAL ESTATE HELD FOR OWN US€ 

Net book value 
At January 1,2005 328 

At December 31,2005 355 

AT DECEMBER 31 ,2006  313 

2006 2005 

cost 
At January 1 377 347 

Additions 90 162 
Acquired throuqh business combinations 18 - 
Capitalized subsequent expenditure 5 1 

Unrealized qains/(iossesl throuqh equity 16 (11 

Realired gainsl(los5es) throuqh income statement (51 1 

Transfers to investments in real estate (1361 (108) 

Net exchange differences (211 26 

Other (5) 

AT DECEMBER 31 341 377 

Disposals (31 (46) 

- 

Accumulated depreciation. and impairment losses 
At January 1 22 19 
Depreciation throuqh income statement 8 7 

Disposals (11 ~ 

Net exchange differences (11 1 

Other (5) 
AT DECEMBER 31 28 22 

~ 

General account real estate held for own use are mainly held by 

:AEGON USA and AEGON The Netherlands, with relatively smaller 
,.holdings in Hunqary and Spain and are carried at revalued amounts. 

The carryinq value under a historica1 cost model arnounts to 

'EUR169 million (2005: EUR 152 million). 
61% of the real estate held for own use was last revalued in 2006, 
based on market value appraisals by qualified internal and external 

..appraisers. Approximately 75% of the appraisals in 2006 were 

.gerformed by independent external appraisers. 

Reai estate held for own use has not been pledqed as security for 

liabilities. nor are there any restrictions on titie. 
Depreciation expenses are charqed in 'Commissions and expenses' in 

the income statement. The useful live8 of buildings range between 

40 and 5 0  years. 
Refer to note 49 for a summary of contraciual commitments for the 

acquisition of real estate held for own use. 

..., 

I -. 
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................................................................................................. 
11 

INVESTMENTS FOR ACCOUNT OF POLICYHOLDERS 
I . .  . 

Investments for account of policyholders cornprise financial assets 
at fair value through profit or loss, excludinq'derivatives. as wel1 as 

investments in real estate and real estate held for own use. Reler to 
note 9 for details on derivatives for account o1 policyholders. 

11 

li 

ll 
~ 

2006 li 
li 

44,663 
Shares I1 

'1 53 

I 

- Listed 

- Unlisted 
Bond8 

- Listed 
- Unlisted 

Money market and other short-term investments 

Deposits with financial institutions 
Separate accounts and unconsolidated investment funds 

30,339 

35 
2,248 

2,344 
51,874 

I 1 

2005 

39,902 
69 

31.465 
3 i  

2,297 
1,288 

48,775 
nthor !I 1.504 2.314 -..._. 
Total investments for account of policyholders at fair value throuqh profit 01 loss. excludinq derivatives ' 133.060 126,141 

U 
I1 2,327 1,266 Investments in real estate ll 

150 140 
135.537 127,547 

Real estate held for own use 
TOTAL INVESTMENTS FOR ACCOUNT OF~POLICYHOLDERS 

I1 
I Refer to note 48 f o l  a surnrnary of ai1 financial a& and financial iiabilitier a t  fair value through profil or I b s .  

Investments In reai estate I1 2006 2005 
At January i 1,266 530 

814 618 

36 31 

(16) (26) 

Additions 

Subsequent expenditure capitalized 
Disposals 

I 
Fair value gains/(losses) 187 99 

40 14 
2,327 1,266 

Net exchange differences II 
AT DECEMBER 31 

N 
pr:?,' 11 

II 
No property interests held under operatinq'leases are classified and 

accounted for as investment property. 

Rental income of EUR 90 million (2005: EUR i0  million: 2004: 

EUR 10 million) is reported as part of investment income in the income 

statement. There are no restrictions on the realizability of investment 

property or the remittance of income and proceeds of disposal. 1 $ 3  

Refer to note 50 fora summary of contractual obligations to purchatp 

investment property or for repairs. maintenance or enhancements. i 

I1 

ll I 

rPk+l 

$?S, 
;.% 

+I 
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Notes to the consolidated financial statements of AEGON Group 8 Note 9 

............................................................................................. 
DERIVATIVES 

Derivative asset Derivative liahiiity 
2006 200s 2006 2005 

Derivatives for qeneral account 

- Derivatives not desiqnated in a hedqe 860 1,058 558 690 

- Derivatives designated as fair vaiue hedges 256 335 480 516 

- Net foreiqn investment hedges 197 136 38 91 
- Derivatives desiqnated as cash fiow hedges 197 326 133 227 

1,510 1,855 1,209 1,524 

Derivatives for account of policyholders 

- Derivatives not desiqnated in a hedge 373 440 579 678 
373 440 579 67R . ~~ .. . .. - ~~ ~ 

TOTAL DERIVATiVES ' 1.883 2,295 1.788 2,202 
' Refer to note 48 lor a sumrnaiy o1 al1 financial arrets and financial liabilities at fair Y ~ I U B  through profit or IOSI.  

Types of derivatives 

AEGON uses derivative financial instruments to hedqe its exposures 

related to investments, liabilities and borrowinqs, to optimize credit 
risk exposure and as part of its ordinary underwriting activities. 

interest rate contracts are used to  manage AEGON's exposure to  

interest rate risks. These contracts are designated as economic 
hedges to  AEGON's risk exposuies. The main types o1 derivative 
financial instruments used are interest rate swaps, swaptions. caps/ 

floors and forward rate aqreements/futures: 

8 An interest rate swap is an agreement hetween two parties to 
exchange. at specific dates, the difference between a fixed 
interest rate andlor a fioating interest rate payment on a 

predetermined notional amount. 

A swaption is an option to enter int0 an interest rate swap at a 
specific future date. 

8 ;Caps/floors are contracts to  settie the differente between a 
i market interest rate and a certain strike rate for a certain period 

.of time on a specified notional amount. 
8 ,;forward rate agreements/futures are commitments to purchase 

or sell a financial instrument at a future date for a specific price. 

Foreign exchange contracts are used t o  manage AEGON's exposure 

on ... i ts net investment in subsidiaries denominated in foreiqn 
curiencies and other investments. The main types of derivative 

financial instruments used are cross currency swaps and forward 
foreign exchange contracts: 

8 Cross currency swap agreements are contracts to exchange two 

principal amounts of two currencies at the prevailinq exchange 

rate at inception of the contract. During the life of the swap the 
counterparties exchange f i xed~  or floatinq-rate interest payments 

8 

.. 

,., . 

~ ... 

in the swapped currencies and at maturity the principal amounts 

are again swapped at a predetermined rate of exchange. 

A forward foreign exchange contract i5 an agreement that 

obliqates its parties to purchase I sell a predetermined amount 

of foreign currency at a specified exchange rate at a specified 
future date. 

Other derivative transactions are used to manage equity and credit 
related exposures. The main types of derivative financial instruments 

used are equity swaps, options. futures and credit derivatives: 
8 An equity swap is a swap agreement in which one party makes 

payments based on either a floating index or a fixed-rate, while 
the other party makes payments based on the return of an 

equity index, basket, or single shares. 

Options are contracts that give the option purchaser the riqht. 
but not the obligation. t o  huy or sell, at or before a specified 

future date, a financiai instrument at a specified price. 

8 Futures are contractual obligations to buy or sell financial 

instrument8 on a future date at a specified price. 
Credit derivatives are contracts between two parties that allow 

for transfer of credit risk from one party to another. The party 

transferrlnq the risk has to  pay a fee to  the party that assumes 

the risk. 
A commonly used credit derivative instrument is a credit default 

swap. A credit default swap allows the transfer of third party credit 

risk from one party to another. In essence, the buyer of a credit 
default swap is insured against third party credit losses. I1 the third 

party defaults, the party providing insurance wil1 have to purchase 

the defaulted asset from the insured party or settle net in cash. 
AEGON mes credit derivatives to  hedge credit exposures. 

8 

8 

8 

8 
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.......................................................................................................... 
Y I1 

0 Synthetic GICs sold by AEGON are lee-dased product8 that are 

iurther described in note 4 under Fee - o11 balance sheet products. 
Liquidity aqreements issued by AEGON are lee-based products 

that could require AEGON to provide liquidity in certain 
predetermined events. 

I, 

ll 
0 

I 
Use of derivatives 

Derivat ives not designated in a hedge 
AEGON holds iinancial derivatives ior tradinq purposes. It als0 

utilizes derivative instruments as a part of its asset liability risk 
management practices. The derivatives held lor risk management 

purposes are classiiied as 'Derivatives not de&nated in a hedqe' to 
the extent that they do not quaiiiy ior hedge accounting, or that 

AEGON has elected to not apply hedqe accountinq. These derivatives 
are either classiiied as economic or non-economic hedqes. The 

economic hedqes of certain exposure8 relate to an existing asset or 

liability. In al1 cases, these are in accordance with internal risk 

I 
11 

I1 

ll 
11 

ll 

quidelines and are closely monitored ior 

Derivatives are used to add risk by sellinq protection in the form of 

single name credit deiault swaps and tranches of synthetic 

collateralized debt and commodity obliqations. Another strateqy 

used is to synthetically replicate corporate credit exposures with 
credit derivatives. This involves the purchase of high quality low risk 

assets and the sale of credit derivatives. The program is  desiqned to 

purchase asset positions that are already subject to review by 

management. but may not be available under the Same terms and 

conditions in the cash bond market. 
Furthermore synthetic GICs and liquidity agreements and principal 

protection agreements are sold by AEGON to earn a fee. 

In addition to these instruments. embedded derivatives that are not 

closely related to the host contracts have been biiurcated and 
recorded at fair value in the balance sheet. These bifurcated 

embedded derivatives are embedded in various institutional 

products, modiiied coinsurance and insurance contracts in the iorm 
of quarantees lor minimum benefits. 

The total values of these biiurcated embedded derivatives can be 
summarized as follows: 

I1 Derivative asset Derivative liability 
II 2006 2005 2006 2005 

Bifurcated embedded derivatives Y ?A 21 834 1.054 

1 . .  . AEGON USA reinsures some business on a modiiied coinsurance wel1 as the qains or losses on tradinq investments supportinq these 

basis or coinsurance with funds withheld basis. These reinsurance arranqements. ilows through the income statement. This embedded 
arranqements contain embedded derivatives i i ' tha t  the credit risk of derivative is not eliqible ior hedge accountinq treatment. 
the underlyinq investment is not closely related to the host The iollowinq table provides information on the liabilities for 

contracts. These embedded derivatives are bifurcated and carried at quarantees ior minimum beneiits that are included in the biiurcated 

fair value. The change in fair value of the embedded derivative. as embedded derivatives. 

I1 

1 

li 
I1 

..... 
.'.I 11 

United 
Stater '  Canada' NetherlandSi Total Stater '  Canada' Netherlandr' 

e7 
The United The z; <;:m I 

zoo< 

1 

At January 1 1141 586 378 950 131 44 1 22g 667 ,,r.:s,.+: 
Incurred quarantee beneiits 117) 1371 (i031 11571 1101 53 i49 192 *,;vi , 
Paid quarantee beneiits - 1 L  - - - - ~ - ~ 

'4 
United The 2006 United The 2005 
States' Canada' Netherlands' Total States' Canada' Netherlandsi Tata1 

Account value 2,393 3,446 6,171 12,010 1,465 3,651 5,510 10,626 
Net amount at risk 1 EO2 45 ma 1 831 18 850 

' Guaranteed minimum accumulation and withdrawai bhefits. 

1 Fund plan and unit-linked quaranteer. 

11 
Reier to note 4 lor a discussion of these quarantees for minimum benefits. I 
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Notes to the consolidated financial statements of AEGON Group 0 Note 9 

................................................................................................. 1 

In addition. AEGON reinsures the eiective quaranteed minimum 
withdrawal benefit rider issued with a cedinq company's variable 

annuity contracts. The rider is essentially a return of premium 

quarantee, which is payable over a period of at least fourteen years 
from the date that the policyholder elects to start withdrawals. At 

contract inception, the quaranteed remaininq baiance is  equal to the 
premium payment. The periodic withdrawai is paid by the cedinq 

company until the account value is insufficient to cover additional 

withdrawals. Once the account value is exhausted. AEGON pays the 
periodic withdrawals until the quaranteed remaininq balance is 

exhausted. At December 31. 2006, the reinsured account value was 

EUR 8.4 biilion (2005: EUR 9.9 billion) and the quaranteed remaininq 

balance was EUR 5.5 biilion (2005: EUR 7.3 billion). 

The reinsurance contract is accounted for as a derivative and i s  

carried in AEGON's balance sheet at fair value. At December 31,2006, 

the contract had a value of EUR 15 million ( 2 0 0 5  EUR 14 miilion). 

AEGON entered int0 a derivative program to mitigate the overall 
exposure to equity market and interest rate risks associated with the 

reinsurance contract. This program involves sellinq S&P 500 futures 

contracts to mitiqate the effect of equity market movement on the 

reinsurance contract and the purchase of over-the-counter interest 

rate swaps to mitiqate the effect of movements in interest rates on 
the reinsurance contracts. 

Der ivat ive instruments designated as fair value hedqes 
AEGON has entered int0 interest rate swap agreements that 

effectively convert certain fixed-rate assets and liabilities to a 

floatinq-rate basis (qeneraily to six months or less LIBOR). in order 
to more closely match the performance of the assets and liabiiities 

within AEGON's portfoiio. These aqreements involve the payment or 

receipt of fixed-rate interest amounts in exchange for floatinq-rate 

interest amounts over the life of the aqreement without the 
exchange of the underlyinq principal amounts. 

'.:j~: AEGON has entered into cross-currency interest rate swap 
I,'' agreements that effectively convert certain foreiqn currency fixed- 

and floating-rate assets and liabilities to US dollar floatinq-rate 

assets and liabilities. These agreements involve the exchange of the 1 
, underlyinq principal amounts. 

, 

,:I For the years ended December 31, 2006, 2005 and 2004, AEGON 
.. 

I recoqnired qains and losse8 related to the ineffective portion of 
': 

I... ' 

desiqnated fair value hedqes of EUR 5 million, EUR 32 miilion and 

EUR 37 miilion respectively. No portion of derivatives was excluded 

when assessinq hedqe effectiveness. 

Derivative inst ruments desiqnated as cash flow hedqes 

AEGON has entered primarily into interest rate swap agreements 

that effectively convert certain variable-rate assets and iiabiiities to 

a fixed-rate basis in order to match the performance of the assets 
and liabilities within AEGON's portfolio more closely. These 

agreements involve the payment or receipt of variable rate interest 
amounts in exchange for fixed-rate interest amounts over the life of 

the agreement without the exchange of the underlyinq principal 

amounts. AEGON is hedqinq its exposure to the variability of future 

cashflows from the interest rate movements for terms up to five and 

a half years ior hedqes converiinq existinq floatinq-rate assets and 

liabilities to fixed-rate assets. 

AEGON uses forward startinq interest rate swap agreements to 

hedqe the variability in future cash flows associated with the 
forecasted purchase of fixed-income assets. These aqreements 

reduce the impact of future interest rate chanqes on the forecasted 
transaction. Fair value adjustments for these interest rate swaps are 

deferred and recorded in equity untii the occurrence of the 

forecasted transaction at which time the interest rate swaps wil1 be 

terminated. The accumulated qain or loss in equity wil1 be amortized 

inio invesimeni income as the acquired asset affects incomr. AEGDN 

is hedqinq its exposure to the variability of future cash flows from 

interest rate movements for t e r m  up to sixteen and a half years. 

These transactions wil1 affect the profit and loss for approximately 
40 years. For the year ended December 31, 2006, none of AEGONs 

cash flow hedqes has been discontinued. as i t  was probable that the 

oriqinal forecasted transactions would occur by the end of the 

oriqinally specified time period documented at inception of the 
hedqinq relationship. 

In addition, AEGON also makes use of cross currency swaps to 
convert variabie foreiqn currency cash flows into fixed cashflows in 

local currencies. The cash flows from these hedqinq instruments are 
expected to occur over the next 30 - 35 years. These agreements 

involve the exchange of the underlyinq principal amounts. 
Immateriai amounts of hedqe ineffectiveness were recorded in the 

income statement durinq 2006. 2005 and 2004. The amount of 

deferred qains or lorses to be reclassified from equity into net 

income durinq the next tweive months is  expected to be immaterial. 
AEGON did not exclude any portion of the derivative when assessing 

hedge effectiveness. 

Der ivat ive inst ruments desiqnated as net foreiqn 
investment hedqes 
AEGON funds its investments in insurance Subsidiaries with a 

mixture of debt and equity. AEGON aims to denominate debt fundinq 
in the Same currency as the functional currency of the investment. 

Investments outside the Eurorone. the United States, the United 

Kinqdom and Canada are funded in euro. When the debt funding Of 
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. * - * - . . . * *  I1 

1 
investments is  not in the functional currency of the investment. 
AEGON uses derivatives to swap the 

instrument to the appropriate 

ensure that total capital wil1 

distortinq debt to shareholders'equity ratios. AEGON utilizes various 

financial instruments as desiqnated hedqi& instruments of its 

foreiqn investments. These instruments include subordinated 

borrowinqs, long-term and short-term borrowinqs. short-term debts 

to credit institutions. cross currency swap Fontracts and forward 
foreiqn exchanqe contracts. 

I, 

11 

The followinq table represents aqqregate notional amounts and fair 

values of derivatives, held ior own account as wel1 as for account of 
policyholders. The notional amounts listed for interest rate contracts 

wil1 not be exchanqed by parties and, thus. do not reflect an 

exposure of the company. The amounts listed for cross currency 

swaps, included under 'Foreiqn exchange contracts' wil1 be 

exchanqed at amounts calculated on the basis of the notional 

amounts and the terms of the derivatives, which are related to 

interest rates, exchange rates andlor certain indices. 

2006 2005 
Notional Assets NQtional Liabilities Notional Asiets Notional Liabilities 

value Fair value value Fair value miue Fair value value Fair value 

Interest rate contracts 
OTC: 

- Forwards 
- Swaps 

- Options 
Exchange truded contracts: 

- Futures 

Foreiqn exchanqe contracts 

OTC: 
. Forwards 

- Swaps 

Credit contracts 

OTC: 
-Swaps 

Equity contracts 

OTC: 
. Swaps 

. Options 

Exchange traded contracts: 

. Futures 
- Options 

Other derivatives 

Embedded derivatives 
Synthetic GICs 

5,223 
48,296 

5,577 

3.047 

1,402 

4,153 

832 

629 
1,127 

681 
9 

1,766 
~ 

97 

1,142 

zo 1 

17 

17 

225 

7 

38 

102 

6 

1 

30 
~ 

- 

~ 

22.538 
24 

558 

1,393 

8,140 

862 

1,244 

1.260 

1,588 
- 

9,721 

37,076 
- 

~ - - 2 

512 31,062 1,693 24.444 
- 6.080 270 - 

8 145 1 2,238 

13 2,498 3 2.339 

377 2.507 218 3,376 

5 1.146 8 434 

7 547 42 520 
10 34 24 818 

22 301 5 632 
- 8 4 - 

a34 2 27 9.415 
- - - 36,076 
- - - ~ 

672 

3 

9 
437 

6 

.., , .  , ,~.. 

6 Other contracts - 
72,542 1,883 84,404 1,788 44,336 2.295 80,294 2,202 

U 
I1 n 

The fair value of the derivatives reflects the estimated amounts that 

AEGON would receive or pay to terminate the contracts on reportinq 
date, Market quotes are available for many derivatives: foc those 

products without readily available market quotes qeneraliy accepted 

valuation models are used to estimate fair vaiue. The cross currency 
interest rate swaps are presented as foreiqn exchanqe contracts. 

1; 

ll 

I! . .  
n 
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................................................................................................ 
< 1 yr 1 < 5 yrr 5 10 yrs > 10 yro 

Maturity table Notional National Notional National 
2006 value Fair value value Fair vaiue value Fair YBIUB value Fair value 

Interest rate contracts 
OTC: 

-Forwards 

- swaps 

- Options 

Exchanqe traded contracts: 

- Futuies 

Foreiqn exchange contracts 

OTC: 

- Forwards 

- swaps 

Credit contracts 
OTC: 

-swaps 

Equity contracts 

OTC: 

-Swaps 
- Options 
Exchange traded contracts: 

- Futures 
- Dotions 

Other derivatives 

Ernbedded derivatives 

323 

4,525 

107 

3,605 

2,795 

5.686 

19 

136 
1,028 

2,269 

6 

48 

1,748 

22,337 

3,877 

~ 

- 

3,926 

832 

1,682 

750 

- 
3 

2,741 

29 
13 

40 

4 

- 
46 

4 

30 

22 

- 
1 

(300) 

1,491 
10,692 

580 

- 

- 

1,468 

98 

55 

575 

- 
- 

1,414 

32 1,661 

137 33,280 

57 1,037 

- - 

- - 

(58) 1,213 

(2) 745 

1 - 

39 34 

~ ~ 

- - 

(195) 7,284 
- ~ 37,038 

~~ 

Synthetic GICs 38 
20.585 (571 37,896 (111l 16,373 11 82.292 252 

! 

5 1  
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................................................................................................ 
1 < 5 yrs 5 < 10 yrr > 10 yrs 

I1 
1 < l v r  

Maturity table 
2005 

Notional Notional Notional I1 
Notional 

mlue Fair value value Fair value value Fair vdue value Fair vdue 

interest rate contracts 

OTC: 
-Forwards 

. Swaps 

- Options 

Exchange traded contracts: 

- Futures 

Forelqn exchanqe contracts 

OTC: 
- Forwards 

- Swans 

Credit contracts 

OTC: 
. Swam 

Equity contracts 

OTC: 
-swaps 

- Options 
Exchanqe traded contracts: 

- Futures 
- Options 

Other derivatives 
Ernbedded derivatives 

Synthetic GICs 

~i - 
5,566 

~~ 

I 
I1 

I 
2,383 

4.837 
I1 r 

I1 

I 
~ 49 

,807 

939 

1 8  

'I 
99 

~ 

17,344 

4,440 

~ 

~ 

3,241 

1.317 

525 

15 

~ 

- 

3,389 
60 

~ 

2 

10,194 

704 

- 

~ 

1,296 

227 

493 
~ 

~ 

~ 

466 
- 

~ - 

22,402 1,229 
936 109 

~ ~ 

1,116 (187) 

28 - 

- - 

30 7 

5.518 (4091 
35,917 ~ 
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Notes to the consolidated financial statements of AEGON Group 0 Note 10 - 11 

............................................................................................... 
INVESTMENTS I N  ASSOCIATES 

2006 2005 

Investments in associates 478 542 

At January 1 542 484 
Additions 26 22 

Acquisition of a subsidiary 1 - 

Consolidation following acquisition of remaininq shares in an associate 141) - 
Share in net income 32 20 

Share in changes in associate's equity inote 15.5) (68) 20 

Dividend i41 (3) 
Other (10) (1) 

AT DECEMBER 31 478 542 

Al1 associates are unlisted and are accounted for using the equity the ability of these associates to transfer funds in the form of cash 

method and are considered to be non-current. The investments in dividends. or repayment of loans or advances. there can be no 
associates include interest in insurance companies who are required assurance that these restrictions wil1 not become a limitation in the 

t o  maintain a minimum solvency margin based on local directives. future. There are als0 ' no  unrecoqnized shares of losses of 

While management does not believe that such restrictions w i l  affect associates. 

Summarized financial information of associates 2006 2005 

Assets 9,504 8,124 

Liabilities 9.181 7.884 

Revenue 1,895 1,747 

Net income 32 20 

The summarized financial information is based on the Group's 

relative holding and excludes any goodwill included in the 
measurement of the investment in associates. Refer to note 52 f o r a  

listing of the principal investments in associates and the GrOup's 

percentage holding. 

L.:. ., 

.,.UI REINSURANCE ASSETS 

....~ 
'..-Assets arlsinq from reinsurance contracts related to: 2006 2005 
p , 

Life insurance general account 2.901 3.001 

Life insurance for account of policyholders 279 320 
'.-.I 
,+on-life insurance 785 799 

Qnvestment contracts 5 5 
...,. 

!--TOTAL REINSURANCE ASSETS 3,970 4,125 

Amounts due from reinsurers in respect of claims already paid by 

the Group on the contracts that are reinsured are included in other 

assets and receivables inote 13). 
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............................................................................................. 1: 

At January 1,2005 

Acquisitions throuqh business combinations 
Portfolio transfers and acquisitions 

2,409 270 2,679 
- 1 1 

(8) (22) (30) 

Net exchanqe differences 1 340 1 34 1 

AT DECEMBER 31.2005 ii 3,001 320 3.321 

Changes in unearned premiums 
Chanqes in unexpired risks 

Incurred related to current year 

Incurred related to prior years 

Release for claims settled current year 

Release for claims settied prior years 

I1 

At January I. 2006 
Acquisitions throuqh business combinations 
Portfolio transfers and acquisitions 

GrOss premium and deposits - existinq and new business 
Unwind of discount I interest credited 

Technical reserves released 
Chanqes to valuation of expected future benefits 

I 
1 
I 

H 
Net exchange differences ll 

l .  

(89) ( S O ) ~ ~ ~  

106 ?5 1 b.2 

(3) (3Cf.Y 

5L,,... .;;.I 

(11 j:?:.. 
t,:..3 

(%Ik' ...I 

18 

(26) 

(109) 
,... . 

Life insurance 
genera1 account 

3,001 

(19) 
970 
136 
(955) 
16 

(255) 

Life insurance lor 
account of poiicyholders 

320 

(181 
1 03 

11 
(139) 

(1) 

3 

Total 
iife insurance 

3,321 

(31) 

1,073 
147 

(1,094) 
15 

(252) 
~ 7 7 

2,901 279 3,180 
Other movernents I1 
AT DECEMBER 31,2006 1 

Other movements 
AT DECEMBER 31 799 
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Notes to the consolidated financial statements of AEGON Group Note 12 - 13.1 

........................................................................................... 
DEFERRED EXPENSES AND REBATES 

! 2006 2005 

i DPAC for insurance contracts and investment contracts with 
discretionary participation features 10,938 10,789 

Deferred transaction costs for investment management services 28 1 287 

Unamortized interest rate rebates 239 272 

11,458 11,348 
I 

~~ 

Deferred Unarnartired interest 
DPAC transaction Colts rate rebates 

A t  January 1.2005 8,499 234 325 
Costs deferredlrebates qranted durinq the year 1.919 60 3 

Amortization through income statement 1936) (28) (56) 

Shadow accountinq adjustments 413 - - 

Disposals (44) - - 
Net exchange differences 930 21 ~ 

Other 8 - 

Ar DECEMBER 31, zoos 10,789 287 272 

~ 

Deferred Unarnortized interest 
DPAC transaction colts rate rebates 

At January 1. 2006 

Costs deferredtrebates qranted durinq the year 

Arnortization through income statement 
Shadow accounting adjustments 

Disposal 

Net exchange differences 

10.789 

1,891 

í1.2431 
157 

- 

(697) 

272 

16 

(49) 

Other 41 13) - 
AT DECEMBER 31,2006 10,938 281 239 

...~ 
,:)At December 31, 2006. the reversion to the mean assurnptions for 2006, were as foliows: qross long-term equity qrowth rate of 9% 

~ variable products. primarily variable annuities. were as foliows in the (2005: 9%); and qross short-term qrowth rate o i  9 %  (2005: 9.75%). 

'C United States: qross long-term equity qrowth rate of 9% (2005: 9%): For both countries the reversion period lor the short-term rate is five 
j-,.t 

qross short-term growth rate of 4.75% (2005: 6 %); gross short- and years. For Hungary and the Eastern European countries. the 

.. , 

i . I  lonq-term fixed security qrowth rate of 6 %  (2005: 6%): and the assumption for the qross long-term qrowth rate on external l 
.. . 
,-..- qross short- and long-term growth rate for money market funds of 

c . 7  3.5% (2005: 3.5%). For Canada these assumptions. at December 31, 

investment funds was 5.27% (2005: 5.27%). 

!..~.' 

170 I AEGON ANNUAL REPORT 2006 



............................................................................................... 
Deferred 

transaction mits OPAC 

I 
Traditional life 3,703 3,699 - - 
Life for account of policyholders 

Fixed annuities 

Variable annuities 

Fee - off halance sheet products 

Reinsurance 
Accident and health insurance 

General insurance 
Banking 

ll 

4,488 4,257 133 127 

400 443 19 20 

852 970 73 78 
~ 43 43 

767 685 - - 
726 734 ~ - 

2 1 ~ - 
- - 13 19 

~ 

~~ 

10,938 10,789 281 287 

!I 
'I 

OTHER ASSETS AND RECEIVABLES 

! 
1 2006 2005 

236 270 
m 5,414 4,320 
m EquiDment 

Receivahles 
m 1,823 2,216 

7.473 6.806 

Accrued income 
! 

390 

EOUIPMENT 

I Net book value 
At January 1.2005 

270 

1 

1 
!I 

236 

At December 31.2005 I 
AT DECEMBER 31.2006 

2006 2005 

' ~><<, 

62 80 ;  , 
9 1 ?,::> 

(83) (59kj-i. ~1 

12, "' 
(39) 

MO l,W..&,.>, I cost 

At January 1 

Additions 
Acquisitions through business combinations 

11 
Disposal 

Net exchange differences 

I 
i 101' ' 

Other 1 '0 y...-. .. , I. - 
.i 

640:;: .~:, 
1 '..A 

... 589 
..~ , 

4 A i  DECEMBER 31 
I1 

At January 1 !! 
Accumulated depreclation and impairment losses 

370 654 

Depreciation throuqh income statement 

Disposal 

Net exchange differences 

68 76 

(65) (427) 

(20) 59 
- 8 

353 370 
Other I1 
AT DECEMBER 31 I1 

I! 
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Notes to the consolidated financial statements of AEGON Group Note 13.1 - 14 

................................................................................................. 
Included in the net book amounts of equipment are equipment held Depreciation expenses have been charqed in 'Commissions and 
for lease of EUR 40 million (2005: EUR 66 million). expenses' in the income statement. Equipment is generally depreciated 
Equipment ha8 not been pledqed as security for liabilities. nor is over a period of three to five years. 
there any restrictions on title. 

RECEIVABLES 

2006 2005 

Loans to associates 11 8 

Finance lease assets 

Receivables from policyholders 

Receivables from brokers and aqents 

Receivables from reinsurers 

63 
3,632 2 

184 

278 

Investment income receivable 

Cash outstandinq from assets sold 8 

Trade receivables 527 

Cash collateral on securities borrowed 34 
Reverse repurchase agreements 4 

Income tax receivable 259 
Other 57 2 

- 

Provision for impairment (1581 

5,414 

108 
,170 

161 

578 

1 
15 

29 

23 

275 

1,100 
(148) 

4,320 
~ 

Current 5,017 4,067 

Non-cutrent 397 253 

Fair value on non-current receivables 382 244 

ACCRUED INCOME 

2006 2005 

Accrued interest 1,821 2,216 
Other 2 - 
..~ 1,823 2,216 

Al1 accrued income is current. 
.. . 
.... 

, i ,  

, I  .- , 
,-.:i ..~. 
- -. , -.., 

1.. .' 
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................................................................. 

Bank overdrafts (note 23) ~ 

................................ 

(753) (1,2391 

CASH AND CASH EPUIVALENTS 

Cash at bank and in hand 
Short-term deposits 

Money market investments 

Short-term collateral 

The carrying amounts disclosed reasonabl) 

values as at the year end. 

Included in the balances for short-term de 
investments and short term collateral i s  casl 

EUR 10.0 billion (2005: EUR 4.6 billion). Of 
(2005: EUR 3.9 billion) relates to security li 

agreements. A corresponding liability to repa\ 
in other liabilities (note 28). Refer to note 
collateral received and paid. Investment of ca 
restricted through limitations on credit 

I Cash and cash equivalents 

686 1,032 

1.884 2,209 
5,859 4,066 
A715 - 

13.144 7.307 

ipproximate the fair 

Mts.  money market 
:ollateral received of 
hich EUR 8.5 billion 

j ing and repurchase 

i e  cash is recognized 

) for a discussion of 
collateral received is 

orthiness, duration. 

approved investment categorie8 and borrower limits. AEGON earns a 

share of the spread between !he collateral earnings and the rebate 
paid to the borrower of the securities. income from security lending 

programs was approximately EUR 26 million (2005: EUR 21 million: 

2004: EUR 13 million). 

The weighted effective interest rate on short-term deposits was 
4.21% (2005: 2.71°/d and these deposits have an average maturity of 

4.31 days (2005: 3.39 days). 

For the purposes of the cash flow statement, cash and cash 

equivalent8 comprise the following: 

2006 2005 

I1 , . 
The majority Of cash is  not subject to any re~trictions. However. the 
Dutch National Bank (DNB) requires AEGON The Netherlands to hold 

2% of its assets relatinq to banking activitie! in an account with the 
DNB. This amount on deposit is reassessed on a monthly basis and 

carries interest at approximately 2%. The balance at the end of the 

year was EUR 90 million (2005: EUR 103 million). 

Furthermore, AEGON The Netherlands holds required funds related 

to post-employment benefits lor farmer employees in a bank deposit. 

amounting to EUR61 million at  yearend (2005: EUR 102 million). 
The following table provides information on the net iincrease)l 

decrease in operatinq assets and liabilities, excluding the effect Of 
acquisitions and exchange rate differences on consolidation. 

ll 
ll 
I1 

, 
', f-1 

Operatlnq assets and liabilities 
Other assets and receivables 
Other liabilities ! 

I Accrued interest 
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Notes to the consolidated financial statements of AEGON Group Note 15 - 15.1 

................................................................................................. 
SHAREHOLDERS' EPUITY 

Issued share capital and reserves attributable to sharehoiders 

of AEGON N.V. 

N o k  2006 2005 2004 

Share capital - par value LHI 255 251 243 
Share premium cm 7.104 7,106 7,112 

Treasury shares m (7871 (5451 i7651 
Total share capital 6,572 6,812 6,590 

Retained earnings 11,455 9,318 6,825 
Revaiuation reserves F.m 1.M8 2,293 2,141 

Other reserves Im (5381 853 (6811 
TOTAL SHAREHOLDERS' EPUITY 19,137 19,276 14,875 

SHARE CAPITAL - PAR VALUE 

2006 2005 2004 

Comrnon shares 195 192 186 
Preferred shares A 53 53 53 
Preferred shares 6 7 6 4 

255 251 243 

Common shares 2006 2005 2004 

Authorized share capital 360 360 360 

Par value in cents per share 12 12 12 

Number 
of Shares Total 

(thousandsl arnount 

At January 1.2004 1,514,378 182 
,-....,Share dividend 38,307 4 
.~.. 

.At December 31, 2004 1,552,685 186 

Share dividend 46,292 6 

-'.'At December 31, 2005 1,598.977 192 
i'?.,,, 

Share dividend 23,950 3 

,. AT DECEMBER 31,2006 1,622.927 195 
_ I  
.... .. , .~ - 
..I . . ,  .., 

:. "Preferred shares 2006 2005 2004 

Authorized share capital 2% 7.50 250 
Par vaiue in cents per share 25 25 25 
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................................................................................................. 1 1 
Preferred Shares A Preferred shares B 

Number of Number of 
shares Total shares Total 

(thousands) arnount íthousandr) amount 
I 
I1 

At Januarv 1.2004 I 211,680 53 11.100 3 
- - 5.800 1 

2 11.680 53 16,900 4 

6,950 2 

211.680 53 23,850 6 

Share dividend I 

At December 31, 2005 n 
- - 1 At December 31. 2004 

Shares issued 

~ - 5,440 1 

211,680 53 29.290 7 
Shares issued I1 
AT DECEMBER 31,2006 

I1 

ii 
Al1 issued common and preferred shares are fully paid. Repayment 
of capital can only be initiated by the Executive Board, is subject to 
approval of the Supervisory Board and must be resolved by the 

General Meetiny of Shareholders. Moreover. repayment on preferred 

shares needs approval of the related shareholders. 
There are restrictions on the amount of funds that companies within 

the Group rnay transfer in the form of cash djlidends or otherwise to 
the parent company. These restrictions stem from solvency and 
leqal requirements. Refer to note 47 for 'a description of these 

requirements. Vereniqiny AEGON. based in The Hayue. hoids al i  of 
the issued preferred shares. 

Vereniyinq AEGON. in case of an issuance of shares by AEGON N.V., 
rnay purchase as many class B preferred shares as would enable 

Vereniqinq AEGON to prevent or correct dilution to below its actual 
percentage of votinq shares. Class B preferred shares wil1 then be 

issued at par value (EUR 0.25). unless a higher issue price is  aqreed. 
In the years 2003 throuqh 2005 23,850,000 ciass B preferred 

shares were issued under these option riqhts. In 2006. Vereniging 

AEGON exercised its option riqhts to purchase in aqqreqate 

5,440.000 class B preferred shares at par h e  to correct dilution 
caused by AEGON's stock dividend issuances durinq the year. 

I1 

ll 
ll 
I1 

11 

ll 

I1 

I 
H 

ll 

I1 
11 

11 

i1 

H 

SHARE PREMIUM 

AEGON N.V. and Vereniyinq AEGON have entered into a preferred 

shares votinq riyhts agreement, pursuant to which Vereniging AEGON 

has voluntarily waived its right to cast 25/12 vote per class A or class 

B preferred share. Instead. Vereniging AEGON has agreed to exercise 
one vote only per preferred share, except in the event of a 'special 

cause'. such as the acquisition of a 15% interest in AEGON N.V.. a 
tender offer for AEGON N.V. shares or a proposed business 

cornbination by any person or yroup of persons. whether individually 

or as a qroup. other than in a transaction approved by the Executive 

Board and Supervisory Board. it. in its sole discretion. Vereniying 
AEGON determines that a 'special cause' ha8 occurred, Vereniqiny 

AEGON w i l  notify the General Meetiny of Shareholders and retain its 

riqht to exercise the full votinq power of 25/12 vote per preferred 

share for a iimited period of six months. 
In both 2001 and 2002, AEGON N.V. entered into total return swaps 

with Vereniging AEGON in order to hedqe the share option plan for 

each respective year. On April 15. 2005. these total return swaps were 

terminated. resultinq in a positive impact on shareholders' equity of 

EUR 115 million. The amount has been added to retained earninys. 

With reqard to qranted share appreciation riqhts and option riqhts 
and their valuation we refer to note 40. #.!g 

1,tJ 

iL.7) Y 
i..tll 

. -  
! I  

) I  

, P-' 
7,116. -> '..% 7,106 7.112 

12) (6 )  (4) E? 
7.104 7,106 7,112-.::.1 

2006 2005 2004 I 

II At January 1 

Share dividend 

AT DECEMBER 31 

Share premium relatiny to: 

- Common shares 5,052 5,054 5,060 

2.052 2,052 2.052 

7,104 7.106 7,112 
- Preferred shares 
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Notes to the consolidated financial statements of AEGON Group Note 15.2 - 15.4 

............................................................................................ 
The share premium account reflects the balance of paid-in amounts 
above par value at issuance of new shares less the arnounts charqed 

for share dividends. 

TREASURY SHARES 

On the balance sheet date AEGON N.V. and its subsidiaries held 

40,809,710 of its own comrnon shares with a face value of EUR 0.12 
each. Movernents in the nurnber of repurchased own shares held by 

AEGON N.V. were as follows: 

I 2006 2005 2004 

Number Number Number 
Of Shares Of shares of Shares 

ithotisandr) (thourands) ithousandr) 

At January 1 18,651 25,233 27,429 

Transactions in 2006: 

Sale: 2 transactions, average price EUR 13.46 

Purchase: one transaction on May 17. price EUR 9.85 - 3,821 - 

Purchase: 30 transactions, average price EUR 14.78 19,076 - - 

(3) ~ - 

Transactions in 2005: 

Sale: 31 transactions. average price EUR 10.28 - (10.403) 

Transactions in 2004: 

7,467 Purchase: tWO transactions on May 18 and September 24, average price EUR 9.88 
Sale: three transactions on April 1. April 22 and July 19. average price EUR 10.29 (9,663) 
AT DECEMBER 31 37.724 18.651 25.233 

~ 

- ~ 

I - ~ 

As part of their insurance and investment operations, subsidiaries 
within the Group als0 hold AEGON N.V. comrnon shares, both for 

their own account and for account of policyholders. These shares 
have been treated as treasury shares and are (de)recognized at the 

consideration paid or received. 

2006 2005 2004 . ., ,:;:,. 

$.“,I Number Number Nurnber 
i of shares Total of Shares Total of shares Total 

..>2 ithousandr) amaunt ithourands) m o m t  ithousandr) amount c.: 
i:.*Held by AEGON N.V. 37.724 724 18,651 442 25,233 657 

... 

! Held by subsidiaries 3,086 63 4.6% 1 03 4,657 108 
“..“AT DECEMBER 31 40.810 787 23.315 545 29.890 765 
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............................................................................................. I 

At January 1,2006 

Gros8 revaluation 

Reversal of gross revaluation 

REVALUATION RESERVES 1 ,, 
li I 
N 

Available- Real ertate Cashflow 
for-lale held for hedginq 

I' 

investments own use reserve Total 

1,620 28 12 1,669 

1,266 1 1 03 1,370 

(449) ~ (449) 

~ ~ (23) (23) 

I 
I 

1 

ii 

I1 (76) (1) - (77) 

At January 1, 2004 
Gros8 revaluation 

Reversal of gross revaluation 
(Gains)/losses transferred to income statement 

Foreiqn currency translation differences 

8 - (19) (11) 

AT DECEMBER 31.2004 11 2,064 27 50 2,141 

Tax effect 
Other 

- 
I, 

1305) (11 (23) (3291 I1 

I1 

I 
I1 
I 

At January 1, 2005 

Gros8 revaluation 

Reversal of gros8 revaluation 
Gains/(iosses) transferred to  income statement 

Foreiqn currency translation differences 

Tax effect 

2.064 27 50 2,141 

274 (1) I s 9  412 

(705) - - (705) 

(9) ~ 63 54 
139 3 - 142 
304 - 162) 242 

32 (4) (21) 7 
25 169 2,293 

Other ii 
2,099 

~~ 

2,099 25 169 2,293 

(131) 15 (17) (133) 
(527) - - (527) 

- - (130) (130) 

(70) (3) 14) 177) 
88 (5) 51 134 

77 - 11 88 
32 80 1,648 

Other ii 
AT DECEMBER 31,2006 li 1,536 

The revaluation accounts for both available-ior-sale investments and 

on these investments, net of tax. Upon sale, the amounts realized are 

earnings. There are restrictions on the distribution of the balance of 

the revaluation reserve related to real estate held for own use totr. 
..i 

shareholders. 
The closinq balances of the revaluation reserve for available-for-sale :I 

for real estate held for own use include unqealized qains and losses I ,.. ' 
I1 

... I1 , .  .+z, 

li ' i  

2005 2oo4A.J 
i::$ 662 .~ -:-? 

i1 
..~ <::, Shares I1 909 1,097 

Bond8 I1 612 1,072 1,518 -.,L.% i 

recoqnized in the income statement or transferred to retained investments relate to the followinq instruments: , . ~ <  .. rl/ _. .: S. 

I1 

2006 

../ 
Other I 15 (70) (116) I 

I1 1,536 2,099 2,064 

II 
11 
I .  

The cash flow hedginq reserve is  made up of unrealized qains and 

losses on the effective portions of hedqing instruments, net of tax. 
The amounts are recognired in the income statement at the moment 

of realization of the hedged position to offset the gain or los8 from 

the hedged cash flow. No amounts have been released from equity 

to be included in the initia1 measurement of non-financial assets or 

liabilities. 
I1 

11 

!i 
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Notes to the consolidated financial statements of AEGON Group Note 15.5 - 16 

OTHER RESERVES 

Foreiqn Net foreiqn Equity 
currency invertment movernentr 

translation hedqinq Of 

reserve reserve associatei Total 

At January I. 2004 15 15 - ~ 

Movement in foreiqn currency translation and net foreiqn investment hedqinq reserves (827) 72 - (755) 

At January 1. 2005 (827) 72 74 (681) 
Movement in foreiqn currency translation and net foreiqn investment hedyiny reserves 2,143 (628) - 1,515 

Equity movements of associates 19 19 

AT DECEMBER 31,2005 1,316 (556) 93 853 

- ~ 

At January 1, 2006 1,316 (556) 93 853 
Movement in foreiqn currency translation and net foreiqn investment hedqing reserves (1,478) 153 - (1.325) 

Disposals 2 2 
Equity movements of associates - (68) (68) 

AT DECEMBER 31.2006 (162) (403) 27 (538) 

~ - 
~ 

The foreiyn currency translation reserve includes the currency 

results from investments in non-euro denominated subsidiaries. The 
amounts are released to the income statement "pon the sale of the 

subsidiary. 

The net foreiqn investment hedqinq reserve is made up of unrealized 

qains and losses on the effective portions of hedqinq instruments, 
net of tax. The amounts are recoqnized in the income statement at 

the moment of realization of the hedqed position to offset the qain 
or loss from the net foreiqn investment. 

The equity movements of associates reflect AEGON's share of 

chanqes recoqnized directly in the associate's equity, 
..:.., ._ 
: .  -. I 
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................................................................................................ 
OTHER EOUITY INSTRUMENTS 

Junior Perpetual Share 
perpetual curnulative options 

capital subardinated not vet 
recurities honds exercised Total 

- 1,517 - 1,517 
I1 

At January i ,  2004 II 
~ I1 1.352 - 1.352 

AT DECEMBER 31,2004 li 
I1 

Instruments issued I1 
1,352 1,517 - 2,869 

At January 1.2005 

Instruments issued 

Instruments redeemed 

1,352 1,517 - 2.869 
1.457 ~ 1,457 

- (950) - (950) 

- 

- ~ Share options granted 1 3 3 
AT DECEMBER 31,2005 I1 2.809 567 3 3.379 

I1 
At January 1,2006 

Instruments issued 

Share options yranted 

7,809 567 3 3,379 
638 - 638 

13 13 

~ 

~ - 
~ - 2 2 

3,447 567 18 4,032 
Deferred tax I1 
AT DECEMBER 31,2006 I1 

Coupon date: 
Junior perpetual capital securities 1~ CoupOn rate quarterly. as o1 

USD 500 million 11 6.5% March 15 

USD 250 million floating LIBOR rate' March 15 

March 15 

6.0% January 15 

January 15 
January 15 

USD 550 million 
EUR 200 rnillion 

EUR 950 million 

USO 500 million 
USO 1 billion 11 6.375% March 15 

TOTAL JUNIOR PERPETUAL 
CAPITAL SECURITIES 

I1 

I' 6'875% 
floating CMT ratez 
floating CMS ra te l  

Year of first cal1 2006 2005 2004 

2010 424 424 ~ 

2010 212 212 ~ 

2011 438 - ~ 

2011 200 ~ - 

2014 950 950 950 

2014 402 402 402 
2015 82 1 821 ~ 

3,447 2.809 1,352 ,_ 
, . <  ' The coupon of the USD 250 millimiuniar perpetual Capitai SecwitieS. callable in 2010, is bared on the yield Of three-month LI0OR plus an additional spread i..) 

i ,. , ~~~~,~ 
?he coupon 01 the USO 500 millio~junior perpetual Capital siCuritier. caliable in 20i4, is haséd an ihe  yield ofien-year US dolla; inte'rest rate swaps, '-*y,;; with an additianal Spread of ten harir points. The coûpan i s  reset each quarter based on the then prevailing ten-year US dollar interest rate swap yield, 
With a maximum o1 8.5%. 

, 
:. ..I 
I.:, 

and required coupon payment deferral. Althouyh the securities hav&4;.,, 
no stated maturity, AEGON has the right to caii .the securities to rY1 :  

as specified. or on any coupon payment date thereafter. 

I I': .~ i The interest rate exposure on some of these securities has been 
swapped, usiny derivatives, to three-month LIBOR yield. 

The securities have been issued at par. The securities have redemption at par for the first time on the coupon date in the years 

subordination provisions and rank junior to al1 other liabilities. The 

conditions Of the securities contain certain p/ovisions for optional 

11 

I1 

I1 

I1 
I1 
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Notes to the consolidated financial statements of AEGON Group Note 16 - 19 

................................................................................................. 
Perpetual cumulative 
subordinated bonds coupon rate Coupon date Year of fimt cal1 2006 2005 2004 

EUR 114 million 7.875% September 29 2005 1 i4  
EUR 136 million 7.75% December 15 2005 136 

EUR 700 million 6.875% December 20 2W5 700 

EUR 114 million 7.625%' July i 0  2W8 114 114 114 

EUR 136 miilion 7.25%2 October i4  2008 136 136 136 

EUR 203 million 7.125%2 March 4 2011 203 203 203 
EUR 114 rnillion 4.156%' June 8 2015 114 114 1 i4  

TOTAL PERPETUAL CUMULATIVE 
SUBORDINATED BONDS 567 567 1.517 

~ ~ 

- - 
~ - 

' The coupon of the EUR 114 million bands with an interest rate of 7.625% is fixed. 
The coupon lor the EUR 136 miiiion 7.25% bond5 i 5  ret at 7.25% uotil actober 14,2008, while the coup00 lor the EUR 2a3 millioo 7125% bOndS is set at 
7.125% until March 4,2011. On these dates, and after every consecutive period of ten yearr, the coupons wili be reset at the then prevaiiinq effective yield 
of nine- to ten-year Dutch gavemment securities and a spread of 85 basis points. 
The coupon lor the EUR 114 million bonds was set at 8% until June 8,2005. AS of this date, the coupon is set at 4.156% until2015. 

The bonds have the Same subordination provisions as dated 

subordinated debt. In addition, the conditions of the bonds contain 

provisions for interest deferral and for the availability of principal 

arnounts to meet losses. Althouqh the bonds have no stated 

rnaturity, AEGON ha8 the riqht to cal1 the bonds for redemption at 

par for the first time on the coupon date in the years as specified. 

TRUST PASS-THROUGH SECURITIES 

coupon coupon date Year of issue Year o1 rnaturity 2006 2005 
- USD 100 miliion 7.8% June 1; December 1 1996 2026 85 

USD 225 rnillion 7.65% June 1: December 1 1996 2026 85 191 

USD 190 rnillion 7.625% May 15; November 15 1997 2037 38 161 

TOTAL TRUST PASS-THROUGH 
SECURITIES 123 437 

,,,Trust pass-throuqh securities are securities throuqh which the 

,,.,holder8 participate in a trust. The assets of these trusts consist 
i +  of junior subordinated deferrabie interest debentures issued by 

'.<).Transamerica Corporation. The trust pass-throuqh securities carry 

" '.provision8 with reqard to deferral of distributions for extension 
periods up to a maximum of ten consecutive serni-annual periods. 

' . . - . I  
,,.,..There were no defaults or breaches of conditions durinq the period. 
...i. ; 

i e :  .-.,.,, ,~ ...... 

&*, 

, 

: 

., . 

The USD 100 rnillion 7.8% trust pass-throuqh securities were called 

in 2006 at a cal1 price of 103.5%. The USD 225 rnillion 7.65% and the 
USD 190 rniilion 7.625% trust pass-throuqh securities were partially 

redeerned in 2006 throuqh a cash tender offer, 

The trust pass-throuqh securities are subordinated to al1 other 

unsubordinated borrowinqs and liabilities. 
The fair value of these loans amounts to EUR 123 million (2005: 
EUR 574 million). 
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Life insurance 

Non-life insurance 
- Unearned premiums and unexpired risks 

81,015 88,107 

2,632 2,610 
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Notes to the consolidated financial statements of AEGON Group Note 19 

............................................................................................ 
Movements durinq the year in i i fe insurance 

At January 1 

Portfolio transfers and acquisitions 

Gross premium and deposits - existinq and new business 

Unwind of discount I interest credited 

Technica1 reserves reieased 

Changes in valuation of expected future benefits 

Losses recognized as a resuit of liability adequacy testinq 

Shadow accounting adjustments 

I Acquisitions throuqh business combinations 

I 

2006 2005 

88,107 76,221 

96 49 

50 864 

8,764 7,806 

3,650 3,627 

(12.467) (9.959) 

(70) (76) 
~ 151 

1639) 503 

16.742) 8.960 

266 139) 
Net exchange differences 

Other 
AT DECEMBER 31 81,015 88,107 

The followinq table provides information on the liabilities for 

quarantees that are inciuded in the vaiuation of the host contracts: 

2006 2005 
GMOB' GMIB1 GMAB' Total GMOB' GMIB' GMABI Total 

At January 1 126 121 109 356 100 59 96 255 

Incurred quarantee benefits 34 23 (57) - 36 50 13 99 

Paid quarantee benefits (30) (7) (37) (26) - - (26) 

Net exchange differences (13) (14) - (27) 16 12 ~ 28 

~ 

AT DECEMBER 31 117 123 52 292 126 121 109 356 

2006 2005 
GMOB' GMIB' GMABI Total. GMDB' GMiB' GMAB' Total' 

Account value 23.814 8,562 7,489 39,865 24,991 9,122 6,164 40,277 

Net amount at risk 1,614 296 40 1,950 2,357 380 84 2,821 

Averaqe attained aqe of 
contracthoiders 65 64 ~ 64 63 - - - 

1 Guaranteed minimum death benefit in the United Stater. 
Guaranteed minimum income benefit in the United States. 
Guaranteed minimum accumulation benefit in the Netheriandr. 
Note that the variable annuity contracts with quaranteer may offer mare than one type of guarantee in each contract; therefore, the amounts listed are nat 
mutually exclurive. 

,li ., ':.' 

t-,.: 

. .  
''2 Refer to  note 4 for a discusSion of these quarantees for minimum 
!?_I 

. benefits. 

I .  : 
,... , .  . L... 

r:, 
! ... ..- 
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I...... ......................... 
Movernents durinq the year in non-life 

At  January i 
Portfolio transfers and acquisitions 

Gross premiums - existing and new busines 

Unwind of discount t interest credited 

Technical reserves released 

Changes in valuation of expected future be, 
Change in unearned premiums 

Change in unexpired risk8 
incurred related to current year 
Incurred related to prior years 

Release lor claims settled current year 

Release lor claims settled prior years 

Change in IBNR 
Disposals 

Net exchange differences 

Other 

AT DECEMBER 31 

Prior year run-of1 results, compared to i 

non.life reserve, are immaterial 

Movements durinq the year in incomin, 

At January 1 

Gross premium and deposits - existinq and 

Unwind of discount I interest credited 

Technical reserves reieased 

Changes in valuation of expected future bel 
Net exchanqe differences 

Other 

AT DECEMBER 31 

............................................................. 
rrance 2006 2005 

4,893 4,375 

: S  

84 

2,413 

174 

(1,334) 

(3) 
(1.W9) 

(8) 

713 
191 

(249) 
(624) 

55 
- 

(402) 

3 

2,684 

164 

í 1,680) 

(17) 

(833) 

(3) 

682 
64 

(253) 
(483) 

23 

(309) 

470 
i81 K 

4.886 4.893 

iinq balances of the 

insurance 2006 2005 

2,690 2.220 

business 

:5  

1,441 1,244 

197 168 

(1.492) (1,3W) 
15 32 

(286) 350 

(38) 115) 

I 

2.527 2,690 
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Notes to  the consolidated financial statements of AEGON Group 0 Note 20 - 21 

........................................................................................... 
INSURANCE CONTRACTS FOR ACCOUNT OF POLICYHOLDERS 

Insurance contracts for account of policyholders 72,194 70,280 

2006 2005 

At January 1 70,280 59.904 
Acquisitions throuqh business combinations 15 416 

Portfolio transfers and acquisitions 365 (1.826) 

Gros8 premium and deposits - existinq and new business 7,387 6,202 

Unwind of discount t interest credited 5,766 6,937 

Technical reserves released (6,522) (5,630) 

Fund charges released (849) (798) 

Changes in valuation of expected future benefits (71) (67) 

Net exchanae differences (3,717) 5,129 
Other (460) 13 

72,194 70.280 AT DECEMBER 31 

INVESTMENT CONTRACTS 

2006 2005 

Investment contracts‘ 36.618 38,842 

At January I, 2005 

Deposits 

Portfolio transfers and acquisitions 
Withdrawals 

Technical reserves released 
Interest credited 
...e. 
Fund charqes released 

:A,.!: 

Movements related to  fair value hedqes 
.. ,Net . exchanqe differences 

Without discretionary Wi th  discretionary 
participation features participation features rota1 

32,820 810 33,630 

12,891 - 12,891 

237 - 237 

- (132) (132) 

1,318 - 1,318 

(4) - (4) 

(178) ~ (178) 

4.295 24 4,319 

(13,246) - (13,246) 

;Other 7 - 7 

702 38,842 AT DECEMBER 31,2005 38,140 

*‘‘Refer to n o k  48 f o l  a surnrnary of al1 financial arrets and financial liabilities at fair value through prdit or loss. 
. ,~ ..~ 
. j .  ., ~, ,.-.. 
>-- .,.., 
i,.,.. 
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............................... 

At January 1.2006 

Deposits 

Portfolio transfers and acquisitions 

Acquisitions through business combination 
Withdrawais 

Technica1 reserves released 
Interest credited 

Fund charges released 
Movements related to fair vaiue hedges 

Net exchange differences 
nthw 

................................................................ 
Without discretionary With discretionary 
oarticioation features oarticioation features Total 

38,140 

13,498 

374 

114 

(14.6081 

1,621 
1 

(771 

(3,4761 

702 38,842 
- 13,498 

~ 374 

- 114 

~ (14,6081 

(123) (1231 
- 1,621 

1 
~ (77) 

12 (3,4641 

~ 

440 - 440 

AT DECEMBER 31.2006 I1 36,027 591 36.618 

n 2006 2005 

34.61 1 37,658 Fair value of investment contracts without discretionary participation features n 
Investment contracts consist of the foiiowinq: 

I1 Z O 0 6  2005 

24,531 26.348 n Institutional guaranteed products 

I Fixed annuities 

Savings accounts 

Investment contracts with discretionary participation features 

5,619 6,212 

4,825 5,047 

591 702 

Other 1 1.052 533 

ii 36,618 38,842 n 
Refer to note 4.1.5 for a description of i h t u t i o n a l  guaranteed 

products and an analysis of the contractual maturities for al1 
institutional guaranteed products with defined rnaturities, based on 

nomina1 amounts. On the neut page a maturity analysis follows of 

those contracts with defined maturities. base; on carrying amounts. 

EUR 4.058 million (2005 EUR 5.361 millionl of the total balance of 
institutionai guaranteed products have nu contractual maturities. 

I 

1. 
I1 

11 
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Notes to the consolidated financial statements of AEGON Group 0 Note 21 - 22 

................................................................................................. 
( I yr 1 5 yrs 5 < 10 yrs > 10 yrs 

Amount Yieid Amount Yieid Amount Yieid Amount Yieid 

Institutional guaranteed 
products with contractual 
repricing or rnaturity terrns 

5,506 4.90% 1 1,006 4.53% 2,815 5.10% 1,146 4.40% 
2005 5,623 4.08% 10,494 4.14% 2,845 4.49% 2,025 4.11% 
2006 

inciuded in the totai baiance for fixed annuities is  EUR 4,043 rniiiion 
(2005: EUR 4,351 miliion) that relates to products without contractual 

rnaturity terrns. For the rernainder of the balance. ContraCtual 
repricing or rnaturity inforrnation can be analyzed as foliows: 

< i y r  1 < 5 yrs 5 10 yrs > 10 yrs 
Amount Yieid Amount Yieid Arnount Yieid Amount Yieid 

Fixed annuities with contractuai 
reoricino or rnaturitv terrns 

~~ 

130 5.71% 552 5.81% 464 6.03% 430 6.43% 

163 5.74% 670 5.99% 528 6.00% 500 6.44% 
2006 

2005 

Savings accountS.are part of the bankinq activities of the Group, as 

described in note 4.1.10. Oue to the nature of these products. 
policyholders have flexibility t o  withdraw cash frorn these savinqs 
accounts, with lirnited restrictions. 

The balance of investment contracts with discretionary participation 

features reflects the exces8 of the liability over the funded value of 

the units 

__., ,:. I 

y..,; 
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................................................................ ............................... 
1 INVESTMENT CONTRACTS FC 

1 investment contracts ior  account of poiicy 

At January I. 2005 

Gross premium and deposits - existing anc 
Withdrawals 

Interest credited 

Technical reserves released 

Fund charges released 
Net exchange differences 
Other 

AT DECEMBER 31,2005 

At January 7,2006 

Gross premium and deposits - existinq anc 

Withdrawals 

Disposals 

Interest credited 
Technical reserves released 

Fund charges released 

Net exchange differences 
Other 

AT DECEMBER 31,2006 
' Refer to n o k  48 lor a sumrnary of al1 financial 

On consolidation of an investment fund, p 

parties are classified as liabilities, as oppo: 
equity, if the Group is legally obliqed to buy 

A portion of the balance of investment cc 

such participations held by third parties. am 
(2005: EUR 858 miilion). 

iCCOUNT OF POLICYHOLDERS 

2006 2005 

Iers' 64,097 58.724 

Without dircretionary With discretionary 
oarticioation features oarticioation features Total 

17,283 29,859 47,142 

N business 4,148 4,119 8,267 

(2,6941 (2,694) 
1.792 4,837 6,629 

- (3,198) (3,198) 

(26) (261 

1,599 849 2.448 
156 156 

~ 

- 

~ 

2 2 . 2 ~ 8  36.466 58,724 

N business 

22.258 36,466 58,724 

3,996 7,459 11,455 

(2.769) (2,7691 

(1,097) (1,0971 
1,822 3,202 5,024 

~ í6.6Wl (6,600) 

(11 (1) 

(1.0081 806 (2021 

- 
~ 

- 

~ (4371 (437) 

22,764 41,333 64,097 

t S  and financia liabilities a t  fair WIUB throuqh profit or toss. 

Zipations held by third 

o minority interest8 in 
k these participations. 

ict liabilities relates to 

tin9 to EUR 910 million 
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Notes to the consolidated financial statements of AEGON Group 0 Note 23 - 25 

.................................................................................................. 
BDRROWINGS 

2006 2005 

Debentures and other loans 

Bank overdrafts 

4,212 4,293 

. 753 1,239 

Short term deposits 26 - 
4,991 5,532 

Current 935 1,357 
Non-current 4,056 4.175 

Total fair value of borrowinqs 5,081 5.743 

Bankoverdrafts are larqely part of cash pool agreements with banks 
and matched by cash balances. IFRS do not permit net presentation 

of these cash balances and bankoverdrafts under the current 
aqreements with these banks. 

Debentures and other loans Coupon rate Issue I Maturity Coupon date 2006 2005 

USD 200 million Domestic Debentures' 6.75% 1996 i 06 Semi~annually - 170 

USD 5 0  million Zero Coupon Bonds' 

USO 100 million Domestic Debentures' 
EUR 1,000 million Medium-Term Notes 

USD 147 million Domestic Debentures' 
USD 133 million Zero Coupon Bonds' 

USD 200 million Zero Coupon Bonds' 

USD 750 million Senior Notes 
EUR 500 million Medium-Term Notes 

EUR 75 million Medium-Term Notes 
USD 5 0 0  million Medium-Term Notes' 

GBP 250 million Eurobonds 
USD 980 million Variable Fundinq Surplus Note' 
Ofher 

1982 1 07 

9.375% . 1996108 

4.625% 2003 1 O8 

6.4% 1998 1 08 
1982 1 10 

1982 1 12 

4.75% 2003 1 13 

4.125% 2004 1 14 
4.625% 2004 i 19 

5.75% 2005 1 20 
6.125% 1999 i 31 

Floating 2006 i 36 

35 

Cemi-annually 77 

April 16 1,000 
Semi-annually 98 

67 
72 

Semi-annually 569 

December 8 485 
December 9 74 

December 15 379 

372 December 15 

Quarterly 744 
240 

4.212 

34 

87 

1.000 
102 

65 
70 

636 

512 
79 

434 

365 
- 

739 

4.293 

I.. lssued by mbsidiaries of, and guaranteed by AEGON N.V 
f::?sued by a Subsidiary Of AEGON N.V. 

rij. 
Included in debentures and other loans are EUR 938 million (2005: 

,EUR 1,025 million) relatinq to borrowinqs measured at fair ValUe. 

.grmeed8 have been swapped, usinq derivatives. to USD floatinq-rate. 

Chanqes to AEGON's credit spread had no significant impact on the 

valuation of these borrowinqs throuqhout the year. 

I.. 
t .2  

:Undrawn cornmitted borrowinq facilities 2006 2005 

Floatinq-rate 
- Expirinq within one year 247 254 

- Expirinq beyond one year 2,316 2,607 

2,563 2,861 

There were no defaults or breaches af conditions durinq the period. 
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Provisions 

Current 
Non-current 

'I I, 2006 2005 

1,433 1.369 

209 237 

1,642 1,606 

398 409 

398 409 

1,831 1,778 

I 
Y 

Retirement benefit plans 

Other post-employment benefit plans 

Total defined benefit plans 

Retirement benefit plans in surplus 

Total defined beneflt assets 

Retirement benefit plans in deficit 

1 
I1 
I1 

262 253 

133 230 

129 23 

Other post-employment benefit plans in deficit 209 237 

TOTAL DEFINED BENEFIT LIABILITIES Ji 2,040 2,015 .i, 
v.c I1 fl::;> 

At January I 
Acquisitions through business combinations 
Defined benefit expenses 

Contributions paid 
Benefits paid 

Net exchange differences 
Other 

I I! 
~. . li 

2006 2005 9.' 
Other post- Other post- &,"i I Retirement ernployment Retirement ernployment 1) 

1,369 237 1,606 1,398 237 1,635 ,g: 
11 11 ~ ~*;],' - - 

147 3 150 126 (8) 118 

11 (52) (52) (26) (26) 

(75) (16) (91) (68) (16) (84) 

32 (17) 15 (25) 22 (3) 
1 2 3 (36) 2 (34) 

- - 

beneflt beneflt beneflt benefit +i 
plan6 plans Total plans plans Total ,:-., 

I1 
Movements durinq the year In defined benefit plans 
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Notes to the consolidated financial statements of AEGON Group Note 25 

................................................................................................. 
The amounts recoqnized in the balance sheet are deterrnined as 

fellows: 

Ret i rement  benef i t  p lans 2006 2005 1 
Fair value of plan assets (2,620) (2,570) 

(133) (28) 

, 

Present value of wholly or partly funded obligations 2.487 2,542 

I 

1,768 1.817 ! Present value of wholly unfunded obligations 
Unrecognized actuarial qainsl(losses) (201) (420) 
Unrecoqnized past service cost (1) ~ i 
TOTAL RETIREMENT BENEFIT PLANS 1,433 1,369 

I 
Other  post -employment  benef i t  p lans 2006 2005 
Present value of wholly or partly funded obligations 4 4 

Fair value of plan assets ~ ~ I 
4 4 

Present value of wholly unfunded obligations 
Unrecoqnized actuarial qainsl(losses) 

247 254 

(42) (21) 

Unrecoqnized past service cost - - 
TOTAL OTHER POST-EMPLOYMENT BENEFIT PLANS 209 237 I 

Defined benef l t  p lans 2006 2005 

Present value of whollv or Dartlv funded ObliQations 2,491 2,546 , . .  
Fair value of plan assets (2,620) (2,570) 

(129) 124) 

Present value of wholly unfunded obligations 

Unrecognized actuarial qainsl(losses) 

2,015l 2,071' 

(243) (441) 
Unrecoqnized past service cost (1) - 
TOTAL DEFINED BENEFIT PLANS 1,642 1,606 

' Assets held by AEGON The Netherlandr lor retirement benefits do not meet the definition 01 plan arretr and as SuCh were not deducted in calculating this amOUnt. 
Instead. these arrets are recoqnized as general account asets.  Consequently. the return on these assets alia do not farm part of the CalCulation of defined benefit ..... 

'-i expenses. 
. : .i 

2006 2005 

678 574 
- 1 

<#-%$ 

, . .,Fair value of other assets used by AEGON included in plan assets 

Fair value of AEGON's own financial instrurnents included in plan assets 

..~.. 
.... I 

., . ' __ 
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1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . , 1 

Current year service costs 
interest cost 
Expected return on plan assets 

Defined benefit exoenses 

1W 6 106 

205 14 219 

(184)  (1841 ~ i 

2006 
Other post- 

Retlrement employmcnt 
benelit bencllt 

dans Total 

Current year service costs 
Interest cost 

Expected return on plan assets 

I1 

Past service cost I1 

Current year service costs 

Interest cost 

Expected return on plan assets 

Actuarial (qains)/losses recoqnized on present value of defined benefit obliqation 
I1 

119 4 123 
211 12 223 

(1901 (190) 
6 6 

- (13) (131 

~ 

- 

~ 1 

TOTAL DEFINED BENEFIT EXPENSES 11 147 3 150 

I1 
Losses on curtailment 1 1 

Defined benefit exDenses 

2005 

Other post- 
Retirement emolovment 

benefit ' beneiit 
0la"S Total 

Defined benefit expenses 

2004 
Other post- 

Retirement employment 
benelit benefit 

plans dans Total 

92 6 98 
194 13 207 

~ (169)- ..*i,' (1691 
- 26 26'.!p,:,i 

1 ._i? 

122 44 166:. 
'.p 

5 (1) 4 > ' 1  Past service cost I1 

I1 
TOTAL DEFINED BENEFIT EXPENSES ]I 

! . i j  

I1 
Defined benefit expenses are included in 'Commissions and expenses' 

I1 
in the income statement. I, 

, - ,  
2006 2005 %;'zf.J 

Other post- Other post- 
Retirement employment Retirement employment 

benefit . benelit benefit benefit 
plans plans Total plans plans Totai 

- 236 302 302 237 (11 

Actual return on plan assets 
and reirnbursernent riqhts 

Movernents durinq the year of the present value of the defined benefit obliqations 2006 2005 

At January 1 I1 4,617 3,880 
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Notes to  the consolidated financial statements of AEGON Group 0 Note 25 

Acquired throuqh business combinations 11 

Current year service costs 
Interest cost 

Contributions by plan participants 

Actuarial gains and losses 
Benefits paid 

Past service cost 
Settlements and curtailments 

Net exchange differences 

123 106 
223 219 

4 3 

(62) 260 

(193) (177) 

(13) 2 
~ ~ 

(195) 280 

Other (9) 44 

AT DECEMBER 31 4,506 4,617 

Movements durinq the year in plan assets for retirement beneflt plans 2006 2005 

At January 1 2,570 2.125 
Expected return on plan assets 190 184 

Actuarial qainsl(losse8) 112 58 

Contributions by employer 52 26 

Contributions by plan participants 4 3 

Benefits paid (102) (100) 

Settlements - - 

Net exchanqe differences (206) 274 

AT DECEMBER 31 2,620 2,570 

Al1 other post-employment benefits plans are unfunded. 

Breakdown of plan assets for retirement benefit plans 2006 2005 

Equity instruments 1,816 1,839 

Debt instruments 686 627 

Other 118 104 

AT DECEMBER 31 2,620 2,570 

Al1 other post-employment benefits plans are unfunded. 

.-:> I 

Sensitivity of assumed medical cost trend rates 

,Assumed medical cost trend rates have an effect on the amounts 

reported for the heaith care plans. A one-percentage change in 

assumed medical cost trend rates would have the followinq effects: 

: -1 . -. 

~~. ,. . 

. * ,  

. ;,.. 

,... :.,, 

I ~.. 

. ,  

2006 2005 
+ 1% - 1% + 1% . 1% 

Aqqreqate of current service cost and interest cost components of net periodic 
post-employment medical costs 2 (1) 1 (1) 

Accumulated post-employment benefit obliqation for medical cost 19 (19) 15 (13) 
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.......................................................................................... 
11 
,I 

Experience adjustments arisinq on ~~ 2006 2005 2004 

(76) (28) 90 I 112 52 66 
Plan liabilities 

Plan assets 

I 

I 
An experience adjustment on plan liabilities is the difference 

between the actuarial assumptions underlyinq the scheme and the 
actual experience durinq the period. This excludes the effect of 

changes in the actuarial assumptions that would als0 qualify as 
actuariai qains and iosses. Experience adjustrnents on plan assets 

are the difference between expected and actual return on assets 

11 

1 
I1 
ll 

Best estimate of contributions expected for the neut annual period 99 
11 

Pension Other 
benefits benefits Total 

167 19 186 

173 20 193 

Estimated future benefits I 
2009 l~ 180 20 200 

2012 to2016 1 1,068 96 1,164 

I 

I 

2007 
2008 

186 21 207 

194 20 214 
2010 
2011 

I' 

i1 
Defined benefit plans are mainly operated by AEGON USA. AEGON 

The Netherlands and AEGON UK. The follkwinq sections contain 

a qeneral description of the plans in each of these subsidiaries. a 
summary of the principal actuarial assumptions applied in 

determininq the value of defined benefit plans and a description of 

the basis used to determine the overall expected rate of return on 

plan assets. 

AEGON USA 

AEGON USA has defined benefit plans coverinq substantially al1 its 

employees that are qualified under the Internal Revenue Service Code. 

ll 

ll 
li 

I I 
I1 
I1 

The benefits are based on years of service and the employee's 
compensation durinq the hiqhest five, complete, consecutive years 

of employment. These defined benefit plans were overfunded by 

EUR 397 million at December 31.2006. 

AEGON USA als0 sponsors supplemental retirement plans to provide 
senior rnanaqement with benefits in excess of normal pension 

benefits. These plans are unfunded and non-qualified under the 

Internal Revenue Service Code. The unfunded amount related to these 
plans, for which a liability has been recorded. is EUR 146 million. 

~ :.., .. - +, q'. 
$., 

,," .. 

. .  i.i< ~- . . . 
Assumptions used to determine benefit obliqations at year-end 2006 2005 ,,i . . . - . . . ~ 

Discount rate 
Rate of increase in compensation levels 

Assumptions used to determine net pe 
for the year ended December 31 

Discount rate 

Rates of increase in compensation levels 

Expected long-term rate of return on assetr 

odic benefit cost 

5.90% 5.65%, !, ' 

5.65% 5.75% 

4.50% 4.50% 

8.25% 8.25% 

. . I  
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Notes to the consolidated financial statements of AEGON Group Note 25 

The expected return on plan assets is Set at the long-term rate AEGON USA provides health care benefits to retired employees, 

expected to be earned based on the lonq-term investment strateqy which are predominantly unfunded. The post-retirement health 

and the various classes of the invested funds. For each asset class, a benefit liability amounts to EUR 144 million. 

long-term asset return assumption is developed takinq int0 account The principal actuarial assumptions that apply for the year ended 

the long-term level of risk of the asset and historica1 returns of December 31,2006 (that is at January 1,2006) are as follows: 

the asset class. A weiqhted averaqe expected long-term rate was 
developed based on long-term returns for each asset class and the 

target asset allocation of the plan. 

2006 2005 

Assumed health care trend rates 
Health care tost trend rate assumed for next year 

Rate that the cost trend rate qraduaily declines to 

Year that the rate reaches the rate that i t  is assumed to remain at 

8.00% 9.00% 
5.00% 5.00% 

2009 2009 

Target allocation of plan assets for retirement benefit plans 
for the next annual period is 

Equity instruments 53 - 73% 

Debt instruments 15 - 35% 

Other 0.15% 

The overall goal of the plans is to maximize total investment returns 
to provide sufficient fundinq for the present and anticipated future 

benefit obliqations within the constraints of a prudent level of 

portfolio risk and diversification. AEGON believes that the asset 
allocation is an important factor, determininq the long-term 

performance of the plans. From time to  time the actual asset 

allocation may deviate from the desired asset allocation ranqes due 

to different market performance amonq the various asset cateqories. 

If i t  is determined that rebalancinq is required. future additions and 
withdrawals wil1 be used to brinq the allocation to the desired level. 

IL' Pension plan contributions were not required for AEGON USA in 

"L" 2006 or 2005. 

,~.. AEGON The Netherlands 

I AEGON The Netherlands has a defined benefit plan. The contributions 
'L? to the retirement benefit plan of AEGON The Netherlands are paid 

'-I' by both the employees and employer, with the employer contribution 
,:>, "- beinq variable. The benefits Covered are retirement benefits. 

i 

,... 

... 

, i<.. 

disability, death and survivor pension and are based on an averaqe 
salary system. Employees earninq more than EUR 40.039 per year 

(as at January 1, 2005) have an option to contribute to a defined 
contribution plan for the excess salary. However, the cost for the 

company remains the same. The defined benefit plan was unfunded 

by EUR 1,436 million at December 31. 2006. Assets held by AEGON 

The Netherlands for retirement benefits do not meet the definition 
of plan assets and as such were not deducted in calculatinq this 

amount. Instead, these assets are recoqnized as qeneral account 
assets. Consequently. the return on these assets als0 do nat form 

part of the calculation of defined benefit expenses. 

AEGON The Netherlands als0 has a post-retirement medical plan 

that contributes to the health care coveraqe of employees and 
beneficiaries after retirement. The liability related to this plan 

amounted to EUR 61 million a t  December 31.2006. 
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I i 

The principal actuarial assumptions that apply for the year ended 

December 31.2006 are as foliows: 

Discount rate 

Salary increase rate 

Social security increase rate 

Pension increase rate 

Health care cost trend rate assumed for 

Rate that the cost trend rate qradually ( 
Year that the rate reaches the rate it is 

AEGON UK 
AEGON UK operates a defined benefii 

benefits for staff based on final pension 

scheme are held under trust separate 
The assets of the scheme are held in p' 

Equitabie plc. The scheme is closed to 
the defined benefit plan has a defi 

December 31.2006. 
For each asset class, a long-term return 

into account market conditions, histoi 
returns and returns relative to other 

Discount rate 

Salary increase rate 
Pension increase rate 

Price inflation 

Expected ionq-term return on assets 

Target allocation of plan assets for 
for the next annual period is  
Equity instruments 

Debt instrurnents 

The tarqet asset allocation is movinq o 

equities and 35% bands. 

Other countries 

The other countries mostly operate def 

the exception of smaller defined bene 

AEGON Spain and AEGON Taiwan. 

2006 2005 

4.50% 4.00% 

2.50% 2.50% 

2.50% 2.50% 

2.00% 2.00% 

year 2.00% 5.00% 

es to 2.00% 2.50% 

ied to remain at NIA 2014 

forecasts for future returns. Government bands are taken as 

providinq the return with the least risk. The expected long-term rate 
of return is calculated as a weiqhted average of these assumed rates. 

takinq account of the lom-term strateqic allocation of funds across 

the different classes adopted by the trustees of the scheme. 
The principal actuarial assumptions that apply for the year ended 

Sion scherne providinq 
alary. The assets of the 

m those of the Group. 
i effected with Scottish 

Wrants. Under IAS 19. 
' EUR 234 million at December 31.2006 are as follows: 

nption is derived takinq 

'eturns (bath absolute 
t classes) and qenerai 

2006 2005 

4 80% 5 30% 

?ment beneflt plans 

4.10% 4.10% 

2.60% 2.60% 

2.60% 2.60%;:,:, 

!'LH,-f 
,.-,,.' 

6.40% 6.94%' I 
!:c:J 

8~ ru>-, 
, .  

I ,  

me to a tarqet of 65% 

:ontribution plans, with 

ins in AEGON Canada, 
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Notes to the consolidated financial statements of AEGON Group 0 Note 26 - 27 

DEFERRED REVENUE LIABILITIES 

2006 2005 

At January 1 84 76 

Income deferred 17 19 

Disposals (42) - 
Release to income statement (17) (13) 
Net exchanqe differences 1 2 

AT DECEMBER 31 43 84 

DEFERRED TAX 

2006 2005 

Deferred tax assets 3 83 

Deferred 
ex p e n 5 e I, 

VOBA 
and other Defined 

Financial Insurance intanqibie benelit 
Real estate assets contracts assets o1aIls LosSe3 Other Total 

At January 1,2005 479 1,401 (1,224) 2,892 (44) (590) 489 3,403 

Acquisitions through business 
combinations 14 14 

Disposals ( 5 )  (5 )  4 7 1 

Charqed to income statement 81 696 (1.454) 675 30 53 58 139 

Charqed to equity (16) (55) (3)  (11) (427) (512) 
Net exchange differences 9 147 (233) 302 13 (37) 14 215 

Other 7 (248) (92) (92) 12 (19) (432) 
AT DECEMBER 31.2005 555 1.936 (2,999) 3.774 11 (604) 155 2.828 

- - - - - ~ 

- - ~ 

- - 

- 

i!:.! 

AtJanuary 1.2006 555 1,936 (2.999) 3,774 11 (604) 155 2,828 

Acquisitions throuqh business 
cömbinations 1 (2) 1 - 

Chirged to income statement (10) (317) 567 445 (1) 46 (407) 323 

Charged to equity 66 (374) 121 1 (2) 2 (186) 

Nebexchange differences (9) (127) 245 (250) (15) 21 (11) (146) 
Other (95) 88 (90) 3 (1)  (96) 214 23 

AT DECEMBER 31,2006 508 1,206 (2,156) 3,973 (8 )  (635) (48) 2,840 

~ ~ ~ - 

- - - ~ ~ ~ Dii&ìsais (2) (2) 

,..I - 
-._ 
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.............................................................................................. 
I 

Deferred tax assets comprise temporary differences on 2006 2005 

(2) - 
(2) 3 
- 56 

6 (120) 
2 2 

11) 142 

3 83 

II 

II 

Real estate 
Financial assets 

Insurance and investment contracts 

Deferred expenses, VOBA and other intanqible assets 

Defined benefit plans 

I 
Other I1 

AT DECEMBER 31 I1 
I1 

~ 

Deferred tax liabilities comprise tempora;; differences on 2006 2005 

ll 506 555 

1,204 1,939 
ll 

12.156) (2,943) 
3,979 3.654 

(6)  13 

(635) (604) 

Real estate 

Financial assets 
Insurance and investment contracts 

Deferred expenses. VOBA and other intanqiblelassets 

Defined benefit plans 

Losses 

I 
149) 297 

AT DECEMBER 31 11 2.843 2,911 
Other 

Deferred income tau assets and liabilities are kffset when there is a 

leqally enforceable riqht to offset current tax assets aqainst current 
tax liabilities and when the deferred income taxes relate to the Same 

fiscal authority. The nettinq is reflected in the tables above. Oeferred 
tax liabilities inciuded in a net deferred tax asset position are 

presented as neqative components of the deferred tax asset 

breakdown. Similarly. deferred tax assets included in a net deferred 

tax liability position are presented as neqative components in the 
breakdown of the deferred tax liability. 

Deferred income tax assets are recoqnized for tax losses carried 

forward to the extent that the realization of the related tax benefit 
throuqh the future taxable profits is probable. For an amount of 

EUA 49 miliion (2005: EUR 10 million) the realization of the deierred 

tax asset is dependent on future taxable p h s  in excess of the 
profits arisinq from the reversal of existinq taxable temporary 

differences. 

11 

I1 

11 

I 
ll 
1; 

ll 

~l 
I1 

1, 

I1 

U 
I1 

I1 

AEGON did not recoqnize deferred income tax assets in respect of 
losses amountinq to EUR 642 million 12005: EUR 474 million) 

that can be carried forward to future taxable income. Losses 
amountinq to  EUR 83 million (2005: EUR 322 million) can be carried 

forward indefinitely: losses amountinq to EUR 517 million (2005: 
EUR 137 million) w i l  expire within the next five years: losses 

amountinq to  EUR 42 million ( 2 0 0 5  EUR 11 million) wil1 expire in five 

to ten  years; and no losses (2005: EUR 4 million) wil1 expire in ten to 

fifteen years. Deferred income tax liabilities have not been 

recoqnized for withholdinq taxes and other taxes that would be 

payable on the unremitted earninqs of certain subsidiaries. branches, 
associates and joint ventures, since such amounts are permanently 

reinvested. Unremitted earninqs totaled EUR 1.810 million (2005: 

EUR 1,741 million). Al1 deferred taxes are non-current by nature. <-,,,., 
h-.> v-8 

8 . ? . 8  
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Notes to the consolidated financial statements of AEGON Group 0 Note 28 - 30 

................................................................................................. 
OTHER LIAEILITIES , 

2006 2005 

Payables due to  policyholders 675 324 

Payables due to brokers and aqents 2,868 1,127 

Payables out of reinsurance 1,014 1,460 
Sociai security and taxes payabie 63 54 

Income tax payable 373 458 

Investment creditors 473 255 
Cash collateral 9,960 4,616 

Repurchase agreements 806 - 
Share appreciation rights 79 66 

Other creditors 1,423 2,373 
17,734 10,733 

Current 16.856 9,636 

Non-current 878 1,097 

Fair value 17,706 9.598 

Refer to note 40 for a description of share appreciation rights and 

related expenses. 

ACCRUALS 

2006 2005 

Accrued interest 292 355 
Accrued expenses 141 203 

433 558 

The carrying amounts disclosed reasonably approximate the fair 
values as at the year end. 

I .: j 

t..'! 

;-:j 

!R.' 
..,.., 
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N 

PREMIUM INCOME AND PREMIUMS TO REINSURERS 

2006 

Life insurance 

Recurrinq 
Sinqie 

Totai iife insurance premiums 

Non-iife 

TOTAL 

2005 
Life insurance 

Recurrinq 
Sinqie 

Totai life insurance premiums 

Non-iife 

TOTAL 

2004 
Life insurance 
Recurrinq 
Sinqie 

Totai iife insurance premiums 

Non-life 
TOTAL 

I 

I General account For account of policyholderr Total 

G r o s  Reinsurance G r o s  Reinsurance Grors Reinsurance 

I 6,437 238 4,380 47 10.817 285 
~ 2,782 965 8,169 83 10,951 1,048 

I 9,219 1,203 12,549 130 21.768 1,333 

2,802 338 
24,570 1,671 

6,205 238 4,328 46 10,533 284 
1,751 811 3,795 1 I3 5,546 924 
7,956 1,049 8.123 159 16,079 1,208 

18.882 1,554 

5,542 216 4,213 48 9,755 264 
1,936 82 1 3,584 78 5,520 899 

7,478 1,037 7,797 126 15,275 1,163 

3,054 400 

18.329 1.563 
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Notes to the consolidated financial statements of AEGON Group Note 31 - 35 

............................................................................................ I 

2006 2005 2004 

Interest income 9.011 8,967 8,426 

Dividend income 1,186 868 796 

Rental income 179 102 115 

10,376 9,937 9,337 

Investment income related to qeneral account 7,467 7,031 6,547 
Investment income for account of poiicyholders 2,909 2,906 2,790 

10,376 9,937 9,337 

Investment income hom: 

-Shares 

- Bond8 and money market instruments 

- Loans 
- Real estate 

1,186 868 796 

7,591 7,522 6,894 

1,231 1,303 1,203 
179 102 115 

- Other 189 142 329 

10.376 9.937 9.337 

Included in interest income is EUR 28 miilion (2005: EUR 37 million 

and 2004: EUR 39 million) in respect of interest income accrued on 

impaired financial assets. 

FEE AND COMMISSION INCOME 

2006 2005 2004 

Fee incorne trom asset manaqement 686 611 522 

Sales cornmissions 

Commissions from intermediary activities 

440 386 268 

233 197 218 

Other 306 250 295 

1,665 1,444 1,303 

1 1  -. 
I_ IEEI OTHER REVENUES 

2. :... 2006 2005 2004 
4 73 33 1 

r,  i 

'' Other revenues 

I ..! 

i:: Other revenues relate to non-core activities. 

!..,e 

.. , _. 
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I 

NET FAIR VALUE ANO FOREIGN EXCHANGE GAINS AND LOSSES 
I1 
1 2006 2005 2004 

937 698 206 
127 385 199 

810 313 7 
I Net fair value and foreign exchange gains 

Net fair value and foreign exchanqe losses 

ii 

I 
ll 

II 
Net fair value and foreiqn exchanqe qains comprise: 

Positive fair value changes of qeneral account financial assets and liabilities 
at fair value throuqh profit or loss. other ihan derivatives 817 472 172 

Positive fair vaiue changes of derivatives 113 53 25 
Positive foreiqn currency results I1 7 173 9 

i1 937 698 206 1 

i 

Net fair value and foreiqn exchanqe losses comprise: 

Neqative fair value changes of qeneral account financial assets and liabilities 
ll 

at fair value throuqh profit or 108s. other than derivatives 1 27 4 

Negative fair value changes of derivatives i 87 257 12 

30 89 87 
9 12 96 

I1 127 385 199 

Negative foreiqn currency results 
Impairment charges on non-financial assets and receivables 

ll 
NET GAINS AND LOSSES ON INVESTMENTS FOR ACCOUNT OF POLICYHOLDERS 

2006 2005 2004 
I1 
I! 

Net gains on investments for account of poiicyholders 9,313 11,340 5,873 

Net losses on investments for account of pölicyholders 1.174 2 13 

I1 8.139 11.338 5.860 

I 
Investments for account of policyholders comprise of financial Investment income on investments for account of policyholders 

1 
assets, investments in real estate and real estate for own use. Refer is included in investment income. Refer to  note 31 for further 

to note 8 for further information. Financial assets for account of information. 
I1 

policyholders are classified as at fair value throuqh profit or loss. ;:.7t:ci 
I .-I.... ' 

! I  
~~ 

ii 

1; 
2o04~::!;::, Net qains on investments for account öf policyholders comprise 

Positive fair value changes of for account of policyholder financial assets 

Positive fair value changes of investments in real estate 

2006 2005 
i.,.T.!7 

' i  

!..t+.i 
9,126 11.240 5,820 

:~q:> 
for account of policyholders ii 187 in0 5 3 3 3  

1 9,313 11,340 5,873~~1..J 

at fair value throuqh profit or loss 

I1 

.. . . . . . . . . . . . . . . 
Net losses on investments for account of policyholders comprise 2006 2005 2004 

Neqative fair value changes of for account af policyholder financial assets 
at fair value through profit or 108s 1 1,174 2 13 

! 
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Notes to the consolidated financial statements of AEGON Group Note 36 - 40 

............................................................................................ 
NET GAINS AND LOSSES ON INVESTMENTS 

2006 2005 2004 

Net qains on investments 965 1,269 1,290 
Net losses on investments 526 112 87 

439 1,157 1,203 

Net qains on investments comprise 

Net qains on investments 

Positive ineffective portion of hedqe transactions 
Fair value qains on economic hedqes for which no hedqe accounting is appiied 

942 927 869 

16 31 39 

7 311 372 
~ ~ Realized qains on repurchased debt 10 

965 1,269 1,290 

Net iosses on investments comprise 

Net losses on investments 

Neqative ineffective portion of hedqe transactions 

Realized losses on repurchased debt 

Fair value losses on economic hedqes for which no hedqe accounting is applied 

Net qains and iosses on investments from 

-Shares 
- Bonds and money market instruments 
- Loans 

- Real estate 
- nthnr 

300 112 1 

526 112 07 

623 389 353 

(101 332 352 

61 115 95 

135 222 103 

(681 (1311 (120) 
TOTAL NET GAINS AND LOSSES ON INVESTMENTS 741 927 703 

The totai amount of the chanqe in fair value estimated usinq a 
valuation technique that was recognized in profit or loss during 

2006 is immaterial. 

OTHER INCOME 

,,y,, 2006 2005 2004 

Other income 11 176 138 

i,,* 
, Other .. , income in 2005 relates to the sale of Sequros Generales, the 
, y e r a l  insurance company in Spain. The correspondinq amount in 

!ZO04 relates to the qain on the sale of businesses of lransamerica 
Finance Corporation. 

.,..,. 
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POLICYHOLDER CLAIMS AND 

Claims and benefits paid to policyholders 

Chanoe in valuation of liabilities for insurani 

PROFIT SHARING AND REBATI 

Amortization of interest rate rebates 

Surplus interest bonuses 

Profit appropriated to policyholders 

COMMISSIONS AND EXPENSE! 

Commissions 
Employee expenses 

Administration expenses 

Deferred expenses 
Amortization of deferred expenses 

Amortization of VOBA and future servicina I 

Inciuded in administration expenses above is 
to EUR 112 million (2005: EUR 125 million an( 

that relates to equipment, software and real 

The direct operatinq expenses relatinq to in 

that qenerated rental income was EUR 32 mil1 
and 2004: EUR 25 million). Minimum lease 

expense amounted to EUR 6 million. 

Employee expenses 

Salaries 

Post-employment benefit costs 

Social security charges 
Other personnel costs 

Share appreciation riqhts and share options 

............................................................... 
NEFITS 

ind investment contracts 

2006 2005 2004 
21.197 16,025 11,266 
14.651 17.782 15.718 

35.848 33,807 26.984 

2006 2005 2004 
48 56 59 
16 21 24 
fi9 94 71 .. - 

133 171 156 

2006 2005 2004 
3,444 3,317 3,051 
1,821 1,662 1.784 
1,236 1.281 1.208 
(1,973) (1,980) (1.735) 
1,286 955 1,103 

1ts 271 287 373 
6.085 5,522 5,784 

preciation amountinq 

104: EUR 264 million) 
:ate held for own use. 

;tments in real estate 

(2005: EUR 33 million 
ments recoqnized as 

2006 2005 2004 i j  

1,206 1,139 1,193 
178 124 182 C!? 

140 185 197 I '  

1.821 1.662 1.7&1 .* 
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Notes to the consolidated financial statements of AEGON Group 0 Note 40 

Share appreciation riqhts and share options 

Senior executives of AEGON companies. as Weil as other AEGON 

empioyees. have been offered both share appreciation riqhts and 

share options. These share appreciation riqhts and share options 

have been qranted at an exercise price equal to the market price of 

the shares at the date of the qrant. The riqhts and options qranted in 

2006. 2005 and 2004 vest after three years and can only be 
exercised during the four years after the vesting date. The riqhts and 

options qranted in 2003 and 2002 vest after two years and can only 

be exercised during the five years after the vestinq date. The plan 

for 2001 can be exercised three years after beinq granted and then 

during a period of two years. Vesting and exercisability depend on 

continuinq employment of the individual employee to which the 

riqhts and options have been qranted. Option plans are settled in 

equity, whilst stock appreciation riqhts are settled in cash or provide 

the employee with the choice of settlement. 

Plans for share appreciation riqhts and share options can only be 

established with prior consent of the annual General Meetinq of 

Shareholders. If. subsequently, the Executive Board decides to  

implement such plans, that decision ha8 to  be approved by the 
Supervisory Board. Options qranted pursuant to the purchase 

agreement with Providian have various expiration dates. The options 
qranted in 1997 to senior executives of forrner Providian business 

units fully vest in three years and the exercise period is up to  ten 

years. with the latest period endinq in Auqust 2008. 

In compliance with requlations under Outch law, share appreciation 

riqhts and share options cannot be exercised in blackout periods. 

Share appreciation riqhts 

The followinq tables present the rnovements in number of share 
appreciation riqhts outstandinq (SARs). as wel1 as the breakdown by 

year in which they were qranted. 

Weiqhted averaqe 
Weiqhted averaqe remaininq contractuai Aqqreqate intrinsic 

Number of SARI exercire price in EUR term in years mlue in EUR million 

Outstandinq at January 1, 2005 46,952,150 22.24 3.43 30 

Granted 4,575,600 10.86 

Exercised (3,843.148) 6.33 

Forfeited (2,822.552) 16.06 

Expired ~10,609,700) 34.50 

OUTSTANDING AT JANUARY 1.2006 34,252.350 19.22 3.62 79 

Granted 244.300 14.00 

Exercised (1,249,899) 6.30 

Forfeited (2,162,563) 18.86 

Expired (7,218,300) 34.84 

,OUTSTANDING AT DECEMBER 31,2006 23,865,888 15.15 3.55 77 

'E~ERCISABLE AT DECEMBER 31, zoos 11,416,518 19.98 2.50 31 

,.51 

rT>e weiqhted average share price at which the share appreciation 

l ights were exercised in  2 0 0 6  is EUR 14.51 (2005: EUR 11.06). 

~... 
'..LI Outstandinq 
%ARS Oriqinai number qranted January 1, 2006 December 31. 2006 Exercise price in EUR Exercise period 

:200i 11,288,800 7,299,700 O 34.84 untii March 13, 2006 

2002 11,555,700 8,643,200, 7,655,067 26.70 untii March 12, 2009 

2003 11,447,300 5,038,700 3,761,451 6.30 until March 11, 2010 

2004 11,574,850 8,994.850 8,212,248 10.56 until March 17, 2011 
?nnq 4 575 fin0 4 275 900 4.010.322 10.86 until March 8. 2012 

. .  

2006 244,300 - 226,800 14 00 until March 14 2013 

5n KRK w n  ? A  757 7511 27 1165 RRR 
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I1 
11 
I1 

Volatility 
Expected dividend yield 

Expected term (in years) 

Risk-free rate 

AEGON share price at year-end 

The followinq assumptions are used in 
share appreciation riqhts at December 31: 

26.3% 26% 28.7% 

3.99% 3.12% 4.19% 

5.68 5.22 5.60 

3.87% 3.36% 3.54% 

14.44 13.75 10.03 

Exercised 
Forfeited I 

10.86 
(160,150) 9.40 

(410,100) 10.86 

Granted 

Exercised 

9,149,500 

(211,512) 

14.00 

9.84 

Forfeited 11 (1,047,841) 13.78 

OUTSTANDING AT DECEMBER 31,2006 13,919,255 13.25 5.64 21 

EXERCISABLE AT DECEMBER 31.2006 491.852 23.33 1.05 O 

I 
The weiqhted averaqe share price at which the share options were 
exercised in 2006 is EUR 13.28 (2005: EUR 11.14). 

11 

I1 
'.,' , 

Share '1 Outrtandinq i .~." 
ootions Oriainal number aranted Januar" 1.2006 December 31. 2006 Exercise orice in EUR Exercise oeriod ~ ~ . .  

491,852 23.33' until August 6, 2008 ,--i:.: 
5,176,060 4,768,060 10.86 until March 8, 2012 i:.?! 

8,659.343 14.00 until March 14, 2013 '-1 
I 853'048 

Providian 7,204,384 

2005 5,586,160 

2006 9,149,500 
21,940,044 11 6.029.108 13,919,255 

I Weiqhted average exercise price of the outstandinq !hare options in USD calculated at the closinq rate. 

1 
I1 . The followinq assumptions are used in estimatinq the fair value of 

share options at the qrant date: ii 
li 
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2006 2005 2004 

28 0% 26 3% 33.0% Volatility 

Expected dividend yield 

Expected term (in years) 

Risk-free rate 
Exercise price 

The costs related to the share options amount to EUR 13 million 

(2005: EUR 3 million and 2004: nil) and are recognized in the income 
statement as part of 'Commissions and expenses'. 

Share appreciation riqhts and share options 

The fair value of a share appreciation i ight or share option at the 

grant date in 2006 amounted to EUR 3.14 (2005: EUR 2.32 and 
2004: EUR 2.73). These amounts are equal to the weighted average 

fair value for the respective years. 

The total intrinsic value of share options exercised and SARs paid 

during 2006 amounts to EUR 11 million (2005: EUR i 7  million and 

2004: nil). 

At December 31, 2006, the total compensation cost related to non- 

vested awards not yet recognized is estimated at EUR 27 million. 

The weighted average period over which i t  is expected to be 
recognized is 1.5 years. 

No cash is received from exercise of share options during 2006, 
2005 and 2004. Cash used to settle share appreciation rights amounts 
to EUR 10 million in 2006 (2005: EUR 18 million and 2004 nil). 

The exposure from the issued share appreciation rights and share 
options is economically hedged by a position in treasury shares. 

4.23% 4.19% 4.19% 

6.46 6.57 6.13 

3.47% 3.74% 3.64% 

14.00 10.86 10.56 

At December 31, 2006 AEGON N.V. held 26,123,865 of its own 

common shares with a face value of EUR 0.12 each by virtue of 

acquisitions for this purpose. 
There have been no modifications to the plans during the financial 

year. 
The breakdown of the share appreciation riqhts and share options 

granted in 2006 is as follows: Executive Board nil. other senior 

executives 4,009,800 and other employees 5,384.000 (2005: nil: 
4,711.960 and 5.449.800 and 2004: 200,000; 4,498,250 and 

6.876.600). 

Refer to note 53 for detailed information about the SARskhare 

options and the shares and options conditionally qranted to the 

Executive Board. 
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Impairment charqes from 

-Shares 

- Bonds and money market instruments 

11 ' 3 7 
142 147 275 

- Other I1 
TOTAL IMPAIRMENT CHARGES I1 

24 (14) 183 

36 20 30 

ao 91 229 

Irnpairment reversals frorn 

- Bonds and money market instruments 1 03 1 39 80 

- Loans 15 21 (1) 
TOTAL IMPAIRMENT REVERSALS ll 118 160 79 

1 
II 
I1 

INTEREST CHARGES AND RELATED FELS 

2006 2005 2004 

Capital securities 
Subordinated loans 

Borrowinqs 

Other I 
II 

29 32 32 

14 22 31 

252 256 335 
67 63 - 

362 373 398 

I 

OTHER CHARGES 

II 2006 2005 2004 
Other charqes 11 1 3 218 

I In February 2005. AEGON settled leqal proceedinqs brouqht by 

Banque Internationale à Luxembourq S.A? (BIL) and Dexia Bank 

Belqium S.A. (Dexia) in connection with AEGONP sale in 2000 of 
Labouchère. at that time a subsidiary company of AEGON. Dexia had 

alleqed that AEGON had made certain ~~misrepresentations and 

breached certain warranties contained in the purchase agreement. 
The alleqed misrepresentations and breaches of warranties related to 

securities leasing product8 sold by Labouchere. Without admittinq the 
claims brouqht by BIL and Dexia, AEGON aqreed to pay EUR 218 million 

in cash to BIL and Dexia in full and final settlement of al1 and 

I1 

ll 

1 
!I 
I1 

any claims in this reqard. The amount was paid on 

February 14.2005. 

. . . 
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INCOME TAX 

Note 2006 2005 2004 

Current tax 

- Current year 304 751 437 

- Adjustments to prior year (27) (5) (17) 

277 746 420 

Deferred tax  
- Oriqination I (reversal) of temporary differences ai 444 245 164 

-Changes in tax rateslbases (80) (48) (49) 
1 - Recoqnition of previously unrecoqnized tax lossltax credit (65) (66) 

- Write off I (reversal of write off) of deferred tax assets 25 8 1 

601 885 537 

I 

Reconciliation between standard and eifective income tax 2006 2005 2004 

Income before tax 3,390 3,615 2,795 

Income tax calculated usinq weiqhted averaqe applicable statutory rates 1,100 1,217 956 

Differente due to the effects o f  

- Non-taxable income 

- Non-tax deductible expenses 

-Changes in tax ratelbase 
- Different tax rates on overseas earninqs 

- Tax credits 

- Other taxes 
- Adjustments to  prior years 

- Oriqination and chanqe in continqencies 

-Changes in deferred tax assets as a result of recoqnitionlwrite off of previously not recoqnizedl 

- Non-recoqnition of deferred tax assets 

recoqnized tax losses. tax credits and deductible temporary differences 

(247) 

22 

(80) 

(34) 
(122) 

94 

(90) 

(40) 

(12) 
47 

(229) 
8 

(48) 

(15) 

(143) 
164 

(5) 
- 

(66) 

2 

(373) 
79 

(49) 

(19) 
(71) 
28 

(17) 
- 

1 

3 

- Tax effect of profitllosses from associates (2) 1 - 
- Other (351 (1) (1) 

The,weiqhted averaqe applicable tax rate is 32.4% (2005: 33.7% and corporate tax rate is 24% in 2006 (2005: 26%). In Hunqary the 50 
2004: 34.2%). The change from 2005 to 2006 is due to a change in called solidarity tax was introduced at a rate as of 4% as at 

th& profitability of the countries and a chanqe in applicable statutory September 1, 2006 in addition to  the already existinq corporate tax 
t?$rates. The Dutch statutory tax rate has chanqed from 31.5% in rate of 16%. The solidarity tax is imposed on the Hunqarian 

2605 to 29.6% in 2006 (2004: 34.5%). The rate wil1 decrease to accounting profit before tax adjusted for specific items. The general 
22:5% in 2007. In Spain. the corporate tax rate of 35% wil1 be reduced corporate income tax rate of 21% for Canada wil1 be reduced in 2008 

in 2007 (to 32.5%) and 2008 (to 30%). In the Czech Republic the to 20.5%. in 2009 to 20% and in 2010 to 19%. 

'.:"' 
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............................................................................................ I 
EARNINGS PER SHARE I 

11 
11 

Basic earninqs per share 

Basic earninqs per share is calculated by dividinq the net income 

attributable to equity hoiders. after deduction of preferred dividends 
declared and accrued coupons on perpetuals, by the weiqhted 

averaqe number of ordinary shares, excludinq ,ordinary shares 

purchased by the cornpany and held as treasury shares (refer to note 15). 

I1 
11 

I1 

11 

I1 
li 

2006 2005 2004 

Net income attributable to  equity holders 11 2,789 2,732 2,256 
I1 

(80) (79) (95) 
(143) (132) (84) 

FOR BASIC EARNINGS PER SHARE CALCU~ATION 2,566 2,521 2,077 

Dividends on preferred shares 

Coupons on perpetuals 

NET INCOME ATTRIBUTABLE TO ORDINARY SHAREHOLDERS 

WEIGHTED AVERAGE NUMBER OF ORDINARY SHARES (THOUSANDS) 1,578.631 1,548,346 1,503,127 

BASIC EARNINGS PER SHARE (EUR PER SHARE) 1.63 1.63 1.38 

I1 
I1 

issued and the number of ordinary shares that would have been 

issued at the averaqe market price ha8 been treated as an issue of 

ordinary shares for no consideration. 
The nurnber of share options that ha8 not been included in the 

weiqhted averaqe number of ordinary shares used in the calculation 

of diluted earninqs per share, because these share options were anti- 

dilutive for the periods presented. amounted to 9.151.195 (2005: 

853,048 and 2004: 1,013.198). The exercise prices of these share 
options range from EUR 23.33 to EUR 14.00. 

I Diiuted earninqs per share 

Diluted earninqs per share is calculated by adjustinq the averaqe 
nurnber of shares outstandinq for the dilutive effect of share options. 

For the purpose of calculatinq diluted earninqs per share, AEGON 

assumed that al1 dilutive share options have been exercised at the 

exercise price, or adjusted exercise price if necessary. The proceeds 
are reqarded as havinq been received from the issue of ordinary 

shares at the averaqe rnarket price of the AEGON N.V. share durinq 
the year. The difference between the numbJr of dilutive options 

I1 

I1 

I1 
I1 

I' 

~i 
I1 
I1 2006 2005 2004 

Net income attributable to equity holders 2,789 2,732 2,256 

Dividends on preferred shares (80) (79) (95) 
(143) (132) (84) p 

r..*'- 
Coupons on perpetuals 

NET INCOME ATTRIBUTABLE TO ORDINARY SHAREHOLDERS : ! 
i 

FOR DILUTED EARNINGS PER SHARE CALCULATION 2,566 2,521 2,077 ,,.7:;., 
"., . . ,-, I1 t. I?' 1 

I1 
Weiqhted averaqe number of ordinary shares (thousands) 

Adjustments for: 
- Share options (thousands) 

WEIGHTEO AVERAGE NUMBER OF O R D I N A ~ Y  SHARES 
FOR DILUTED EARNINGS PER SHARE CALCULATION (THOUSANDS) 

I 
1,578,631 1,548,346 1,503,127 i ' 

I/ b~J' .. 
*,..~.. 'I 

1.072 201 - C.1.~. 
&*' ."&. 

1,579,703 1,548.547 1,503,127 

1.62 1.63 1.38 
ii 

I1 

DILUTED EARNINGS PER SHARE íEUR PER SHARE) 

I1 
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................................................................................................ 
I 

DIVIDEND PER SHARE 

The dividend per share paid in 2006 (interim 2006 and final 2005) 

and 2005 (interim 2005 and final 2004) were EUR 0.47 and EUR 0.43 
respectively. A final dividend in respect of bookyear 2006 of EUR 0.31 

per share, resultinq in a total dividend of EUR 0.55 per share for 2006, 

is to be proposed at the annuai General Meetinq of Shareholders on 
April 25, 2007. These financial statements do not reflect the proposed 

final dividend payable. 

CAPITAL AND SOLVENCY 

AEGON's capital base reflects the capital employed in insurance 

activities and consists of shareholders' equity, capital securities 

and dated subordinated and senior debt. AEGON targets its capital 

base to comprise at least 70% shareholders equity (excludinq the 
revaluation reserve), 25% perpetual capital securities (consistinq 

of junior perpetual capital securities and perpetual cumulative 

subordinated bonds) and a maximum of 5% dated subordinated and 
senior debt related to insurance activities. 

The table that follows reconciles total shareholders' equity to the 

total capital base: 

2006 2005 

Total shareholders' equity 19,137 19,276 
Junior perpetual capital securities 

Perpetual cumulative subordinated bonds 
Share options not yet exercised 

Minority interest 

Trust pass-throuqh securities 
Subordinated borrowinqs 

Borrowinqs 

3,447 2,809 
567 567 

18 3 
16 15 

123 437 

34 284 

4,991 5,532 

Borrowinqs not related to  capital fundinq of insurance activities' (3,518) (3.473) 

TOTAL CAPITAL BASE 24.815 25.450 

' Borrowinqs not reiated to capital fundinq of insurance activities mainly include operational fundinq of TFC businerres, operational funding Of  callateral reserve 
relief lor the AEGON USA reinsurance business and Short-term fundinq of cash and callateral management activitieb 

Borrowinqs not related to capital fundinq of insurance activities 

mainly include operational fundinq of US requlation X X X  and 

quideline AXXX redundant reserves, fundinq of mortqaqe warehousinq 
activities. short-term fundinq of cash and collateral management 

activities. and the proportional amount of other borrowinqs not 
immediately deployed for capital management activities. In the 

ordinary course of business, AEGON N.V. may at times have 

borrowinqs, which are offset by cash and cash equivalents available 
for future capital management activities, such as fundinq capital 

contributions in its subsidiaries, redemption of borrowinqs or 

payment of dividends to its shareholders. The Total Capita1 Base is a 

non-IFRS rneasure. as IFRS does not permit separate presentation of 

borrowinqs based on the deployrnent of the proceeds. 
60th insurance and bankinq companies are required to  maintain a 

minimum solvency rnarqin based on local directives. AEGON's 

insurance subsidiaries in the United States are subject t o  risk-based 

standards established by the National Association of Insurance 

Commissioners. At December 31, 2006, the cornbined risk-based 
capital ratio of AEGON's life insurance subsidiaries in the United 

States was 365%. Under the Insurance Industry Supervision Act 

1993 in the Netheriands, life insurance companies are required to 
rnaintain equity of amonq others 4% of qeneral account technical 

reserves and, in case of no interest quarantee. 1% of technical 
reserves with investments for account of policyholders plus 0.3% of 

the arnount at risk under the insurance policies for life insurers. 

The Financial Services Authority requlates insurance companies in the 

United Kinqdom under the Financial Services and Markets Act 2000 
and sets minimum standards for capital adequacy and solvency. 

The required solvency marqin shown in the table that follows is the 
sum of the individual marqins of al1 AEGON's insurance and bankinq 

companies based on European directives implemented in Dutch 

legislation. Liability capital available includes shareholders' equity. 

capital securities and subordinated loans of the Group. 
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I1 
The solvency position of the Group has been outlined in the followinq 

table: 

2006 2005 

23,342 23,391 

8,503 8,613 
Liability capital of the Group 

I1 14,839 14.778 
Required solvency marqin 

Solvency as a percentage of required solvency marqin 275 272 

I1 
~! 

Solvency surplus ll 

! 
I1 

AEGON is subject to ieqal restrictions on the amount of dividends i t  
can pay to its shareholders. Under Dutch law the amount that is 

available to  pay dividends consists of total shareholders' equity Iess 

the issued and outstandinq capital and Iess the reserves required 

by iaw. At December 31, 2006, the issued and outstanding capitai 

is EUR 255 million, the reserves required by iaw amount to 
EUR 1,521 million and EUR 16,796 million is available for dividends. 
However. certain of AEGON's subsidiaries, principally insurance 

companies. are subject t o  restrictions on the amounts of funds they 
may transfer in the form of cash dividends or otherwise to their 

parent companies. While management does not believe such 

restrictions on AEGON's subsidiaries wil1 affect its ability to pay 

I1 
I1 
i1 

11 

ll 

I1 

11 

li 

ll 

dividends in the future, there can be no assurance that these 

restrictions wil1 not limit or prevent AEGON from doinq 50. 

SUMMARY OF TOTAL FINANCIAL ASSETS ANO 

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH 

PROFIT OR LOSS 
The table that follows summarizes the carryinq amounts of financiai 

assets and financial liabilities that are classified as at fair value 

through profit or loss. with appropriate distinction between those 
financial assets and financial liabilities held for tradinq and those 

that. upon initia1 recoqnition. were desiqnated as at fair value 

throuqh profit or loss. 

2006 2005 

Tradinp Desiqnated Tradinq Desiqnated 

785 8,763 774 9,965 
~ 133,060 - 126,141 

I 
Investments for qeneral account 

Investments for account of policyholders 
Derivatives with positive values not desiqnated as hedqes 1,233 ~ 1,498 - 

TOTAL FINANCIAL ASSETS AT FAIR V A h E  THROUGH PROFIT OR LOSS 2,018 141,823 2,272 136.106 

I Investments for qeneral account 
The Group manaqes certain portfolio8 on a total return basis which 

have been desiqnated as at fair value throuqh profit or loss. This 

includes portfolio of investments in 1imited"partnerships and limited 

liability companies (primarily hedqe funds) for which the 
performance is assessed internally on a total return basis. In addition 

some investment that include an embedded derivative that would 

otherwise have required bifurcation. such as, convertible instruments. 

preferred shares and credit iinked notes. have been desiqnated as at 
fair value throuqh profit or ioss. 

Investment for qeneral account backinq insurance and investment 

liabiiities that are carried at fair value with changes in the fair vaiue 

li 

I, 
ll 

li 

ll 

1 
I1 
I1 
!I 

- 167 ~ 223 
- 22,764 - 22,258 !! 

I! ~ 938 - 1 .025~~ !3  

Investment contracts 
Investment contracts for account of policyholders 

Derivatives with neqative values not desiqnated as hedqes 

TOTAL FINANCIAL LIABILITIES AT FAIR;!VALUE THROUGH PROFIT OR LOSS 1.137 23.869 1,368 23,506'"$ 

- 1,137 1,368 ,..:i 
ll 

Borrowinqs I1 

,.y . .  
1~ !3.& 

recoqnized in the income statement are desiqnated as at fair valud:l 

throuqh profit or loss. Classification of the financial assets 'as' 
available-for sale would result in accumulation of unrealized qai&< 

and losse8 in a revaluation reserve within equity whilst chanqes'td: 
,.,,.p..;! 

the liability would be reflected in net income (accounting mismatchL:,J 

Therefore the Group elected to desiqnate these investments for 
account of policyholders as at fair value throuqh profit or 108s. 

investments for account of policyholders 
Investments held for account of policyholders comprise assets that 

are linked to various insurance and investment contracts for which 

the financiai risks are borne by the customer. 
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Under the Group's accounting policies these insurance and 
investment liabilities are measured at the fair value of the linked 

assets with changes in the fair value recognized in the income 

statement. To avoid an accounting mismatch the linked assets have 
been designated as at fair value through profit or loss. 
In addition the investment for account of policyholders include with 
profit assets. where an insurer manages these assets toqether with 

related liabilities on a fair value basis in accordance with a 

documented policy of asset and liability management. In accordance 

with Group's accounting policies, these assets have been designated 

as at fair value throuqh profit or loss. 

Investment contracts 

Investment contracts that have been desiqnated as at fair value 
through profit or los8 include contracts that are considered to  

contain an embedded derivative that requires measurement at iair 
value through profit or loss, such as equity-linked or pass-throuqh 

investment performance features and total return swaps. For 

consistency, the underlying portfolio ha8 been desiqnated as at fair 

value throuqh profit or loss. Also contracts that contain embedded 

derivatives that can not be reliably bifurcated are carried at fair 

value, such as a fixed annuity issued by AEGON USA containinq 

an investment performance pass-through feature subject t o  a 
cumulative minimum quarantee. 

Investment contracts for account of policyholders 

With the exception of the iinancial liabilities with discretionary 
participatinq features that are not subject t o  the classification and 

measurement requirements for iinancial instruments, al1 investment 

contracts for account of policyholders that are carried at fair value 

or at the fair value of the linked assets are included in the table on 

page 211. 

Derivatives 

With the exception of derivatives desiqnated as a hedginq instrument, 

all derivatives held for genera1 account and held lor  account of 

policyholders are included in the table on page 211. 

Borrowinqs 

Borrowinqs designated as at fair value through profit or los8 inciude 

financial instruments that are manaqed on a fair value basis toqether 
with related iinancial assets and financial derivatives. 

Gains and losses recognized in the income statement on financial 
assets and financial liabilities classified as at fair value throuqh profit 

or los8 can be summarized as iollows: 

2006 2005 

Trading Derlqnated Tradinq Desiqnated 

Net gains 543 9,520 666 11,410 

Net losses 401 1,161 267 131 

No Ipans and receivables were designated as at iair value through 
:.:-profit or loss. 
,....? 

'Changes in the fair value of financial liabilities designated as at fair 
i:> 

yaiue through profit or los8 were not attributable to chanqes in I-:; 
,credit risk. There are als0 no difierences between the carryinq 

i,..?mounts of these financial liabilities and the contractual amounts 
Clpayable at maturity (net of surrender penalties). 
(:Y;, 

I .I 

212 I AEGDN ANNUAL REPORT 2006 



......................................................................................... 
i1 

Mortqage loans 

Bond8 
Private loans 

ll 
COMMITMENTS AND CONTINGENCIES 

1 
~l Investments contracted 

In the normal course of business, the Group has committed itself 

throuqh purchase and sale transactions of investments. mostly to be 

executed in the course of 2007. The amounts represent the future 
outflow and inflow. respectively, of cash related to these investment 

transactions that are not reflected in the consolidated balance 

sheet. 

11 

1; 

I1 

826 ~ 559 - 
1 (2) 11 (12) 

679 ~ 441 - ~ 

Mortqaqe loans commitments represent 'undrawn mortqaqe loan 
facility provided and outstandinq proposals on mortqaqes. Other 

commitments include future purchases of interests in investment 
I1 

funds and limited partnerships. I 
I1 

Other commitments and continqencies 
I 
II 2006 2005 

166 146 
105 34 

615 676 
70 12 

57 81 

I Guarantees 

Standby letters of credit 
Share of contingent liabilities incurred in relation to interests in joint ventures 

Other collateral and quarantees 
Other commitments and contingent liabilities 

I1 
ii 

Guarantees include those qiven on account of asset management 

commitments and quarantees associated with the sale of 

investments in low-income housinq tax cjedit partnerships in the 
United States. Standby letters of credit amounts reflected above are 

In addition to the quarantees shown in th'e table, quarantees have 
been qiven for fulfillment of contractual obliqations such as 
investment mandates related to investment funds. 

AEGON N.V. has entered int0 a net worth maintenance agreement with 

its indirect subsidiary AEGON Financial Assurance M a n d  Limited 
(AFA). pursuant to which AEGON N.V. wil1 cause AFA to have a 
tanqible net worth of at least 3% of its total liabilities under financial 

quaranty policies which i t  issues up to a m.hum of EUR 3 billion. 

the liquidity commitment notional amounts!, 'I 

ll 
11 

I1 

'I 
I1 

I1 

11 

On November 1. 2006. AEGON entered int0 an agreement to acquiieig 

100% of the outstandinq common shares of Clark Inc. (Clark)?;Bd 
public company specializinq in the saie of corporate-owned bk:,, 
insurance, bank-owned life insurance and other benefit program$:; 

The acquisition is expected to be closed in March 2007, after the, 

publication date of the 2006 financial statements. The estimatefl.,;t 

aqqreqate purchase price i s  approximately EUR 273 miiiiÖ& 

consistinq of EUR 208 million cash consideration, EUR 44 miiiion & 
Clark debt assumed by AEGON. the EUR 21 million cost basis of Ciárt'i 

common stock already owned by AEGON and transaction costs. In 

addition, a Clark management qroup wil1 acquire some of Clark's 

other business seqments, not considered core to AEGON, for EUR 41 
million. Currentlv AEGON holds a 13% interest in Clark. 

. . . . 

AEGON ANNUAL REPORT 2006 I 213 

... 



Notes to the consolidated financial statements of AEGON Group Note 49 - 50 

............................................................................................ 
In December 2006. AEGON and Ranbaxv Promoter Group aqreed to 
jointly establish a life insurance and an asset management 
undertakinq in India. The ventures wil1 be incorporated by AEGON 

and Religare. the financial services division of Ranbaxy Promoter 

Group. The transactions are expected to be completed in the second 

half of 2007. 

AEGON N.V. has quaranteed and is severally liable for the followinq: 

Due and punctual payment of payables due under letter of credit 
agreements applied for by AEGON N.V. as co-applicant with its 

subsidiary companies AEGON USA, Inc., Commonwealth General 

Corporation and Transamerica Corporation (EUR 2.528 million). 

At December 31,2006; there were no amounts due and payable. 

Due and punctual payment of payables by the consolidated 

qroup companies AEGON Fundinq Corp., Commonwealth General 

Corporation. Transamerica Corporation and Transamerica Finance 
Corp. with respect to bonds, capital trust pass-throuqh 

securities and notes issued under commercial paper proqrams 
(EUR 1,025 million). as wel1 as payables with respect to a derivative 

transaction of Transamerica Corporation (EUR 744 million). 

Due and punctual payment of any amounts owned to third parties 

by the consolidated qroup company AEGON Derivatives N.V. in 

connection with derivative transactions. AEGON Derivatives N.V. 

only enters into derivative transactions with counterparties with 
which ISDA master nettinq agreements includinq collateral 

support annex agreements have been aqreed: net (credit) 
exposure on derivative transactions with these counterparties 

was therefore minimal as at December 31,2006. 

AEGON is involved in litiqation in the ordinary course of business, 

includinq litiqation where compensatory or punitive damaqes and 

mass or class relief are souqht. In particular, certain current and 
former customers. and qroups representinq customers, have initiated 

litiqation and certain qroups are encouraqinq others to brinq lawsuits 

in respect of certain products in the Netherlands. The products 
involved include securities leasinq products and unit linked products 

(50 called 'beleqqinqsverzekerinqen' includinq the Koersplan product). 

AEGON has established adequate litiqation policies to deal with the 

claims defendinq when the claim is without merit and seekinq to 
settle in certain circumstances. This and any other litiqation AEGON 
has been involved in over the last twelve months have not had 

any significant effects on the financial position o1 profitability of 
AEGON N.V. or the Group. However, there can be no assurances that 

AEGON wil1 be able to resolve existinq litiqation in the manner i t  

expects or that existinq or future litiqation wiil not result in 

unexpected liability. 

In addition. in recent years, the insurance industry has increasinqly 

been the subject of litiqation. investiqations and requlatory activity 

by various qovernmental and enforcement authorities concerninq 
certain practices. AEGON subsidiaries have received inquiries from 

local authorities in various jurisdictions includinq the United States, 

the United Kinqdom and the Netherlands. In certain instances. 

AEGON subsidiaries modified business practices in response to such 
inquiries or the findinqs thereof. Certain AEGON subsidiaries have 

been informed that the regulators may seek fines or other monetary 
penalties or changes in the way AEGON conducts its business. 

Future lease payments 

. . ,. .. ' 2006 2005 

I_ i 
.... 

Not later 1-5 Later than Not later 1-5 Later than 
than 1 year yearr 5 yearr than 1 year p a r s  5 yearr 

Opcatinq lease obliqations 89 321 363 101 320 286 

F ignce lease obliqations 2 2 - - - ~ 

Opcratinq lease riqhts 27 84 20 38 87 12 

:.,::i 

Ttie'operatinq lease obliqations relate mainly to office space leased 

fr8m third parties. The total of future minimum sublease payments 

expected to be received on non-cancellable subleases is EUR i3  million. 
The operatinq lease riqhts relate to non-cancellable commercial 

property leases. 

I .. 
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li 

instruments as collateral. or for the securities 
no change in economic ownership. 

.................................................................................................. 
I1 

...~ ~. .  
L;., . ~ ,  received. as there is as follows: i:.L 

w.,. ; 

I COLLATERAL 

AEGON pledqes investment securities that are on its balance sheet 
related to  certain other transactions that i t  enters int0 that create 

liabilities, such as reverse repurchase agreements and other 

transactions involvinq fundinq aqreements. The amount of collateral 

pledqed rnay vary as the fair value of the seiurities changes since 

these agreements require certain minimum11 maintenance levels. 
AEGON receives collateral related to securities lendinq transactions. 

The collateral received is typically in the form of cash and is invested 
in pre-desiqnated hiqh quality investment strat!qies. The collateral is 
typically qreater than the market value of the related securities 

loaned and is recorded on the balance sheet as an asset and an 

offsettinq liability is established for the Same amount. AEGON is 

obliqated to return the collateral upon terrniiation of the lendinq 
arrangement. 

AEGON can receive or pledqe coiiaterai Aat ive  to derivative 

transactions that it enters into. The credit support agreement w i l  

normally dictate the threshoid over which collateral needs to be 
pledqed by AEGON or its counterparty. In addition. in order to trade 
derivatives on the various exchanges. AEGON posts marqin as 

collateral. The amount of collateral wil1 vary with the market value 

ll 
11 

I1 

11 

11 

li 

!I 

11 

n 

i1 

ll 

I1 

I1 

I1 

changes of the derivative contracts. Cash is norrnailv received as 
collateral and a portion of this cash collateral has been rehypothecated 

to other parties to serve as collateral. Securities that may be received, 

other than cash that has been iehypothecated, are reported on the 

consolidated balance sheet at fair value. Cash that is pledqed to 
counterparties is removed from the balance sheet. AEGON is obliqated 

to return the collateral t o  the oriqinal counterparty upon termination 

of the derivative contract. AEGON ha5 entered int0 asset lendinq 

transactions for which the collateral is held by a third party and wil1 

Only be released to AEGON on default by the counterparty. This 
collateral is not recoqnized in the balance sheet. 

Assets pledqed as collateral 

The followinq table summarizes the carryinq amounts on the balance 
sheet of financial assets pledqed as collateral. Collateral paid as part 

of share borrowing or reverse repurchase transactions are included 

in this information. 

Jj 2006 2005 

Other financial assets pledqed as collateral 11 121 1 03 

Financial assets pledqed for liabilities I1 4,547 3,395 

1 
When AEGON pays cash collateral as part of security borrowinq or 

reverse repurchase transactions, an asset is recorded to receive back 

the cash pledqed. The balance of these receivables, as also reflected 

in note 13, are as follows: 

11 

I1 

2005 - ~... .,, . , 2006 

34 , ,.... 
I1 

~ .S.<\ 
I, 

Cash collateral paid as part of security borrowing 
~. 

Cash collateral pledqed on reverse repurchase aqreements 4 23 : 
1; il::;.~ 

2006 2005 

Fair value of financial assets accepted as collateral 9,960 4,616 
Repurchase agreements ll 806 - 

1 

11 

n 
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AS part of security lendinq and repurchase agreements, AEGON 

received EUR 23 billion (2005: EUR 22 billion) of cash and non cash 

collateral. For cash collateral received, AEGON recoqnized a liability 

to repay the cash, which is included in other liabilities in note 28. for 

the followinq amounts: 

2006 2005 
9,315 3,917 Cash collateral repayable on security lendinq and repurchase agreements I 

BUSINESS COMBINATIONS 

Acquisitions 

In September 2006 AEGON The Netherlands acquired the remaininq 

55% of the Unirobe shares. The distribution activities of the Dutch 
operations are placed under the Unirobe Meeùs Group. NO operations 

have been disposed off as a result of the combination. The cost of 
acquirinq the remaininq 55% of the shares was EUR 59 million. 

which was paid in cash. In total an amount of EUR 96 million was 

paid to acquire the 100% interest. At the acquisition date assets and 

liabilities were recoqnized for EUR 186 million and EUR 134 million 

respectively which included a cash position of EUR O million. Since 
the acquisition date, Unirobe has contributed EUR 5 million to the 

net income of AEGON. The acquisition resulted in the recoqnition of 
EUR 49 million goodwill. of which EUR 18 million had previously been 

inciuded in the measurement of the interest held in Unirobe as an 
associate. Goodwill reflects the commission income that is  expected 

to be qenerated by Unirobe in future years 

In November 2005, AEGON siqned a strateqic partnership agreement 

with the Spanish savinqs bank Caja de Ahorros de Navarra (CN) 

under which AEGON acquired a 50% stake in CN'S life insurance and 

pensions subsidiary. Sequros Navarra S.A. The acquisition of 50% of 
Sequros Navarra S.A. took place in two tranches. In the fourth 

quarter of 2005, 15% was acquired. followed by another 35% in 
L..:! 2006. The acquisition date was April 30. 2006 when approval was 

obtained from the Spanish and European requlatory authorities. The 

<-3 final price of the acquisition was EUR 61 million, fully paid in cash. 

The total assets of the joint venture at the acquisition date amounted 
# 

to EUR 476 million. of which EUR 2 was cash and cash equivalents. 
< .d 
,.. CN is entitled to an contingent earn-out payment. the amount of 
iL' 
i"i which is dependent on the business' performance over the cominq 

i,,.. five years. AEGON ha8 provided for the expected future payment 
on a discounted basis (EUR 60 million at December 31, 2006). 

As a consequence of the acquisition qoodwill of EUR 91 million 

was reported. 
In October 2005, AEGON and the Spanish savinqs bank Caja de Badajoz 

(CB), have reached an agreement to establish a 50150 joint venture 

to seli life insurance. accident insurance and pension products throuqh 

: . .  
/I 

I 

" <  

- 

the branch network of CB. The new entity. Caja de Badajoz Vida y 

Pensiones. Sociedad Anónima de Sequros, ha8 been set up with a 

capita1 amountinq to EUR 11 million of which 50% has been paid in. 

The remaininq 50% shall be paid in within the next 2 years. At the end 

of the fifth year of the joint venture, C8 is entitled to a contingent 

earn-out payment. AEGON ha8 provided for the expected future 

payment on a discounted basis (EUR 21 million at December 31.2006). 

AS a consequence of the acquisition qoodwill of EUR 20 million was 

reported. 
AEGON acquired 100% of the shares of Nationwide Towarzystwo 

Ubezpieczen na Zycie S.A. (Nationwide Poland) in early October 2005 

and consolidated the business as of October I. 2005. 

AEGON also acquired an investment advisor company, Westcap 
Investors. LLC durinq 2005. These business combinations did 

not have a material impact on the consolidated financial statements 

of the Group. 

Disposals 

Durinq 2006 AEGON sold its interest in Scottish Equitable 

International S.A. for EUR 29 million, toqether with an earn-out 
arrangement. The cash and cash equivalents held at the end of 

March by Scottish Equitable International S.A. prior to the sale was 

EUR 20 million. The acquirinq company, La Mondiale Participations S.A. 

is a 35% associate of AEGON. 35% of the qain on the sale was 

eliminated on consolidation. 

GROUP COMPANIES 

Subsidiaries 

The principal subsidiaries of the parent company AEGON N.V. are 

listed by qeoqraphical segment. Al1 are wholly owned, directly or 
indirectly. unless stated otherwise. and are involved in insurance or 

reinsurance business, asset management or services related to these 

activities. The votinq power in these subsidiaries held by AEGON is 

equal to the shareholdinqs. 
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1 
I Amer icas 

AEGON USA, Inc., Cedar Rapids, lowa (US) 
Commonwealth General Corporation. Wilminqton, Delaware (US) 

Life Investors Insurance Company of AmericaJICedar Rapids. lowa (US) 

Monumental Life Insurance Company, Baltimore, Maryland (US) 

Peoples Benetit Life Insurance Company. Cedar Rapids. iowa (US) 

Stonebridqe Casualty Insurance Company. Columbus, Ohio (US) 

Stonebridqe Life Insurance Company. Rutland, Vermont (US) 

Transamerica Corporation, Wilminqton, Oelaware (US) 

Transamerica Financial Life Insurance Company. Inc.. Purchase, 

Transamerica Life Canada, Toronto. Ontario (Canada) 
Transamerica Life Insurance Company, Cedar Rapids. lowa (US) 

Transamerica Occidental Life insurance Company. Cedar Rapids. lowa (US) 

Veterans Life Insurance Company. Sprinqfield, Illinois (US) 

Western Reserve Life Assurance Co. of Ohio. Columbus, Ohio (US) 

The Netherlands 
AEGON Bank N.V., Utrecht 

AEGON Financiële Diensten B.V.. The Hague 

AEGON International N.V., The Haque 
AEGON Derivatives N.V.. The Haque 

AEGON Investment Manaqement.B.V., The Haaue 

ll 
I1 

li 

i1 
11 

II New York (US) 

ll 

'1 

I1 

1 

I 

ii 

'1 
11 

AEGON Levensverzekering N.V.. The Hayue 

AEGON Nabestaandenzorg N.V., Groningen 

AEGON Nederland N.V., The Haque 

AEGON Schadeverzekering N.V., The Haque 
AEGON Spaarkas N.V.. The Haque 

AEGON Vastgoed Holding B.V.. The Haque 

Spaarheleq Kas N.V.. Utrecht 

TKP Pensioen B.V., Groningen 

Unirobe Meeus Groep B.V., The Haque 

Uni ted K ingdom 

AEGON ASSet Management UK plc. London 
AEGON UK Distribution Holdings Ltd.. Londc 

AEGON UK plc. London 

Guardian Assurance plc, Lytham St Annes 

Guardian Linked Life Assurance Limited. Lyt 
Guardian Pensions Management Limited. Ly 

HS Administrative Services Limited. Chester 

Scottish Equitable International Holdings pi( 

Scottish Equitable plc, Edinburgh 

Other  countries 
AEGON España S.A.. Madrid (Spain) (99.98% 

AEGON Life Insurance (Taiwan) Inc.. Taipei (- 

n St Annes 
m St Annes 

mdon 

van) 

AEGON Maqyarorszáq Aitaiános Biztosító Zrt.. Budapest (Hungary) 
AEGON Pension Fund Management Company Slovakia. 

AEGON Pojistóvna a.s.. Praque (Czech Republic) 

AEGON Towarzystwo Uhezpieczen na Zycie S.A., Warsaw (Poland) 

Transamerica International Reinsurance Ireland Ltd, Dublin (Ireland) 

AEGON Global Institutional markets Plc, Dublin (Ireland) 

AEGON Financial Assurance Ireland Ltd. Dublin (Ireland) 

Bratislava (Slovakia) 

The leyally required list of participations as set forth in articles 379 

and 414 of Book 2 of the Dutch Civil Code has been reqistered with 

the Trade Register in The Haque. AEGON N.V. has issued a statement 
of liability as meant in article 403 of Book 2 of the Dutch Civil Code 
for its subsidiary company AEGON Derivatives N.V. 

AEGON has an investment (EUR 28 miliion) in Prisma Enhanced 

Fixed Income Fund (PREFF), a newly created hedqe fund formed as a 
limited partnership. As of 31 December 2006 AEGON is the only 

limited partner in this fund. As a limited partner, AEGON does not 

have any direct votinq power. However, in addition to its limited 

partnership interest. AEGON has an equity interest in the general 
partner of the fund and also has derivative tradinq responsibilities 

throuqh a sub-advisory agreement. Based on these facts, AEGON 
concluded that it controls the limited partnership and has included 

the entitv in its consolidated financial statements. 

AEGON has less than half of the voting power of SERVES, an entity 
whose primary activity is participating in a total return swap hased 

on the performance of a portfolio of bank loans. In addition to its 

equity interest (EUR 67 million). AEGON is the owner of 100% of the 

debt issued hy the entity and serves as the investment manager of 
the bank loan portfolio. As a result, AEGON conciuded that i t  controls 

the entity and should include the entity in i ts consolidated financial:' 
:-:i ,.,i# 

statements. 
b.,> 

d:,, 
Joint ventures "9 I 

t!..! 

,Y.:? 

;.41 

b..j 
, -$ 
,-.i .-+ ~ 

--..I 

The principal joint ventures are listed hy geoqraphical segment. 

. - I  .~. ~... The Nether lands 

AMVEST Vastgoed BV., Utrecht (50%) 

Other countries 
AEGON-CNOOC Life Insurance Company Ltd.. Shanqhai (China) (50%) 
Caja de Badajor Vida y Pensiones. Sociedad Anónima de Sequros. 

,. , ,- 

Badajoz (Spain) (50%) 
Sequros Navarra. Sociedad Anónima de Sequros. 

Pamplona (Spain) (50%) 
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Summarized financial Information of joint ventures for 2006 accounted for using proportionate consolidation 

Current Long-term Current Lonq-term 
assets araetr  iiabiiities iiabiiities income Exoenzes 

AMVEST 

AEGON-CNOOC 

Caja de Badajoz 

51 982 15 63 1 81 20 

6 39 3 36 26 36 

4 23 - 22 23 23 

Sequros Navarra 24 305 23 245 20 18 
85 1,349 41 934 150 97 

Investments in associates 

The principal investments in associates are listed by qeoqraphical 

segment. 

The Nether iands 

N.V. Levensverzekerinq-Maatschappij 'De Hoop', The Haque (35%) 

Uni ted Kingdorn 

Tenet Group Limited, Leed8 (19.51%) 

Other  countries 
CAM AEGON Holding Financiero. Alicante (Spain) (49.99%) 

La Mondiale Participations S.A., Lille (Frame) (35%) 

Sequros Arqos. S.A. de C.V., Mexico City (Mexico) (49%) 
Afore Arqos. S.A. de C.V.. Mexico City (Mexico) (49%) 

AEGON owns a 6 0 %  limited partnership interest in Prisma Capital 

Partners LP ('Prisma LP) which serves as an investment manager 

for certain of AEGON's hedqe fund investments as wel1 as for other 

third parties, in exchange for manaqement fees. Two unrelated 
entities, Prisma Capital Partners I. LP and Prisma Capital Partners 

EH LLC own 31% and 8 %  of Prisma LP. respectively. An unrelated 

entity. Prisma GP LLC is the genera1 partner wiih a 1% iriterest and is 

responsible for dav-to-day activities. A manaqement board with 
t..., , seven votinq members (three appointed by AEGON. three appointed 

,;.:,:.by Prisma GP LLC and one independent member appointed 
.Lrollectively by the other six votinq members) must approve certain 

' actions. includinq restructurinq transactions. hirinq senior 
<...i 
' . ~  management and the annual operatinq budget. As a result, 
'. ..i 
. .  _,notwithstanding our 60% economic interest, AEGON can not 
t,..~exercise votinq control since we only appoint three out of the seven 

board members. AEGON cannot remove the majority of the 

management board members and AEGON does not have other 
arranqements. contractuai or otherwise. that would qive AEGON 

more than half of the votinq power of Prisma LP. 
Refer to note 10 for further details on investments in associates. 

..., 

RELATED PARTY TRANSACTIONS 

Related party transactions for the period under review include 

transactions between AEGON N.V and Vereniqinq AEGON. as wel1 
as sellinq a 100% subsidiary to the associate La Mondiale 

Participations S.A.. 

On November 24, 2006, Vereniqinq AEGON exercised its option 

riqhts to purchase in aqqreqate 5.440.000 class B preferred shares 

at par value to correct dilution caused by AEGON's stock dividend 

issuances durinq the year. 

On December 21.2006, Vereniqinq AEGON sold at intrinsic value and 

transferred to AEGON International N.V. al1 shares of its subsidiary 
company Albidus B.V. for an immaterial amount. 

In both 2001 and 2002, AEGON N.V. entered int0 total return swaps 

with Vereniging AEGON in order to hedqe the share option plan 
for each respective year. On April 15, 2005, these total return 

swaps were terminated. resuitinq in a positive impact on 
shareholders' equity of EUR 115 million. The amount ha8 been added 

to retained earninqs. 

On May 17. 2005. AEGON N.V. purchased 3.821.645 of its common 

shares from Vereniging AEGON at a purchase price of EUR 9.847. On 

December 5, 2005, Vereniging AEGON exercised its option riqhts to 

purchase in aqqreqate 6,950,000 class B preferred shares at par 
value to correct dilution caused by AEGON's stock dividend issuances 

and treasury stock sales durinq the year. 

AEGON provide reinsurance, asset management and administrative 
services for employee benefit plans relating to pension and other 

post-employment benefits of AEGON employees. Certain Post- 

employment insurance benefits are provided to employees in the 
form of insurance policies issued by affiliated insurance subsidiaries. 

In 2006, AEGON sold its 100% interest in Scottish Equitable 

international SA for EUR 29 million to La Mondiale Participations S.A.. 

a 35 % associate. Details of the transaction are provided in note 51. 

In addition to these transactions. the remuneration and share-based 
compensation of members of the Executive Board and the 

Supervisory Board are disclosed in the sections that follow. 
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J.E.M. Streppel  

J.G. van der Werf  

A.R. Wynaendts 

679 16 475 - 220 1,390 

5752 13 697 - 186 1,471 
5752 1ó4 602 - 186 1,527 

2005 
D.J. Shepard 

J.E.M. S t reppe l  

J.G. van der Werf  

803 ' 223 2.9986 - 270 4,294 

679' 14 469 - 217 1,379 
5752 11 552 - 184 1,322 

- 575' 180 568 183 1.506 

2,632 428 4.587 - 854 8.501 
A.R. Wynaendts  U 
TOTAL 1 

11 
I1 2004 

D.J. Shepard  804 ' 458 1,878' 188 226 3,554 
66g2 15 I44 144 227 1,198 

566' 11 144 144 192 1,057 1 
A.R. Wynaendts I: 566' 13 102 102 192 975 

I J.E.M. S t reppe i  

J.G. van der Werf 

Total f o r  ac t i ve  rnembers 1 2,604 497 2,268 578 837 6,784 
- - - - 241 241 

TOTAL I1 2,604 497 2,509 578 837 7.025 

I1 P. van de Geijn (p ro  rata f o r  the war  2003) I, 

' Mr. Shepard earns a salary of USO 1 miliion. 
Base salary, indudinq adoption in amordance with the qenerai salary Iounds aeeiiiable t O  AEGON employees in the Nelherlandr. the cuslomarv emelovee erofit 
rharinq bonus, as wel1 as a tax deferred ernpiayeê savings scheme, 
Other periodic payments are additional remuneràtion elements, includinq social recurity contributionr borne by the GIOUP. FOT Mr. Shepard, the Group has als0 
b o m  expenses and non-monetary benefits which are provided in his ernployrnent agreement with AEGON. These benefitr inciude cornpensation to the extent 
that the totai actual annual taxation on his total income exceeds the taxation if he were oniy Subject t o  U.S. taxes. personal life insurance and tax planninq. 
The 2006 amount is alfected by the expiration of a tax rulinq as a rervlt af which ernployer and employee pension contributionr are no lonqer tax deferred in 
the Netherlands. For Mr. Wynaeodts. the amount $lso includes compensation foi relocation aod cast of liuioq related to his temporary secondmeot to AEGON USA 
in 2005 and 2006. 

,,& 
business of the GIOUP and of the relevant countr i  units was pmitive. Subrequentiy, operatinq earninqs were calcuiated and established per area af rerponsibility. ~ - j  

After adoption o1 the2004and 2005 annuai accounts by the sharehalders, thedisciored STI cash bonuses for the yearr 2004 and 2005 were paid in 2005 and 
2006 rerpectively Under the 2003 STl plan, paid in 2004. Mr. Shepard was entitled to receive USD 50,000 per percentaqe point increase in the precedinq year's,~,:,', 
earninqs per Share. The other members of the E i k u t i v e  Board were entitled t o  receive EUR 32,432 per percentaqe point increare in the precedinq year's earninq,@ 
per share in excess of the rate of European infiation as indicated by the European Centrai Bank. The relevant percentage was 8.9% Ali 2003 bonuses were 
rnaximized at 150% Of the year's Saiary. Under the  STI plan 2003, Exewtive Board rnembers could Opt for payrnent in cash or in shares. 
In 2004. al1 memberr af the Executive Board optëd for payment af half of the cash vaiue of their 2003 STI bonus in AEGON N.V. cornmon Shares. These Shares are. i, 

11 

..... ,.. I 

' In line with the regulations of the Short-Term Incentive iSTil Plan for the years 2005 and 2004, it was established that in 2005 and 2004 the vaiue of new 

infiation in ihe  precedinq three yedrs. i.e. 2004 
In addition to the STI plan, Mr. Shepard ikentit l i  
accounts. The arnount inciuded in the 2006 tab 
2004 tabler are based on 2004 and 2003 net i, 

105 and 2006. The number'of bonus Shares "dries f iomO t o  100% Of the numbér of shares i i n t i o n e d  above. 
t o a  short-term incentive bonus equal to 0.1% of the net income of AEGON NV. accordinq to the adopted 
is based on net income over2005 ar reported in accoidance with IFRS. The amounts inciuded in the2005 and 
ime respectiveiy as reported in accordance with Dutch accounting principies. 
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In accordance with the 2006 LTI Pian. non-vested (conditional) The date of qrant for the 2006 LTI Plan was April 26. 2006 and the 

AEGON common shares and options were qranted to  each of the closinq price of that day was EUR 14.55. The qrant is a 50/50 

Executive Board rnembers. Vesting of these riqhts is conditional upon combination of the value of the performance shares and 
AEGON's total shareholders return performance relative to  that of performance options. Reqardinq the qranted shares and options of 

the peer qroup over a three-year period. The number of shares and the reference period 2004-2006 the Executive Board members are 

options vesting after the three year period is in the ranqe from 0 %  entitled to  0% vesting of the target award. 

to 200% of the qranted number. The nurnber of shares and options 

in the table represent a 100% vesting of the qrant (target award). 

Number 
Number Of Number Number of Shares Number of 
shares per of shares of shares expiredf Shares per 

Totai overview of conditionaily January 1. qranted in verted in forfeited in December Reference 
qranted shares Grant date 2006 2006 2006 2006 31,2006 period 

D.J. Shepard 23~Apr-04 35,767 35,767 ' 2004 ~ 2006 
22~Apr-05 38,542 38,542 2005 - 2007 
26-Apr-06 26,213 26,213 200-2008 

J.B.M. Streppel 23~Apr-04 16,661 16,661 I 2004 ~ 2006 

22-Apr-05 20,169 20,169 2005 - 2007 
26-Apr-06 13.909 13,909 2006-2008 

J.G. van der Werf 23-Apr-04 14,106 14,106l 2004-2006 

22-Apr-O5 17,066 17,066 2005 ~ 2007 
26-Apr-O6 11.769 11,769 2006 - 2008 

A.R. Wynaendts 23-Apr-04 14,106 14,106l 2004 ~ 2006 
22-Apr05 17,066 17.066 2005 - 2007 
26~Apr-06 11,769 11,769 2006-200s 

' These shares have nat verted in 2006 and have subsequently expired. 

Number 
Number of Number Number Of options Number of 

Total overview options per of options of options expiredl options per Number of 
of conditionaily January 1. qranted in vested in forfeited in December exercisable Exercise Relerence 
qranted options Grant date 2006 2006 2006 2006 31,2006 options price period 

D.J. Shepard 23-Apr-O4 71,534 71,534' 11.74 2004 - 2006 
9.91 2005 - 2007 22-Apr-05 77,084 77,084 

26-Apr-O6 150,989 150,989 14.55 2006 - 2008 
J.$.'M. Streppei 23-Apr~04 33,322 33,322' 11.74 2004 - 2006 

;:.. 22-Apr-O5 40,338 40,338 9.91 2005 - 2007 
r:., 26-Apr-06 80,115 80,115 14.55 2006 ~ 2008 

J.G. van der Werf 23-Apr-04 28,212 28,212' 11.74 2004 ~ 2006 
22-Apr~05 34,132 34,132 9.91 2005 - 2007 (-*i 

26-Apr-% 67.789 67,789 14.55 2006 - 2008 

$. Wynaendts 23-Apr-04 28,212 28,212l 11.74 2004 - 2006 
22-Apr-05 34,132 34,132 9.91 2005 ~ 2007 

26-Apr-O6 67,789 67,789 14.55 2006- 2008 

._/ 

(7 -.. -. 

' These shares have not verted in 2006 and have subsequently expired. 

The numbers of shares and options conditionally qranted were based 

on the closinq price on the dav of the qrant. This was also the 

exercise price of the options. 

The fair value information on the conditionally qranted shares wil1 be 

provided when the shares and options vest. 
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Remuneration of active and retired members of the Supervisory Board 
in EUR 2006 2005 2004 

D.G. Eustace 79,000 82,565 58,904 

O.J. Olcay 65,000 66,250 34,034 

I.W. Bailey. II (as of April 22, 2004) 56,669 48,750 23,562 

R. Dahan (as of April 22, 2004) 59,500 59,500 23,562 

S. Levy (as of April 21, 2005) 65.000 46,808 - 

T. Rembe 60,000 60,000 51,050 

W.F.C. Stevens 73.000 74,750 48,214 

K.J. Storm 46,250 47,500 34,034 

L.M. van Wijk 47,500 48,750 34,034 

TOTAL FOR ACTIVE MEMBERS 551,919 534.873 307,394 

P.R. Voser (up to April 25, 2006) 

C. Sobel (from April 25, 2006 up to July 17, 2006) 

M. Tabaksblat (up to April 21, 2005) 
H. de Ruiter (up to April 22. 2004) 

15,138 54,000 34,906 
9,231 ~ 

- 

- 22,769 56,722 
~ 

~ 14,137 

Startinq January 1, 2005. a three-components structure has been 

introduced lor the remuneration of the Supervisory Board: (1) a base 
fee (for rnembership of the Supervisory Board): (2) an additionai fee 

for membership of a Committee; and (3) an attendance fee for face- 

to-face Committee meetings. 

Share options and share appreclation riqhts of active members of the Supervisory Board 

Number 
Number of Number Number Of options Number Of 

January 1, qranted in vested in forfeited in December exercirable Expiration Exercise Price 
Grant date 2006 2006 2006 2006 31.2006 options date EUR 

options per of options af options expiredl options per Number of 

12~Mar-O1 100,000 100.000 ~ 12-Mar-06 K.J. Storm ~ 

c.:. 
I .! 

! 

m.-<; 

The options have been granted by reason of membership of the 

Executive Board in the related years. 

Common shares held by Supervisory Board members 
Shares held in AEGON at December 31 

i? , .  

'LI 
..,~ 

2004 a . ,  *. 2006 2005 
~ . .  

29,759 29,759 29.759 I.W. Bailey. II 
R. Dahan 25,000 25.000 25,000 

T. Rembe 5,658 6,558 6,658 

-c 

l.. 

K.J. Storm 276.479 276,479 276,479 
TOTAL 337.896 337.896 337,896 
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................................................................................................. 
11 
i 

ll 
EVENTSAFTERTHEBALANCESHEETDATE 

On January 19.2007 AEGON announced the siqning of a memorandum 

of understanding with Banca Transilvania to jointly develop and 

operate a mandatory pension company in Romania. The 50150 

joint venture company wil1 be established Ln the summer of 2007 

1 ' '  

I1 

in anticipation of introduction of a manda 
I 

Romania. expected by early 2008. In additioi 
I life insurance company in Romania that wili 

agreement with Banca Transilvania to se 

throuqh the bank's branch network. 
On January 25, 2007 AEGON N.V. and Sony 

announced their intention to establish a lifi 

Japan. The 50150 joint venture wil1 dev 
initially focusing on variable annuity product 

thouqh Sony Life's Lifplanner" channel as w 
other financial institutions. The partnershi 

Sony Life is expected to be operational in ear 

agreement and requlatory licensinq and appr 

On January 29, 2007 AEGON announce 
completed a transaction involving a private 

securitization by AEGON UK, enablinq AEí 

portion of future profits associated with a i  
linked business. The securitization wil1 add 

íGBP 90 million) to the total core capital 

created by the transaction wil1 be used b' 

capital to the Group. These transactions prc 
flexible solutions that help manage reservc 

.y pension system in 
iEGON wil1 establish a 

ter into a distrihution 

co-branded Products 

ife Insurance Co., Ltd. 

nsurance company in 

)P annuity products, 
hat wil1 be distributed 

as throuqh bank8 an 

between AEGON and 

2008, subject to final 
'al. 

that i t  successfully 
alue of in-force (ViF) 

N UK to monetize a 
?xistinq book of unit- 

w n d  EUR 134 million 

AEGON. The capital 

4EGON UK to return 
de the company with 

and capital in a tost 

efficient manner. AEGON w i l  continue toexplore further opportunities 

for securitizations and structured financinq as part of its ongoing 
commitment to efficiently manage capital and reserve needs. 

On March 7, 2007, AEGON announced the expiration of its tender 
offer to purchase al1 the outstanding shares of Clark, Inc. (Clark) 

common stock at USD 17.21 per share. Based on preiiminary 

information. the shares tendered. together with the shares already 

owned by AEGON. represent approximately 94% of the outstandinq 

shares of Clark. AEGON intends to complete this transaction as soon 
as practical. Reference is made to note 49. 

The Hague, March 7,2007 

SUPERVISORY BOARD 
D.G. Eustace 

O.J. O k a y  

I.W. Bailey, I1 
R. Dahan 
5. Levy 

T. Rembe 

W.F.C. Stevens 

K.J. Storm 
L.M. van Wijk 

EXECUTIVE BOARD 

D.J. Shepard 

J.B.M. Streppel 
A.R. Wynaendts 
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AUDITOR'S REPORT 
To: The Cupervisory Board and the Executive Board of AEGON N.V. 

........................................................................ 
REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS 

We have audited the accompanyinq consolidated financial 

statements for the year 2006 (as set out on pages 98 to 223) which 
are part of the financial statements of AEGON N.V., The Hague, which 

comprise the consolidated balance sheet as at December, 31. 2006, 

the consolidated income statement, statement of chanqes in equity 
and cash flow statement for the year then ended and a summary of 

siqnificant accounting policies and other explanatory notes 

Management's responsibility 

Management of the company is responsible for the preparation and 

fair presentation of the consolidated financial statements in 

accordance with International Financial Reportinq Standards as 

adopted by the European Union and with Part 9 Of Book 2 of the 
Netherlands Civil Code, and for the preparation of the Report of the 

Executive Board in accordance with Part 9 of Book 2 of the 
Netherlands Civil Code. This responsibility includes: designinq, 

implementinq and maintaininq internal control relevant to the 

preparation and fair presentation of the consolidated financial 
statements that are free from material misstatement, whether due 

to fraud or error: selectinq and applying appropriate accounting 

policies: and making accounting estimates that are reasonable in the 

circumstances. 

Auditors' responsibility 

Our responsihility is to  express an opinion on the consolidated 

financial statements based on our audit. We conducted our audit in 

accordance with Dutch law. This law requires that we comply with 
ethica1 requirements and plan and perform the audit to obtain 

reasonable assurance whether the consolidated financial statements 

are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence 
.-?bout the amounts and disclosures in the consolidated financial 

.. statements. The procedures selected depend on the auditors' \<. : 
i 

, .  .~. I 

": 
i>..: 

i". : 
-..: 

jl+ 
i;i 

. . . . . . . . . . . . . . . . . 
judgment, including the assessment of the risks of material 
misstatement of the consolidated financial statements, whether due 

to fraud or error. In makinq those risk assessments, the auditor 

considers internal control relevant to the entity's preparation and 
fair presentation of the consolidated financial statements in order to 

design audit procedures that are appropriate in the circumstances. 
but not for the purpose of expressinq an opinion on the effectiveness 

of the entity's internal control. An audit als0 includes evaluatinq the 

appropriateness of accounting policies used and the reasonableness 

of accounting estimates made hy management, as wel1 as evaluatinq 

the overall presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and 

appropriate to provide a basis for our audit opinion. 

Opinion 

In our opinion, the consolidated financial statements give a true and 
fair view of the financial position of AEGON N.V. as at December 31. 

2006, and of its result and its cash flows for the year then ended in 

accordance with International Financial Reporting Standards as 

adopted by the European Union and with Part 9 of Book 2 of the 

Netherlands Civil Code. 

REPORT ON OTHER LEGAL AND REGULATORY 
REQUIREMENTS 

Pursuant to the legal requirement under 2:393 sub 5 part e of the 
Netherlands Civil Code, we report, to the extent of our competence, 

that the Report of the Executive Board is consistent with the 

consolidated financial statements as required by 2:391 sub 4 of the 
Netherlands Civi l  Code. 

The Hague. March 7,2007 

FOR ERNST & YOUNG ACCOUNTANTS 

was siqned by A.F.J. van Overmeire 
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Financial information 

BALANCE SHEET OF AEGON N.V. AS AT DECEMBER 31,2006 

.................................................................................................. 1 
üefore profit apprapriation. arnaunts in EUR miiiiOh Nate 2006 2005 

ASSETS 
I1 

18,088 17,525 

7,317 7,259 

25,405 24,784 
- 72 

25,405 24,856 

I 
II 

investments 
Shares in qroup companies 

Loans to  yroup companies m 
Other loans I, 11 m 

Receivabies 
Receivables from qroup cornpanies m 4,091 3,969 

~ m 9 2 

4.100 3,971 
Other receivabies U 

U 
2,428 1,886 

425 548 
rn 312 32 

3,165 2,466 

Other assets 

Cash and cash equivalent8 

Deferred tax assets 
Other I 
Prepayments and accrued income 

Accrued interest and rent 

TOTAL ASSETS 

Sharehoiders' equity 

Share capital 

Tax-free paid-in surplus 

Retained earninys 
Revaluation account 

Other reserves 

Net income 

Other equity instruments 

TOTAL EQUITY 

Subordinated borrowinqs 

Long-term borrowinqs 

Current liabilities 
Amounts owed to  credit institutions 

Loans from yroup companies 
Payables to qroup companies 

Other payabies 

Accruais and deferred income 

TOTAL EOUITY AND LIABILITIES 

148 211 

32.818 31,504 

m 255 251 

ma 6,317 6,561 

m 8,255 6.359 

ma 2,059 2,520 

ma (538) 853 
m 2,769 2,732 

19,137 19,276 

4.032 3,379 

23,169 22,655 

2,626 81.:; 
(y' 
+,? 

2,559 

t .~ ,' 
?,?Ju', 

RI 3,711 3.448 .%!i 

RI 736 1,444 
m 2,092 441 c3;:,, 

RI 357 409 "j 

6.896 5,742 

160 197 

32.818 31.504 
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Financial information 

INCOME STATEMENT OF AEGON N.V. 
FOR THE YEAR ENDED DECEMBER 31, 

......................................................... ...................................... 
Arnounts in EUR million 2006 2005 2004 

Net income group companies 2,555 2,681 2,346 

Other income 234 51 (90) i 
LICT IYrnUF 2.789 2.732 2.256 

c:> 
i,..:! 

! 
. .. 

7 . .  

l?, ; 
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Financial information 
I 

NOTES TO THE FINANCIAL STATEMENTS OF AEGON N.V. 
Amounts in EUR million, Unless otherwise stated 

I 
................................................................................................. 

GENERAL INFORMATION 1 
I AFGON N.V.. incorporated and domiciled in the Netherlands, is  a 

limited liability share company orqanized under Dutch law and 

recorded in the Commercial Register of i ihe Haque under its 
registered address at AEGONplein 50, 2591 TV The Hague. AFGON 

N.V. serves as the holding company for tìie AEGON Group and 

has listinqs of its common shares in Amsterdam, New York, London, 

and Tohyo. 

AEGON N.V. and its subsidiaries and joint ventures (AFGON or 'the 

Group') have life insurance and Pensions operations in over ten 
countries in Europe, the Americas and Asia 'land are als0 active in 

savings and investment operations. accident and health insurance. 
qeneral insurance and limited bankinq operations in a number of 

these countries. The larqest operations are in the United States. 

Headquarters are located in The Haque, the Netherlands. The Group 

employs approximately 29.000 people worldwide. 

I1 

ll 

ll 

1 

I 
H .  

li 

,I 

1 

SUMMARY OF SIGNIFICANT ACCOUNTING 

POLICIES 1 

I 
BASIS OF PREPARATION il 

The financial statements have been prepardd in accordance with 
accounting principles in the Netherlands as embodied in Part 9 of 

Book 2 of the Netherlands Civil Code. Based on article 2:362.8 of the 
Netherlands Civil Code, the valuation principle; applied are based on 

International Financial Reportinq Standards (IFRS), as used for the 
preparation of the consolidated financial statements of the Group. 

With reqard to the income statement of AEGON N.V.. article 402. 

Part 9 of Book 2 of the Netherlands Civil Code has been applied, 

I! 

ll 

I1 

ll 
I, 

I1 
allowinq a simplified format. 1 

i 
TRANSLATION OF FOREIGN CURRENCY 

TRANSACTIONS 
Y 

i~ 
Transactions in foreiqn currencies are translated to the functional 

currency usinq the exchange rates prevailing at the date of the 

transaction. 

At the balance sheet date monetary assets, monetary liabilities and 
own equity instrument8 denominated in fojeiqn currencies are 

translated at the prevailinq exchange rate. Non monetary items 

carried at cost are translated usinq the exchange rate at the date of 
the transaction. whilst assets carried at fair value are translated at 
the exchange rate when the fair value was determined. 

Exchange differences on monetary items are recoqnized in the 

income statement when they arise. except when they are deferred in 

equity as a result of a qualifyinq cash flow or net investment hedqe. 

~i 

II 
I1 

n 
1 

I 
1 
I, 

1; 

Exchange differences on non-monetary items are recoqnized in 
equity or the income statement, consistently with other qains and 

losses on these items. 

OFFSETTING OF ASSETS AND LIABILITIES 

Financial assets and liabilities are offset in the balance sheet when 

AEGON N.V. has a leqally enforceable riqht to offset and has the 

intention t o  settle the asset and liability on a net basis or 
simultaneously. 

INVESTMENTS 

The group companies are stated at their net asset value, determined 
on the basis of IFRS as applied in the consolidated financial 

statements af the Group. For details on the accounting policies 

applied for the qroup companies refer to the consolidated financial 
statements on page 105 and followinq. 

OERIVATIVES 

Al1 derivatives are recoqnized on the balance sheet at fair value. Al1 

chanqes in fair value are recoqnized in the income statement, unless 

the derivative ha8 been desiqnated as a hedqinq instrument in a 

cash flow hedqe or a hedqe of a net foreign investment. Derivatives 

with positive fair values are reported as other assets and derivatives 

with neqative values are reported as other liabilities. 

Q-9 CASH AND CASH EOUIVALENTS 

Cash comprises cash at banhs and ikhand. Cash equivalent8 are 
short-term hiqhly liquid investments that are readily convertible to 

known cash amounts, are subject to insiqnificant risk8 of changes in 
value and are held for the purpose of meeting short-term cash 
commitments. 

OTHER ASSETS 

Other assets include fixed assets. derivatives with positive f a h  - 
values. other receivables and prepaid expenses. Other receivables' ' 
are recoqnized at fair vaiue when due and are subsequentl 

measured at amortized cost. / I  

>..I...', 
IMPAIRMENT OF ASSETS ,:.x::.> 

An asset is impaired if the carrying amount exceeds the amount tha 
would be recovered throuqh its use or sale. Tanqible, intanqible and"~~' 

financial assets. if not held at fair value throuqh profit or loss, are 

tested for impairment when there are indications that the asset may 

be impaired. lrrespective of the indications, qoodwill and other 
intanqible assets that are not amortized are tested at least annually. 

For assets denominated in a foreiqn currency, a decline in the foreiqn 

exchange rates is considered an indication of impairment. 
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Notes to the financial statements of AEGON N.V. Note 2.9 - 6 

................................................................................................ ~~ 

EQUITY 

Financial instruments that are issued by the company are classified 

as equity if they evidence a residual interest in the assets of the 

company after deductinq al1 of its liabilities. In addition to  cornmon 

shares and preferred shares, the company has issued perpetual 

securities that are classified as equity, rather than as debt. as these 
securities have no final rnaturity date, repayment is at the discretion 

of the issuer and AEGON has the option to  defer coupon payments 
at its discretion. These securities are measured at  par and are 

translated usinq historica1 exchanqe rates. 

incremental external casts that are directly attributable to  the 
issuinq or buyinq back of own equity instruments are recoqnized in 

equity. net of tax. 

Dividend8 and other distributions to  holders of equity instrurnents 

are recoqnized directly in equity, net of tax. A liability for non- 

cumulative dividends payable is not recoqnized until the dividends 
have been declared and approved. 

Treasury shares are own equity instruments of AEGON N.V. 
reacquired by the Group and are deducted from equity reqardless of 

the objective of the transaction. NO qain or l o s  is recoqnized on the 

purchase, sale, issue or canceiiation Of the instruments. The 

consideration paid or received is recoqnired directly in equity. Al1 

treasury shares are eliminated in the calculation of earninqs per 
share and dividend per share. 

SUBORDINATED BORROWINGS AND 

OTHER BORROWINGS 

A financial instrument issued by the company is classified as a 
liability if the contractual obliqation must be settled in cash or 

another financial asset or throuqh the exchanqe of financial assets 
and liabilities at potentially unfavorable conditions for the company. 

Subordinated loans and other borrowinqs are initially recoqnized at 
their fair v a k  and are subsequently carried at amortized Cost usinq 

'*$e effective interest rate rnethod. The liability is derecoqnized when 
L., 

the company's obliqation under the contract expires or is discharqed 

iar cancelled. 
iï.,, 

I.4 
(23 
E 

.... 

I 

!.,.* 

PROVISIONS 

A provision is recoqnired for present leqal or constructive 

obliqations arisinq from past events, when it is probable that i t  wil1 

result in an outflow of economic benefits and the amount can be 

reliably estimated. 

The amount recoqnized as a provision is the best estimate of the 
expenditure required to settle the present obliqation at the balance 

sheet date considerinq ali its inherent risks and uncertainties. as wel1 

as the time value of money. The unwindinq of the effect of 
discountinq is booked to the income statement as an interest 

expense. 

CONTINGENT ASSETS AND LIABILITIES 

Contingent assets are disciosed in the notes i f  the inflow of economic 

benefits is probable. but not virtually certain. When the inflow of 

economic benefits becomes virtually certain, the asset is no lonqer 
contingent and its recoqnition is appropriate. 

obliqations arisinq from past events, when i t  is probable that it wil1 

result in an outflow of economic benefits and the amount can be 

reliabiy estimated. If the outflow of economic benefits is not 

probable, a contingent liability is disclosed. unless the possibility of 

an outflow of economic benefits is remote. 

I 
A provision is recoqnized for present leqal or constructive I 

EVENTS AFTER THE BALANCE SHEET DATE 

The financial statements are adjusted to reflect events that occurred 
between the baiance sheet date and the date when the financial 

Statements are authorired for issue, provided they qive evidence of 
conditions that existed at the balance sheet date. 

Events that are indicative of conditions that arose after the balance 
sheet date are disclosed. but do not result in an adjustment of the 

financial statements themselves. 

I 
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................................................................................................. 
11 

SHARES IN GROUP COMPANIES 

2006 2005 

17,525 13,502 

999 46 

(201) 

I 
I , 
I 

li 
At January 1 

(1,000) (250) 
2,555 2,681 

Capital contribution and acquisitions 

Divestitures 

Dividend paid 

í 1,790) 1.546 

AT DECEMBER 31 I1 18,088 17,525 

Net income lor  the financial year 

Revaluations 

~ 

I 
For a list of narnes and locations of the most important qroup 

companies. refer to note 52 to the consolidat& financial statements 
of the Group. page 216. The legally required lift of participations as 

set forth in article 379 of Book 2 of the Netherlands Civil Code has 
been registered with the Trade Register in The"Haque. 

LOANS TO GROUP COMPANIES 

11 

I! 

;I 

II 2006 2005 

Loans to qroup companies - long-term 
At January 1 

Additions 1 repayments 

4,726 4,397 

(176) (129) 
10 458 

4,560 4,726 
Other changes I1 

(I AT DECEMBER 31 

Loans to group companles - short-term 
At January 1 

Additions / repayments 
Other changes 

2,533 1,587 

252 852 

AT DECEMBER 31 1 2,757 2,533 

TOTAL n 7,317 7,259 

1 
I1 
I1 

Receivables from qroup companies and other receivables have a 
rnaturity of less than one year. 

OTHER LOANS 

'I 
OTHER ASSETS 

Other assets include derivatives with positive fair values of 

EUR 309 million (2005: EUR 29 rnillion). I 
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Notes to the financial statements of AEGON N.V. Note 7 

................................................................................................ 
SHARE CAPITAL 

issued and outstandinq 2006 2005 I 
Common shares 195 192 

Preferred shares A 53 53 

Preferred shares B 7 6 

255 251 

~ Authorized 2006 2005 I 

Comrnon shares 360 

Preferred shares A 125 125 

Preferred shares B 125 125 

610 610 

360 I 

Par value in cents per share 2006 2005 

12 12 Cornrnon shares 

Preferred shares A 
Preferred shares B 

Vereniging AEGON. based in The Hague. hoids al1 of the issued 
preferred shares. 
Vereniging AEGON. in case of an issuance of shares by AEGON N.V., 

rnay purchase as many class B preferred shares as would enable 
Vereniqinq AEGON to prevent or correct dilution to below its actual 

percentaqe of votinq shares. Class B preferred shares wil1 then be 

issued at par value (EUR 0.25). unless a higher issue price is aqreed. 
In the years 2003 throuqh 2005 23,850.000 ciass B preferred 

shares were issued under these option riqhts. In 2006. Vereniging 

AEGON exercised its option riqhts to  purchase in aqqregate 
5,440,000 class B preferred shares at par value to  correct dilution 

(2:: caused by AEGON's stock dividend issuances durinq the year. 

'..'AEGON N.V. and Vereniging AEGON have entered int0 a preferred 

shares votinq riqhts agreement, pursuant to which Vereniqinq 
j..:.: 

-. : , I  AEGON has voluntarily waived its right t o  cast 25112 vote per ClaSS A 

~ or class B preferred share. Instead, Vereniqinq AEGON ha8 aqreed to 
';;i exercise one vote only per preferred share, except in the w e n t  of a 

. .  

,. ..' ... > 
I. 
. . I  

i ..I .. 

25 25 
25 25 

'special cause'. such as the acquisition of a 15% interest in AEGON 

N.V., a tender offer for AEGON N.V. shares or a proposed business 
combination by any person or qroup of persons, whether individually 

or as a qroup, other than in a transaction approved by the Executive 
Board and Supervisory Board. lf, in its sole discretion, Vereniqing 

AEGON determines that a 'special cause' ha8 occurred. Vereniging 
AEGON wil1 notify the General Meeting of Shareholders and retain its 

riqht to exercise the full votinq power of 25/12 vote per preferred 
share for a lirnited period of six months. 

in both 2001 and 2002, AEGON N.V. entered int0 total return swaps 

with Vereniging AEGON in order to hedqe the share option plan for 
each respective year. On April 15, 2005, these total return swaps 

were terrninated, resultinq in a positive impact on shareholders' 
equity of EUR 115 million. The amount ha8 been added to retained 

earninqs. 
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.............................. 
Number of common shares 

At January 1 

~ Share dividend 

AT DECEMBER 31 

The weiqhted averaqe number of EUR O12 c 

The shares repurchased by AEGON. althouq 

and outstandinq number of shares, are exclu 

of the weiqhted averaqe number of shares 

' was 1,578,630,768 (2005: 1,548.346.110). 

I adjusted for Share dividend. 

Share appreciation riqhts and share < 
For detailed information on share apprec 
options qranted to senior executives and o 

reler to note 4 0  on paqe 203 of the 

statements of the Group. 

................................................................ 
2006 2005 

1,598,976,674 1,552,685,053 
23,950,384 46,291,621 

1,622.927.058 1,598,976,674 

imon shares lor 2006 Board remuneration 

Detailed information on remuneration of active and retired members 

included in i he  issued of the Execuiive Board includinq their share option riqhts, 

,d from thecalculation remuneration of active and retired members of the Supervisory 

-he number has been Board alonq with information about shares held in AEGON by the 
members of the Boards is included on paqe 219 of the consolidated 

financial statements of the Group. 

tions 
ion riqhts and share 
?r AEGON employees. 

:onsolidated financial 
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Notes to  the financial statements of AEGON N.V. 0 Note 8 

................................................................................................. 
SHAREHOLDERS' EQUITY 

Share Paid- in- Retained Revaluation Other 
capital surplu~ earnings Net income account reserves Total 

2,256 2,308 (681) 14.875 A t  December 31, 2004 243 6,347 4,402 

Net income 2005 retained ~ 2,256 (2,256) - 
Net income 2006 2,732 ~ 2,732 

Total net income - - 2,256 476 - - 2,732 

Chanqes in foreiqn currency translation reserve ~ 1,515 1,515 

Transfer i0 leqal reserve (601 - 60 - - 

Other  comprehensive income - - (111) - 212 1.534 1,635 

Dividend common shares - - (193) - - - (193) 

Dividend preferred shares - - (79) 
~ - (79) 

Share dividend 6 (6) - - - - - 

Issuance of shares 2 ~ - 2 

Repurchased and sold own shares 220 (146) - - 74 

Coupons on perpetuals, net of tax - - (132) ~ - (132) 

- 
~ - - ~ 

~ - - ~ 

Changes in revaluation subsidiaries 4 - 152 - 156 I 
I 

- ~ 

~ ~ 

- - (55) ~ 19 (36) ~ Other 

I 

~ 

- - - 
~ - 

~ 

- - 362 ~ - 362 Other 

Changes in equ i t y  from relation 
w i t h  shareholders 8 214 (188) - - 34 

AT DECEMBER 31,2005 251 6,561 6,359 2.732 2,520 853 19,276 

~ 

- 

2,732 2.520 853 19,276 I At January 1, 2006 251 6.561 6,359 

Net income 2005 retained - - 2,732 (2,732) - - - 
- - - 2,789 - - 2.789 

TOTAL NET INCOME 2,732 57 - - 2,789 

Changes in foreiqn currency translation reserve - - - - 11.325) (1,3251 

.Transfer i0 leqal reserve (184) - 184 ~ ~ 

:'i -.:Other (15) - (66) (81) 

<., . , I OTHER COMPREHENSIVE INCOME - - (199) - (461) (1.391) (2,0511 

Net income 2006 
- - 

~ 

., ,Chanqes in revaluation subsidiaries - (645) - (645) I 
~ ~ - 
~ ~ 

, .  
. .  

- ~ - -" -. , 

. 1  ' . ., Dividend common shares 

-> Dividend preferred shares 
Share dividend 

issuance of shares 
Repurchased and sold OW? shares 

Couoons on oeroetuals. net of tax 

4 :.- 

- - - - ~ (3) Other (3) 

SHAREHOLOERS 4 (244) (637) - - - (8771 
CHANGES IN EOUITY FROM RELATION WiTH I 
AT DECEMBER 31,2006 255 6,317 8.255 2,789 2,059 1538) 19,137 
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................................................................................................... 
I1 
I1 

The revaluation account reflects the legal reserve for investments in 
qroup companies. 

The foreiqn currency translation reserve is the leqai reserve for 

currency differentes on non-euro subsidiaries and refers to 

accumulated translation differences amountinq to  EUR (565) million 

(2005: EUR 760 million). The amounts are released to the income 
statement upon the sale of the subsidiary. In case of a neqative 

balance, no distributions can be made Out of the retained earninqs 

On the balance sheet date AEGON N.V. and its subsidiaries held 

to the level of this neqative amount. 

40.809.710 of its own cornmon shares with a face value of EUR 0.12 
li 

each. Most of the shares have been purchased to hedqe stock 
ll 

appreciation riqhts and stock options qranted to executives and 
I1 

employees and to  neutralize the dilution effect of issued stock 
II 

dividend. Movements in the number of repurchased own shares held 

by AEGON N.V. were as follows: 

ll 
ll 
, 
I1 
I1 

I 

! 
2006 2005 

18,650,865 25232.494 I1 At January 1,2006 

Transactions in 2005: 
Purchase: one transaction on May 17, price EUR,9.85 

19,076,030 

(3.WO) 

3,821.645 

Sale: 31 transactions. averaqe price EUR 10.28 I 1 

I1 

~ (10,403,274) 

AT DECEMBER 31 I1 37,723,865 18,650,865 
I1 

AS part of their insurance and investment operations, subsidiaries 
within the Group als0 hold AEGON N.V. common shares. both lor  

their own account and for account of policyholders. These shares 

have been treated as treasury shares and dle included at their 

II 
li 

I 
consideration paid or received. ;I 

, 7  . ,  
,,. *.# 
, (:f.li ;.' 

1 
'I i . 

Number of shares Consideration Number of Shares Consideration i .  ' 
2006 2005 

, ,, 4 2  I:+? ~~ 

,..->,~:.:# : Held by AEGON N.V. 37,723.865 724 18,650,865 

Held by subsidiaries 3,085,845 63 4,664.065 103 .7 ..: 
l_l i ., , . 4 . , . 

545 7;: ; TOTAL AT DECEMBER 31 40,809,710 787 23,314,930 . 
, .  

The consideration for the related shares is de 
to  the paid-in-surplus. 

icted from or added 
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Notes to  the financial statements of AEGON N.V. Note 9 - 11 

............................................................................................. 
OTHER EOUITY INSTRUMENTS 

Junior perpetual Perpetual cumulatiw Share options 
capital recuritier rubordinated bonds nat vet exercised Totai 

At January I. 2005 1,352 1,517 - 2.869 

Instrument8 issued 1,457 - - 1,457 
Instruments redeemed (950) - (9501 

Share options qranted 3 3 
AT DECEMBER 31,2005 2,809 567 3 3,379 

At January I. 2006 2.809 567 3 3,379 I 

~ 

~ ~ 

I instrument8 issued 638 ~ ~ 638 

Instruments redeemed - - 13 

Deferred tax 2 2 

AT DECEMBER 31,2006 3,447 567 18 4,032 

l3 I - - 

Coupon date: Year Of 

Junior perpetual capital securities Coupon rate quarterly. as of first cal1 2006 2005 

USD 500 miilion 6.5% March 15 2010 424 424 

USD 250 million floating LiûOR rate March 15 2010 212 212 

I USD 550 miilion 6.875% September 15 2011 438 ~ 

EUR 200 million 6% July 21 2011 200 - 
EUR 950 million fioating CMT rate January 15 2014 950 950 
USD 500 million floating CMS rate Januaty 15 2014 402 402 

USD 1 billion 6.375% March 15 2015 821 82 1 

TOTAL JUNIOR PERPETUAL CAPITAL SECURITIES 3,447 2,809 

The coupon of the USO 250 miilion junior perpetuai capital 

securities, callable in 2010. is based on the yield of three-month 

LIBOR plus an additional spread of 87.5 basis points. The coupon wil1 
be reset each quarter based on the then prevailinq three-month 

LIüOR yieid, with a minimum of 4%. The coupon of the euro junior 

perpetual capital securities is based on the yield of ten-year Dutch 
qovernment bonds ('CMT'I plus an additional spread of ten basis 

points. The coupon wiii be reset each quarter based on the then 
prevailinq ten-year Dutch government bond yield. with a maximum 

of 8%. The coupon of the USD 500 million junior perpetual capital 
securities. callable in 2014. is based on the yield of ten-year US dollar 

interest rate swaps ('CMS'I, with an additional spread of ten basis 

.., ~, 

! 

ZA.',' 

i' i 

I..? .. ,.2 
r.-., 

i,' points. 
.., 

The coupon is reset each quarter based on the then prevailinq ten- 

year US dollar interest rate swap yield, with a maximum of 8.5%. The 
interest rate exposure on some of these securities ha8 been 

swapped. usinq derivatives. t o  three-month LiBOR yield. 

The securities have been issued at par. The securities have 
subordination provisions and rank junior t o  al1 other liabilities. The 

conditions of the securities contain certain provisions for optional 
and required coupon paymeiil deler ral. Althouqh the securities have 

no stated maturity, AEGON ha8 the riqht to cali the securities for 

redemption at par for the first time on the coupon date in the years 

as specified. or on any coupon payment date thereafter. 
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Perpetual cumulative subordinated bol 

EUR 114 million 

EUR 136 million 

EUR 203 million 
EUR 114 million I 

TOTAL PERPETUAL CUMULATIVE 
SUBORDINATED BONDS 

' Issued a l  an interest rate of 8%. Which was rese 

The coupon for the EUR 114 miliion 8 %  bi 

June 8, 2005. As of this date, the coupon i' 
The coupon for the EUR 136 million 7.25% t 
October 14, 2008, while the coupon for thi 

bonds is  set at 7.125% until March 4, 2011. 

every consecutive period of ten years. the 

the then prevailinq effective yield of i 

qovernment securities and 0.85%. 

BORROWINGS 

Remaininq terms Iess than 1 year 
Remaining t e r m  I - 5 years 

Remaininq t e r m  5 - 10 years 
Remaininq t e r m  over 10 years 

TOTAL BORROWINGS 

The repayment periods of borrowinqs var 

year up to a maximum of 25 years. The 
2.745 to 9.375% per annum. 

The market value of the long-term liabiliti 

million (2005: EUR 2,712 million). 

CURRENT LIABILITIES 

Amounts owed to credit institutions, loans 

payables to qroup companies have a matui 
Other payables includes derivatives wit i  

EUR 186 million (2005: EUR 70 million) a i  

EUR 159 miilion (2005: EUR 208 million). 

................................................................. 
Coupon date: w a r  Of 

CO"P0" rate quarter1y. as Of first cal1 2006 2005 

7 625% July 10 2008 114 114 

7.25% Oclober 14 2008 136 136 

7 125% March 4 2011 203 . 203 
4 156% June 8 2015 1 i4 114 

567 567 

Jvne 2005. 

s was set at 8 %  until The coupon of the EUR 114 million with an interest rate of 7.625% 

t at 4.156% until 2015. is fixed. 

ds is set at 7.25% until The bonds have the Same subordination provisions as dated 

UR 203 million 7.125% subordinated debt. In addition, the conditions of the bonds contain 

these dates, and after provisions for interest deferral and for the availability of principal 

upons wil1 be reset at amounts to meet losses. Althouqh the bonds have no stated 

?. to ten-year Dutch maturity, AEGON has the riqht to cal1 the bonds for redemption at 

par for the first time on the coupon date in the years as specified. 

- 2006 2005 

26 - 

1,034 1,033 
1,053 1.148 

446 445 

2,559 2,626 

rom in excess of one 

erest rates vary from 

amounts to EUR 2,603 

Bm qroup companies and 

I of less than one year. 
ieqative fair values of 

income tax payable for 
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Notes to the financial statements of AEGON N.V. 0 Note 12 - 13 

.......................................................................................... I 

Commitments and continqencies 

AEGON N.V. ha8 entered into a net worth maintenance aqreement 

with its indirect subsidiary AEGON Financial Assurance Ireland Limited 

(AFA). pursuant to which AEGON N.V. wil1 cause AFA to  have a 

tanqible net worth of at least 3 %  of its total liabilities under financial 

quaranty policies which i t  issues up to a maximum of EUR 3 billion. 

AEGON N.V. has quaranteed and is severally liable for the followinq: 

0 Due and punctual payment of payables due under letter of credit 

aqreements applied for by AEGON N.V. as co-applicant with its 

subsidiary companies AEGON USA, Inc., Commonwealth General 
Corporation and Transamerica Corporation (EUR 2,528 million). 

At December 31,2006. there were no amounts due and payable. 

8 Due and punctual payment of payables by the consolidated 

qroup companies AEGON Fundinq Corp.. Commonwealth General 

Corporation. Transamerica Corporation and Transamerica 

Finance Corp. with respect t o  bonds. capital trust pass-throuqh 

securities and notes issued under commercial paper proqrams 

(EUR1.025 million). as wel1 as payables with respect to a derivative 
transaction of Transamerica Corporation (EUR 744 million). 

0 Due and punctual payment of any amounts owned to  third parties 

by the consolidated qroup company AEGON Derivatives N.V. in 

connèction with derivative transactions. AEGON Derivatives N.V. 

only enters int0 derivative transactions with counterparties with 
which ISDA master nettinq aqreements includinq collateral 

support annex aqreements have been agreed: net (credit) 

exposure on derivative transactions with these counterparties 
was therefore minimal as at December 31.2006. 

NUMBER OF EMPLOYEES 

Other than the Executive Board. there were no employees employed 
by AEGON N.V. in either 2006 or 2005. 

.= EVENTS AFTER THE BALANCE SHEET DATE 

:;On January 19.2007 AEGON announced the siqninq of a memorandum 
of understandinq with Banca Transilvania to  jointly develop and 

'operate a mandatory pension company in Romania. The 50150 joint 

venture company w i l  be established in the summer of 2007 in 
ii,:, .anticipation of introduction of a mandatory pension system in 

&mania, expected by early 2008. In addition AEGON wil1 establish a 
tjlfe insurance company in Romania that wil1 enter into a distribution 

caqreement with Banca Transilvania to sell co-branded products 
throuqh the banvs branch network. 

';i? 

,... 
* , i  

... 

On January 25, 2007 AEGON N.V. and Sony Life Insurance Co.. Ltd. 

announced their intention to  establish a life insurance company in 

Japan. The 50150 joint venture wil1 develop annuity products, 
initially focusinq on variable annuity products that wil1 be distributed 

thouqh Sony Life's Lifplannerm channel as wel1 as throuqh bank8 an 

other financial institutions. The partnership between AEGON and 

Sony Life is expected to  be operational in early 2008. subject t o  final 

agreement and requlatory licensinq and approval. 

On January 29, 2007 AEGON announced that i t  successfuily 

completed a transaction involvinq a private Value of in-force (ViF) 

securitization by AEGON UK, enablinq AEGON UK to monetize a 
portion of future profits associated with an existinq book of unit- 

linked business. The securitization wil1 add around EUR 134 million 

(GBP 90 million) t o  the total core capital of AEGON. The capital 

created by the transaction wiil be used by AEGON UK to  return 

capital to the Group. These transactions provide the company 

with flexible solutions that help manage reserves and capital in a 

cost efficient manner. AEGON wil1 continue to  explore further 
opportunities for securitizations and structured financinq as part 

of its onqoinq commitment to efficiently manage capital and 
reserve needs. 

On March 7, 2007. AEGON announced the expiration of its tender 

offer to purchase al1 the outstandinq shares of Clark. Inc. (Clark) 
common stock at USD 17.21 per share. Based on preliminary 

information. the shares tendered, toqether with the shares already 
owned by AEGON, represent approximately 94% of the outstandinq 

shares of Clark. AEGON intends to complete this transaction as 8000 

as practical. Reference is made to note 49 of the consolidated 

financial statements of the Group. 

The Haque, March 7,2007 

SUPERVISORY BOARD 

D.G. Eustace 

O.J. Olcay 
I.W. Bailey, II 

R. Dahan 

S .  Levy 

i. Rembe 
W.F.C. Stevens 

K.J. Storm 
L.M. van Wijk 

EXECUTIVE BOARD 

D.J. Shepard 

J.B.M. Streppel 
A.R. Wvnaendts 

236 I AEGON ANNUAL REPORT 2006 



I Other information 

PROPOSAL FOR PROFIT APPROPRIATION 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

!! 
Appropriation of profit wil1 be determined i n  accordance with the 
articles 31 and 32 of the Articles of Incorporation o1 AEGON N.V. The 

relevant provisions read as follows: 

I. The General Meeting of Shareholders shall adopt the annual 

accounts. 

2. If the adopted profit and loss account shows a profit, the 
Supervisory Board may decide, upon the proposal of the 

Executive Board. to set aside part of thy, profit to augment andi  

or form reserves. 
3. From the net profit as reflected in the profit and los8 account. ii 

it is sufficient t o  this end after a part of the proiit has been set 

aside for auqmentinq andior forrning reserves in accordance 
with 2. first of al1 the holders of prelerred shares shail receive. 

on the arnount paid on their preierred shares, a dividend the 
percentaqe of which. on an annual basis, shall be equal t o  the 

European Central Bank8 fixed interest percentage for basic 

refinancinq transactions, to be increased by 1.75 percentage 
points, al1 appiicable to the first trahing day on Euronext 

Amsterdam in the financial year to which the dividend relates. 
Apart from this. no other dividend is t o  be paid on the 

preferred shares. 
4. The proiits remaininq after application of the above shall be put 

at the disposal of the General Meeting o1 Shareholders. The 
Executive Board. subject to the approval of the Supervisory 

Board. shall make a proposal for that purpose. A proposal to pay 

a dividend shall be dealt with as a separate agenda item at the 

5. The Executive Board may. subject t o  the approvai o i  the 

Supervisory Board, make one 01 more interim distributions to 
the holders of comrnon shares andlor to the holders of preferred 
shares, the latter subject to the maximujr dividend amount set 

forth under 3. 
6. The Executive Board may. subject t o  the approval of the 

Supervisory Board. decide that a distribution on common shares 

shall not take place as a cash payment but as a payment in 
common shares, or decide that holders of common shares shall 

1 
I 
I1 
11 

u 
I1 

1 

1 

ll 

11 

11 

ll 

ll 
I1 

!I 
1 

I1 

I1 
I1 

General Meeting of Shareholders. ~i 
I1 

I1 

11 

~l 
11 

I1 

n 

... < ................................................ 
have the option to receive a distribution as a cash payment andl  

or as a payment in cornmon shares, in al1 cases out of the profit 

andlor a t  the expense of reserves. Subject t o  the approval of the 
Supervisory Board. the Executive Board shall als0 determine the 

conditions applicable to the aiorementioned choices. 
7. The company's policy on reserves and dividends shall be 

determined and can be amended by the Supervisory Board. upon 

the proposal of the Executive Board. The adoption and thereaiter 

each amendment of the policy on reserves and dividends shall 

be discussed and accounted for at the General Meeting of 
Shareholders under a separate agenda item. 

It is proposed to  the annual General Meeting of Shareholders on 

April 25, 2007. to  pay a dividend for the year 2006 of EUR 0.55 per 
common share of EUR 0.12 par value which. after takinq int0 account 

the EUR 0.24 interim dividend, leads to a i inal dividend of EUR 0.31 
per cornmon share. It is also proposed that the final dividend wil1 

be made avaiiable entireiy in cash or entirely in shares, at the 
election of the shareholder. The value of the stock dividend wil1 be 

approximately 5% lower than the value of the cash dividend and wil1 
be paid out of the paid-in surplus fund. Shareholders can elect to 

receive a dividend in cash or in shares up to  and includinq 

May 16.2007. 
In order to reflect the prevailing market price of AEGON N.V. c?mmon 

shares iully within the indication provided, the number o i  dividend 

coupons that qives entitlement t o a  new common share of EUR 0.12 

wili be determined on May 16, 2007. aiter 5:30 p.m., based on the 
averaqe share price quoted by Euronext Amsterdam in the five 

tradinq days i rom May 10. 2007 up to  and including May 16. 2007. 

In accordance with article 32, paragraph 3 of the Articles o i  

Incorporation. a cash dividend equal to 4% o1 the amount paid on 
the preferred shares wil1 be distributed. 

Upon approval of this proposal, profit wil1 be appropriated as follows: 

Interim dividend on common shares (cash p&tion) 
Final dividend on common shares 

208 102 -.::j I 

491 362 
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Other inforrnation 

MAJOR SHAREHOLDERS 

................................................ .............................................. 

VERENIGING AEGON 

Vereniging AEGON is the continuation of.the forrner mutual insurer 
AGO. In 1978. AG0 demutualized and Vereniqinq AG0 became the 

only shareholder of AG0 Holdinq N.V.. which was the holding 

company for its insurance operations. In 1983, AG0 Holding N.V. and 

Ennia N.V. merqed int0 AEGON N.V. Vereniging AG0 initially received 

approximately 49% of the common shares (which was reduced 

qradually to less than 40%) and al1 of the preferred shares in AEGON 

N.V., qivinq it votinq majority in AEGON N.V. At that time Vereniging 

AG0 chanqed its name into Vereniqinq AEGON. 

The objective of Vereniqinq AEGON is the baianced representation of 

the interest8 of AEGON N.V. and al1 of its stakeholders. includinq 

shareholders. AEGON Group companies, insured parties, empioyees 
and other relations of the companies. 

In accordance with the 1983 Merqer Agreement. Vereniging AEGON 

had certain option riqhts on preferred shares to prevent dilution of 
votinq power as a result of share issuances by AEGON N.V. This 

enabled Vereniging AEGON to rnaintain votinq controi a t  the General 

Meeting of Shareholders of AEGON N.V. In September 2002, AEGON 

N.V. effected a non-dilutive capital restructurinq whereby Vereniqinq 
AEGON sold 350,000,000 of its common shares, of which 

143,600.000 cornmon shares were sold directly by Vereniging 
AEGON. in a secondary offering outside the United States and 

206,400,000 common shares were purchased by AEGON N.V. from 
Vereniging AEGON. AEGON N.V. subsequently soid these common 

shares in a qlobal offering. The purchase price for the 206,400,000 

common shares soid by Vereniging AEGON to  AEGON N.V. was 
EUR 2,064,000,000, which amount Vereniqinq AEGON contributed 

as additional paid-in capital on the existinq AEGON N.V. preferred 

shares, al1 held by Vereniging AEGON. As a result of these 

transactions. Vereniging AEGON's beneficial ownership interest in 
AEGON N.V.'S cornmon shares decreased frorn approximately 37% 
tqapproximately 12% and its beneficial ownership interest in AEGON 

N.V.% votinq. shares (excludinq issued common shares held in 

treasury by AEGON N.V.) decreased frorn approximateiy 52% to  
a$roxirnateiy 33%. 

09 May 9, 2003, AEGON's shareholders approved certain changes to 

AEGON's corporate qovernance structure and AEGON's relationship 

wlth Vereniqinq AEGON in an extraordinary General Meetinq of 

Slïäreholders. AEGON's Articles of Incorporation were subsequently 

am-ended on May 26,2003. 

I 

I 

, ..-: 

The relationship between Vereniqinq AEGON and AEGON N.V. was 

chanqed as follows: 
The 440,000,000 preferred shares with nominal value of 

EUR 0.12 held by Vereniging AEGON were converted int0 

211,680,000 new class A preferred shares with nominal value of 

EUR 0.25 and the paid-in capital on the preferred shares was 

increased by EUR 120.000 to EUR 52,920,000, The votinq riqhts 

pertaininq to the new preferred shares (the class A preferred 

shares as weli as the class B preferred shares which may be 

issued to Vereniqinq AEGON under the option agreement as 

described in the foilowinq sections) were adjusted accordinqly to 

25/12 vote per preferred share. 
AEGON N.V. and Vereniqinq AEGON have entered into a preferred 

shares votinq riqhts agreement, pursuant to which Vereniging 

AEGON has voluntarily waived its riqht to cast 25/12 vote per 

class A or class B preferred share. Instead. Vereniging AEGON 

has aqreed to exercise one vote only per preferred share, except 
in the event of a 'special cause', such as the acquisition of a 15% 

interest in AEGON N.V.. a tender offer for AEGON N.V. shares or a 
proposed business combination by any person or qroup of 

persons whether individually or as a qroup, other than in a 

transaction approved by the Executive Board and the 

Supervisory Board. li. in its sole discretion, Vereniqinq AEGON 
determines that a 'special cause' has occurred. Vereniging 

AEGON wil1 notify the General Meeting of Shareholders and 

retain its riqht to exercise the fuII votinq power of 25/12 vote per 

preferred share for a limited period of six months. 
AEGON N.V. and Vereniging AEGON have amended the option 

arranqements under the 1983 Merqer Aqreement. Under the 
amended option arranqements Vereniging AEGON. in case of an 

issuance of shares by AEGON N.V., may purchase as many ClaSS 

B preferred shares as would enable Vereniging AEGON to 

prevent or correct dilution to below its actual percentage 

of votinq shares. Class B preferred shares wil1 then be issued 

at par value (EUR 0.25). unless a higher issue price is aqreed. 

In the years 2003 throuqh 2005 23,850.000 class B preferred 
shares were issued under these option riqhts. In 2006, 

Vereniqinq AEGON exercised its option riqhts to purchase in 
aqqreqate 5,440,000 class B preferred shares at par vaiue to 

correct dilution caused by AEGON's stock dividend issuances 

durinq the year. 

8 
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I 

Development of shareholdinq in AEGON N.V. Comman Preferred A Preferred B 

At January I ,  2006 li 171,974,055 21 1,680,000 23,850,000 I I 
Exercise option right Preferred B shares 11 - - 5,440,000 

1 AT DECEMBER 31,2006 I1 171,974,055 211,680,000 29,290,000 

Accordingly, under normal circumstances the votinq power of 

Vereniging AEGON, based on the number of outstandinq and votinq 

shares íexcluding issued common shares held in tteasury by AEGON N.V.) 

at December 31.2006, amounts to approximately 22.61%. In the event 
of a 'special cause', Vereniging AEGON's voting rights wil1 increase. 

currently to 32.29%. for up to six months per 3deciai cause'. 

At December 31, 2006, the General Meeting of Members of 
Vereniginq AEGON consisted of eighteen members. The majority of 

the votinq riqhts is with the sixteen memberslnot beinq employees 

or former employees of AEGON N.V. or one of the AEGON qroup 

companies. nor current or former mernbers of the Supervisory Board 
or the Executive Board of AEGON N.V. The two other mernbers are 

both eiected by the General Meeting of Members of Vereniging 
AEGON from amonq the members of the Executive Board of AEGON N.V. 

Vereniging AEGON has an Executive Committee consisting of seven 

members. five of whom. including the chairman and the vice- 
chairrnan, are not nor have ever been, related to AEGON. The other 

two members are also members of the Executive Board of AEGON 

I1 1 
I, 

r 

I1 

I! 

ll 
11 

11 

I, 

N.V. Resolutions of the Executive Committee, other than with reqard 

to amendment of the Articles of Association. are made with an 

absolute majority of the votes. When a vote in the Executive 

Comrnittee results in a tie, the General Meeting of Members ha8 the 
decidinq vote. With reqards to the amendment of the Articles of 

Association of Vereniging AEGON, a special procedure is in place to 

provide for the need of a unanimous proposal from the Executive 
Committee, thereby includinq the consent of the representatives of 

AEGON N.V. at the Executive Committee. Followinq the amendment 

of the Articles of Association as effected on September 13. 2005, 

this requirement does not apply in the event of a hostile change of 
control at the Generai Meeting of Shareholders of AEGON N.V., in 

which event Vereniging AEGON may amend its Articles of 
Incorporation without the cooperation of AEGON N.V. 

OTHERMAJORSHAREHOLDERS 

Based on publicly available information there are no other major 

shareholders exceedinq 5 %  participation. 

.. 
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AUDITOR'S REPORT 
To: The Supervisory Board and the Executive Board of AEGON N.V. 

................................................ 
REPORT ON THE COMPANY FINANCIAL STATEMENTS 

We have audited the accompanyinq company financial statements 
for the year 2006 (as set out on pages 225 to 239) which are part of 

the financial statements of AEGON N.V.. The Haque. which comprise 

the balance sheet as at December, 31 2006. the income statement 
for the year then ended and the notes. 

Manaqement's responsibility 

Management of the company is responsible for the preparation and 

fair presentation of the company financial statements and for the 

preparation of the Report of the Executive Board, both in accordance 

with Part 9 of Book 2 of the Netherlands Civil Code. This responsibility 

includes: designing. implementing and maintaining internal control 
relevant to the preparation and fair presentation of the company 

financial statements that are free from material misstatement. 
whether due to fraud or error: selectinq and applying appropriate 

accounting policies: and makinq accounting estimates that are 

reasonable in the circumstances. 

I 

Auditors' responsibllity 

Our responsibility is to express an opinion on the company financial 

statements based on our audit. We conducted our audit in 
accordance with Dutch law. This law requires that we comply with 

ethica1 requirements and plan and perform the audit to obtain 
reasonable assurance whether the company financial statements are 

free from material misstatement. 

An audit involves performinq procedures to obtain audit evidence 

about the amounts and disclosures in the company financial 
statements. The procedures seiected depend on the auditors' 

judgment. includinq the assessment of the risks of material 

misstatement of the company financial statements, whether due to  

........................................... 
fraud or error. In makinq those risk assessments, the auditor 

considers internal controi relevant t o  the entity's preparation and 
fair presentation of the company financial statements in order to 

design audit procedures that are appropriate in the circumstances. 

but not for the purpose of expressing an opinion on the effectiveness 

of the entity's internal control. An audit als0 includes evaluatinq the 

appropriateness of accounting policies used and the reasonableness 

of accounting estimates made by management, as weli as evaluating 

the overall presentation of the company financial statements. 

We believe that the audit evidence we have obtained is sufficient and 

appropriate to provide a basis for our audit opinion. 

Opinion 

In our opinion. the company financial statements give a true and fair 

view of the financial position of AEGON N.V. as at December, 31 2006. 

and of its result for the year then ended in accordance with Part 9 of 

Book 2 of the Netherlands Civil Code. 

REPORT ON OTHER LEGAL AND REGULATORY 

REOUIREMENTS 

Pursuant to the legal requirement under 2:393 sub 5 part e of the 

Netherlands Civil Code, we report, to the extent of our competence. 

that the Report of the Executive Board is consistent with the 
company financial statements as required by 2:391 sub 4 of the 

Netherlands Civil Code. 

The Hague, March 7.2007 

FOR ERNST h YOUNG ACCOUNTANTS 

was signed by A.F.J. van Overmeire 

.. 
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1 Additional information 

QUARTERLY RESULTS 

A t  At  At At  
Mar. 31 Jun. 30 Sept.30 Dec. 31 

................................................................................................ 
I1 

2006 11 2005 
I1 

First Second Third Fourth Total First Second Third Fourth Total 
quarter quartet quarter quarter yes: AmOUnh in EUR millionr quarter w a r t e r  quarter quarter vear 

11 By product seqment 

125 241 233 224 824 Traditional life 156 182 230 222 790 
60 14 90 79 243 Life for account of policyholders 320 127 74 93 614 
55 113 119 138 425 Fixedannuities 106 125 78 124 433 
30 (32) 33 99 130 Variable annuities 82 56 41 82 261 
64 62 85 69 280 institutional guaranteed products 80 58 48 89 275 

32 (9) (10) 33 Fee - off balance sheet products 14 14 14 33 75 20 
29 21 30 25 105 Reinsurance 55 42 26 40 163 

87 96 74 67 324 Accident and health insurance 79 107 105 78 369 

I1 

1 8  

I1 

1 

I1 

17 18 10 10 55, General insurance 11 23 13 8 55 

7 11 15 Bankinq activities 4 12 14 5 35 7 (10) 

O (1) 1 (6)  (6) Other (1) 1 ~ - 
(64) (79) (74) (63) (28QÌ interest charges and other (80) (65) (58) (39) (242) 

I1 

I1 
- 

430 475 599 643 2,147 Operatlnq earnlnqs before tax 827 680 586 735 2.828 
307 508 201 141 1,157, Gains/(iosses) on investments (32) 150 348 3 469 
(101 21 8 (5) 11' Impairment charqes 6 (311 (231 23 (251 
204 27 22 24 27711 Other non-operating income/(charqes) 38 (29) 39 38 86 

ii 

11 

I At At  A t  A t  
Mar. 31 Jun. 30 sept. 30 ~ e c .  31 

3 11 (2) 8 20~ Share in profit/(loss) of associates 

934 1,042 828 811 3.6151 Incorne before tax 

6 7 6 13 32 
845 777 956 812 3,390 
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Additional inforrnation 

CORPORATE AND SHAREHOLDER INFORMATION 

.............................................................................................. 
CONTACTS 

HEADQUARTERS 

AEGON N.V. 

AEGONplein 50 

2501 C8 The Haque 

The Netherlands 

Telephone: 

www.aeqon.com 

P.O. BOX a5 

+ 31 70 344 32 10 

GROUP CORPORATE AFFAIRS 6 INVESTOR RELATIONS 

AEGON N.V. 

P.O. BOX 85 

2501 C8 The Haque 

The Netherlands 

E-mail: qca-ir@aeqon.com 

MEDIA 

Telephone: + 31 70 344 8344 

Fax: + 31 70 344 a 4  45 

ANALYSTS AND INVESTORS 

Telephone: 
Fax: 

+ 31 70 344 a3 05 

+ 31 70 344 a 4  45 

AEGON USA, INC. 

1111, North Charles Street 

Baltimore. MD 21201-5574 
United States of Arnerica 

MEDIA 
Telephone: 
Fax: 

+ 1410 576 45 26 
+ 1410 347 8 6  85 

ANALYSTS AND INVESTORS 

Toii free: + 1 877 548 9 6  68 (USA only) 

Telephone: + 1 410 576 45 77 

Fax: + 1410 347 8 6  85 
E-mail: ir@aeqonusa.com 
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Additional information 

GLOSSARY 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . a  #I 

I Acqulsiiion date is the date on which the acqulrer effectively 

obtains control of the acquiree. In most cases this includes at least 
the transfer of risks and rewards related to the acquired business or 

assetslliabiiities. 

Actuarial qalns and losses relate to the accounting for post- 

employment benefit plans. They comprise th'e effects of experience 
adjustments and chanqes in assumptions used to determine the cost 

I1 
I1 

I1 
I1 

I1 

of a plan. I1 
11 

Arnorilzed cost is the amount at which the financial asset or liability 

is measured at initial recoqnition minus priicipal repayments. plus 

or minus the cumulative amortization usinq the effective interest 

rate methad of any difference between t h a i ~  initial amount and the 
maturity amount and minus any reduction (directly or throuqh the 

use of an allowance account) for impairment or uncollectability. 

Assets held by lonq-term employee benefli funds are part of plan 
assets. These are assets (other than non-transferable financial 

instruments issued by the reportinq entity) ttiat: 
Are held by an entity that is leqally separate from the reportinq 

entity and exists solely to pay or fund employee benefits; and 

Are available to be used only to pay or fund employee benefits 

and are not available to the reportinq entity3 own creditors. 

Bifurcation is the measurement and presentation of embedded 

derivatives separate from the host contracts, as if they were stand- 
alone derivative financial instruments. 

I1 

ll 

1 
li 

I1 

I1 
1, 

s 

I 
i1 

1 Binomlal option prlclnq model uses a binomial lattice that 

represents possible paths that miqht be followed by the underlyinq 
asset's price over the life of the option. for a qiven number of time 

U 
steps between valuation date and option expiration. Each node in the 

ll 
lattice represents a possible price of the underlyinq asset, at a 

particular point in time. The valuation proces8 IS iterative; i t  starts at 
each final node and then works backwards throuqh the lattice to the 

first node. which is the valuation date, where the calculated result is 

the value of the option. 

Business combinaiion is the brinqinq toqether of separate entities 

or operations of entities int0 one reportinq entity. This can be 
realized throuqh a purchase transaction or by means of a merqer. A 
business combination involvinq entities (05 operations of entities) 

under common control is a business combir('ati0n in which al1 of the 

combininq entities (or operations of ehtities) ultimately are 
controlled by the Same party or parties both before and after the 

combination, and that control is  not transitory. 

I1 

11 

1 1 . .  . .  

I1 

'I 

11 

ll 

I1 

II 

! 

................................................ 
Capitalization is the recoqnition of a cost as part of the cost of an 

asset on the balance sheet. 

Cash qeneratlnq unit i s  the smallest identifiable qroup of assets 
that generates cash inflows that are larqely independent of the cash 

inflows from other assets or qroups of assets. 

Cedant is the policyholder under a reinsurance contract. 

Claims settlement expenses are costs incurred in settlinq a claim. 
These costs include internal administration and payout costs. but 

also such items as attorney's fee8 and investigation expenses. 

Collaieral is an asset pledqed by a borrower to secure a loan and is 
subiect to seizure in the case of default. 

Compound financial Insirumenis are financial instruments that. 

from the issuer's perspective. contain both a liability and an equity 

element. 

Consiructive obliqatlon is an obligation that derives from an 

entity's actions whereby an established pattern of past practice. 

published poiicies or a sufficiently specific current statement, the 
entity has indicated to other parties that it w i l  accept certain 

responsibilities. and as a result. the entity has created a valid 

expectation on the part of those other parties that i t  wil1 discharqe 

those responsibilities. 

Credit risk is the risk that one party to a financial instrument wil1 
fail to discharqe an obliqation and cause the other party to incur a 

financial loss. 

Currency risk is a market risk, namely the risk that the value ofsa? 
financial instrument wil1 fluctuate due to changes in foreiqk? 

, !;& 
qpf! 

. .  
exchange rates. 1 )  

i ,, 

Deferred tax assets are amounts of income taxes recoverable in! 
future periods in respect of deductible temporary differences; th@J 

carryforward of unused tax losses; and the carryforward of unuseá3 
,@.# tax credits. :..I 
*.*.i ..,i 

, ..I 

Deferred iax liabilities are amounts of income taxes payable in 

future periods in respect of taxable temporary differences. 

Defined benefit obliqation is the present value. without deductinq 
any plan assets, of expected future payments required to settle the 

obliqation resultinq from employee service in the current and prior 

periods. 
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I............................................... ............................................. 
I 

Defined benefit plans are post-employment benefit plans other than 

defined contribution plans. 

Defined contribution plans are post-employment benefit plans 

under which an entity pays fixed contributions into a separate entity 

(a fund) and wil1 have no leqal or constructive obliqation to pay 

further contributions if the fund does not hold sufficient assets to 
pay al1 employee benefits relatinq to employee service in the current 

and prior periods. 

! 

Deposit accountinq method includes amounts charqed and paid to 
customers directly int0 the financial liability and not throuqh the 

income statement as premium income and claims. 

Derecoqnltion is the removal of a previously recognized asset or 

financiai liabiiity from an entity's baiance sheet. 

Derivatives are financial instruments whose value chanqes in 
response to an underlyinq variabie. that require iittie or no net initia1 

investment and are settled at a future date. 

Discretionary participation feature is a contractual riqht to receive, 

as a supplement to quaranteed benefits. additionai benefits: 
That are likely to be a significant portion of the totai contractuai 

benefits; 

Whose amount or timing is contractually at the discretion of the 
issuer; and 

That are contractually based on: 

8 

The performance of a specified pool of contracts or a 

specified type of contract; 
Realized andlor unrealized investment returns on a specified 

pool of assets held by the issuer; or 
The profit or loss of the company, fund or other entity that 

issues the contract. 

. 
_" 

' & l .  
.~ ._. ~ 

.- ....., 
Effective interest rate rnethod is a method of calculatinq the 
amortired cost of a financial asset or iiability and of ailocatinq the 

ihterest income or expense over the relevant period. The effective 

inièrest rate is the rate that exactly discounts estimated future cash 

$i iments or receipts throuqh the expected life of the financial 
,,". 
instrument or, when appropriate, a shorter period to the net carryinq 

amount of the financial asset or liabiiity. 

-.I 

Embedded derivative is a component of a hybrid instrument that 

also includes a non-derivative host contract, with the effect that 
some of the cash flows of the combined instrument vary in a way 

similar to a derivative. 

Equity instrurnents are financial instruments issued by the Group 

that are classified as equity if they evidence a residual interest in the 

assets of the Group after deducting ai1 of its liabilities. 

Equity method is a method of accounting whereby the investment is 

initialiy recognized at cost and adjusted thereafter for the post- 

acquisition change in the investor's share of net assets of the 
investee. The profit or los8 of the investor includes the investor's 

share of the profit or Ioss of the investee. 

Exchanqe differences are differences resultinq from translating a 

qiven number of units of one currency int0 another currency at 

different exchanqe rates. 

Finance lease is  a lease that transfers substantially ali the risks and 

rewards incident to ownership of an asset. 

Financial asset is any asset that is: 
8 Cash: 

An equity instrument of another entity: 

A contractuai riqht to receive cash or another financiai asset 
from another entity or to exchange financiai instruments with 

another party under conditions that are potentially favorable; or 

A contract that wil1 or may be settled in the entity's own equity 

instruments and is 
. A non-derivative for which the entity is  or may be obliqed to 

receive a variable number of the entity's own equity 
instruments; or 

A derivative that wilt or may be settled other than by the 

exchange of a fixed amount of cash or another financiai 

asset for a fixed number of the entity's own equity 
instruments. 

8 

. 

Financial instrument is any contract that qives rise to both a 
financiai asset of one entity and a financial liability or equity 

instrument of another entity. 
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future date or dates. 

I 

Guaranteed benefits are payments or other benefits to which a 

particular policyholder or investor has an unconditionai riqht that is 

not subiect to the contractual discretion of the issuer. 

Hedqe effectiveness is the deqree to which changes in the fair value 

or cash flows of the hedqed item that are attributable to a hedged 
risk are offset by changes in the fair value or cash flows of the 

hedqinq instrument. 

Incrementai cost is one that would not have been incurred if the 
entity had not acquired. issued or disposed of a financial instrument. 

Insurance asset is an insurer's contractual riqht under an insurance 
contract. 

Insurance contract is a contract under which one party (the insurer) 

accepts significant insurance risk from another party (the 
policyholder) by aqreeinq to compensate the policyholder i f  a 

specified uncertain future event (the insured event) adversely affects 
the poiicyholder. 

Insurance liabiiity is an insurer's contractual obliqation under an 
insurance contract. 

Insurance risk is a risk, other than financial risk, transferred from 

the holder of a contract to the issuer. 

Joint control is the contractually aqreed sharinq of control over an 

economic activity. which exists when the strateqic and operatinq 
decisions relatinq to the activity require the unanimous consent of 

the parties sharinq control. 

Liability adequacy testinq is an assessment of whether the carryinq:+:, 

amount of an insurance liabiiity needs to be increased (or thê~-:'!_; 
carryinq amount of related deferred acquisition costs or reiated c:?. , 
intanqible assets decreased) based on a review of future cash flows.,;; 

i. 1 
I 1  

Liquidity risk is the risk that an entity wil1 encounter difficulty ir+d,...,, 
raisinq funds to meet commitments associated with financiaC3::-,: 

! 

instruments. <T:;,, 
*..I._! 
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!.I 

Master nettinq aqreement is an aqreement providinq lor  an entity 

that undertakes a number of financial instrument transactions with 

a single counterparty to make a single net settlement of al1 financial 

instruments covered by the agreement in the event of default on. ar 

termination of, any contract. 

Minority interests are that portion of the profit or 108s and net 

assets of a subsidiary attributable to equity interests that are nat 

owned. directly ar indirectly throuqh subsidiaries, by the parent. 

Monetary items are units of currency held and assets and liabilities 

to be received ar paid in a fixed ar determinable number of units of 
currency. 

Onerous contracts are contracts in which the unavoidable costs of 

meeting the obliqations under the contract exceed the economic 

benefits exoected to  be received under it. 

Operatinq expenses are al1 expenses associated with sellinq and 

administrative activities (excludinq commissions) after reallocation 
of claim handlinq expenses to benefits paid. 

Past service cost is the increase in the present value of the defined 
benefit obliqation for employee service in prior periods, resultinq in 

the current period from the introduction of, ar changes to, post- 

employment benefits. 

Plan assets are assets held by a long-term employee benefit fund 
and qualifyinq insurance policies. 

Policy acquisition costs are the expenses incurred in solicitinq and 
placinq new business as wel1 as renewal of existinq business. It 

includes agent's commissions, underwritinq expenses, medical and 
credit report fees, marketing expenses and al1 other direct and 

indirect expenses of the departments involved in such activities. 

Pollcyholder is a party that ha8 a right to compensation under an 
insurance contract if an insured event occurs. 

Presentation currency is the currency in which the financial 

statements are presented. 

Prise risk is a market risk, namely the risk that the value of a 

financial instrument wil1 fluctuate as a result of changes in market 
prices. 

Private loan is a non-derivative financial asset with a fixed interest 

rate and a maturity date, which is nat bouqht in an active market but 

neqotiated between the two parties involved. Private loans are nat 

embodied in securities. When a private laan takes the farm of a 

private placement of bands ar other investments directly t o  an 
institutional investor like an insurance company. it ha8 more the 

character of a bond laan and such financial instruments are 

classified as available-for-sale investments rather than as loans and 

receivables. 

Projected unit credit rnethod is an actuarial valuation rnethod that 

sees each period of service as qivinq rise to an additional unit of 

benefit entitlement and measures each unit separately to  build up 
the final obliqation. 

üualifyinq insurance policies are a component of plan assets. These 
are insurance policies issued by an insurer that is nat a related party 

of the reportinq entity, if the proceeds of the policies: 
8 Can be used only to  pay ar fund employee benefits under a 

defined benefit plan: and 
Are nat avaiiable to  the reportinq entity's own creditors. 8 

Real estate investments foreclosed are real estate investments 

purchased throuqh foreclosure on the rnortqaqe. Such purchases are 
not accounted for as rnortqaqes, but as real estate investments until 
they can be sold at a better price than a i  the foreclosure. Meanwhile 

they yield a rental incorne. 

Reaiizable value is the amount of cash or cash equivalents that 
could currently be obtained by sellinq an asset in an orderly disposal. 
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ll 

Recoqnltion i s  the process of incorporatinq in the balance sheet or 
U 

income statement an item that meets the definition of an element 
ll 

and satisfies the following criteria for recoqnition,: 
s It is probable that any future economic berilefit associated with 

the item wil1 flow to or trom the entity: and 

s The item has a cost or value that can Ibe measured with 

reliability. I, 

I 

P 
I1 

Relnsurance assets are a cedant's net contractual riqhts under a 

reinsurance contract. I 
" 

Relnsurance contract is an insurance contract issued by one insurer 

to compensate another insurer for losses on o<e or more contracts 

issued by the cedant. 

Renewal of a contract is when a policyholder takes whatever action 

is required, typically payment of a Dremium, in order to maintain 

1 

I1 

benefits under the contract. I1 1 

I 
Repurchase aqreement is a sale of securities with an agreement to 
buy back the securities at a specified time and price. 

Return on plan assets is the investment income derived from plan 

assets. together with realized and unrealized q h s  and losses on the 
plan assets less any costs of administering the,plan and less any tax 

I! 

li 

payable by the plan itself. I 
l~ 

Reverse repurchase agreement is a purchasejof securities with the 
agreement to resell them at a later specified date and price. 

Securlty lendinq involves a loan of a security from one party to 

another. 

H 
I1 
I1 

Settlement date is the date that a financial is delivered to the 

Sovereign exposures are AAA rated government bonds. or lower 
rated governmeni bonds i f  purchased in local currency by a 

reporting unit. 

Spot exchanqe rate is the exchange rate for immediate delivery 

Spread is the difference between the current bid and the current ask 

or offered price of a given security. 

Stochastic modelinq is a statistical process that u<es probability 

and random variables to predict a range Of Drobable investment 

performances. 

Temporary dlfferences are differences between the carrying 

amount of an asset or liability in the balance sheet and its tax base 

that wil1 reverse over time. 

Trade date i s  the date that an entity commits itself to purchase or 

sell an asset. 

Transaction eosts are incremental CostS that are directly 

attributable to the acquisition, issue or disposal of a financial asset 
or liabilitv. 

Unlockinq of DPAC and VOBA refers to the process of updating the 

DPAC or the VOBA amortization schedule to reflect changes between 
the past and current expectations of key assumptions used in the 

projection of future qross profits. 
., .. r 
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