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SHARPENING
OUR FOCUS

LIFE INSURANCE

PENSIONS

ASSET MANAGEMENT

 Focuson

There is a personal sTory behind every producT ThaT aeGon sells
Throughout their working lives and into retirement, millions of people around the
world rely on AEGON to help them secure their long-term financial futures.

Understanding customers and their financial needs throughout their lives is the foundation of AEGON’s
business. Millions of people around the world rely on AEGON to help them secure their long-term financial
futures. That’s why, last year, AEGON invited its employees to take part in a photography competition on
the theme of “Lifecycle”. After all, AEGON’s business is all about being there for customers, for life.
The level of work sent in was high, and making a selection of the best pictures was challenging. In the end,
though, there had to be some winners. Prizes went to Cindy Ferguson (USA), David Stein (USA), Jan Zegers
(the Netherlands) and Rhona Bradbury (UK). Their pictures are featured throughout this annual report,
along with other outstanding images from the photo competition.
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 FINANCIALHIGHLIGHTS
(283) Other
AEGON has businesses in more than twenty markets in the Americas,
Europe and Asia, providing life insurance, pension and asset
management products for some 40 million customers around the world.
Underlying earnings before tax by geographical area 2010
In EUR million
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385 The Netherlands
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200 New Markets
Underlying earnings before tax by line of business 2010
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Value of new business

 ABOUTAEGON
Throughout their working lives and into retirement, millions of
people around the world rely on AEGON to help them secure
their long-term financial futures. As an international life
insurance, pension and asset management company, AEGON has
businesses in over twenty markets in the Americas, Europe and
Asia. AEGON companies employ approximately 27,500 people

and serve some 40 million customers across the globe. AEGON
uses its strength and expertise to create added value for
customers, shareholders, employees, and the wider community.
AEGON does this by encouraging innovation and by growing its
businesses profitably and sustainably. AEGON’s ambition is to be
a leader in all its chosen markets by 2015.

The Netherlands

Canada

United Kingdom
France
Spain

Central & Eastern Europe *
Japan

United States
China
Mexico
India

Brazil

* Czech Republic
Hungary
Poland
Romania
Slovakia
Turkey

AEGON Direct Marketing Services (ADMS)
ADMS is present in Australia, Brazil, France, Germany,
Hong Kong, India, Italy, Japan, Korea, Mexico, Singapore,
Spain, Taiwan, Thailand and the United Kingdom.

Americas AEGON companies
in the United States can trace
their roots back to the midnineteenth century. Today,
AEGON has businesses across
the United States, as well as
in Canada, Brazil and Mexico.
AEGON’s US subsidiary
Transamerica is one of the
best known names in the US
financial services industry.

The Netherlands AEGON’s
history in the Netherlands
goes back more than
150 years. Today,
AEGON The Netherlands is
one of the country’s largest
providers of life insurance,
pensions and long-term
investment products.

United Kingdom AEGON UK
is a leading provider of life
insurance and pensions, and
also has a strong presence in
both the asset management
and financial advice market.

New Markets In the past
few years, AEGON has
significantly expanded its
international presence
outside its three established
markets. In particular, AEGON
has seen strong growth in
its businesses in Central &
Eastern Europe, as well
as in Asia.
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LETTEr Of THE CEO
AEGON in recent years has undergone a significant transformation.
In response to the changing global market environment, we have
sharpened our focus on AEGON’s core business of life insurance,
pensions and asset management. Moreover, we have taken decisive
measures to reduce our exposure to the volatility of financial
markets, strengthen our financial position, implement substantial
cost reductions and align our organization to better respond to the
needs of our customers and the expectations of our shareholders.
Indeed, these strategic actions have enabled us to put the
financial crisis firmly behind us, while setting our sights toward
sustainable growth.

Equally important has been our focus on
capturing the operational and cost
efficiencies necessary to create a more
streamlined organization, better positioned
to deliver added value to customers, business
partners and of course, our shareholders.

Positioning aegOn for the future
In line with our decision to sharpen our focus on our
core business, we have restructured and refocused
our businesses in the United States, the Netherlands
and the United Kingdom. First and foremost in this
transformation process was our decision to initiate a
thorough portfolio review to determine which businesses
were supportive of AEGON’s long-term growth
prospects, and which were not. This subsequently led to
putting into run-off or exiting a number of businesses,
including among others, our institutional markets
division, as well as our bank-owned and corporate-owned
life insurance business in the United States, the sale of
our funeral insurance business in the Netherlands, and
the sale of AEGON’s third party pension administration
and employee benefits software businesses in the United
Kingdom. We are confident that by shifting to a more
fee-based income model (as evidenced by our focus on
growing AEGON’s strong position in pensions), AEGON
will be less dependent on spread-generated income and
consequently, less vulnerable to the fluctuations of
financial markets.
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Equally important has been our focus on capturing the
operational and cost efficiencies necessary to create a
more streamlined organization, better positioned to
deliver added value to customers, business partners and
of course, our shareholders. In this regard, we continued
to reduce costs in our main operating units during the
course of 2010, consolidated a number of our operations
in the United States, and are implementing a broad
restructuring program in the United Kingdom to achieve
a 25% cost reduction by the end of 2011.
At the same, we have continued to invest in our
businesses, both within AEGON’s established markets
and in those regions that offer higher growth and
returns over the longer-term – Central & Eastern Europe,
Latin America and Asia. These investments, particularly
in our newer markets, support our strategic objective to
achieve a better geographical balance for AEGON, in
terms of capital allocation and earnings generation.
Recognizing the promising demographic and market
developments throughout Asia, we have established a
new organizational structure to support our ambitions in
China, India and Japan. Under the new structure
headquartered in Hong Kong, AEGON’s businesses in
Asia will be managed as one regional division, allowing
us to leverage product and distribution expertise,
capture efficiencies, and pursue organic growth across
the Asian continent.
All of these actions to reallocate capital, increase
returns, reduce costs and better leverage our global
resources are aimed at enabling AEGON to achieve
sustainable earnings growth, with an improved riskreturn profile, and generate sustainable cash flows and
dividends to our shareholders going forward.
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The crisis has reminded us that this is necessary and
prudent given the continued uncertainties of the general
market environment.
Along with AEGON’s full-year 2010 results we also
announced specific medium-term targets in terms of
increased underlying earnings, cash flow generation and
return on equity. Each of these ambitious targets
supports our aim to ensure sustainable and growing
dividend payments to shareholders - further evidence
that AEGON has turned the corner of the financial crisis
and is determined to deliver the long-term value that
shareholders have every reason to expect.

Serving the growing need
AEGON is committed to assisting our many current and
future customers around the world secure their financial
futures. This is both our mission and our promise. More
than at any time in recent history, individuals and
families understand their need to take responsibility for
their financial security and make the decisions that will
provide them the peace of mind hoped for throughout a
longer retirement. This requires that wherever AEGON
operates, we provide simple, easy-to-understand
products and services that serve the full range of
customer needs and circumstances.
AEGON is a company with broad capabilities and
resources. We are grateful to our many employees
around the world whose hard work and dedication have
enabled AEGON to emerge stronger from the financial
crisis and better able to respond to our customers with
quality, need specific products and services. We are
more determined than ever to put our competitive
advantages to work for the long-term benefit of those
who have placed their trust in AEGON.

Looking ahead with confidence
Among the most important achievements over the past
year has been our progress towards completing full
repayment to the Dutch State by the end of June 2011.
Following the early repayment of EUR 1 billion last year,
we repaid an additional EUR 500 million in August 2010,
and in February 2011, we raised EUR 900 million of
equity in the market to support this key priority. The
remaining amount needed to complete repayment will
be generated from internal resources – retained earnings
and proceeds from potential disposals. The decision to
raise additional equity in the market further supports
our key objective of maintaining a strong capital buffer
and a strong balance sheet for AEGON.

Thank you for your continued confidence.

Alex Wynaendts
Chief executive Officer and Chairman of the
executive board of aegOn n.V.
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AEgON’S mANAgEmENT bOArd
AEGON’s Management Board works alongside the Executive Board, and
helps oversee operational issues and the implementation of the company’s
strategy. Board members are drawn from AEGON’s country and operating
units, and have both regional and global responsibilities, ensuring that
AEGON is managed as an integrated, international business.
mANAgEmENT bOArd

EXECUTIVE bOArd
alexander R. Wynaendts

Jan J. nooitgedagt

Mark Mullin

(1960, Dutch)

(1953, Dutch)

(1963, US citizen)

Chief Executive Officer
Chairman of the Executive Board
Chairman of the Management Board

Chief Financial Officer
Member of the Executive Board
Member of the Management Board

Member of the Management Board
responsible for the Americas
Chief Executive Officer of AEGON
Americas

Alex Wynaendts began his career in 1984
with ABN Amro Bank, working in
Amsterdam and London in the Dutch
bank’s capital markets, asset
management, corporate finance and
private banking operations. In 1997,
Mr. Wynaendts joined AEGON as Senior
Vice President for Group Business
Development. Since 2003, he has been
a member of AEGON’s Executive Board,
overseeing the company’s international
growth strategy. In April 2007,
Mr. Wynaendts was named AEGON’s
Chief Operating Officer. A year later, he
became CEO and Chairman of AEGON’s
Executive and Management Boards.

Jan Nooitgedagt has worked in Europe’s
financial services sector for over thirty
years. Formerly with PWC, he joined
Ernst & Young in 1980, becoming a
partner in the firm in 1989.
Mr. Nooitgedagt headed Ernst & Young’s
financial services business in the
Netherlands for five years until his
appointment in 2005 to the firm’s
Executive Committee. A year later,
Mr. Nooitgedagt was appointed Chairman
of Ernst & Young in the Netherlands and
became Managing Partner for the
Netherlands and Belgium in July 2008.
He was appointed AEGON’s Chief
Financial Officer in April 2009.

Mark Mullin has spent more than twenty
years with AEGON in various
management positions in both the
United States and Europe. Mr. Mullin has
served as President and CEO of one of
AEGON’s US subsidiaries, Diversified
Investment Advisors, and as head of the
company’s annuity and mutual fund
businesses. In January 2009, he was
named President of AEGON Americas
and became President and CEO of
AEGON Americas and a member of the
Management Board twelve months later.
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Marco b.a. Keim

Otto thoresen

gábor Kepecs

(1962, Dutch)

(1956, british)

(1954, Hungarian)

Member of the Management Board
responsible for the Netherlands
Chief Executive Officer of
AEGON The Netherlands

Member of the Management Board
responsible for the United Kingdom
Chief Executive Officer of AEGON UK

Member of the Management Board
responsible for Central & Eastern Europe
Chief Executive Officer of AEGON
Central & Eastern Europe

Marco Keim began his career with
accountants Coopers & Lybrand /
Van Dien. Mr. Keim has also worked for
aircraft maker Fokker Aircraft and
NS Reizigers, part of the Dutch railway
company, NS Group. In 1999, he joined
Swiss Life in the Netherlands as a
member of the Board. Three years later,
Mr. Keim was appointed CEO. In June
2008, he became CEO of AEGON
The Netherlands.

Otto Thoresen joined Scottish Equitable
in 1978, where he qualified as an
actuary and worked in a number of
roles, including marketing manager.
He left Scottish Equitable in 1988 and
worked as a manager and executive at
UK insurance groups Abbey Life and
Royal Insurance before returning to
AEGON UK in 1994 as Development
Director. In 2002, Mr. Thoresen was
appointed Finance Director of AEGON UK
before becoming the company’s
CEO three years later. Mr. Thoresen will
resign as of April 1, 2011.

Gábor Kepecs began his career with the
Hungarian government before joining
former state-owned insurance company
Állami Biztosító. In 1990, he was
appointed CEO, two years before
Állami Biztosító was privatized and
acquired by AEGON. Between 1992 and
2009, Mr. Kepecs was the CEO of
AEGON Hungary. In that time, he has
headed the expansion of AEGON’s
businesses not only in Hungary but
also across the Central & Eastern
European region.
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Cindy Ferguson
Transamerica Retirement Services
United States

fOCUS ON THE FUTURE
Graduation is one of life’s greatest milestones – representing clear achievement and the potential for a lifetime of personal
and professional accomplishment. Making sure you can make possible such an important milestone for a family member
takes careful planning. We make it our business to assist our customers at every stage of life’s many possibilities.

OUr STrATEgy
AEGON is one of the world’s leading providers of life insurance,
pensions and asset management, with businesses in more than
twenty countries in the Americas, Europe and Asia. AEGON employs
approximately 27,500 people, serving about 40 million customers
and managing some EUR 413 billion in revenue-generating
investments.
In June 2010, AEGON announced that it would sharpen
its focus on its core businesses – life insurance, pensions
and asset management - and achieve a greater
geographical balance by reallocating capital to the
growth markets of Spain, Central & Eastern Europe,
Asia and Latin America, which offer higher growth and
returns over the long term. In addition, the company is
increasing efficiency by encouraging innovation, and
focusing even more on providing products and services
that serve its customers’ changing needs.

and the employer of choice among both current and
prospective employees.
Achieving this ambition is based on three strategic
priorities:

To reallocate capital to areas that offer strong growth
prospects and higher returns.

To increase returns from the company’s existing
businesses.

And to optimize ONE AEGON by increasing efficiency
and making better use of the company’s global
resources.

AEgON’s strategy
AEGON’s ambition is to become a leader in all its
chosen markets by 2015. This means becoming the
most recommended life and pensions provider among
customers, the preferred partner among distributors

AEGON made significant progress with each of these
priorities during 2010.

Strategic priorities
Direct more capital to
markets offering
higher returns and
strong growth.
Thorough review of
portfolio of existing
businesses.

Reallocate capital

increase returns

Improve growth and
returns from existing
businesses.
Strengthen customer
loyalty and employee
engagement.
Product innovation.
Continue to reduce
costs and deliver
operational
excellence.
More efficient
distribution.

Manage AEGON as one
company.
Make most of AEGON’s
worldwide resources.
More coordinated
approach to
underwriting and risk
and capital
management.
Share and standardize
best practice.
Build on AEGON and
Transamerica brand
names.

Optimize One
aegOn

Leader in all chosen
markets by 2015
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Implementing the strategy

OUR STRATEGY

STrATEgy

Sale in April 2010 of AEGON’s funeral insurance

Reallocate capital

business in the Netherlands.

AEGON’s objective is to allocate more capital towards
those markets that offer higher returns and strong
prospects for growth.
AEGON intends to allocate more capital to highergrowth markets in Central & Eastern Europe, Asia,
Spain and Latin America. This will have the effect of
reducing the relative weight of the US businesses
within AEGON in the years ahead.
Within the company’s main markets – the United States,
the Netherlands and the United Kingdom – AEGON will
sharpen its focus on opportunities for growth within
specific market segments.
AEGON is taking measures to improve the company’s
risk-return profile. The company has conducted a
thorough review of its businesses to ensure they meet
requirements in terms of cash flow, return on capital
and earnings growth. In addition, the company is
working to ensure that it continues to provide
products that correspond to the life cycle needs of
AEGON’s customers.

2010 saw the first full year of operations of AEGON’s

Steps aegOn is taking

Equity exposure of AEGON’s general account

Shifting focus from spread to fee-based products,

In EUR billion

particularly in the company’s US businesses. As part
of this, AEGON’s institutional spread-based business
was placed in run-off in 2009. AEGON is also taking
steps to de-emphasize fixed annuities and expand its
US pension business.
Exploring strategic options for Transamerica Re,
AEGON’s life reinsurance unit, including a possible
divestment. AEGON believes Transamerica Re offers
only a limited long-term strategic fit with AEGON’s
core life insurance, pension and asset management
businesses.

partnerships in Brazil and Japan and further growth
of business in China and India.

improving risk-return profile
Improving the company’s risk-return profile is a key part
of AEGON’s long-term strategy. Steps taken in recent
years have lessened the company’s exposure to
fluctuations in world financial markets. These steps have
included:
Reducing AEGON’s exposure to equity markets.
Reducing credit exposure through the run-off of
the company’s institutional spread-based business in
the United States and de-emphasizing fixed annuities.
Increasing equity hedging programs in the
Netherlands, and in the Americas for variable
annuities. Approximately 80% of AEGON’s guaranteed
minimum income benefit variable annuities back-book
in the United States is delta equity hedged. AEGON’s
aim is 100% by the end of 2012.
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Rebalance capital across geographies
10%

North America (USA, Canada)
30-35%
40-45%
29%

2010 *

61%

2015

25-30%

Western Europe
(The Netherlands, United Kingdom)
New Markets (AEGON Asset
Management, Asia, Central & Eastern
Europe, France, Latin America, Spain,
Variable Annuities Europe)

* Excluding Transamerica Reinsurance.
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increase returns: strategic objectives

Delivering operational
excellence

enhancing customer
loyalty

empowering aegOn’s
employees

Continue to be cost-efficient.
Decrease costs per policy.
Make distibution more

Improve knowledge of

Implement global talent

effective and more efficient.

Achieve significant
improvement in levels of
customer service.

customer requirements, and
use this knowledge to drive
innovation.
Compete on customer
service, not on price.
Further build on AEGON and
Transamerica brand names.

management program.

Roll out employee
engagement plan.

increase returns

United Kingdom

AEGON’s aim is to increase returns from its existing
businesses. This is achieved through delivering
operational excellence, improved customer loyalty, and
stronger employee engagement. AEGON expects its
focus on increasing returns to support an improvement
in the company’s overall return on equity over the
medium term and to improve normalized cash flows
from their current level of between EUR 1 billion and
EUR 1.2 billion a year.

AEGON expects restructuring in the United Kingdom

Steps aegOn is taking

Restructuring of UK businesses to improve returns,
lower costs and refocus on opportunities for growth in
key At Retirement and Workplace Savings markets.
Restructuring of businesses and introduction of a
more streamlined organization in the United States.
Continue to implement cost savings measures across
the company.
Reorganization of sales division in the Netherlands.
Improving and strengthening customer service – and
continuing to compete on customer service.

Restructuring aegOn’s US and UK businesses
During 2010, AEGON announced a restructuring of some
of its operations in both the United States and the
United Kingdom. This was part of broader efforts to
reduce costs, improve returns and increase the
company’s focus on its core businesses – life insurance,
pensions and asset management.

to reduce costs, improve returns and refocus the
company on opportunities for growth in the
At Retirement and Workplace Savings markets,
where AEGON already has leading positions.
By the end of 2011, AEGON expects a 25% reduction in
run-rate of costs in its UK life insurance and pension
business.
AEGON has withdrawn from the UK bulk annuities
market and sold its third party pension administration
and employee benefits software businesses.
At the same time, AEGON will retain its life insurance
and protection business in the United Kingdom to
support new opportunities in the At Retirement market.
The company is further streamlining its management
and organizational structure in the United Kingdom –
a step that will lead to the loss of a number of
positions over the course of 2011.

ANNUAL REPORT 2010

Sustainability
AEGON believes it makes a valuable contribution to
the wider community both as a provider of long-term
financial products and services and as a responsible
employer and investor. AEGON’s approach to
sustainability is based on the responsible management
of the company’s resources – financial, human or
material – ensuring AEGON is able to meet long-term
obligations to its customers and other stakeholders.

aegOn’s stakeholders
As regards sustainability, AEGON has four main
stakeholder groups besides the company’s
shareholders. AEGON has framed a business ambition
for each group, and in each case the company is
implementing a number of initiatives to help achieve
that ambition by 2015.
Customers. Business ambition: to become the most
recommended financial services company.
Measures: company-wide principles for market
conduct, company-wide loyalty programs and rolling
out a system for measuring customer satisfaction.
employees. Business ambition: to become the most
preferred company by current and prospective
employees. Measures: a more global approach to
human resources, based on talent and performance
management, launch of global survey to measure
employee engagement.
business partners. Business ambition: to become
the most preferred partner. Measure: extend
principles of market conduct to partnerships globally.
Wider community. Business ambition: to become
the most respected and trusted financial services
company for society. Measures: global responsible
investment policy, more targeted approach to
corporate donations, company-wide program to
manage resources more effectively.
AEGON believes these initiatives will further strengthen
confidence in the company, and help create long-term
value for all shareholders and investors.

aegOn’s sustainability reporting
AEGON’s annual Stakeholder Review helps to
determine which issues are material to the company’s
businesses, performance and strategy. The findings
are included in an annual Sustainability – Report to
Stakeholders, which charts the significance both to
AEGON and its stakeholders of various economic,
business and social issues.

OUR STRATEGY

STrATEgy

Parts of AEGON’s Sustainability 2010 - Report to
Stakeholders are audited by Ernst & Young, the
company’s external auditor.

international commitments
As part of its approach to sustainability, AEGON has
a number of international commitments:
AEGON is a signatory to the Carbon Disclosure
Project, which encourages companies to be open
about their greenhouse gas emissions.
AEGON Asset Management is also a signatory to
the United Nations’ Principles for Responsible
Investment and, in the United Kingdom, the
Extractive Industry Transparency Initiative, which
aims to strengthen governance in the international
oil, gas and minerals sector. AEGON supports the
Global Reporting Initiative, which develops
accepted and comparable standards for
sustainability reporting.
AEGON also upholds the United Nations’ Universal
Declaration of Human Rights and subscribes to the
core standards of the International Labor
Organization and the principles on human rights
and labor standards contained in the UN Global
Compact.
In addition, AEGON is listed in the Dow Jones
Sustainability World and European indexes for the
insurance industry, as well as the FTSE4Good, indexes
which measure the performance of leading companies
against recognized sustainability standards. AEGON
was ranked among the twenty highest performing
companies in the Netherlands in the Dutch
government’s 2010 Transparency Benchmark.

governance
In October 2010, AEGON appointed Mr. Marc van Weede
as its first global head of Sustainability. In addition,
each of AEGON’s country and business units has
assigned responsibility for sustainability to a senior
manager, who oversees the implementation of local
policies and initiatives. Questions of strategy and
policy in this area are subject to approval by AEGON’s
Executive and Management Boards. The company’s
Supervisory Board also plays a key role in helping
monitor and developing overall strategy.
For more details on AEGON’s approach to
sustainability, please see the Sustainability
2010 – Report to Stakeholders, available online.
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United States

Greater efficiency with establishment of a single

AEGON is discontinuing sales of executive non-

European Data Center covering both the Netherlands
and the United Kingdom.
Integration of Asian operations as one regional
division headquartered in Hong Kong.
Move towards a more coordinated approach to
underwriting and risk and capital management.
Appointment of new senior management in the past two
years, with new CEOs appointed in the Netherlands,
the United States, the United Kingdom and Asia, and
the appointment of a new CEO of AEGON Asset
Management.
More integrated approach with the appointments
of AEGON’s global heads of Human Resources,
Sustainability and Brand & Customer Strategy.
Introduction of consistent performance management
across the organization and greater alignment of
management compensation with strategic objectives.

qualified benefit plans and associated Bank-Owned
and Corporate-Owned Life Insurance (BOLI-COLI) in
the United States. Most of this business’ operations
are located in Dallas, Texas.
AEGON’s operations in Louisville, Kentucky will be
consolidated with locations elsewhere in the
United States. In addition, some back office activities
in Cedar Rapids, Iowa, will be consolidated or
outsourced.
These measures will result in the loss of between
400 and 500 jobs over the next years, equivalent to
approximately 5% of AEGON’s US workforce.
Organizational changes will result in annual cost
savings of approximately USD 70 million.

Optimize One aegOn
Key to AEGON’s long-term strategy is to manage AEGON
as one company. This goal has been part of AEGON’s
strategy since mid-2008, and is aimed at ensuring the
company makes the most of its worldwide resources. In
the past two years, AEGON has taken a more integrated
approach to areas such as asset management, human
resources, risk and capital, and sustainability. AEGON
expects this approach will bring greater efficiency and
a better transfer of knowledge and best practice within
the organization. As part of this approach, AEGON’s
objective is to standardize best practice in a number of
areas, including product innovation, distribution, brand
management, underwriting, risk management and IT
infrastructure.

Steps aegOn is taking

Using expertise in the United States to support new
variable annuity products in the United Kingdom,
the Netherlands, France and Japan.

AEGON Asset Management fully operational as one
global business since beginning of 2010, bringing
together asset management businesses in the United
States, the United Kingdom, the Netherlands, Asia and
Central & Eastern Europe.

asia
In 2010 AEGON announced a new organizational
structure for its operations in Asia under the leadership
of a newly-established CEO position for Asia. Whereas
a number of AEGON’s businesses in Asia had previously
been managed from the United States, under the new
structure all Asian based insurance businesses will
be managed as one regional division headquartered
in Hong Kong.
The aim of the integration is to leverage product and
distribution expertise, capture efficiencies, and pursue
organic growth of AEGON’s franchise in Asia. The
integration, which will be carried out during 2011, is
in line with AEGON’s strategy to achieve a greater
geographical balance in favor of those regions and
markets that offer higher growth and returns in the
longer-term. Mr. Douglas Henck, a US citizen who has
held a number of senior management positions in the
international insurance world over the last 25 years,
mostly in Asia, has been appointed CEO of AEGON Asia.
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market conditions
AEGON’s main markets are the United States, the
Netherlands and the United Kingdom. Together, these
markets account for more than three-quarters of
AEGON’s business. Over the past decade, the company
has built up operations in new, emerging markets.
AEGON is present in six countries in Central & Eastern
Europe, as well as China, India and Japan in Asia, and
Brazil and Mexico in Latin America. AEGON is also one
of the leading providers of life insurance in Spain and
has a partnership in France with insurance and pension
specialist AG2R La Mondiale.
During 2010, market and financial conditions continued
to improve, following the upward trend that started in
2009. Equity markets continued to rise but remained
volatile, while corporate credit spreads remained fairly
stable. This had a positive impact on AEGON’s earnings
and capital position. Sales of equity-linked products
benefited from positive sentiment on equities. AEGON
saw improved sales on variable annuities and mutual
funds as equity markets further improved.
Global interest rates were under pressure during the first
nine months of 2010, following concerns about sovereign
debt in a number of peripheral European countries.
However, AEGON’s exposure to the sovereign debt of
these countries was, and remains limited. During the
remainder of 2010, interest rates began to recover but
did not reach the levels of the beginning of the year, but
generally have a negative impact on AEGON’s
businesses.
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As part of new pension legislation in Hungary,
mandatory pension fund assets have been taken over
by the Hungarian State during the first quarter of 2011.
In addition, asset management and administration fees
have been reduced.
In Poland, the Government plans to amend pension fund
legislation as well. The main changes would be a lower
contribution fee, special requirements on minimum
mandatory capital and solvency margin, and the creation
of three pension funds with distinct risk profiles
(conservative, balanced, aggressive).
AEGON expects these government measures in Hungary
and Poland to have a combined negative effect on
underlying earnings of approximately EUR 25 million for
the full year of 2011.
In Spain, the financial sector is undergoing significant
consolidation and restructuring. Consequently, a number
of the country’s savings banks are in the process of
either merging or entering into so-called integration
agreements (SIPs). AEGON remains committed to the
Spanish market and intends to maintain its current share
of the bancassurance market there.
Despite the improvement in 2010, market conditions
remain uncertain with growth still hampered by high
unemployment numbers and household debt levels.
AEGON expects market conditions to remain uncertain
throughout 2011.

fOCUS ON…

Robert Juarez, transamerica
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Long-term industry trends
The financial crisis that began in 2008 brought a shift
in financial market and economic conditions. AEGON
initially focused on short-term measures designed to
combat the effects of the financial crisis. The company
transformed its approach, strengthening its balance
sheet, lowering costs and significantly improving its
overall risk profile. These measures enabled AEGON to
emerge from the financial crisis in a sound financial
position.
However, the insurance and pensions industry is
continuing to go through a period of significant change.
AEGON’s challenge is to understand the nature of this
change, and to adapt to it. There are several factors:
In many countries, people are living longer, healthier
lives. People are spending longer in retirement than
they used to, and there is a growing demand for life
insurance, private pensions and long-term investment
products.
Working populations in many countries are shrinking.
This means that there are fewer economically active
people to fund traditional pay-as-you-go state
pensions. As a result, governments, particularly in
Western Europe, are under pressure to reform
pensions systems. At the same time, individuals are
increasingly relying on private sector providers to help
them finance their retirement.
Emerging markets are becoming more important.
Economic growth and political reform have opened up
new markets in Central & Eastern Europe, Asia and
Latin America. In these markets, a new and ambitious
middle class is emerging, and with it a rise in demand
for life insurance, pensions and asset management.
The potential of these markets is large. China and
India account for 40% of the world’s population, but
currently only 7% of the global life insurance market.

Distribution patterns are changing due to new
technology. Customers are increasingly using the
internet and social media to locate and purchase
financial services. In some countries this has led to
the emergence of new competitors using online

distribution models, or non-traditional suppliers such
as supermarkets and retailers. Established providers
are under increasing pressure to reduce costs and
adapt their systems of distribution.
Customer behavior is also changing. Customers are
more aware of financial risk and they want clear,
simpler products with greater guarantees. At the
same time, public trust in the financial sector has
diminished. In response, governments are introducing
new regulations to protect consumers. In 2010,
the United States, the United Kingdom and
the Netherlands all brought forward new financial
sector legislation. The industry also faces the
challenge of further reforms to financial regulations
and capital adequacy requirements.

repaying the dutch State
In December 2008, AEGON secured EUR 3 billion in
additional core capital from the Dutch State through
the issuance of convertible core capital securities to
Vereniging AEGON. This support was part of a broader
program of support for banks and insurance companies
in the Netherlands during the recent financial crisis.
In December 2009, AEGON repurchased an initial
EUR 1 billion of convertible core capital securities
followed by another repurchase of EUR 500 million in
August 2010. AEGON is committed to repurchasing the
remaining amount in full by the end of June 2011, market
conditions permitting. As part of the European
Commission review process, the Dutch Ministry of Finance
agreed to amend the terms and conditions of the
convertible core capital securities provided to AEGON:
Terms were improved on an amount of EUR 500 million
repurchased in August 2010.

Terms on the remaining EUR 1.5 billion remain
unchanged, though the Ministry agreed to waive
rights to any accrued coupons.
The net effect of these measures was to improve the
total premium payable on the remaining EUR 2 billion
from 50% to approximately 40%.

ANNUAL REPORT 2010

Core capital securities
In August 2010, the European Commission approved
the support of EUR 3 billion of core capital obtained
from the Dutch State through Vereniging AEGON
at the height of the global financial crisis. The
Commission gave its approval, on condition that the
company adopted a limited number of behavioral
constraints.
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Many of these measures had been decided by AEGON
before the European Commission ruling as part of
broader measures to improve AEGON’s risk-return
profile and operational efficiency and to lower costs.
AEGON does not expect these measures to affect the
company’s ability to grow its core business profitably.

To secure the European Commission’s approval,
AEGON will 1:

In addition, AEGON is also subject to a number of
other temporary behavioral constraints, which will
remain in force until the convertible core capital
securities are fully repurchased:

Continue to run off its institutional spread-based

AEGON will not pursue acquisitions, though

business in the United States and lower production
of fixed annuities. These measures will result in a
reduction of USD 25 billion in AEGON’s US general
account by the end of 2012.
Increase the equity hedge on the company’s
variable annuity in-force book in the United States
and commit to continue pricing new variable
annuity products on a market consistent basis
worldwide and in line with AEGON’s pricing policy.
Implement measures to further improve the quality
of the company’s capital base, primarily by
increasing the core capital to at least 75% of total
capital by the end of 2012.

investment in the company’s partnerships in Spain
is permitted, providing AEGON’s overall share of
the Spanish market does not increase.
AEGON will make no further dividend payments to
common shareholders until all core capital
securities issued to the Dutch State are fully
repurchased.
In the Netherlands, AEGON will not pursue a topthree price leadership position in either the
residential mortgage or internet savings market.
AEGON will request Standard & Poor’s to no longer
publish a financial strength rating for the
company’s Dutch life insurance unit 2.

1 For full details, please refer to the decision of the European Commission of August 17, 2010, published in the Official Journal of
the European Union (C/290/2010 - http://ec.europe.eu).
2 Standard & Poor’s has subsequently complied with this request.

timetable for repayment
Date

Repayment

Terms and conditions

December 2009

EUR 1 billion

AEGON repaid one third of the convertible core capital, taking advantage
of a lower premium for repayment. Including this premium and interest, the
repayment amounted to EUR 1.15 billion.

August 2010

EUR 500 million

Following the European Commission’s approval, a further EUR 500 million was
repaid. Accrued interest and premium payments on this repayment amounted
to an additional EUR 63 million.

March 2011

EUR 750 million

EUR 750 million was repaid in March 2011. There was a 50% premium and no
coupon. In total an amount of EUR 1.25 billion was paid by AEGON.

June 2011
(expected)

EUR 750 million

Market conditions permitting, AEGON has agreed to accelerate repayment of
the remaining EUR 750 million. AEGON will repay this amount at a premium
of 50%, but without any accrued interest. Repayments must be approved by
the Dutch Central Bank.
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AEgON ANd THE INVESTmENT COmmUNITy �
AEGON has thousands of shareholders and bondholders around
the world. The company’s investor relations program is aimed at
ensuring investors have the information they need to make sound
investment decisions.

Communications
AEGON’s aim is to provide information that is clear,
transparent, accurate and timely. This is particularly
important during times of economic uncertainty. During
2010, AEGON organized a number of conferences, road
shows, press briefings and other events to communicate
the company’s strategy and performance to investors
and the financial markets. AEGON’s investor relations
team works closely with the company’s media and
communications team. AEGON has a clear and well-defined
policy with regard to communications between the
company and its investors. This policy, adopted in 2008,
sets out rules and guidelines in line with the Dutch
Corporate Governance Code. A copy of this policy is
available on AEGON’s website (www.aegon.com).

investor conferences
During the year, AEGON hosted two Analyst & Investor
conferences, one in London and the other in New York.
In total, these two events attracted approximately 110
insurance sector analysts and investors. Presentations
by members of AEGON’s Management Board focused
largely on long-term strategy and the performance of
both the company and its operating units. In June,
CEO Alex Wynaendts provided an update of AEGON’s
long-term strategy and set out a new ambition for the
company: to become a leader in all its chosen markets

by 2015. At the same conference, Mr. Wynaendts also
outlined plans to restructure AEGON’s UK operations
and explore strategic options for Transamerica Re, the
company’s life reinsurance business. In addition to
AEGON’s Analyst & Investor conferences, senior
executives also speak at events organized by brokers
and other companies. In 2010, members of the Executive
Board spoke at conferences organized by, among others,
Bank of America /Merrill Lynch, Citigroup, Goldman
Sachs and Morgan Stanley.

Road shows
Members of AEGON’s Investor Relations team also
regularly visit institutional investors to discuss AEGON’s
strategy and performance. Institutional investors include
pension funds, investment firms and other financial
institutions. In 2010, AEGON held road shows in North
America, Europe and Asia. In total, there were
approximately 460 meetings with shareholders and
other potential investors in 42 different locations.

annual general Meeting of Shareholders
AEGON held its annual General Meeting of Shareholders
on April 29, 2010 in The Hague. At the meeting, more
than 100 holders of common and preferred shares were
present or represented, together accounting for 59.5%
of AEGON’s issued share capital. All resolutions

fOCUS ON…

Susan neff, aegOn USa
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presented to the meeting were adopted. During the
meeting, CEO Alex Wynaendts set out details of the
company’s strategy and efforts to focus AEGON on longterm opportunities for growth in its main markets.
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Another 15% of AEGON’s shareholders are based
elsewhere in Europe, mainly Germany, France, Norway
and Switzerland.

Share listings
new reporting format
In May, AEGON introduced a new reporting format to
bring its financial reporting more in line with the way the
company manages its businesses. Under the new format,
AEGON reports underlying earnings and other results
primarily by the following segments:
Americas (which includes AEGON’s businesses in the
United States, Canada, Mexico and Brazil)
The Netherlands
United Kingdom
New Markets (which encompasses AEGON’s operations
in Asia, Central & Eastern Europe, Spain, France,
Variable Annuities Europe, as well as AEGON Asset
Management)
In addition, AEGON has continued to provide details of
underlying earnings by line of business. The new format
is designed to enhance transparency and reflect recent
organizational changes in the company’s businesses.
There were also a number of other modifications made
to AEGON’s reporting format. Full details are available on
AEGON’s website (www.aegon.com).

Shareholding structure
AEGON’s common shares are mostly held by institutional
shareholders such as pension or investment funds.
These shareholders include Vereniging AEGON, the
company’s largest shareholder. Vereniging AEGON owns
9.9% of AEGON’s common shares. Please see page 244
to 245 for further details.
To AEGON’s knowledge, only one other party holds a
capital and voting interest in AEGON N.V. in excess of
5%. According to its filing with the United States
Securities and Exchange Commission on February 10,
2011, US-based investment management firm Dodge &
Cox owns over 160 million shares, representing more
than 5% of the issued share capital and voting rights in
the company.

AEGON’s common shares are listed on three stock
exchanges. The company’s primary listing is in
Amsterdam, but shares are also listed in London and
New York. These listings give AEGON access to
international capital markets and are a vital part of the
company’s overall corporate and financial management
strategies. AEGON delisted its common shares from the
Tokyo Stock Exchange in March 2010 because the
volume traded did not justify the related expense. In
addition, AEGON is also active on world debt markets,
and uses its strong credit rating to issue debt
instruments in various currencies.

Dividend policy
AEGON recognizes the importance of a clear, stable
and coherent dividend policy. Dividend payments to
shareholders depend on the company’s cash flow and
capital position. The dividend is composed of two
separate payments:
An interim dividend, announced at the same time as
the company’s second quarter results in August.
A final dividend, proposed in February or March
and voted on at the annual General Meeting of
Shareholders in April or May.
Payment of the interim and final dividends is made in
either stock or cash.
AEGON is not allowed to pay a dividend on its common
shares until the core capital obtained from the Dutch
State through Vereniging AEGON is fully repurchased.
Consequently, AEGON did not declare an interim or
propose a final dividend for 2010.
AEGON has updated its dividend policy on February 24,
2011.

Shareholder base 2010
In %
2%
15%

Americas
The Netherlands

Shareholder base 2010
AEGON has shareholders all over the world, but around
80% are located in the company’s main markets in North
America, the Netherlands and the United Kingdom.

United Kingdom

12%

43%

Rest of Europe
Rest of the world

28%
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Share price performance

aegOn investor Relations

AEGON’s share price showed a steady improvement
during the first few months of the year, however, it
declined during the second and third quarter, mostly
because investors were anticipating a European debt
crisis. Overall, AEGON’s share price on the Amsterdam
Stock Exchange gained 1% in value in 2010. AEGON
shares on the New York Stock Exchange, meanwhile,
declined 5% as a result of strengthening of the dollar
against the euro. AEGON’s share price performed in line
with European peers, however, they underperformed
compared with peers in the United States. For further
information, please refer to the charts on this page.

AEGONplein 50 �
2591 TV The Hague �
The Netherlands �
Tel: +31 70 344 8305 �
Toll-free number (US only): +1 877 548 9668 �
email: ir@aegon.com �

AEGON share price development versus indices

AEGON share price development versus indices
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Share price information
In EUR
2010 2009 2008 2007 2006

Share price information
In USD
2010 2009 2008 2007 2006

Price - high

5.41

6.17

11.98

16.06

15.56

Price - high

7.41

9.23

17.52

21.90

18.97

Price - low

4.04

1.85

2.68

11.46

12.17

Price - low

5.11

2.30

3.50

16.75

15.24

Price - year-end

4.58

4.54

4.53

12.09

14.44

Price - year-end

6.13

6.41

6.05

17.53

18.95

Price/earnings
ratio 1

6.03

N.M. 2

N.M. 2

8.22

7.72

1
2

2006 -2007 based on adjusted data.
Not measurable.
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fINANCIAL CALENdAr 2011

February 24

June 21/22

Announcement of fourth quarter 2010 results

Analyst & Investor Conference, London

March 31

August 11

Publication of AEGON’s Annual Report, AEGON’s
Sustainability 2010 - Report to Stakeholders
and information relating to the company’s 2011
annual General Meeting of Shareholders

Announcement of second quarter 2011 results

November 10
Announcement of third quarter 2011 results

April 14
Record date for 2011 annual General Meeting
of Shareholders

December 6/7
Analyst & Investor Conference, New York City

May 12
Announcement of first quarter 2011 results
and 2010 Embedded Value Report
Annual General Meeting of Shareholders
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David Stein
Transamerica
United States

fOCUS ON CONTINUITY
A great-grandmother and her great-granddaughter spend precious time together. People today are spending more years
in retirement than ever before. We make it our business to help make possible the financial security our customers need to
enjoy fully life’s simpler moments. Helping customers achieve peace of mind is both AEGON’s mission and our promise.

OUr bUSINESSES rEpOrT Of THE EXECUTIVE bOArd
INTErVIEW WITH THE CfO

Chief Financial Officer, Jan Nooitgedagt, explains how the company’s
business performance is a result of its sharpened focus on its core
businesses - life insurance, pensions and asset management.
He also reflects on AEGON’s commitment to fully repurchase
all core capital securities from the Dutch State by the end of
June 2011 and outlines the company’s strategy up to 2015.

AEGON is today a different company from
what it was a few years ago. The financial
crisis accelerated key aspects of our strategy.
We have sharpened our focus on our core
businesses of life insurance, pensions and
asset management.

How would you describe AEGON’s results for 2010?
AEGON delivered a solid performance in 2010.
Underlying earnings and net profit for the year were
strong, at EUR 2 billion and EUR 1.8 billion respectively.
Sales overall increased, demonstrated by an increase of
5% in new life sales to 2.2 billion, while gross deposits
for 2010 increased significantly compared to the
previous year to EUR 32.6 billion. We also achieved a
reduction of 2% in operating expenses in 2010, excluding
restructuring charges and currency effects. This was the
result of strict expense management in our established
markets while continuing to invest in our new markets.
One of your priorities during the last two years has been
to improve AEGON’s risk-return profile. Could you outline
the steps taken so far?
Indeed, one of AEGON’s keys strategic priorities continues
to be to improve its risk-return profile. We have reduced
our exposure to equity and credit markets and are
shifting our focus from spread to fee-based business,
particularly in the United States and the Netherlands.
These actions make AEGON a more balanced company
with an improved risk-return profile.
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You have a substantial capital buffer. Could you tell us
why it is so important, and outline the steps you have
taken to achieve this?
As the recent financial crisis underlined, we need to
maintain a substantial capital buffer to ensure that
AEGON’s balance sheet can withstand volatile market
conditions. It is important for our customers to know
that AEGON will deliver on its promises even under
stressed circumstances. At the end of 2010, AEGON’s
excess capital was EUR 3.8 billion above AA capital
adequacy requirements. This is also important because
it will enable us to fund part of the repurchase of core
capital from the Dutch State.
On this subject, AEGON received EUR 3 billion of capital
from the Dutch State at the height of the financial crisis.
Since then you have repurchased EUR 2.25 billion.
Will you be able to carry out your plan to repurchase all
the remaining core capital securities from the Dutch
State in 2011?
We are committed to completing full repurchase by the
end of June 2011. Our successful equity offering in
February 2011, which we have completed via an
accelerated book-build and which yielded EUR 0.9 billion,
enabled us to repurchase EUR 750 million nominal
value of core capital in March 2011. Repurchasing the
remaining portion of core capital - using internal
resources, including any divestments - is a key priority.
Europe is moving toward a new regulatory framework for
insurers, Solvency II. How are you preparing for that?
Solvency II is expected to come into effect in January
2013. The European Commission’s intention with the new
framework is to ensure that the amount of capital an
insurance company has to hold at any one time is linked
directly to its risks, and to the nature of those risks. This
should mean a better system for insurers, because it will
reward strong risk management. Customers will benefit

OUR BUSINESSES
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because the new framework will lead to a healthier
industry, which holds capital for the actual risk it runs.
At present, though, there is still some uncertainty about
some of the wider implications. We believe that the new
framework should ensure a level playing field for
European insurers, both in the European Union and
internationally. We are involved in the discussions to
ensure that in the end this new framework is supportive
of AEGON’s business ambitions.
What’s your outlook for AEGON over the next few years?
AEGON is today a different company from what it was a
few years ago. The financial crisis accelerated key
aspects of our strategy. We have sharpened our focus on
our core businesses of life insurance, pensions and asset
management, we have improved our risk-return profile.
At the same time, we have continued to free up capital
to invest in markets where we believe we can achieve
higher growth and greater returns and implemented
measures to capture a broad range of operational
efficiencies. We are a much better integrated company,
globally and locally, and we will continue to look for
more synergies.
Our longer-term aim is to deliver sustainable earnings
growth with an improved risk-return profile. We have set
targets covering various metrics leading up to 2015.
These include specific targets for growth of underlying
earnings before tax, return on equity, improved
operational cash flows and an increase in fee business as
a percentage of our total business. We also intend to
resume dividend payments in May 2012.

Jan Nooitgedagt
Chief Financial Officer and Member of aegOn’s
executive board
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AEgON WOrLdWIdE
AEGON operates in more than 20 countries around the world, serving
about 40 million customers. AEGON sharpened its focus on its core
businesses – life insurance, pensions and asset management – and
turned in a strong performance. �

The Netherlands

Canada

United Kingdom
France
Spain

Central & Eastern Europe *
Japan

United States

China

Mexico
India

Brazil

* Czech Republic
Hungary
Poland
Romania
Slovakia
Turkey

aegOn Direct Marketing Services (aDMS)
ADMS is present in Australia, Brazil, France, Germany, Hong Kong, India, Italy,
Japan, Korea, Mexico, Singapore, Spain, Taiwan, Thailand and the United Kingdom.

Overview
During 2010, both AEGON’s underlying earnings and net
income improved considerably. The increases were the
result of business growth, cost savings, further
improvements in financial markets and strengthening of
the dollar against the euro. Sales increased in most
countries, while gross deposits also increased. AEGON’s
capital position improved during the year, with core
capital of EUR 18.7 billion at year-end 2010.

Underlying earnings before tax
Underlying earnings before tax increased 66% to
EUR 1.97 billion, mainly as a result of a strong recovery
in the Americas. The improvement was the result of
growth of the business, cost savings, higher fee income
as a result of higher account balances driven by net
inflows and a recovery in financial markets and the
absence of reserve strengthening in the Americas.

Earnings in the Netherlands remained strong. AEGON’s
operations in the United Kingdom reported higher
underlying earnings, while earnings from New Markets
increased mainly as a result of the inclusion of AEGON
Asset Management, only partly offset by higher claim
experience in the non-life business in Hungary.

net income
AEGON’s net income for 2010 amounted to EUR 1.8 billion,
a significant increase compared with net income of
EUR 204 million in 2009. The improvement was driven
by higher underlying earnings, a turnaround in fair value
results, higher realized gains on investments and
considerably lower impairments. These positive effects
were partly offset by higher losses for the run-off
businesses and tax charges, where 2009 had included
tax benefits.
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Results from fair value items amounted to EUR 221 million
compared with a loss for the previous year of EUR 544
million. Most of the turnaround was attributable to an
improvement in the fair value of guarantees net of
related hedges in the Netherlands.
Impairments totaled EUR 452 million, a significant
improvement in 2010 that reflected better market
conditions. This was the lowest level of impairments in
three years, but is still above AEGON’s long-term
expectations. Impairments were primarily related to
US real estate related securities.
Other charges amounted to EUR 309 million and included
a one-time payment for settlement of a dispute related to
a bank-owned life insurance policy in the United States
and restructuring charges in the United States, the
United Kingdom and Hungary. The charges were partly
offset by a book gain from the sale of AEGON’s funeral
insurance business in the Netherlands.

OUR BUSINESSES
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Value of new business
AEGON’s value of new business declined 28% to
EUR 555 million in 2010, mainly as a result of strategic
decisions. In the United States, the value of new business
was impacted by the decision to de-emphasize the sale of
fixed annuities. In the United Kingdom the main reason
for the decline was repricing of immediate annuities.

Revenue-generating investments
AEGON’s revenue-generating investments increased 14%
to EUR 413 billion during the year. The increase was due
to new business growth, stronger financial markets and
the positive effects of currency movements.

AEGON is setting
its sight toward
sustainable growth

Income tax amounted to EUR 165 million for 2010, while
2009 had included a tax credit of EUR 658 million.

Operating expenses
Operating expenses increased 3% in 2010 to
EUR 3.4 billion. The results of expense savings in AEGON’s
main operations in the United States, the Netherlands
and the United Kingdom were more than offset by
restructuring charges, project related costs (e.g.
Solvency II) and investments in growth markets. At
constant currency, excluding restructuring charges,
operating expenses declined 2% in 2010 compared with
the previous year.

Sales and deposits
AEGON’s new life sales in 2010 increased 5% compared
with 2009 to EUR 2.2 billion. Sales across the company
showed improvements during the year. Spain was an
exception, as a consequence of continued weak
economic conditions that affected one of AEGON’s joint
venture partners.
Gross deposits – excluding run-off businesses – increased
18% to EUR 32.6 billion in 2010 as a result of continued
strong growth in variable annuity, retail mutual fund and
pension deposits in the United States, as well as new
mandates for AEGON Asset Management. Evidence of
the strategic shift from spread to fee-based businesses.

Rising retirement populations
In % of population above 65
Western Europe
18.4%

28.9%

United States
13.0%
21.6%
Japan
22.6%
37.8%
China
8.2%
23.3%
India
4.9%
13.7%
2010
2050
Source: United Nations World Population Prospects.
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Capital position
At the end of 2010, AEGON’s excess capital above AA
capital adequacy requirements totaled EUR 3.8 billion.
During the year, AEGON businesses generated
EUR 2.7 billion of cash flows, while the company invested
EUR 1.3 billion in new business and upstreamed EUR 1.3
billion to the holding company. AEGON’s solvency ratio
under the EU Insurance Group Directive remained strong
and amounted to 198% 1 at year-end 2010.

Underlying earnings before tax

Net income

In EUR million

In EUR million

10
09

1,972

10
09

1,185

New life sales

1,760
204

Gross deposits (excluding run-off business)

In EUR million

In EUR billion

10

2,213

09

2,100

Revenue-generating investments

10
09

32.6
27.6

Operating expenses

In EUR million

In EUR million

10
09

AEGON’s core capital position improved considerably
during the year to EUR 18.7 billion, as a result of a
further increase in the value of the company’s
investments and the inclusion of 2010 net income. These
positive effects were partly offset by the repayment of
EUR 500 million to the Dutch State, as well as coupon,
premium and dividend payments on AEGON securities.

10

413

3,397

09

363

3,292

Value of new business (VNB)
In EUR million

10

555

09

767

Underlying earnings geographically aegOn worldwide
2009

In EUR million

2010

Americas

1,598

817

385

398

The Netherlands
United Kingdom
New Markets
Holding and other activities
UnDeRLying eaRningS beFORe tax
1 Please refer to note 46 of the consolidated financial statements.

72

52

200

170

(283)

1,972

(252)

1,185
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earnings overview aegOn worldwide �
In EUR million

2010

2009

Life

1,048

931

Individual savings and retirement products

500

(10)

Pensions

469

395

Life reinsurance

79

21

Non-life

53

67

Distribution

10

(2)

Asset management

46

–

Holding and other
Share in underlying earnings before tax of associates
Underlying earnings before tax

(283)

(252)

%�
13
–
19
–
(21)
–
–
(12)

50

35

43

1,972

1,185

66

Fair value items

221

(544)

Realized gains / (losses) on investments

658

518

–
27

Impairment charges

(452)

(1,277)

65

Other income / (charges)

(309)

(323)

4

Run-off businesses

(165)

(13)

–

(454)

–

income before tax
Income tax

1,925

658

–

net income

1,760

(165)

204

–

net UnDeRLying eaRningS

1,553

1,005

55

fOCUS ON…

Kinjal Shah, aegOn Religare
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AEgON LINES Of bUSINESS
AmErICAS
Includes AEGON’s business and
operating units in the United States,
Canada, Mexico and Brazil.

THE NETHErLANdS

UNITEd KINgdOm

NEW mArKETS
Includes all business and operating
units in Central & Eastern Europe, Asia,
Spain and France as well as AEGON’s
variable annuity activities in Europe and
AEGON Asset Management.

Life and protection
Products with mortality, morbidity
and longevity risks, including
traditional and universal life, as well
as endowment, term and whole life
insurance products. Accident and
health business, including accidental
death and dismemberment insurance,
critical illness, cancer treatment,
disability, income protection and
long-term care insurance.

individual savings and
retirement products
Primarily fixed and variable annuity
products and retail mutual funds.
employer solutions and pensions
Includes both individual and group
pensions, as well as 401 (k) plans and
similar products usually sponsored
by, or obtained via, an employer.

Life and savings
Products with mortality, morbidity
and longevity risks, including
traditional and universal life, as well
as endowment, term, whole life
insurance products, mortgages and
annuity products.

Pensions
Individual and group pensions,
usually sponsored by, or obtained via,
an employer.
Distribution �
Includes commissions earned by
AEGON’s Unirobe-Meeùs distribution
business.

Life
Term insurance and annuity products.
Accident and health care products,
such as accidental death and
dismemberment cover, critical illness,
cancer treatment, disability, income
protection and long-term care
insurance.

Pensions
Both individual and group pensions,
usually sponsored by, or obtained via,
an employer.
Distribution
Includes commission earned by
AEGON’s financial advice and
distributions businesses, Origen and
Positive Solutions.

Central & eastern europe
Active in six countries: Czech
Republic, Hungary, Poland, Romania,
Slovakia and Turkey.
Includes life insurance, individual
and group pension products, savings
and investments, as well as general
insurance.

asia
Joint ventures in China, India and
Japan. Products include life insurance
in China and India and variable
annuities in Japan.
Spain
Distribution partnerships with
leading Spanish savings banks.
Products include life insurance
and investments.
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Life reinsurance
Includes business written by AEGON’s
subsidiary, Transamerica Reinsurance.

2,111

million USD

OUR BUSINESSES

AEgON LINES Of bUSINESS

Americas underlying earnings
Life and protection

Underlying earnings
before tax

43%
Individual saving and retirement products
31%
Employer solutions and pensions
18%
Life reinsurance
5%
Canada
3%

non-life insurance
General insurance, including mainly
automotive, liability and household
insurance and fire protection.

385

million EUR

The Netherlands underlying earnings
Life and savings

Underlying earnings
before tax

48%
Pensions
40%
Distribution
4%
Non-life
9%
Associates
(1)%

61

million GBP

Life

Underlying earnings
before tax

France
Partnership with French insurer and
pension specialist AG2R La Mondiale.
Variable annuities europe
Variable annuities offered by AEGON
operating companies in Europe.
aegOn asset Management
Asset management products, including
both equity and fixed income, covering
third party clients and AEGON’s own
insurance companies.

200

United Kingdom underlying earnings

million EUR

Underlying earnings
before tax

98%
Pensions
10%
Distribution
(8)%

New Markets underlying earnings
Life
38%
Individual savings and retirement products
(4)%
Pensions
9%
Non-life
10%
Asset Management
23%
Associates
24%
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AmErICAS
In the Americas, AEGON has taken steps to realign the organization
and this new structure is delivering positive results. Refocusing
distribution and consolidating administrative functions will enable
the company to reduce operating expenses while continuing to
grow the business.

fOCUS ON…

Susan neff, aegOn USa

Underlying earnings by lines of business
In USD million

897 Life and protection
664 Individual savings and retirement products
385 Employer solutions and pensions
105 Life reinsurance
60 Other

12,958

Number of employees

2.1

billion USD

Underlying earnings
before tax

320

billion USD

Revenue-generating
investments
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Market positions
USa
# 3 Term life
# 4 Universal life
# 10 Variable annuities
# 13 Pensions
brazil
# 13 Life insurance

OUR BUSINESSES

AmErICAS

Canada
# 5 Universal life
# 6 Term life
# 6 Segregated funds
Mexico
# 9 Life insurance

Overview

Operating expenses

AEGON’s businesses in the Americas showed a strong
increase in underlying earnings and net income mainly
as a result of improved market conditions in 2010.
During the year, AEGON announced that it would explore
strategic options regarding its life reinsurance business,
Transamerica Reinsurance. This followed the
restructuring process started in 2009 and the company’s
announcement in 2010 that it would sharpen its focus on
its core businesses. AEGON also decided to discontinue
its small bank BOLI and COLI businesses in the
United States and to pursue further operational and cost
efficiencies by consolidating operations currently based
in Louisville, Kentucky with other existing locations.

Operating expenses declined 15% compared with 2009
to USD 2 billion, mainly as a result of significant cost
reductions, lower restructuring charges, a decrease in
employee benefit plan expenses and the transfer of
asset management activities to AEGON Asset
Management.

Underlying earnings before tax
Underlying earnings before tax increased 84% during the
year to USD 2.1 billion. Earnings from life and protection
remained stable as cost savings were offset by lower
margins. Individual savings and retirement products
returned to profit, mainly as a result of higher account
balances driven by a recovery in financial markets and
the absence of reserve strengthening. Earnings from
employer solutions and pensions increased as a result of
continued strong growth of the business as well as an
improvement in the financial markets.

Sales and deposits
AEGON experienced a 4% increase in new life sales in
the Americas during the course of 2010. Strong retail
new life sales in the United States and Latin America
were partly offset by lower life reinsurance sales.
Gross deposits – excluding run-off businesses – increased
3% to USD 27.8 billion in 2010. Continued strong growth
in variable annuity, retail mutual fund and pension
deposits was offset by a decline in fixed annuity deposits
as sales of this product are de-emphasized.
One of AEGON’s chosen markets and key growth drivers,
the company’s retirement businesses in the United States,
experienced a record year with more than USD 8 billion
of net deposits for 2010. Total net deposits, excluding the
run-off businesses, declined to USD 1.6 billion during the
year, mainly due to the decision to de-emphasize sales of
fixed annuities and stable value solutions outflows.

net income
Net income from the Americas more than doubled
compared with 2009 to USD 1.5 billion. This was mainly
the result of higher underlying earnings and realized
gains on investments, a better performance from fair
value items and fewer impairments. The result was only
partly offset by higher charges that were mainly related
to restructuring, the settlement of a dispute related to a
bank-owned life insurance policy in the United States
and losses from the run-off businesses.

Value of new business
Value of new business in the Americas declined 26% to
USD 304 million. The decline was due mostly to lower
life reinsurance sales and lower fixed annuity deposits.
The internal rate of return amounted to 13% in 2010.

Revenue-generating investments
Revenue-generating investments increased 4% to
USD 320 billion. This increase was the result of
significant improvements in bond, credit and equity
markets, partly offset by a decline in run-off assets.
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In 2010, AEGON decided to discontinue the small
bank BOLI and COLI businesses and to pursue
further operational and cost efficiencies.

Underlying earnings before tax

New life sales

In USD million

In USD million

10
09

2,111

10

831

09

1,150

796

Gross deposits (excluding run-off business)

Revenue-generating investments

In USD million

In USD billion

10

27,767

10

09

27,000

09

320
307

Operating expenses

Value of new business (VNB)

In USD million

In USD million

10

1,971

09

2,249

10

304

09

412

earnings overview aegOn americas
2010

2009

Life and protection

897

903

Individual savings and retirement products

664

(30)

Employer solutions and pensions

385

222

Life reinsurance

105

29

–

54

32

69

In USD million

Canada
Latin America
Underlying earnings before tax

6

2,111

(6)

1,150

Fair value items

(32)

(123)

Realized gains / (losses) on investments

502

89

Impairment charges

(506)

Other income / (charges)
Run-off businesses
income before tax
Income tax

%
(1)
–
73

–

84
74
–

(1,337)

62

(404)

(4)

–

(218)

(18)

–

(243)

–

1,453
41

940

net income

1,494

697

114

(96)

net UnDeRLying eaRningS

1,599

1,017

57
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OUR BUSINESSES

THE NETHErLANdS

THE NETHErLANdS
As a result of AEGON’s focus on core businesses, the funeral
insurance business in the Netherlands was sold. A further reduction
in expenses and investments in new capabilities will position the
company for sustainable growth.

fOCUS ON…

Wolter Jan Fonk,
aegOn the netherlands

Underlying earnings by lines of business
In EUR million

186 Life and savings
153 Pensions
33 Non-life
16 Distribution
(3) Associates

5,122

Number of employees

385

million EUR

Underlying earnings
before tax

73

billion EUR

Revenue-generating
investments
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Market positions
the netherlands
# 3 Group pensions
# 5 Accident and health
# 6 Individual life
# 7 Property and casualty

Overview

Sales and deposits

AEGON’s operation in the Netherlands reported strong
underlying earnings for 2010. Net income increased
considerably as a result of lower impairments and
improved results from fair value items. At the beginning
of the year, AEGON sold its funeral insurance activities.
During the fourth quarter the company announced a
reorganization of its banking activities. This is part of
AEGON’s strategy to focus on its core businesses,
positioning the company for sustainable growth.

Total new life sales in the Netherlands increased 4%.
AEGON successfully utilized its leading position in the
Dutch pension market to secure a number of sizeable
group pension contracts during the year. Individual life
sales were level at EUR 83 million as a result of
continued demand for mortgage-related products and
immediate annuities. This was a strong result, given that
the market as a whole is declining.

Underlying earnings before tax
Underlying earnings before tax declined 3% during the
year to EUR 385 million as increased earnings from
life and savings and non-life were more than offset by
lower pensions earnings. Life and savings increased to
EUR 186 million as improved margins on savings account
balances were only partly offset by a loss of earnings
due to the sale of the funeral insurance business.
Earnings from pensions declined to EUR 153 million,
mainly as a result of lower investment income. Non-life
earnings increased to EUR 33 million as a result of more
favorable motor and fire insurance claim levels. Earnings
from distribution remained level at EUR 16 million.

net income
Net income from AEGON’s businesses in the Netherlands
almost tripled to EUR 711 million. This sharp increase
was the result of a significant improvement in the
performance of fair value items and lower impairments,
somewhat offset by fewer realized gains on investments
compared with 2009.

Operating expenses
Operating expenses declined 14% during the year to
EUR 748 million. The decline was due mainly to cost
savings measures and the transfer of asset management
activities to AEGON Asset Management.

Following changes in government regulations, the
disability insurance market in the Netherlands is now
more open to private sector insurers. As a result, AEGON
accident and health premium production increased 53%
to EUR 26 million for the year.
AEGON reported EUR 2.4 billion of gross deposits for
2010, a decrease of 31% compared with 2009 as a result
of lower savings deposits. Net deposits turned negative
for the year as a result of higher outflows from savings
accounts due to lower interest rates offered on savings
accounts.

Value of new business
The value of new business in 2010 declined to
EUR 144 million. The positive effects of increased sales
were more than offset by lower spreads in AEGON’s
mortgage and annuity businesses. The internal rate of
return on new business amounted to 14%.

Revenue-generating investments
Revenue-generating investments increased 2% to
EUR 73 billion mainly as a result of improved market
conditions.
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THE NETHErLANdS

OUR BUSINESSES

As part of AEGON’s strategy to focus on its core
businesses, AEGON The Netherlands sold its
funeral business and announced a reorganization
of its banking activities.

Underlying earnings before tax

New life sales

In EUR million

In EUR million

10

385

09

398

10

248

09

239

Gross deposits

Revenue-generating investments

In EUR million

In EUR billion

10

10

2,382

09

3,434

73

09

71

Operating expenses

Value of new business (VNB)

In EUR million

In EUR million

10
09

10

748
873

144

09

184

earnings overview aegOn the netherlands
2010

2009

Life and savings

186

180

3

Pensions

153

174

(12)

Non-life

33

29

14

Distribution

16

16

Share in underlying earnings before tax of associates

(3)

(1)

In EUR million

%

–
(200)

Underlying earnings before tax

385

398

Fair value items

361

(374)

Realized gains / (losses) on investments

155

351

(56)

Impairment charges

(11)

(111)

90

Other income / (charges)

(3)
–

38

–

–

income before tax

928

264

–

Income tax

(217)

net income

711

241

net UnDeRLying eaRningS

292

298

(23)

SHARPENING OUR FOCUS

–

195
(2)

35

36

UNITEd KINgdOm
In 2010, AEGON started implementing a new operating model in the
United Kingdom in order to reduce costs in the life and pensions
business by 25% by the end of 2011. The company is on track and
focuses for future growth on the At Retirement and Workplace
Savings markets, where AEGON has leading positions.

fOCUS ON…

Lon Martin, transamerica

Underlying earnings by lines of business
In GBP million

60 Life
6 Pensions
(5) Distribution

4,138

Number of employees

61

million GBP

Underlying earnings
before tax

58

billion GBP

Revenue-generating
investments
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OUR BUSINESSES

UNITEd KINgdOm

Market positions
United Kingdom
# 3 Group pensions
# 3 Individual pensions
# 6 Annuities
# 8 Individual protection

Overview
In the United Kingdom, underlying earnings from
AEGON’s businesses increased substantially in 2010. This
was mainly the result of improved financial markets and
business growth. Net income also improved, mainly due
to a decrease in impairment charges.
AEGON is taking significant steps to improve its return
on capital in the United Kingdom. The company is on
track to reduce costs by 25% in its life and pensions
operation by the end of 2011, and is directing more
resources to the key growth At Retirement and
Workplace Savings markets, where AEGON has leading
positions. The company has set a target for a reduction
in operating expenses of GBP 80 to GBP 85 million
annually, of this, savings of GBP 33 million had already
been enacted by the end of 2010.

Underlying earnings before tax
Underlying earnings from AEGON’s businesses in the
United Kingdom increased 30% to GBP 61 million during
2010, as a result of growth of the business and improved
financial markets. Earnings from the life business
increased to GBP 60 million due to growth of the annuity
book in previous periods and lower expenses following
the closure of the employee benefits business.
However, results from pensions declined to GBP 6 million.
Benefits from further business growth and improved
market conditions were more than offset by the transfer
of asset management activities to AEGON Asset
Management, higher deferred policy acquisition costs
amortization and expenses relating to AEGON’s
customer redress program.
AEGON began to implement a program to identify and
correct historical issues within its customer policy
records in May 2009. The first priority has been to deal
with issues that resulted in financial detriment to
customers, and to return those affected to the financial
position they would have been in had the issue not

occurred. The program to determine the full scope of
customer redress continues. In 2010, AEGON UK received
a fine of GBP 2.8 million from the FSA due to system and
control failings, some of which have led to customer
detriment. AEGON is on track to pay out the majority of
the customer detriment by the end of 2011. 2010 results
included a GBP 25 million customer redress charge
(2009 GBP 38 million).

net income
Net income amounted to GBP 72 million for 2010, a
significant improvement compared with GBP 8 million
the previous year. Higher underlying earnings and
significantly lower impairments during the year more
than offset a decline in fair value item results and lower
realized gains on investments. Net income in 2010 also
benefitted from tax credits, in particular a GBP 25 million
positive impact from the reduction of the corporate tax
rate from 28% to 27% effective April, 1, 2011, with
consequential impact on deferred taxes.

Operating expenses
Operating expenses declined 6% during the year to
GBP 390 million. The decline was mainly due to cost
saving measures and the transfer of the asset
management activities to AEGON Asset Management,
partly offset by project-related costs and charges
relating to the restructuring of AEGON’s operations in
the United Kingdom, announced in June 2010. The
restructuring aims to reduce costs by 25% in the life
and pensions operations by the end of 2011. Further
restructuring charges are expected. As already noted,
a significant proportion of the targeted reduction was
enacted 2010.

Sales and deposits
Compared with the previous year, new life sales
increased 1% to GBP 907 million. Higher sales of
pensions and retirement products were offset by a
planned decrease in sales of immediate annuities
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following repricing. Sales during 2009 included existing
AEGON group personal pension business which was
transferred internally to new group pension contracts.
AEGON decided in 2010 not to include these rewrites as
part of new business reporting. The company believes
that the exclusion of such rewrites provides a clearer
indication of new premium secured.

Value of new business
In 2010, the value of new business in the United Kingdom
declined significantly to GBP 56 million as a result of

repricing immediate annuities and the decision to adopt
a more conservative investment strategy by investing in
new assets in gilts, rather than corporate bonds. The
internal rate of return on new business amounted to 11%
in 2010.

Revenue-generating investments
Revenue-generating investments increased 8% to
GBP 58 billion mainly as a result of business growth and
higher equity markets.

Underlying earnings before tax

New life sales

In GBP million

In GBP million

10

61

09

47

10

907

09

899

Gross deposits

Revenue-generating investments

In GBP million

In GBP billion

10

10

82

09

158

58

09

53

Operating expenses

Value of new business (VNB)

In GBP million

In GBP million

10

390

09

413

10

56

09

152

earnings overview aegOn UK
In GBP million

Life
Pensions
Distribution
Underlying earnings before tax

2010

2009

60

38

58

6

25

(76)

(5)

(16)

69

47

30

61

%�

Fair-value items

(8)

25

Realized gains / (losses) on investments

12

70

(30)

(163)

82

41

59

(31)

Impairment charges
Other income / (charges)

–
(83)

income before tax

76

38

Income tax attributable to policyholder return

(57)

(59)

income before income tax on shareholders return

19

(21)

–

Income tax on shareholders return

53

29

83

net income

72

8

–

103

59

75

net UnDeRLying eaRningS

100
3
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NEW mArKETS

NEW mArKETS
AEGON aims to grow its New Markets to higher
underlying earnings before tax despite downturns
in earnings in Central & Eastern Europe and losses
in Asia due to investments in growth.

fOCUS ON…

Lon Martin, transamerica

Underlying earnings by lines of business
In EUR million

76 Life
48 Associates
46 Asset management
20 Non-life
18 Pensions
(8) Individual savings & retirement products

4,940 �

Number of employees �

200

million EUR �

Underlying earnings
before tax

34

billion EUR

Revenue-generating
investments
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Market positions
Cee
# 2 Life in Hungary
# 4 Non-life in Hungary
# 5 Unit-linked in Poland

France
# 10 Life insurance
China
# 9 Foreign-owned life insurers

Spain
# 7 Life insurance

Overview
AEGON’s operations in New Markets reported higher
underlying earnings in 2010. Higher contributions from
Spain and France, Variable Annuities Europe and the
first-time inclusion of AEGON Asset Management were
partly offset by lower earnings from Central & Eastern
Europe and higher losses from continued investments in
the company’s operations in Asia. Although still
negative, net results from AEGON’s Asian operations
improved considerably compared to the previous year,
which included a charge related to the sale of the
company’s activities in Taiwan.

Underlying earnings before tax
Underlying earnings before tax from New Markets
increased 18% compared with 2009 to EUR 200 million.
The increase was driven by a higher contribution from
Spain and France and Variable Annuities Europe, as well
as the inclusion of AEGON Asset Management, which
added EUR 46 million in earnings to New Markets.
Earnings from Central & Eastern Europe decreased,
while in Asia losses were higher as a result of continued
investments in growth of the business.
In Central & Eastern Europe, the life and pensions
operations performed in-line with 2009. However, the
non-life business reported lower earnings due to higher
claims relating to storms and floods in Hungary.
AEGON’s operations in Asia recorded a loss of EUR 39
million as a result of continued investments in the
company’s joint ventures in China, India and Japan.
Earnings from Spain and France increased due to a
higher contribution from La Mondiale Participations,
AEGON’s associate in France.
Variable Annuities Europe turned to profit during the
year and contributed EUR 11 million as a result of
continued growth of the business.

In 2010, asset management and administration fees were
reduced, due to new pension legislation in Hungary.
Assets have been transferred to the Hungarian State
during the first quarter of 2011. In Poland, the government
has announced plans to reduce contributions to private
pension funds. AEGON expects these measures to have
an impact on underlying earnings of approximately
EUR 25 million in 2011.

net income
In 2010, New Markets turned a net profit of EUR 91 million.
A loss was reported in 2009 due to a one-off charge
related to the sale of the company’s life insurance
activities in Taiwan. Net income in 2010 included charges
related to the Hungarian pension legislation changes
of EUR 23 million and EUR 19 million related to bank tax
in Hungary.

Operating expenses
Operating expenses increased to EUR 562 million for
2010, as compared to EUR 227 million in 2009. The
increase was mainly due to the inclusion of AEGON
Asset Management and restructuring charges.

Sales and deposits
New life sales during 2010 declined 4% compared with
the previous year to EUR 275 million. Growth in Central
& Eastern Europe - and to a lesser extent Asia - was
more than offset by a decline in Spain. Strong singlepremium production in the bank channel in Poland,
continued growth in Hungary and a successful shift from
pensions to life insurance in Turkey contributed to the
26% growth in new life sales in Central & Eastern Europe.
Sales in Asia increased 6% as a result of growth in both
China and India, while the decrease in Spain was mainly
due to lower sales from AEGON’s partnership with CAM.

ANNUAL REPORT 2010

Gross deposits rose to EUR 9.1 billion, mainly as a result
of strong growth in AEGON Asset Management.
The main reason for the 2010 net deposits of EUR 3.9
billion was new asset management mandates, but all
units contributed and experienced net inflows.

NEW mArKETS

OUR BUSINESSES

Growth in Variable Annuities Europe and Central &
Eastern Europe was largely offset by the decline in Spain,
which was driven mainly by lower sales. The internal rate
of return on new business remained high at 34%.

Revenue-generating investments
Value of new business
The value of new business for New Markets decreased
3% to EUR 116 million as compared to the previous year.

Revenue-generating investments increased 100%
during the year to EUR 34 billion at December 31, 2010,
mainly as a result of the inclusion of AEGON Asset
Management.

Underlying earnings before tax

New life sales

In EUR million

In EUR million

10

10

200

09

275

09

170

285

Gross deposits

Revenue-generating investments

In EUR million

In EUR billion

10

9,082

09

10
09

4,817

34
17

Operating expenses

Value of new business (VNB)

In EUR million

in EUR million

10
09

562
227

10

116

09

120

Underlying earnings geographically new Markets
In EUR million

Central & Eastern Europe

2010

2009

%

95

117

(19)

(39)

(14)

(179)

Spain & France

87

71

23

Variable Annuities Europe

11

(4)

Asia

AEGON Asset Management
UnDeRLying eaRningS beFORe tax

–

46

–

–

200

170

18
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AEgON mILESTONES Of 2010
Transamerica Insurance & Investment Group announces the launch of transSecurity, a concept
specifically designed to help financial advisors address the concerns of clients with current
financial needs, while ensuring that future generations also benefit.

JanUaRy

AEGON Religare introduces iTerm Plan, the most affordable insurance available in india and
also the only one designed exclusively for online distribution.

AEGON shares delisted from the tokyo Stock exchange because the volume of shares traded
did not justify the related expense. AEGON continues to be listed on Euronext Amsterdam,
the New York Stock Exchange and the London Stock Exchange.

FebRUaRy

MaRCH

TRANSAMERICA® and LIVESTRONG® announce New Transamerica
LIVESTRONG SurvivorPlan policies offering vital insurance protection
for cancer patients with access to exceptional resources from the Lance
Armstrong Foundation.
AEGON Spain launches its savings product family Cuentaegon,
including a version for children called CuenTAEgon Junior. The product
offers convenience, flexibility, security and tax benefits.

AEGON sells its Dutch funeral insurance business to Dutch investment firm Egeria for
EUR 212 million. The sale was part of an ongoing review of AEGON’s businesses around the world. �
AEGON-CNOOC launches its single premium universal life (UL) plan. The product is designed for
people who focus on both protection and asset accumulation with minimum guaranteed return
and provides additional accidental medical protection. �

JUne

aPRiL

CEO Alex Wynaendts provides a strategic update to the market, which includes steps to sharpen
AEGON’s focus on its three core activities: life insurance, pensions and asset management.
Consistent with this strategy, he announces that the company is taking further steps to allocate
capital to businesses and markets that offer higher growth and returns over the long term.
AEGON announces restructuring and re-focus of its businesses in the United Kingdom and its
decision to explore all strategic options for the company’s life reinsurance business,
transamerica Re, which include finding a suitable buyer for the business.

Sarah Russell appointed CeO of global asset Management, effective August 1, 2010. Ms. Russell
will lead AEGON Asset Management into a new period of development and growth, in line with the
company’s ambitions.
Carla Mahieu appointed global Head of Human Resources, effective September 1, 2010.
Ms. Mahieu will support AEGON’s efforts to attract, develop and retain the best talent in the
international insurance, pension and asset management industry.

JULy
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AEgON mILESTONES Of 2010

AEGON Religare Life Insurance announces the launch of its fixed-benefit health insurance plan, aegOn Religare
Health Plan. This plan offers customers a number of unmatched benefits, including coverage of all surgeries.
AEGON-CNOOC launches its PaR endowment with living benefit. The product is designed for
customers who need long-term saving for a well-planned retirement combined with life insurance.

aUgUSt

The European Commission approves the capital support obtained from the Dutch State
through Vereniging aegOn at the height of the financial crisis in 2008. Alongside the company’s
long-term strategy, it is a key priority for AEGON to repurchase the capital. In line with this, AEGON
repurchases a further eUR 500 million.

AEGON appoints Executive Vice President Marc van Weede as global Head of Sustainability,
effective October 1, 2010. The appointment of Mr. Van Weede extends AEGON’s more integrated
approach to managing its operations around the world.
Mongeral AEGON is the first insurance company in Brazil to introduce products for high net worth
clients when it launches its family of Private Solutions products.

SePteMbeR

AEGON UK announces significant enhancements to its flagship unit-linked guarantee product,
aegOn Secure Lifetime income (ASLI). The enhancements offer improved benefits for
customers and complement AEGON’s focus on the At Retirement market in the United Kingdom.
Transamerica Retirement Services announces a unique service, total Plan Management, a new
systematic plan management program to help financial advisors, third party administrators and
plan sponsors better administer employer-sponsored retirement plans.

nOVeMbeR

AEGON Spain launches PPa evolution, a product designed for a generation that is starting
to save regularly.

AEGON announces restructuring of some of its United States operations, as part of its plans to
pursue further operational and cost efficiencies by consolidating its operations there. It also
announces that it will wind down its executive non-qualified benefit plans and related Bank-Owned
and Corporate-Owned Life Insurance (BOLI/COLI) business.

DeCeMbeR
AEGON announces a new organizational structure for its operations in asia. Under the new
structure all Asian based insurance businesses will be managed as one regional division
headquartered in Hong Kong and led by new CEO, Douglas Henck. The integration will be carried
out during 2011.
AEGON announces a new product, aegOn Settlement Package Saving in the Netherlands. The
product is a savings account in which the settlement amount can later be used to complement
income or pension payments.

SHARPENING OUR FOCUS

43

44

rISK mANAgEmENT
As an insurance company, AEGON manages risk on behalf of its
customers and other stakeholders. As a result, the company is
exposed to a variety of underwriting, operational and financial
risks. AEGON’s risk management and control systems are designed
to ensure that these risks are managed effectively and efficiently.

Definition and tolerances

Culture: Encourage a strong risk culture by stressing

For AEGON, risk management involves:
Understanding which risks the company is able to
underwrite.
Establishing a firm framework through which the riskreturn trade-off associated with these risks can be
assessed.
Establishing risk tolerances and supporting policies
limiting the level of exposure to a particular risk or
combination of risks.
Measuring and monitoring risk exposures and actively
maintaining oversight over the company’s overall risk
and solvency positions.

the company’s low tolerance for operational risk. This
will help improve operational excellence and ensure
the company treats its customers and other
stakeholders fairly.
Risk balance: Manage the concentration of risk and
encourage risk diversification within AEGON.

By setting certain pre-defined tolerances and adhering
to policies that limit the overall risk the company is
exposed to, AEGON is able to accept risk with the
knowledge of potential returns and losses.

Objectives of risk management
AEGON must, at all times, maintain a solvency and
liquidity position such that no plausible scenario would
cause the company to default on its obligations to
policyholders. To accomplish this, AEGON has
established a number of basic objectives for its risk
management strategy:

Financial strength: Ensure AEGON meets long-term
obligations to policyholders. AEGON uses three
measures to determine its approach to financial strength:
 the company’s internal Excess Capital Requirement;
 the European Union’s Insurance Group Directive
capital ratio;
 and an internal view, based on the company’s
economic requirements.
Continuity: Ensure a high likelihood that AEGON will
meet policyholder obligations, even under plausible
extreme events.

types of risk
As an international provider of life insurance, pensions
and asset management products, AEGON faces a
number of risks, including underwriting, operational and
financial. Some of these risks may arise from internal
factors, such as inadequate compliance systems. Others,
such as movements in interest rates or unexpected
changes in longevity or mortality trends, are external in
nature. AEGON’s most significant risk is to changes in
financial markets, related particularly to movements in
interest rates, equity and credit markets. These risks,
whether internal or external, may affect the company’s
operations, its earnings, its share price, the value of its
investments, or the sale of certain products and services.

Risk management in 2010 1
The effects of the global crisis that began in 2008
continued to be felt throughout 2010. Equity markets
increased but remained volatile. Interest rates, already
at historic lows, declined during the year, improving in
the fourth quarter but ending at levels lower than the
end of the previous year. After initially narrowing during
the first part of the year, credit spreads later widened,
reverting to levels seen at the start of 2010. General
economic and business conditions remained difficult.
During the year, AEGON carried out regular sensitivity
analyses to determine the impact of different economic
and business scenarios, particularly on the company’s

1 Please note that the information here is intended as an overview only. A more detailed explanation of credit risk, equity and other
investment risk, interest rate risk, currency exchange rate risk, liquidity risk, underwriting risk and operational risk, as well as other
company-wide risk management policies may be found in the consolidated financial statements, note 4. Further information on
sensitivity analyses may also be found on these pages.
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Risk overview 2010

Credit risk

After initially narrowing during the first part of the year, credit spreads later widened,
reverting to levels seen at the start of 2010. Defaults and downgrades improved. During the
year, AEGON took a number of specific steps to reduce its exposure to credit risk:
Restructuring of AEGON US’s investment portfolio and a reduction in high yield bonds.
Reduction in exposure in the Netherlands through the sale of high yield investments, Dutch
residential mortgage-backed and other asset backed securities, as well as a further
reduction in exposure to lower-rated European countries.
In the United Kingdom, increased investment in lower-risk long-term UK government bonds.

equity market
Equity markets were volatile throughout the year. During 2010, AEGON further extended its
risk and other
program of hedging equity risk at its US and Dutch operations to protect the company against
investment risks a possible deterioration in equity markets.
interest rate risk Interest rates continued to decline for most of 2010 from already low levels. Falling rates
particularly impacted investment income and margins on financial guarantees included in
certain policies. AEGON took several de-risking initiatives to reduce exposure to movements in
interest rates. In the United States, a number of interest rate sensitive products were repriced
and product features adjusted to decrease interest rate risk. Fixed annuity sales in the United
States, meanwhile, were de-emphasized. In addition, in the United Kingdom, steps were taken
to direct investments to lower risk long-dated UK government bonds.
Currency
exchange
rate risk

As an international company, AEGON is exposed to movements in currency rates. However,
AEGON does not consider this exposure to be material. The company holds its capital base in
various currencies in amounts that correspond to the book value of individual country units,
thus mitigating currency risk. AEGON does hedge cash flows from operating subsidiaries as
part of its broader capital and liquidity management.

Liquidity risk

AEGON has a strong liquidity management strategy in place. Since the early 1990s, AEGON
has been constantly refining and developing its approach to liquidity management. As part
of this approach, AEGON regularly considers the most extreme liquidity stress scenarios,
including the possibility of prolonged “frozen” capital markets, an immediate and permanent
rise in interest rates, and policyholders withdrawing liabilities at the earliest conceivable
date. In addition, the company has highly developed liquidity stress planning in place. In
2010, AEGON further increased its holdings of cash and highly liquid assets as a precaution
against liquidity risk. AEGON’s liquidity management strategy ensures the company will not
be a forced seller of assets even in a severe stress scenario. Stress tests show that available
liquidity would more than match the company’s liquidity requirements for at least the next
two years, even if market conditions were to significantly deteriorate from current conditions.

Underwriting
risk

AEGON’s earnings depend, to a significant degree, on the extent to which claims experience
is consistent with assumptions used by the company to price products and establish technical
liabilities. Changes in, among other things, morbidity, mortality, longevity trends and
policyholder behavior could have a considerable impact on AEGON’s income. AEGON believes
it has the capacity to take on more underwriting risk (providing it is correctly priced) in line
with the company’s broader strategy to capitalize on growth opportunities in its main life
insurance and pension markets.

Operational risk Like other companies, AEGON faces risks resulting from operational failures or external
events, such as changes in regulations, acts from personnel and natural or man-made
disasters. AEGON’s systems and processes are designed to support complex products and
transactions and to avoid such issues as system failures, financial crime and breaches of
security. AEGON is constantly working on analyses studying such operational risks and
regularly develops contingency plans to deal with them.
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earnings and capital position. These plans also cover
extreme event scenarios, such as the possibility of
pandemics in one or more of the company’s main markets.

The Supervisory Board (and the Supervisory Board

During 2010, AEGON took a series of measures to limit
the company’s exposure to major financial risks (see
page 45).

Risk and Capital Committees (RCCs) present at group

Risk Committee).

The Executive Board (and the Executive Board Risk
Committee).

aegOn’s risk governance framework
AEGON has a strong culture of risk management,
based on a clear, well-defined governance framework.
The goals of this framework are as follows:
To minimize ambiguity by clearly defining
responsibilities and reporting procedures for decision
makers.
To institute a proper system of checks and balances
by ensuring that senior management is aware at all
times of material risk exposure.
To manage concentration of risk by avoiding the
threat of insolvency from an over-concentration of
risk in particular areas.
To facilitate diversification by enabling management
to identify diversification benefits from apparent
risk-return trade-offs.
To reassure external constituencies that AEGON has
appropriate risk management structures and controls
in place.

governance structure
AEGON’s risk management framework is represented
across all levels of the organization. This ensures a
coherent and integrated approach to risk management
throughout the company. Similarly, AEGON has
a number of company-wide risk policies in place, which
detail specific operating guidelines and limits. These
policies are designed to keep overall risk-specific
exposures to a manageable level. Any breach of policy
limits or warning levels triggers immediate remedial
action or heightened monitoring. Further risk policies
may be developed at a local level to cover situations
specific to particular regions or operating units.
AEGON’s risk management governance structure has
three basic layers:

level, regional level and in AEGON’s operating units.
AEGON’s Executive Board has overall responsibility for
risk management. The Board adopts the risk governance
framework and determines the company’s overall risk
tolerance and company-wide risk policies.
In 2010, AEGON established the Executive Board Risk
Committee with responsibility for ensuring proper
execution of the risk governance framework, as well as
monitoring compliance with the risk tolerance and
company-wide risk policies. The Executive Board Risk
Committee has three members: the Chief Executive
Officer, the Chief Financial Officer and the Chief Risk
Officer. This Committee reports regularly significant risks
to and discusses risk strategy with the Risk Committee
of the Supervisory Board, which is responsible for
overseeing AEGON’s enterprise risk management,
including risk governance and measures taken to ensure
risk management is integrated properly into the
company’s broader strategy. The Risk Committee of the
Supervisory Board also supervises overall risk exposure
in light of management’s risk tolerance, the companywide risk policies and AEGON’s overall solvency position.
This Committee reports to the full Supervisory Board on
a quarterly basis or more frequently, if required. Details
of members of the Supervisory Board’s Risk Committee
can be found on page 63 of this Annual Report. It is the
responsibility of the Executive Board to inform the
Supervisory Board should any risks directly threaten the
solvency, liquidity or operations of the company.
The Chief Risk Officer also has an individual responsibility
in this regard and has direct access to the Chairman of
the Supervisory Board Risk Committee.

Risk and Capital Committees
The Executive Board Risk Committee (EBRC) also
supervises the work of AEGON’s Group Risk & Capital
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Committee (GRCC). The GRCC is responsible for
managing AEGON’s overall balance sheet position, while
ensuring that risk-taking is within overall tolerance levels
and risk policies, and that the company’s capital position
is sufficient to support both the company’s business
objectives and capital requirements. The Management
Board oversees the activities of the GRCC.

Group Risk also identifies best risk management
practices, facilitates implementation thereof and helps
ensure there is consistency in the application of these
practices across the company. In addition, Group Risk
performs risk analyses, either at its own initiative or at
the request of management, including the analysis of
extreme events and related management capabilities.

The GRCC is comprised of the company’s Chief Financial
Officer (Chairman), the Head of the Corporate Financial
Center, the Chief Investment Officer for AEGON’s general
account, CFOs from the Americas, the Netherlands and
the United Kingdom and the Chief Risk Officer. The Chief
Risk Officer has the additional authority to defer
decisions that can have a significant impact on the
company’s solvency, liquidity or operations to the
Executive Board Risk Committee.

AEGON’s risk management staff structure is fully
integrated. Operating unit CROs have a direct reporting
line into AEGON’s Chief Risk Officer or one of the
regional CROs that report directly into AEGON’s Chief
Risk Officer. Regions include the Americas, Central &
Eastern Europe and Asia.

Risk and capital Committees (RCCs) have also been
established at each of AEGON’s regions and operating
units. The responsibilities and prerogatives of the RCCs
are set out in their respective charters and are similar in
content to those of the GRCC, but tailored to local
circumstances. AEGON’s regional and operating unit
Chief Risk Officers (CROs) have the additional authority
to defer decisions that can have a significant impact on
the region’s or operating unit’s solvency, liquidity or
operations to the Board of the region or operating unit
and AEGON’s Chief Risk Officer.

group Risk
Group Risk is responsible for developing and keeping
oversight of compliance with the risk governance
framework, risk methodology, risk tolerances and risk
policies. This involves identifying risk, particularly
operational and emerging risk, as well as reviewing risk
assessments carried out by operating units.

Lines of defense
AEGON’s risk management structure includes the
establishment of three “lines of defense” to ensure
conscious risk-return decisions and limit the magnitude
of potential losses within defined levels of certainty.
The objective of this structure is to avoid surprises,
either due to unidentified risks materializing or losses
that exceed pre-defined risk tolerance levels and related
limit structures.
The company’s first line of defense has direct
responsibility for managing and taking risk in accordance
with defined risk tolerances and risk policies, i.e.
business and support functions. The second line of
defense facilitates and oversees the effectiveness and
integrity of enterprise risk management across the
company, i.e. risk functions and committees. Finally, the
third line of defense provides independent assurance
and challenge regarding the effectiveness and integrity
of enterprise risk management across the company, i.e.
audit functions and committees.
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CApITAL ANd LIqUIdITy mANAgEmENT �
AEGON aims to secure stable and strong capital adequacy for its
businesses, strengthening its ability to withstand adverse market
conditions and ensuring the company is able to meet long-term
obligations toward its stakeholders.

guiding principles
AEGON has a number of guiding principles, which
determine its approach to capital and liquidity
management:
Ensure AEGON’s business and operating units have
strong capital adequacy.
Manage and allocate capital as efficiently as possible,
maximizing returns and supporting the company’s
overall objective of sustainable, profitable growth.
Maintain overall capital strength and an efficient
capital structure through management of the
company’s capital base and leverage.
Ensure sufficient liquidity to meet obligations at a
reasonable cost to the company.
Ensure AEGON’s continued access to international
money and capital markets on competitive terms and
thereby reduce the company’s overall cost of capital.

significant amount of capital from its existing businesses
through a combination of risk reduction, greater capital
efficiency and a more active capital management strategy.
Given current uncertain economic and market conditions,
AEGON intends to retain an adequate capital buffer for
the foreseeable future. For an overview of AEGON’s
strategy, please see pages 9 to 15.

Core capital from the Dutch State
In December 2008, AEGON secured EUR 3 billion in core
capital from the Dutch State through the issuance of
convertible core capital securities. The core capital was
part of a broader program of support for banks and
insurance companies in the Netherlands during the
recent financial crisis (see the Strategy section of this
report on pages 14 to 15 for more detail).

Releasing capital
Taken together, AEGON believes these guiding principles
strengthen the company’s ability to withstand adverse
market conditions, enhance its financial flexibility and
serve the long-term interests of both the company and
its stakeholders.

governance
Since October 2009, AEGON has been subject to group
supervision by the Dutch Central Bank in accordance
with the requirements of the European Union’s Financial
Conglomerate Directive. AEGON’s Corporate Treasury
manages and coordinates capital and liquidity
management strategies and processes. The department
acts under the authority of the Group Risk & Capital
Committee (for further details on this Committee, please
see pages 46 to 47).

Capital management
Strategic importance
AEGON’s approach to capital management plays a vital
role in the company’s broader strategy, which is based in
part on ensuring more capital is directed toward those
markets that offer strong growth prospects and higher
returns. In recent years, AEGON has released a

In the thirty months from June 2008 to December 2010,
AEGON released a total of EUR 6.7 billion in capital from
its businesses, well above the company’s initial target of
EUR 4 to EUR 5 billion. In combination with other
measures (see the Strategy section of this report on
pages 9 to 15), this capital release program ensured
AEGON could withstand the sharp deterioration in
economic and market conditions during the global
financial crisis.

improving risk-return profile
AEGON has taken measures to improve its risk-return
profile and lessen its exposure to world financial
markets. These measures, in turn, have had the effect of
lowering the company’s overall capital requirements.
In addition, AEGON has taken decisions in recent years
that have led to an improved risk-return profile, including
the sale of the company’s life insurance activities in
Taiwan and the run-off of AEGON’s spread-based
institutional business in the United States. Since mid2008, risk reduction measures have accounted for
approximately 40% of AEGON’s efforts at preserving
and releasing capital.
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Measures taken during 2010 included lowering the
company’s exposure to equity markets by increased
hedging of variable annuity back books in the
United States.

Reallocating capital
AEGON’s aim over the next few years is to reallocate
capital toward markets offering strong growth and
higher returns. This includes markets in Latin America,
Asia, Spain and Central & Eastern Europe, as well as
specific, high-growth segments in the company’s more
established markets – the United States, the Netherlands
and the United Kingdom. To achieve this goal, AEGON
has put a number of measures in place over the
past year:
Discontinuation of sales of executive non-qualified
benefit plans and associated Bank-Owned and
Corporate-Owned Life Insurance (BOLI-COLI) in
the United States.
In the United States, AEGON is also shifting its focus
from spread-based to fee-based products, expanding
its pension business, running off its spread-based
institutional business, as well as de-emphasizing
fixed annuities.
AEGON has, in the meantime, continued to invest in
growth markets in Asia, Latin America and Central &
Eastern Europe.
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In 2010, AEGON’s capital position remained strong. At the
end of the year, AEGON had an excess over and above its
capital adequacy requirements of EUR 3.8 billion, an
improvement from EUR 3.7 billion twelve months earlier.
AEGON’s Insurance Group Directive ratio – a common
measure of capital adequacy in the European Union –
was 198%, down from 204% at the end of 2009. This
was mainly due to an increase in capital requirements in
the Americas. AEGON’s capital position in 2010 was
strengthened by increased earnings from the company’s
operating units. Over the past year, these units have
generated a total of EUR 1.4 billion in cash flow to the
group. Excess capital increased despite a revision to
Standard & Poor’s risk factors, which led to a rise in
capital requirements in 2010. As a result, capital
adequacy requirements in the Americas rose by an
estimated USD 1.8 billion during the year.

Capital quality and leverage
AEGON’s capital base consists of the following
components:
Core capital, which comprises shareholders’ equity
(excluding the revaluation reserve), and convertible
core capital securities issued in December 2008.
Perpetual capital securities (including currency
revaluations).
Dated subordinated and senior debt.

Capital requirements and leverage

AEGON’s capital base 2010

AEGON’s goal is to ensure that all units maintain a
strong financial position, now and into the future, and
are able to sustain losses from adverse business and
market conditions. The company’s overall capital
management depends on the following factors:
Capital adequacy

In %
6%
19%

Core capital

Capital quality
Capital leverage
Capital adequacy
Capital adequacy is managed at company-wide, country
and operating unit levels, as well as at the level of
individual legal entities within the organization. As a
matter of policy, AEGON maintains operating companies’
capital adequacy at whichever is higher of the following:
Regulatory requirements.
Relevant requirements for AA capital adequacy.
Any additionally self-imposed internal requirements.

Perpetual capital
securities
75%

Net debt

AEGON places limits on the amount of non-core capital
in its overall capital base. Currently, the company’s aim is
to ensure that core capital comprises at least 70% of the
capital base, and that perpetual capital securities and
dated subordinated and senior debt account for no more
than 25% and 5% respectively. At the end of 2010,
AEGON’s capital base consisted of 75% core capital and
19% perpetual capital securities. Dated subordinated and
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Solvency ii

A uniform and enhanced level of policyholder

In Europe, new rules covering the insurance industry
have been proposed and are currently being debated.
The Solvency II frameworks will replace and enhance
the Solvency I framework, the currently applicable EU
rules on capital for insurers. Solvency II is expected to
come into force on January 1, 2013.

protection; the Solvency II framework should,
reduce the chance of any particular insurer failing.
Efficient allocation of capital across the industry,
resulting in reduced costs for consumers.
Increased competition between insurance
companies, leading to improved product
development and pricing.

In broad terms, Solvency II will apply to insurance and
reinsurance companies in Europe and to groups with
European insurance and/or reinsurance businesses
and will redefine the rules under which insurers
calculate their capital. The amount of capital an
insurance company will be required to hold under the
rules of the Solvency II framework will be determined
in a more risk-sensitive way, and more by the type of
business it writes and the way it manages its risks
than under the current rules.
In addition to a risk-based approach, the proposed
framework for Solvency II is intended to create a more
harmonized European framework of prudential
regulation of insurers and reinsurers. The main aims
of Solvency II include:
The introduction of more sophisticated,
comprehensive and risk-sensitive solvency
requirements, enabling a better coverage of the
risks run by a particular insurer.
Improved transparency through more extensive
disclosure of information (among other measures),
thus providing rating agencies, policyholders,
brokers, and investors a better understanding of
how individual insurance companies are run, the
risks they take and how they allocate their capital;
the aim is to allow market discipline to help ensure
the soundness and stability of insurers.

AEGON has been managing its business using
economic value metrics for a number of years, in
addition to using more traditional measures such as
embedded value and IFRS earnings. AEGON is
working hard with European regulators and
supervisors to see that Solvency II is implemented in
a way that will ensure the company’s ability to remain
competitive. A significant amount of AEGON’s
business is located in the United States, where the
company competes against US domestic companies
that are not subject to Solvency II requirements.
AEGON is coordinating its efforts with key European
decision makers across the industry to ensure the
best outcome for its businesses.
To support the introduction of Solvency II, AEGON
has put in place a global project team tasked with
implementing the framework across its businesses.
The project team includes a range of disciplines,
including Finance, Risk Management and Actuarial.
The team is presently setting the direction,
methodology and strategy for the company’s
implementation of Solvency II. It also supports teams
in each of the strategic business units that are
working on the company’s implementation of
Solvency II.
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senior debt accounted for the remaining 6%. AEGON’s
goal is to further improve the quality of its capital base
by increasing the proportion of core capital to at least
75% by the end of 2012.
Group equity comprises core capital (including the
revaluation reserves), and other equity securities.
These include perpetual cumulative capital securities
and junior perpetual capital securities, as well as other
equity reserves. At the end of 2010, these equity
securities totaled EUR 4.7 billion.
Core capital

Group equity

In EUR billion
23.4

25

18.7

20
15

18.9

14.2

10
5
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Most important ratings (December 31, 2010)
Agency
Standard
&Poor’s

AEGON N.V.

AEGON USA

AOutlook: negative

AAOutlook: negative

Moody’s

A3
Outlook: negative

A1
Outlook: negative

Fitch

AOutlook: Stable

AAOutlook: Stable

Liquidity management
Liquidity management is a fundamental building block of
AEGON’s overall financial planning and capital allocation
processes. AEGON’s aim is to ensure that liquidity is
sufficient to meet cash demands even under extreme
conditions. The amount of liquidity held is determined by
the company’s liquidity risk policy, which ensures that
AEGON and its operating companies maintain a prudent
liquidity profile.

Sources and uses of liquidity

0

09

10

09

10

Ratings
Throughout the recent financial crisis, AEGON’s aim has
been to maintain excess capital over and above the
amount required to maintain an AA financial strength
rating. This remains the company’s objective, and
plays an important role in determining overall capital
management strategy. In 2010, AEGON maintained strong
financial strength ratings from leading international
rating agencies for its operating subsidiaries and a
strong credit rating for the holding.

AEGON’s subsidiaries are primarily engaged in the life
insurance business, which is a long-term business with
relatively illiquid liabilities and generally matching
assets. Liquidity consists of both liquid assets held in
investment portfolios, as well as inflows generated by
premium payments and customer deposits. These are
used primarily to purchase investments, as well as to
fund benefit payments to policyholders, policy
surrenders, operating expenses, and to pay dividends to
AEGON N.V., if the subsidiary’s capital position so allows.
At AEGON N.V., liquidity is sourced from internal
payments by operating companies and accessing capital
and money markets. Liquidity is coordinated centrally
and managed both at AEGON N.V. and at country unit
levels. AEGON’s liquidity position remained strong
throughout 2010.

fOCUS ON…

andrea baker-njenga,
transamerica
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Stress tests
Liquidity is measured and stress-tested consistently
across the company, and a liquidity stress management
plan is maintained at Corporate Treasury and at
individual country units. Stress tests combine a “severe
surrender” scenario with an “impaired asset” scenario.
AEGON’s liquidity policy requires that all operating units
measure the period they can maintain a projected
positive cash balance without needing to sell any noncash assets, while meeting all cash demands for a period
of two years 1.

aegOn’s liquidity position in 2010
At the end of 2010, AEGON N.V. held EUR 1.7 billion in
excess capital compared with EUR 1.4 billion last year.
This was invested in highly liquid money market assets.
AEGON’s excess liquidity is invested in highly liquid,
short-term assets in accordance with the company’s
internal risk management policies. AEGON believes its
working capital, backed by its external funding programs
and facilities, is ample for the company’s present
requirements.

Debt funding and back-up facilities
Most of AEGON’s debt is issued by AEGON N.V., the
parent company. A limited number of other AEGON
companies may also issue debt securities, but for the
most part these securities are guaranteed by AEGON N.V.
AEGON N.V. has regular access to international capital
markets under a USD 6 billion debt issuance program.
Access to US markets is made possible by a separate
US shelf registration.

AEGON also has access to domestic and international
money markets through its USD 4.5 billion commercial
paper programs. At the end of 2010, AEGON had
EUR 701 million outstanding under these programs.
AEGON maintains back-up credit facilities with
international lenders to support outstanding amounts
under these commercial paper programs. The company’s
principal arrangement is a USD 5 billion syndicated
facility consisting of a USD 3 billion back-up credit
facility which matures in 2012 and a USD 2 billion
revolving letter of credit facility of which USD 1.5 billion
matures in 2015 and USD 0.5 billion matures in 2017.
In addition, AEGON also maintains USD 425 million of
shorter-dated bilateral back-up facilities. AEGON N.V.
has not drawn any amounts under any of its liquidity
back-up facilities.

Operational leverage
Though operational leverage is not considered part
of AEGON’s capital base, it is an important source of
liquidity and funding. Operational debt relates primarily
to mortgage warehousing and the funding of
US Regulation XXX and Guideline AXXX redundant
reserves. Despite volatile market conditions, AEGON
issued the following residential mortgage-backed
securities during 2010:
July
2010

AEGON completed the sale of EUR 1.02 billion
in residential mortgage backed securities to
institutional investors.

September AEGON completed the sale of a further
EUR 842 million in residential mortgage2010
backed securities to institutional investors.

These securities were issued under the Dutch SAECURE
program and managed by AEGON Levensverzekering N.V.,
the company’s life insurance unit in the Netherlands.

1 Where cash is defined as cash, cash equivalents plus highly liquid securities issued by governments or entities fully and explicitly
guaranteed by governments in domestic denominations.
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IN CONTrOL STATEmENT
internal risk management and control systems

AEGON’s risk management and control systems

The Executive Board is responsible for designing,
implementing and maintaining internal controls,
including proper accounting records and other
management information suitable for running the
business.

provide reasonable assurance that the company’s
financial reporting does not contain any material
inaccuracies.
AEGON’s risk management and control systems
functioned properly in 2010.
There are no indications to suggest that AEGON’s risk
management and control systems will not continue to
function properly in 2011.

AEGON’s internal audit function assists the Executive
Board in maintaining effective controls by independently
and objectively evaluating the adequacy and
effectiveness of the organization’s internal control and
risk management systems. Criteria established under
‘Internal Control – Integrated Framework’, the Treadway
Commission’s Committee of Sponsoring Organizations
(COSO), are used by AEGON’s Internal Audit to analyze
and make recommendations to the Executive Board
concerning the effectiveness of internal controls over
AEGON’s financial reporting process and the company’s
internal control framework. Based on risk assessments
performed, the Executive Board, under the supervision
of the Supervisory Board and its Audit Committee, is
responsible for determining the overall internal audit
work and for monitoring the integrity of the financial
statements of AEGON N.V.
In addition, the Executive Board is responsible for
AEGON’s enterprise risk management framework under
supervision of the Supervisory Board Risk Committee.
AEGON’s risk management function monitors and
controls AEGON’s solvency position and ensures that
risk taking is within AEGON’s risk tolerance levels. The
Executive Board is informed of any risks that threaten
the economic/statutory solvency, reputation or
operations of the company.
The risk management function develops and monitors
compliance with risk policies and risk frameworks.
This also involves the facilitation of risk identification
(especially for operational and emerging risks) and
reviewing risk assessments performed by operating
units. The risk management function is responsible for
identifying risk management best practices and working
with management to ensure that AEGON adheres to
these practices.

The risk management and control systems provide
reasonable assurance regarding the reliability of
financial reporting and the preparation and fair
presentation of AEGON’s published financial statements.
However, they cannot provide absolute assurance that a
misstatement of AEGON’s financial statements would be
prevented or detected.

Responsibilities in respect of the financial
statements and the annual Report
The Executive Board is responsible for preparing the
financial statements and the Annual Report in
accordance with Dutch law and those International
Financial Reporting Standards (IFRS) as adopted by
the European Union (EU).
As required by section 5:25c of the Dutch Financial
Supervision Act (Wet op het Financieel Toezicht), the
Executive Board confirms that, to the best of its
knowledge, the financial statements prepared in
accordance with applicable accounting standards give a
true and fair view of the assets, liabilities, financial
condition and profit or loss of the company and the
undertakings included in the consolidation as a whole
and that the Report of the Executive Board includes a
fair view of the development and performance of the
business during the financial year and the position at
balance sheet date of the company and the undertakings
included in the consolidation as a whole, together with a
description of the principal risks and uncertainties the
company faces.
the Hague, March 23, 2011

The Executive board of AEgON N.V.

Finally, the compliance function plays a key role in
monitoring the company’s adherence to external rules
and regulations and internal policies. On the basis of
the above, AEGON’s Executive Board makes the following
statement regarding the company’s financial
reporting risks:
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Jan Zegers
AEGON The Netherlands
The Netherlands

fOCUS ON DIRECTION
Tug of war was once encouraged by royal rulers in Egypt and China. As any parent knows, it is
also a game that is played between every generation of parents and their children. Which way to go?
We make it our business to provide the financial security for whatever life’s many choices bring.

OUr gOVErNANCE
rEpOrT Of THE SUpErVISOry bOArd
The Supervisory Board is entrusted with the task of supervising
and advising the Executive Board on its management of the
company as well as overseeing AEGON’s strategy and the general
course of its businesses.

Oversight and advice
In performing their duties, members of the Supervisory
Board are guided by the interests of AEGON and the
company’s stakeholders. The Supervisory Board is a
separate corporate body, independent of the Executive
Board. The Supervisory Board currently consists of ten
members (for further details on the individual members
of AEGON’s Supervisory Board, please see pages 61 to 63).
The Supervisory Board makes recommendations to the
General Meeting of Shareholders concerning all
appointments and reappointments and dismissals from
both the Executive Board and the Supervisory Board
itself. In addition, the Supervisory Board determines the
remuneration of individual members of the Executive
Board in line with the Remuneration Policy as adopted
by the company’s General Meeting of Shareholders.

Supervisory board meetings and activities
attendance
In 2010, the Supervisory Board held a total of seven
regular meetings and several additional conference call
meetings. No members of the Supervisory Board were
frequently absent from these meetings. All regular
meetings were either preceded or followed by closed
meetings not attended by members of the Executive or
Management Board.
In accordance with AEGON’s Supervisory Board Rules, all
regular meetings in 2010 were preceded by preparatory
meetings, attended by the Chairman, the Vice Chairman
of the Supervisory Board and, from time to time, the
Chairman of the Audit Committee, as well as by the Chief
Executive Officer and Chief Financial Officer from the
company’s Executive Board.

Corporate governance
Details of AEGON’s corporate governance structure and
a summary of the company’s compliance with the
Dutch Corporate Governance Code may be found on
pages 74 to 75 of this Annual Report. In 2008, the
capital agreement with the Dutch State prompted certain
changes to AEGON’s corporate governance structure.
As part of the agreement, the Dutch State now has two
representatives on the company’s Supervisory Board.
Until AEGON has repurchased 3/4 of the core capital
securities, approval from these representatives is
required for certain decisions 1, including:

The issuance and repurchase of shares and
debentures.

Changes to the company’s Remuneration Policy.
Any acquisitions or divestments with a value of 25%
or more of AEGON’s issued capital and reserves.
A full report on AEGON’s compliance with the
Dutch Corporate Governance Code is available on
www.aegon.com.

Meetings of the Supervisory Board’s committees were
usually held before the meetings of the full Supervisory
Board. Members of AEGON’s Executive and Management
Boards attended all Supervisory Board meetings held in
2010. Other company executives also attended the
meetings at the request of the Supervisory Board to
update it on various subjects. Representatives from
Ernst & Young, AEGON’s external auditor, attended the
discussions on the company’s results.
In 2010, discussions within AEGON’s Supervisory Board
focused on the following issues, among others:
Strategy and Group Plan, including the strategic
priorities
Budget and Capital Plan 2011
Quarterly results
European Commission approval process of the capital
agreement with the Dutch State
Finance and accounting
Risk management

1 With the repurchase completed in March 2011, 3/4 of the core capital securities has now been repurchased by AEGON.
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Capital position and Solvency II
Executive remuneration
Divestments and restructuring of businesses
Governance and sustainability issues
Legal and compliance issues
Highlights
During the year 2010, one of the key priorities for the
company was to obtain approval from the European
Commission for the core capital received from the Dutch
State in 2008. Management and the Board frequently
discussed developments with regard to this issue. The
process required to obtain clearance proved extensive,
and was concluded in August. The Board agreed with
management to repay EUR 500 million in August 2010
and agreed to repurchased the remainder of the core
capital by the end of June 2011, market conditions
permitting. Full repayment of the core capital received
from the Dutch state remains a priority of the company.
The Board and management extensively discussed
AEGON’s strategy, among other matters, at the annual
two-day strategy retreat in Edinburgh, Scotland. During
the two-day meeting the Board considered the changing
environment for insurance companies, as well as
changing customer needs and distribution methods.
The Board also had an extensive discussion with local
management in the United Kingdom, who presented
their views on the situation of AEGON UK and their plans
to improve the company’s operations.
During this meeting, management presented three
strategic priorities, which they had identified as crucial
to achieving AEGON’s ambition. During 2010, the Board
also discussed management’s actions and plans to
optimize ONE AEGON. In December, the Board reviewed
and approved the budget for 2011. The Board approved
the 2011 Capital Plan and authorized the Executive Board
to provide for AEGON’s funding needs as budgeted.
The introduction of new capital requirements under
Solvency II (discussed in the Capital and Liquidity section
of this Annual Report on page 50) was a regular item on
the agenda of meetings of the Board. AEGON’s CFO
presented updates on relevant regulatory and political
developments and on AEGON’s preparations for
Solvency II. The Board scheduled extra meetings with
management, including the senior manager charged with
AEGON’s Solvency II project, to discuss the implications
for the company’s business and products.
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Members of the Management Board provided a business
update of their country or unit at each quarterly
Board meeting. During 2010, the Board met with senior
managers from operations around the world: the
United Kingdom, China, India and Brazil and AEGON Asset
Management. The newly appointed heads of Global HR
and Global Sustainability also presented their plans
to the Supervisory Board during the course of the year.
The Board discussed various restructurings and cost
saving initiatives in the light of the strategic priority
to optimize AEGON’s portfolio. The Board supported
management’s decision to explore strategic options for,
among others, the company’s life reinsurance activities.
The Board and management also discussed the
consolidation of the savings banks in Spain and
AEGON’s position as joint venture partner with
some of the Cajas involved.
On February 24, 2010, the Supervisory Board convened
to discuss the results of the fourth quarter of 2009,
which were released on the next day. In March 2010, the
Supervisory Board discussed AEGON’s audited annual
results for 2009. The Board also reviewed and approved
the company’s annual accounts for 2009 and decided to
pay a dividend of 4.25% on the outstanding preferred
shares. At meetings in May, August and November, the
Supervisory Board reviewed AEGON’s first, second and
third quarter results, as well as disclosures on Value of
New Business. At the August meeting, the Supervisory
Board confirmed that no interim dividend will be
declared, in line with the agreement with the European
Commission not to pay a dividend until the core capital
securities obtained from the Dutch State are fully
repurchased. Developments concerning AEGON’s
investment portfolio and impairment levels were also
regularly addressed.
As in previous years, AEGON’s capital position was
a key point of focus for the Supervisory Board and
its Risk Committee. In 2010, the company’s capital
position continued to be strong, with excess capital
at EUR 3.8 billion at December 31, 2010. The Board
discussed AEGON’s approach towards sustainability in
general throughout the year. It also discussed specific
issues relevant to AEGON’s businesses and its
stakeholders - for example, customer complaints
and employee engagement.
AEGON has been subject to supplemental group
supervision by the Dutch Central Bank since the beginning
of October 2009, in accordance with the requirements of
the European Union’s Financial Conglomerate Directive.
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As in 2009, the Chairman of AEGON’s Supervisory
Board, Rob Routs and two members of the Supervisory
Board met with the Director of the Dutch Central Bank to
discuss the company’s capital position and strategy.

appointments to the Supervisory and
executive boards
In February, the Supervisory Board agreed that
shareholders would be asked to approve the
reappointment of Mr. K.J. Storm for a new term of four
years as a member of the Supervisory Board. There were
no new appointments of members of the Executive
Board. This proposal was accepted by shareholders
at their annual General Meeting in April 2010.

Legal and compliance
The Board was regularly updated on operational issues
that had surfaced in the company’s administration of
policies in the United Kingdom. It noted that AEGON UK
took the initiative to notify its regulatory authority
and implement a program to deal with the issues.
As part of the program, AEGON UK identified impacted
customers and took steps to return those customers to
the financial position they would have been in had the
issue not occured. It also noted that AEGON UK has
since put in place more stringent controls to prevent
similar issues occurring in the future.
During 2010, the Supervisory Board and the Audit
Committee discussed various issues of compliance,
regulatory and legal issues in Europe, the United States
and Asia.

educational session and board review

The Board assessed the performance of members of the
Executive Board during the same meeting.

Supervisory board Committees
The Supervisory Board requires its four Committees to
prepare specific issues for decision-making by the Board.
Each of these Committees is made up of members
exclusively drawn from the Supervisory Board itself. In
accordance with its Charter, each Committee reports its
findings to the Supervisory Board during a subsequent
Supervisory Board meeting.

the audit Committee
The Audit Committee held seven meetings in 2010, one
of which was a combined meeting with the Supervisory
Board’s Risk Committee. The meetings were attended by
AEGON’s Chief Financial Officer, the head of the
Corporate Financial Center and the internal auditor.
Representatives from Ernst & Young, AEGON’s external
auditor, also attended most of these meetings. Officials
from AEGON’s Group Risk and the Actuarial departments
were present at some meetings of the Audit Committee.
In 2010, discussions focused on the following topics:
the quarterly results, the annual accounts and the audit
process, AEGON’s 2009 Embedded Value Report and
annual VNB figures, actuarial analyses, accounting
principles as defined by International Financial
Reporting Standards (IFRS), financial reports filed with
the Securities and Exchange Commission, capital
updates, internal control systems and compliance, the
external auditor’s engagement letter and the audit plan
for 2010, tax planning and IT applications. During most
meetings closed sessions were held with the internal and
external auditors in the absence of management.

In November, the Board extensively discussed the potential
implications of Solvency II for AEGON’s business and
products during its annual educational session.
The Supervisory Board carried out an extensive board
evaluation review during the second half of 2010 on
the basis of written questionnaires and interviews. The
review assessed the performance of individual members,
as well as the collective performance of the Board and
its Committees. The review of the Chairman was carried
out by the Vice Chairman, who collected input from all
other Supervisory Board members. The results were
consolidated and discussed in a meeting in the absence
of management. This year’s assessment did not involve
any external consultant. There were no major findings.
The Board discussed the composition and the size of
the Board and compiled an inventory of the topics
Board members wanted to put on the agenda for 2011.

During the year, management and the Audit Committee
carried out an in-depth assessment of Ernst & Young’s
performance, quality, cost levels and independence, as
required pursuant to the Dutch Corporate Governance
Code. The assessment resulted in a recommendation by
the Audit Committee to the Supervisory Board that
shareholders be asked to reappoint Ernst & Young for
the 2010 financial year. The Committee also confirmed
that Shemaya Levy and Ben van der Veer qualify as
financial experts within the terms and conditions of both
the Dutch Corporate Governance Code and the Sarbanes
Oxley Act in the United States.
The internal auditor attended most meetings of the
Audit Committee during 2010 and provided quarterly
updates on his activities. During the meetings, the

ANNUAL REPORT 2010

OUR GOVERNANCE

Audit Committee held private sessions with the internal
auditor, as well as with the external auditor, to discuss
their findings. Members of the Executive Board were not
present at these sessions.
The Audit Committee also discussed AEGON’s compliance
with the Sarbanes Oxley Act of the United States,
regular reports from the Group Compliance Officer on
fraud and general compliance issues.

the Risk Committee
AEGON’s Risk Committee convened five times in 2010,
including a combined meeting with the Audit Committee.
The members of AEGON’s Executive Board and the
company’s Chief Risk Officer attended these meetings,
while the head of the Corporate Financial Center and
AEGON USA’s Chief Investment Officer attended the
meetings occasionally. The Risk Committee assists
the Supervisory Board and Audit Committee to oversee
the activities of AEGON’s Enterprise Risk Management
framework. The Committee also advises the Executive
Board with respect to the company’s risk management
strategy and policies. Consequently, the Committee
regularly reviews the company’s Enterprise Risk
Management framework, its risk exposure and
compliance with company risk policies. In 2010, recurring
items on the agenda were the quarterly Risk Dashboard
and the Board Risk List. Other topics the Risk Committee
discussed with AEGON’s Executive Board and senior
management were market consistent pricing, capital,
AEGON’s risk tolerance, the impact of low interest rates
and increased longevity and the investment portfolio
update. The Risk Committee had a meeting with the
newly appointed Chief Risk Officer of AEGON UK during
the full Board strategy meeting in Edinburgh.

the nominating Committee
AEGON’s Nominating Committee held five meetings in
2010. The Chief Executive Officer attended all meetings.
During the year, the Nominating Committee discussed
the composition of the Supervisory Board and its
committees, as well as existing and forthcoming
vacancies. It also advised the Supervisory Board on the
nominations for one reappointment at the shareholders’
meeting on April 29, 2010. The Committee agreed on an
updated Supervisory Board profile, which was approved
by the full Board on May 11, 2010. In addition, the
Nominating Committee reviewed the composition
and functioning of the Executive Board and discussed
succession planning with the CEO and AEGON’s Global
Head of HR. The CEO also discussed changes in senior
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management within the company worldwide with the
Nominating Committee.

the Compensation Committee
AEGON’s Compensation Committee held five meetings in
2010. The Chief Executive Officer and the Chief Financial
Officer attended these meetings from time to time,
either together or separately. In the first half of the year
the Committee’s main focus was on the new Executive
Board Remuneration Policy, which was submitted to
shareholders for approval at the annual General Meeting
on April 29, 2010. When reviewing the then current
Policy, the Committee took into account international
developments regarding remuneration in general and in
the financial industry in particular. The Committee
reviewed the compensation mix – short-term versus
long-term – as well as the details of both the short-term
and long-term incentive compensation plans.
The Compensation Committee also reviewed the
company’s Remuneration Policy for the members of the
Supervisory Board. As in 2009, it was decided not to
propose an increase of the base fee to shareholders, but
instead to submit two amendments for the existing fee
structure as from January 1, 2010. At their meeting on
April 29, 2010 the shareholders approved the introduction
of an attendance fee of EUR 3,000 for additional
Supervisory Board meetings above the seven regular
scheduled meetings, which members attended either in
person or by video or telephone conference. They also
approved attendance fees for Committee meetings, when
attended by video or telephone conference.
Other topics on the agenda of the Compensation
Committee during 2010 were the 2010 targets for the
Executive Board members and the scenario analysis of
payout levels under the Executive Board Remuneration
Policy. In the second half of 2010, the Committee
discussed developments regarding executive
remuneration, such as the Dutch Insurance Code, the
Capital Requirements Directive 3, the views of the
Dutch Central Bank and their possible impact on the
Remuneration Policy adopted earlier in the year. These
discussions were continued in the beginning of 2011 and
will lead to a proposal to amend the Executive Board
Remuneration Policy in 2011.
During the year, the Committee considered advice from
independent external consultants on specific topics and
ascertained that these consultants did not also advise
the members of the Executive Board.
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Composition of the Supervisory board

annual accounts

All members of the Supervisory Board are considered
independent under the terms of the Dutch Corporate
Governance Code, with the exception of Kornelis J. Storm.
Mr. Storm is not regarded as independent within the
definition of the Code since 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. In April 2010, shareholders reappointed
Mr. Storm for a term of four years.

This Annual Report includes the annual accounts for
2010, prepared by the Executive Board, discussed by
both the Audit Committee and the Supervisory Board,
and submitted to shareholders for adoption. The
Supervisory Board recommends that shareholders adopt
these annual accounts.

In 2010, the mandate of Dudley G. Eustace expired.
He was succeeded as Chairman of the Supervisory Board
by Robert J. Routs in April 2010. The current terms of
Mrs. Karla Peijs, Mr. Antony Burgmans and Mr. Leo van
Wijk will expire in 2011. On advice from the Nominating
Committee, the Supervisory Board has decided to
nominate these persons for reappointment as members
of the Board for further terms of four years each by the
General Meeting of Shareholders. Their biographies will
be provided with the agenda for the 2010 General
Meeting of Shareholders. Taking into account the
changes detailed above and the resignation of Mrs.
Cecelia Kempler beginning 2011, the Supervisory Board
will likely consist of ten members after the annual
General Meeting of Shareholders on May 12, 2011.

acknowledgement
The year 2010 was a challenging period for AEGON, and
we expect the coming years to be equally demanding.
The members of the Supervisory Board would like to
thank both the Executive and Management Boards and
the company’s employees for their dedication and
commitment in facing up to the challenges of the year
and staying focused on AEGON’s customers. They are
also grateful to AEGON’s customers for trusting the
company with their business. The Supervisory Board is
confident that management and employees are on the
right track to execute AEGON’s strategic priorities and to
guide the company towards renewed prosperity.
the Hague, March 23, 2011

robert J. routs
Chairman of the Supervisory board of aegOn n.V.

executive board
There were no changes in the composition of AEGON’s
Executive Board. In compliance with the Dutch Corporate
Governance Code, members of the Executive Board are
appointed by shareholders for a term of four years,
with the possibility of reappointment for subsequent
four-year terms.
The current term of Mr. Alex Wynaendts will expire in
2011. On advice of the Nominating Committee,
the Supervisory Board has decided to nominate
Mr. Wynaendts for reapointment as member of AEGON’s
Executive Board for a term of four years.
The retirement schedule members of the Executive
Board is included in the company’s Executive Board
Rules and posted on AEGON’s corporate website,
www.aegon.com.

Resignation Cecelia Kempler
In 2011, AEGON announced that Cecelia Kempler
would be stepping down as a member of the
Supervisory Board due to health reasons.
Ms. Kempler, a US citizen, was elected to the
Supervisory Board in 2008. Her term was due to
expire in 2012. Ms. Kempler has been an
outstanding member of AEGON’s Supervisory
Board and AEGON has benefitted significantly from
her in-depth knowledge of the insurance business
in general and AEGON in particular. She has had a
career-long involvement with leading industry
organizations dedicated to the promotion of high
ethical standards in the insurance sector. The
Supervisory and Executive Boards would like to
express their gratitude for her years of dedicated
service to the company in several roles, and they
extend their best wishes to her.
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Robert J. Routs (born 1946, Dutch)
Chairman of the Supervisory Board
Chairman of the Nominating Committee
Member of the Compensation Committee
Robert J. Routs is a former Executive Director for Downstream at the energy company
Royal Dutch Shell. He was appointed to AEGON’s Supervisory Board in 2008 and took over as
Chairman from Dudley G. Eustace in April 2010. His current term as a member of the AEGON
Supervisory Board ends in 2012. Mr. Routs serves as a member of the Supervisory Boards of
Royal KPN N.V. and Royal DSM N.V. He also sits on the Board of Directors at Canadian Utilities
Ltd, A.P. Møller - Mærsk A/S, UPM-Kymmene Corp. and AECOM Technology Corporation.

irving W. bailey ii (born 1941, US citizen)
Chairman of the Risk Committee
Member of the Compensation Committee
Irving W. Bailey II is currently a senior advisor to Chrysalis Ventures. He is a retired Chairman
and Chief Executive Officer of Providian Corp., a former Managing Director of Chrysalis
Ventures and Chairman of the Board of Directors at AEGON USA Inc. He was first appointed
to AEGON’s Supervisory Board in 2004. His current term will end in 2012. Mr. Bailey is also
a member of the Board of Directors of Computer Sciences Corp. and Hospira Inc.

antony burgmans (born 1947, Dutch)
Member of the Audit Committee
Antony Burgmans is a retired Chairman of Unilever N.V. and Unilever PLC. He was appointed
to AEGON’s Supervisory Board in 2007. His current term will end in 2011. Mr. Burgmans is also
a member of the Supervisory Boards of Akzo Nobel N.V., SHV Holdings N.V. (not listed) and
Jumbo Supermarkten B.V. (not listed) as well as a member of the Board of Directors of BP plc.
Mr. Burgmans is also Chairman of the Supervisory Board of Intergamma B.V. (not listed).

arthur W.H. Docters van Leeuwen (born 1945, Dutch)
Member of the Audit Committee
Arthur W.H. Docters van Leeuwen is Senior Research Fellow at the Netherlands School for
Public Administration and a former Chairman of both the Dutch Financial Markets
Authority (AFM) and the Holland Financial Center. He was appointed to AEGON’s Supervisory
Board in 2009. His current term will end in 2013. Mr. Docters van Leeuwen is also Chairman
of the Advisory Boards of Meesman Index Investments BV, Independent Risk Solutions and
Wilgenhaege Vermogensbeheer B.V. He is a member of the Advisory Board of the
International Centre for Financial Regulation.
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Cecelia Kempler (born 1940, US citizen)
Member of the Risk Committee
Member of the Audit Committee
Cecelia Kempler is a former partner and chair of the international life insurance practice
at law firm LeBoeuf Lamb Greene & MacRae (now Dewey & LeBoeuf). Ms. Kempler was
appointed to AEGON’s Supervisory Board in 2008. Her current term ends in 2012.
In February 2011, Ms. Kempler resigned from the Supervisory Board.

Shemaya Levy (born 1947, French)
Chairman of the Audit Committee
Member of the Nominating Committee
Shemaya Levy is a retired Executive Vice President and Chief Financial Officer of the Renault
Group. He was appointed to AEGON’s Supervisory Board in 2005 and his current term will
end in 2013. He is also a non-executive director of the Safran Group, as well as a member
of the Supervisory Boards of the Segula Technologies Group and TNT N.V.

Karla M.H. Peijs (born 1944, Dutch)
Member of the Compensation Committee
Member of the Nominating Committee
Karla M.H. Peijs is Queen’s Commissioner for the Province of Zeeland in the Netherlands.
She was appointed to AEGON’s Supervisory Board in 2007 and her current term will end
in 2011. She was formerly a member of the Provinciale Staten of the Province of Utrecht
and a member of the European Parliament. She also served as Minister for Transport,
Public Works and Water Management in the Dutch government.

Kornelis J. Storm (born 1942, Dutch)
Member of the Risk Committee
Member of the Nominating Committee
Kornelis J. Storm is a former Chairman of the Executive Board of AEGON N.V. He was
appointed to AEGON’s Supervisory Board in 2002. His current term will end in 2014.
Mr. Storm is also Chairman of the Supervisory Boards of KLM Royal Dutch Airlines N.V.
(not listed) and of Pon Holdings B.V. (not listed) and a non-executive director of Unilever N.V.
and Unilever PLC. Mr. Storm also serves as a member of the Board of Directors of
Anheuser-Busch InBev SA and Baxter International Inc.
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ben van der Veer (born 1951, Dutch)
Member of the Audit Committee �
Member of the Risk Committee �
Ben van der Veer is a former Chairman of the Board of Management of KPMG N.V.
He was appointed to AEGON’s Supervisory Board in 2008. His current term will end in 2012.
Mr. Van der Veer is also a member of the Supervisory Boards of TomTom N.V., Reed Elsevier
N.V. and non-executive Director at Reed Elsevier PLC. He is also a member of the Supervisory
Boards of Siemens Nederland N.V. (not listed) and the Dutch dairy company Royal
FrieslandCampina N.V. (not listed).

Dirk P.M. Verbeek (born 1950, Dutch)
Member of the Audit Committee
Member of the Risk Committee
Dirk P.M. Verbeek is Vice President Emeritus of Aon Group and advisor to the President
and Chief Executive Officer of Aon Corporation. Mr. Verbeek was appointed to AEGON’s
Supervisory Board in 2008. His current term ends in 2012. He is also Chairman of the
Supervisory Board of Robeco Group N.V. (not listed), as well as a member of the Supervisory
Board of Aon Groep Nederland B.V. (not listed). He is Chairman of the Benelux Advisory
Board of Leonardo & Co. B.V., member of the Advisory Boards of CVC Europe and OVG
Projectontwikkeling, Chairman of the INSEAD Dutch Council and Honorary Counsel of the
Kingdom of Belgium.
Leo M. van Wijk (born 1946, Dutch)
Chairman of the Compensation Committee
Member of the Nominating Committee
Leo M. van Wijk is Vice Chairman of Air France-KLM S.A. and former President and Chief
Executive Officer of KLM Royal Dutch Airlines N.V. He was first appointed to AEGON’s
Supervisory Board in 2003. His current term will end in 2011. Mr. Van Wijk is also a member
of the Supervisory Board of Randstad Holding N.V. and Chairman of Skyteam.

audit Committee
Shemaya Levy, chairman
Antony Burgmans
Arthur Docters van
Leeuwen
Ben van der Veer
Dirk P.M. Verbeek

Compensation Committee
Leo M. van Wijk, chairman
Robert J. Routs
Irving W. Bailey
Karla M.H. Peijs

nominating Committee
Robert J. Routs, chairman
Shemaya Levy
Karla M.H. Peijs
Kornelis J. Storm
Leo M. van Wijk

Risk Committee
Irving W. Bailey, chairman
Kornelis J. Storm
Ben van der Veer
Dirk P.M. Verbeek
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rEmUNErATION pOLICy ANd rEpOrT
AEGON’s Remuneration Policies set out terms and conditions for
the employment of Executive Board members and the remuneration
of members of the company’s Supervisory Board. AEGON’s current
Remuneration Policy for members of the Executive Board has been
in force since the beginning of 2010.
AEGON’s Remuneration Policies set out terms and
conditions for the employment of Executive Board
members and the remuneration of members of the
company’s Supervisory Board. The Compensation
Committee of AEGON’s Supervisory Board has overall
responsibility for the company’s Remuneration Policies.
Members of the Committee are drawn from the
Supervisory Board 1.
Each year, AEGON’s Compensation Committee reviews
AEGON’s Remuneration Policies to ensure they remain in
line with prevailing international standards. This review
is based partly on information provided by AEGON’s
external advisor, Towers Watson. Towers Watson does

not advise individual members of the Executive and
Supervisory Boards. The Compensation Committee may
recommend changes to the two Policies to the
Supervisory Board. Any material changes must also be
referred to the General Meeting of Shareholders for
adoption. In 2010, AEGON introduced a new
Remuneration Policy for members of the company’s
Executive Board. This Policy was adopted by the annual
General Meeting of Shareholders on April 29, 2010, and
introduced retroactively from January 1, 2010.
In 2010, the General Meeting of Shareholders also
agreed to two adjustments to the Remuneration Policy
for the members of the Supervisory Board.

SUpErVISOry bOArd REMUNERATION POLIcy 2010 �
AEGON’s Remuneration Policy with regard to members
of its Supervisory Board is aimed at ensuring fair
compensation, and protecting the independence of the
Board’s members. Terms and conditions for members of
the Supervisory Board are part of AEGON’s broader
remuneration policy, and are the responsibility of the
Compensation Committee of the Supervisory Board.

Fees and entitlements
Members of the Supervisory Board are entitled to the
following:
A base fee for membership of the Supervisory Board
itself. No attendance fees are paid to members for the
attendance of the seven regular Supervisory Board
meetings.
An attendance fee of EUR 3,000 for each Supervisory
Board meeting, attended in person or by video or
telephone conference, other than one of the seven
regular Supervisory Board meetings.
A committee fee for members on each of the
Supervisory Board’s Committees.

An attendance fee for each Committee meeting
attended in person or through video and telephone
conferencing facilities.
Each of these fees is a fixed amount. Members of
AEGON’s Supervisory Board do not receive any
performance or equity-related compensation, and
do not accrue pension rights with the company. These
measures are designed to ensure the independence of
Supervisory Board members and strengthen the overall
effectiveness of AEGON’s corporate governance.
Under the current Policy, members of the Supervisory
Board are entitled to the following fees:
base fee
Amount in EUR per annum

For membership of the Supervisory Board
Chairman

60,000

Vice chairman

50,000

Member

40,000

1 Members of the Compensation Committee are as follows: Leo M. van Wijk (Chairman), Irving W. Bailey II, Karla M. H. Peijs and
Robert J. Routs.
2 For meetings in excess of the seven regular scheduled meetings.
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attendance fee for extra meetings 2
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adjustments to policy

Amount in EUR

Chairman

3,000

Vice chairman

3,000

Member

3,000

Committee fee
Amount in EUR per annum

In 2008, AEGON conducted a review of pay for members
of its Supervisory Board. The review found that base fees
were generally lower than prevailing market levels.
However, given the recent difficult market environment,
the Supervisory Board decided, just as in 2009, not to
propose to shareholders an increase of the base fee, but
instead submit two adjustments.

For membership of a Supervisory Board commitee
Chairman of the Audit Committee

10,000

Member of the Audit Committee

8,000

Chairman of other Committees

7,000

Member of other Committees

5,000

attendance fee
Amount in EUR

Audit Committee

3,000

Other Committees

1,250

AEGON pays a higher fee to members of its Audit
Committee because of the additional workload involved.
Information on members of the Supervisory Board and
the composition of AEGON’s four Committees – Audit,
Nominating, Compensation and Risk – may be found on
page 63.

In April 2010, the General Meeting of Shareholders
adopted these adjustments to the Remuneration Policy
with regard to members of the Supervisory Board.
Members of the Board are entitled to an attendance
fee of EUR 3,000 for each Supervisory Board meeting
that is organized on top of the seven regular
Supervisory Board meetings (quarterly results, annual
report, strategy and budget meetings), attended
either in person or by video or telephone conference.
Members of the Board are also entitled to attendance
fees for Committee meetings when attended by video
or telephone conference.

SUpErVISOry bOArd REMUNERATION REPORT 2010 �
Members of AEGON’s Supervisory Board received the
following payments in 2010:
Member
In EUR

2010

2009

Robert J. Routs (Chairman)

98,435

70,942

Irving W. Bailey, II

95,750

82,185

Antony Burgmans

78,000

69,000

Arthur Docters van Leeuwen

84,000

72,000

Dudley G. Eustace

37,815

80,750

Cecelia Kempler

93,500

75,315

Shemaya Levy

100,250

76,750

Karla M.H. Peijs

75,000

60,000

1

Willem F.C. Stevens

–

20,762

Kornelis J. Storm

79,250

54,692

Ben van der Veer

91,096

63,000

Dirk P.M. Verbeek

88,000

66,258

Leo M. van Wijk
tOtaL

71,096

54,500

992,192

846,154

1 Please note that Mr. Routs was appointed Chairman of the
Supervisory Board in April 2010, succeeding Dudley G. Eustace.
Mr. Stevens stepped down from AEGON’s Supervisory Board in
April 2009.
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EXECUTIVE bOArd REMUNERATION POLIcy 2010 �
AEGON’s Remuneration Policy for members of the
company’s Executive Board has four main objectives:
1. To enable AEGON to attract and retain highly-qualified
members for its Executive Board.
2. To provide a well-balanced and performance-related
compensation package for Executive Board members.
3. To ensure that the interests of Executive Board.
members are aligned with AEGON’s business strategy
and risk tolerance as well as the objectives, values and
long-term interests of the company.
4. To enhance the transparency and simplicity of
Executive Board members’ remuneration, consistent
with the principle of “pay for performance”.
AEGON’s current Executive Board Remuneration Policy
was introduced in 2010 as part of broader arrangements
with the Dutch State. The Policy was formally adopted by
the General Meeting of Shareholders on April 29, 2010,
and took effect retroactively from January 1, 2010.
The Policy will remain in force until AEGON has fully
repurchased the core capital obtained from the
Dutch State through Vereniging AEGON in December
2008 at the height of the global financial crisis, or until
such time as the Supervisory Board proposes changes or
amendments.

Review of the Policy
AEGON’s Executive Board Remuneration Policy is
reviewed every year by the company’s Compensation
Committee. If necessary, the Committee recommends
amendments to the Supervisory Board. Any material
changes are submitted by the Supervisory Board to the
General Meeting of Shareholders for adoption. The
Policy applies to all members of AEGON’s Executive
Board, and is used as a framework to determine
remuneration for members of the company’s
Management Board and senior managers throughout
the organization.

Industry (preferably life insurance).
Size (companies with similar assets, revenues and
market capitalization).

Geographic scope (preferably companies operating
globally).

Location (companies based in Europe).
In 2010, the peer group comprised the following
companies: Aviva, Axa, CNP Assurances, Generali,
ING Group, Legal & General, Münchener Rückversicherung,
Old Mutual, Prudential plc., Standard Life, Swiss Re and
Zurich Financial Services. In addition, to monitor
alignment with the general industry in the Netherlands,
a reference group has been established, comprising the
twelve leading companies listed on Euronext Amsterdam,
excluding financial services providers. The Supervisory
Board will regularly review the composition of these two
groups to ensure they continue to provide a reliable
basis for comparison.

total compensation
For each member of the Executive Board, AEGON’s
Supervisory Board determines a maximum total
compensation, reflecting the specific roles and
responsibilities of the individual. In 2010, the Supervisory
Board used 2009 remuneration levels as an initial
reference point to help determine total compensation.
Each year, the Supervisory Board will review total
compensation levels to ensure they remain competitive
and provide proper, risk-based incentives to members of
AEGON’s Executive Board. Total compensation will
consist of two elements:
Fixed compensation

Variable compensation, both short and long-term
The chart below gives each of these components as a
maximum percentage of total compensation for 2010.
Total compensation

ensuring pay remains competitive
AEGON regularly compares its levels of executive
remuneration with those at other, comparable
companies. Companies included in the peer group have
been chosen according to the following criteria:

At maximum level
Fixed compensation
Variable compensation,
short-term

33.3%

Variable compensation,
long-term
50.0%

16.7%
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The Supervisory Board will conduct a regular “scenario
analysis” to determine the long-term effect of level and
structure of compensation granted to members of the
Executive Board. The analysis was executed for the first
time in 2010, based on information provided by AEGON’s
external advisor, Towers Watson.

Fixed compensation
It is the responsibility of the Supervisory Board to
determine fixed compensation for members of the
Executive Board based on their qualifications,
experience and expertise.
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continuous employment. At the end of three years, the
vested shares are restricted for a further period of two
years (with the exception of shares sold to meet income
tax obligations).
Variable compensation is based on both company and
individual performance. This performance is determined
using a mix of financial and non-financial indicators.
AEGON believes these indicators provide an accurate
and reliable reflection of company and individual
performance. Performance is assessed by AEGON’s
Compensation Committee and validated by the Audit
Committee.

Variable compensation
AEGON believes that variable compensation strengthens
Executive Board members’ commitment to the
company’s objectives, both short and long-term.
In addition, AEGON’s system of variable compensation
deliberately places emphasis on the company’s longterm performance and its aim of creating sustainable,
profitable growth. Variable compensation is based on a
number of performance indicators, regularly evaluated
by experts in the company’s Finance, Risk, Audit, Human
Resources and Compliance departments.
Variable compensation consists of Short-term Incentive
Compensation and Long-term Incentive Compensation.
Short-term incentive compensation is paid in cash.
Payment is made once accounts for the financial year in
question have been adopted by the company’s
shareholders. Long-term incentive compensation, on the
other hands, is paid in shares. At the beginning of each
three-year performance period, conditional shares are
made available. The number of conditional shares is
calculated using the fair value of one AEGON share at
the beginning of that financial year. This fair value is
equal to the average price on the New York and
Euronext Amsterdam stock exchanges for the period
December 15 through January 15. These shares will
(partly) vest only if the pre-agreed performance targets
are met and if the Executive Board member remains in

Short-term incentive compensation is based on the
following indicators.
Maximum %
of total shortterm incentive
compensation

Target

Earnings

37.5%

Growth in net
underlying earnings

Profitable growth

37.5%

Value of new business,
adjusted for risk

Non-financial

25.0%

Individual basket
of strategic and
personal objectives

Each year, an annual target is set for each indicator.
At the end of the year, a comparison is made between
the targets and actual performance. Short-term
incentive compensation is then calculated accordingly.
At an aggregate level, payments are made as follows:

50% of the maximum short-term incentive
compensation if the threshold target is reached.

80% if the pre-determined performance targets
are met.

Up to 100% if the targets are exceeded.
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Long-term incentive compensation is based on the
following indicators.
Maximum %
of total longterm incentive
compensation

Target

Earnings

20%

Growth in net
underlying earnings

Return on capital

20%

Return on capital,
adjusted for risk

Shareholder
returns

35%

Relative total
shareholder return
as measured against
peers 1

Non-financial

25%

Objectives
measuring corporate
responsibility

Long-term incentive compensation is based on
performance over a three-year period during which the
terms and conditions of the long-term incentive
compensation plan remain unchanged. A three-year
target is set for each indicator. At the end of the threeyear period, a comparison is made between the targets
and actual performance, and long-term incentive
compensation is calculated accordingly. At an aggregate
level, payments are made as follows:
50% of the maximum long-term incentive
compensation if the threshold target is reached.
80% if the pre-determined performance targets are met.
Up to 100% if the targets are exceeded.

Discretionary adjustments
AEGON’s Supervisory Board may make adjustments to
variable compensation payments as follows:
Should the Supervisory Board decide that AEGON’s
short or long-term business is being affected by
significant and exceptional circumstances, not
reflected in the performance indicators, it may request
the company’s Compensation Committee to consider
possible adjustments.

The Compensation Committee reviews all
circumstances in detail and documents its findings.
If its analysis confirms the Supervisory Board’s initial
assessment, the Committee will then bring forward a
proposal to the Supervisory Board to adjust either
short or long-term incentive compensation.
To reflect such exceptional circumstances, variable
compensation may be adjusted within a range of
between 75% and 125% of the original entitlement,
but may not exceed 100% of the maximum.
Discretionary adjustments may not be made to fixed
compensation.

Circuit breaker
Short-term incentive compensation is only paid if
AEGON N.V. reports a net income for the year.

Claw-back provision
In cases of material financial restatements or individual
gross misconduct, AEGON’s Supervisory Board reserves
the right to re-claim short-term incentive compensation
payments. With regard to long-term incentive
compensation, AEGON believes the three-year
performance period already provides sufficient scope to
identify any potential accounting errors or individual
wrongdoing.

Pension arrangements
Members of AEGON’s Executive Board are offered
pension arrangements and retirement benefits in line
with local practice in their countries of residence and in
line with those provided to executives at other
multinational companies in those countries. Benefits are
similarly offered consistent with Executive Board
members’ contractual agreements, local practices and
comparable arrangements at other multinationals.
AEGON does not grant Executive Board members
personal loans, guarantees or the like, unless in the
normal course of business and on terms applicable to all
employees, and only with the approval of the company’s
Supervisory Board.

1 In 2010, the peer group comprises the following companies: Aviva, AXA, Generali, Hartford Financial Services Group, Legal & General,
Manulife Financial, MetLife, Principal Financial Group, Prudential Financial, Prudential Plc, Sun Life Financial, and Zurich Financial Services.
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terms of employment
Members of the Executive Board are appointed for four
years, and may then be reappointed for successive
mandates also of four years.
Members of the Executive Board may terminate their
employment with a notice period of three months.
If AEGON wishes to terminate the employment of a
member of its Executive Board, then the company must
give six months’ notice. Termination arrangements
conform to the provisions of the Dutch Corporate
Governance Code and Dutch law, whatever the
circumstances.
The maximum severance payment for members of the
Executive Board is equal to one year’s gross fixed
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compensation, providing the employment contract has
been terminated or cancelled at the request of the
company. The Supervisory Board has taken appropriate
steps to ensure the contractual arrangements of
members of the Executive Board remain in line with the
company’s Remuneration Policy.

executive board Remuneration Policy 2011
In the second half of 2010, the Compensation Committee
discussed developments regarding executive
remuneration, such as the Dutch Insurance Code, the
Capital Requirements Directive III, the views of the Dutch
Central Bank and their possible impact on the
Remuneration Policy. These discussions were continued
in the beginning of 2011 and will lead to a proposal to
amend the Executive Board Remuneration Policy in 2011.

EXECUTIVE bOArd REMUNERATION REPORT 2010 �
At the end of December 2010, AEGON’s Executive Board
had two members:
Alexander R. Wynaendts, Chief Executive Officer
and Chairman of the Executive Board. Mr. Wynaendts
was appointed member of the Executive Board in 2003
for four years. He was re-appointed in 2007 and is
again up for re-appointment in 2011.
Jan J. Nooitgedagt, Chief Financial Officer and
member of the Executive Board. Mr. Nooitgedagt was
appointed member of the Executive Board in 2009 for
four years.

Compensation structure
Fixed compensation provides members of AEGON’s
Executive Board with a base salary based on their
qualifications, experience and expertise. Amounts paid in
2010 increased marginally as compared to 2009 due to
annual salary adjustments in the AEGON Nederland N.V.
collective labor agreement and are shown in table 1.
Variable compensation comprises of two elements:
short-term and long-term.

1. Fixed compensation
Executive Board members
2010

2009

%
change

Alexander R. Wynaendts CEO & Chairman EB

955,542

950,000

0.6

Jan J. Nooitgedagt 1 CFO & member EB

704,083

525,000

0.6

In EUR

1 Please note that Mr. Nooitgedagt was appointed Chief Financial Officer in April 2009. His 2009 salary was prorated, based on an
annual salary for that year of EUR 700,000.
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Variable compensation 2010

Long-term variable compensation 2010-2012

Short-term variable compensation for members of the
Executive Board is based on the company’s performance
against three one-year indicators, earnings, profitable
growth and a basket of strategic and personal objectives.
The 2010 targets for each of these indicators have been
set in alignment with the company budgets. Subject to
adoption of the annual accounts at the annual General
Meeting of Shareholders in 2011, Mr. Wynaendts and
Mr. Nooitgedagt are eligible to receive EUR 317,000 and
EUR 233,000 respectively 1. However, in consultation
with the Supervisory Board, the Executive Board has
decided to forego short-term variable compensation
over AEGON’s performance during 2010, given that the
company had not completed full repayment of capital
support to the Dutch State during the year.

Long-term variable compensation for members of
the Executive Board is paid in shares, based on the
company’s performance against four three-year
indicators, earnings, return on capital, shareholder
returns and the Dow Jones Sustainability Index score.
Targets for these indicators have been set in alignment
with the company budgets. Actual performance is being
measured over the period 2010-2012. The conditional
number of shares that were made available under
the 2010-2012 long-term incentive compensation
plan are 104,515 and 76,891 for Mr. Wynaendts and
Mr. Nooitgedagt respectively 2. Following the evaluation
of the company’s performance by the Supervisory Board
at the end of the 2010-2012 performance period, the
conditional shares may vest in 2013. Any vested shares
under this plan shall subsequently be held for another
two years.

Pension arrangements for members of
the executive board
Mr. Wynaendts pension benefits amounted to
EUR 547,076 for 2010, including the additional
pension benefit he receives from the company.
In 2010, Mr. Nooitgedagt received a contribution
to his pension benefits of EUR 181,984.

1 For comparison, please note that, under the agreement between the Dutch government and the country’s financial sector, no variable
compensation was paid to members of the Executive Board for the year 2009. Furthermore, no variable compensation was paid to
members of the Executive Board over 2008.
2 These numbers reflect at target performance. The share price was set at EUR 4.851.
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COrpOrATE gOVErNANCE
AEGON is a public company under Dutch law. It is governed by three
corporate bodies: the General Meeting of Shareholders, which meets
at least once every year, the Executive Board and the Supervisory
Board. As a company based and registered in the Netherlands,
AEGON is subject to the Dutch Corporate Governance Code 1.

AEGON’s common shares are listed in Amsterdam,
New York and London. AEGON has institutional and
retail shareholders around the world. Around 80% is
located in North America, the Netherlands and the
United Kingdom, the company’s three main markets.
AEGON’s largest shareholder is Vereniging AEGON, an
association established to protect the broader interests
of the company and its stakeholders.

general meeting of Shareholders
A General Meeting of Shareholders is held at least
once a year. Its main function is to decide matters such
as the adoption of annual accounts, the approval of
dividend payments and appointments to AEGON’s
Supervisory and Executive Boards. Meetings are
convened by public notice. When deemed necessary, the
Supervisory or Executive Board has the authority to
convene an extraordinary General Meeting of
Shareholders.

agenda
Those shareholders who alone or jointly represent at
least 1% of AEGON’s issued capital or block of shares
worth at least EUR 50 million 2 may request items be
added to the agenda of these meetings. In according
with AEGON’s Articles of Association, such requests
will be granted, providing they are received in writing
at least 60 days before the meeting and unless
important interests of the company dictate otherwise.

provide proof of their identity and shareholding, and
must notify the company ahead of time of their intention
to attend the meeting.

Record date
The record date is used to determine shareholders’
entitlements with regard to their participation and
voting rights. In accordance with the Dutch law, the
record date will be set 28 days before the day of the
General Meeting of Shareholders.

Stichting Communicatiekanaal
AEGON is a member of the Stichting Communicatiekanaal
Aandeelhouders, a Dutch foundation dedicated to
improving communication between listed companies in
the Netherlands and their shareholders and to
encouraging greater shareholder participation at
general meetings. Shareholders may use the services of
this foundation to vote by proxy. AEGON also solicits
proxies from New York registry shareholders in line with
common practice in the United States.

Voting at the general Meeting
At the General Meeting, each share carries one vote.
However, under certain circumstances, AEGON’s largest
shareholder, Vereniging AEGON, may cast 25/12 votes
per preferred share 3. All resolutions are adopted by an
absolute majority of votes cast, unless Dutch law or
AEGON’s Articles of Association stipulate otherwise.

attendance

Executive board

Every shareholder is entitled to attend the General
Meeting, to speak and vote, either in person or by proxy
granted in writing. This includes electronically submitted
proxies. All shareholders wishing to take part must

AEGON’s Executive Board currently has two members:
Alexander R. Wynaendts, who is Chairman of the
Executive Board and Chief Executive Officer, and Jan
J. Nooitgedagt, who is AEGON’s Chief Financial Officer.

1 For further details on how AEGON’s corporate governance practices differ from those required of US companies under New York Stock
Exchange standards, please refer to the NYSE Listing standards in the Governance section of AEGON’s website at www.aegon.com.
2 The Dutch law currently provides for a threshold of EUR 50 million. It is expected that the law will be amended and that the threshold
will be increased to EUR 100 million. The Articles of Association of AEGON N.V. already provide for a threshold of EUR 100 million.
During the General Meeting of Shareholders in 2010 it was confirmed that the threshold of EUR 100 million in market value will not be
effective until the Dutch law has been amended.
3 For further information, please see pages 244 to 245.
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AEGON’s Executive Board is charged with the overall
management of the company and, as such, is responsible
for achieving the company’s aims, strategy and
associated risk profile, as well as overseeing any
relevant sustainability issues and the development
of the company’s earnings. Each member has duties
related to his or her specific area of expertise. The
number of Executive Board members and their terms
of employment are determined by the company’s
Supervisory Board. Executive Board members are
appointed by the General Meeting of Shareholders
following nomination by the Supervisory Board.
For certain decisions – detailed in AEGON’s Articles
of Association – the Executive Board must seek prior
approval from the Supervisory Board. In addition, the
Supervisory Board may also choose to subject other
Executive Board decisions to its prior approval.

Management board
AEGON’s Executive Board is assisted in its work by
the company’s Management Board, which comprises
six members, including the members of the
Executive Board 1. During 2010, AEGON’s Management
Board was composed of Alexander R. Wynaendts,
Jan J. Nooitgedagt, Mark Mullin, Marco B.A. Keim,
Otto Thoresen and Gábor Kepecs.

Severance payments
The employment contracts with current members of the
Executive Board contains provisions entitling them to
severance payments, should their employment be
terminated as a result of a merger or takeover 2.
As part of the capital transaction agreed with the
Dutch State in 2008, severance payments for the
members of the Executive Board are limited to a
maximum of one year’s fixed salary. The company’s
Remuneration Policy for the Executive Board also limits
the exit arrangement to a maximum of one year’s
fixed salary 3.

Supervisory Board operates according to the principles
of collective responsibility and accountability.

appointment of board members
Members are appointed by the General Meeting of
Shareholders following nomination by the Supervisory
Board itself. At present, AEGON’s Supervisory Board
consists of ten non-executive members, one of whom is
a former member of AEGON’s Executive Board.

Committees
The Supervisory Board also oversees the activities of
several Committees. These Committees are composed
exclusively of Supervisory Board members and deal with
specific issues related to AEGON’s financial accounts,
risk management strategy, executive remuneration and
appointments. These Committees are:
The Audit Committee
The Risk Committee
The Compensation Committee
The Nominating Committee

Composition of the board
AEGON endeavors to ensure that the composition of the
company’s Supervisory Board is well balanced. A profile
has been drawn up outlining the required qualifications
of its members. Supervisory Board members are no
longer eligible for appointment after the age of 70,
unless the Board itself decides to make an exception.
Supervisory Board members’ remuneration is
determined by the General Meeting of Shareholders.

AEgON’s ownership structure and
exercise of control
As a publicly listed company, AEGON is required to
provide the following detailed information regarding
any structures or measures that may hinder or prevent
a third party from acquiring the company or exercising
effective control over it.

Capital of the company

Supervisory board
AEGON’s Supervisory Board oversees the management
of the Executive Board, as well as the overall course of
the company’s business and corporate strategy. In its
deliberations, the Supervisory Board must take into
account the interests of all AEGON stakeholders. The

AEGON has authorized capital of EUR 610 million,
divided into three billion common shares, each with a
par value of EUR 0.12 and one billion class A and class B
preferred shares, each with a par value of EUR 0.25.
At the end of 2010, a total of 1,736,049,139 common
shares and 280,710,000 preferred shares had been issued.

1 For further details, please see page 4 to 5.
2 Employment contracts for members of AEGON’s Executive Board are available on AEGON’s website (www.aegon.com). �
3 See page 66 to 69 for the Remuneration Policy Executive Board. The Policy is also available on AEGON’s website (www.aegon.com). �
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AEGON’s total issued and fully paid-up capital.
Depository receipts for AEGON shares are not issued
with the company’s cooperation.
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A tender offer for AEGON shares.
A proposed business combination by any person or
group of persons, whether acting individually or as a
group, other than in a transaction approved by the
company’s Executive and Supervisory Boards.

Common shares
Each common share carries one vote. There are no
restrictions whatsoever on the exercise of voting rights
by holders of common shares, whether with regard to
the number of votes or to the time period in which they
may be exercised.

Preferred shares
All preferred shares are held by Vereniging AEGON, the
company’s largest shareholder. In line with their higher
par value, preferred shares may carry 25/12, or
approximately 2.08, votes per share. The voting rights
attached to preferred shares are subject to restrictions,
as described hereunder under “Special Control Rights”.
Under these restrictions each share carries one vote.
The capital contribution on class A preferred shares is
a reflection of the market value of AEGON’s common
shares at the time the contribution was made. In
addition, preferred shares carry the right to a preferred
dividend on the paid-in amount. No other dividend is
paid on the preferred shares. In the event AEGON is
liquidated, the paid-in amount on preferred shares will
be reimbursed before any payments on common shares
are made.

Significant shareholdings
On December 31, 2010, Vereniging AEGON, AEGON’s
largest shareholder, held a total of 171,974,055 common
shares, 211,680,000 class A preferred shares and
69,030,000 class B preferred shares. In the case of new
common shares being issued, Vereniging AEGON has the
option, under the terms of the 1983 Merger Agreement 1,
to acquire additional class B preferred shares to prevent
a dilution of its voting rights, unless, by exercising this
option, the association increases its share of voting right
to more than 33%.

Special control rights
Under the Preferred Shares Voting Rights Agreement 2,
Vereniging AEGON has voluntarily waived its right to
cast 25/12 votes per preferred share, except in the event
of a “special cause” These “special causes” may include:
The acquisition by a third party of an interest in
AEGON N.V. amounting to 15% or more.

If Vereniging AEGON, acting at its sole discretion,
determines that a special cause has arisen, it must notify
the General Meeting of Shareholders. In this event,
Vereniging AEGON retains full voting rights on its
preferred shares for a period limited to six months.
Based on its current shareholding, Vereniging AEGON
would, for that limited period, command 33% of the
votes at a General Meeting of Shareholders.
As a result of both this and the existence of certain
qualified majority voting requirements specified in
AEGON’s Articles of Association, Vereniging AEGON may
effectively be in a position to block unfriendly actions by
either a hostile bidder or others for a period of six
months. In the absence of a special cause, Vereniging
AEGON’s share of the company’s voting capital
represented 22.8% at December 31, 2010. For more
information on Vereniging AEGON, please refer to the
Financial Statement in this Annual Report (see pages
244 to 245) or the website of Vereniging AEGON
(www.verenigingaegon.com).
To AEGON’s knowledge, only one other party holds a
capital and voting interest in AEGON N.V. in excess of
5%. According to its filing with the United States
Securities and Exchange Commission on February 10,
2011, US-based investment management firm Dodge &
Cox owns over 160 million shares, representing more
than 5% of the issued share capital and voting rights in
the company.

board appointments
The General Meeting of Shareholders appoints members
of both the Supervisory and Executive Boards, following
nominations by the Supervisory Board. Providing at
least two candidates are nominated, these nominations
are binding. The General Meeting of Shareholders may
cancel the binding nature of these nominations with a
majority of two-thirds of votes cast, representing at least
one half of AEGON’s issued capital.
The General Meeting may, in addition, bring forward
a resolution to appoint someone not nominated by

1 The 1983 Merger Agreement, as amended, is published on AEGON’s website www.aegon.com.
2 The Preferred Shares Voting Rights Agreement is published on AEGON’s website (www.aegon.com).
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the Supervisory Board. Such a resolution also requires
a two-thirds majority of votes cast and representing
at least one half of AEGON’s issued capital. Provisions on
appointing Board members were included as part of a
wider review of AEGON’s corporate governance
framework. They were adopted at an Extraordinary
General Meeting of Shareholder on May 9, 2003.
Qualified majority voting provisions were included to
give AEGON temporary protection against potential
unfriendly actions by hostile bidders. Vereniging AEGON,
AEGON’s largest shareholder, may, in effect, block any
hostile attempt to replace the company’s Executive or
Supervisory Board for a period of up to six months.

Suspending or dismissing board members
Members of AEGON’s Supervisory and Executive Boards
may be suspended or dismissed by the General Meeting
of Shareholders with a two-thirds majority of votes cast,
representing at least one half of AEGON’s issued
capital, unless the suspension or dismissal has first been
proposed by the company’s Supervisory Board. A member
of the Executive Board may also be suspended by the
Supervisory Board, though the General Meeting of
Shareholders has the power to annul this suspension.

amending the articles of association
The General Meeting of Shareholders may, with an
absolute majority of votes cast, pass a resolution to
amend AEGON’s Articles of Association or to dissolve
the company, in accordance with a proposal made by the
Executive Board and approved by the Supervisory Board.

issue and repurchase of shares
New shares may be issued up to the maximum of the
company’s authorized capital, following a resolution
adopted by the General Meeting of Shareholders. Shares
may also be issued following a resolution of the
Executive Board, providing – and to the extent that –
the Board has been authorized to do so by the General
Meeting of Shareholders. A resolution authorizing the
Executive Board to issue new shares is usually presented
at AEGON’s annual General Meeting of Shareholders.
AEGON is entitled to acquire its own fully paid-up shares,
providing it acts within existing statutory restrictions.
Shareholders usually authorize the Executive Board to
purchase the company’s shares under terms and
conditions determined by the General Meeting.

transfer of shares
There are no restrictions on the transfer of common
shares. As regards the transferability of preferred
shares, please refer to clause 10.5 of the Amendment
to the 1983 Merger Agreement 1.

Shareholder agreements
AEGON has no knowledge of any agreement between
shareholders that might restrict the transfer of shares
or the voting rights pertaining to them.

exercise of option rights
Senior executives at AEGON companies and other
employees have been granted share appreciation rights
and share options. For further details, please see pages
199 to 202. Under the terms of existing share option
plans, AEGON cannot influence the exercise of
granted rights.

Significant agreements and potential
change of control
AEGON is not party to any significant agreements which
would take effect, alter or terminate as a consequence of
a change of control following a public offer for the
outstanding shares of the company, other than those
customary in the financial markets (for example, financial
arrangements, loans and joint venture agreements).

dutch Corporate governance Code
As a company based in the Netherlands, AEGON adheres
to the Dutch Corporate Governance Code. AEGON
endorses the Code and strongly supports its principles
for sound and responsible corporate governance. AEGON
regards the Code as an effective means of helping
ensure that the interests of all stakeholders are duly
represented and taken into account. The Code also
promotes transparency in decision-making and helps
strengthen the principles of good governance. The
original Code, dated December 2003, was amended in
2008. The new, amended Code came into force on
January 1, 2009. This review deals with the Dutch
Corporate Governance Code in force from that date.
Overseeing AEGON’s overall corporate governance
structure is the responsibility of both the Supervisory
and Executive Boards. Any substantial change to this
structure is submitted to the General Meeting of
Shareholders for discussion.

1 The 1983 Merger Agreement, as amended, is published on AEGON’s website www.aegon.com.
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A detailed explanation is given below for those instances
where AEGON does not fully apply the best practice
provisions of the Code. In these few instances, AEGON
adheres, as far as possible, to the spirit of the Code.

Code ii.2.8 For members of the executive
board the Dutch Corporate governance Code
requires that the maximum compensation in
the event of dismissal should be one year’s
salary, or two years’ salary for cases when one
year’s salary would be manifestly unreasonable
for a member who is dismissed in his or her
first term of office.
aegOn’s position on Code ii.2.8.
AEGON is committed to applying this best practice
provision to all new Executive Board appointments.
This best practice provision is also embedded in the
company’s Remuneration Policy for the Executive Board.
In accordance with the capital transaction concluded
with the Dutch State on December 1, 2008, the more
favorable severance payment arrangements in CEO
Alex Wynaendts’ employment agreement have been
waived and exit arrangements limited to a maximum of
one year’s fixed salary. As a result, AEGON is currently
in compliance with this provision. Details of Executive
Board members’ employment contracts may be found
on AEGON’s corporate website.

Code ii.3.3 the Code recommends that a
member of the executive board should not
take part in discussions or decision-making
related to a subject or a transaction in which
he or she has a conflict of interest.
aegOn’s position on Code ii.3.3.
AEGON’s CEO and CFO are members of the Executive
Committee of the company’s largest shareholder,
Vereniging AEGON. This may be construed as a conflict
of interest. However, under Vereniging AEGON’s Articles
of Association, AEGON’s CEO and CFO are specifically
excluded from voting on issues directly related to
AEGON or their position within it. AEGON’s Supervisory
Board holds the view that, given the historic relationship
between AEGON and Vereniging AEGON, it would not be
in the company’s best interests to prevent them
participating in discussions and decision-making related
to Vereniging AEGON. For this reason, a protocol has
been drawn up authorizing the CEO and CFO to continue
their existing practice with respect to their dealings with
Vereniging AEGON. The text of this protocol is available
on AEGON’s website.

OUR GOVERNANCE

COrpOrATE gOVErNANCE

A number of documents relating to corporate
governance may be found on AEGON’s website
(www.aegon.com). These include:
Articles of Association
AEGON’s Corporate Governance Statement
Employment agreements for members of the
Executive Board
Remuneration Policies, Executive Board and
Supervisory Board
Appointment schedules, Executive Board and
Supervisory Board
Charters for Executive Board, Management
Board, Supervisory Board and Supervisory Board
Committees
Protocol Vereniging AEGON – AEGON N.V.
Transactions AEGON N.V. – Vereniging AEGON
Amended Merger Agreement
Preferred Shares Voting Rights Agreement
The New York Stock Exchange Listing Standards

Code iV.1.1 The Dutch Corporate Governance Code states
that the General Meeting of Share-holders may cancel
the binding nature of nominations for the appointment
of members to the Executive and Supervisory Boards
with an absolute majority of votes and a limited quorum.

aegOn’s position on Code iV.1.1.
AEGON’s Articles of Association provide for a larger
majority and a higher quorum than those advocated
by the Code. Given that the company has no specific
anti-takeover measures, the current system is deemed
appropriate within the context of the 1983 Merger
Agreement under which AEGON was formed. However,
to mitigate any possible negative effects from this, the
Supervisory Board has decided that, in the absence of
any hostile action, it will only make nominations for
appointment of members to the Executive and
Supervisory Boards that are non-binding in nature.

Corporate governance Statement
Generally, AEGON applies the best practice provisions
set out in the Code. For an extensive review of AEGON’s
compliance with the Code, please refer to the Corporate
Governance Statement on AEGON’s corporate website
(www.aegon.com).
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Rhona bradbury
AEGON UK
United Kingdom

FOCUS ON FAMILY
A wedding day is one of life’s most treasured occasions, representing the beginning of a promising
yet unpredictable future. We make it our business to help young couples and families plan for life’s many
adventures – wherever they lead and whatever they bring.
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 CONSOlidated balaNCe Sheet OF aeGON N.V.
As AT DECEMbER 31

Amounts in EUR million

Note

2010

2009

ASSETS
Intangible assets

6

4,359

4,609

Investments

7

143,188

134,205

Investments for account of policyholders

8

146,237

125,845

Derivatives

9

6,251

4,917

Investments in associates

10

733

696

Reinsurance assets

11

5,580

5,110

Defined benefit assets

25

352

356

Deferred tax assets

27

512

278

Deferred expenses and rebates

12

11,948

11,481

Other assets and receivables

13

7,912

6,823

Cash and cash equivalents

14

TOTAL AssETs

5,231

4,314

332,303

298,634

EQUITY AND LIABILITIES
Shareholders’ equity

15

17,210

12,164

Convertible core capital securities

16

1,500

2,000

Other equity instruments

17

4,704

4,709

23,414

18,873

Issued capital and reserves attributable to equity holders of AEGON N.V.
Minority interest

GROup EquITy

11

10

23,425

18,883

Trust pass-through securities

18

143

130

Insurance contracts

19

100,506

93,790

Insurance contracts for account of policyholders

20

77,650

69,760

Investment contracts

21

23,237

27,932

Investment contracts for account of policyholders

22

69,527

57,421

Derivatives

9

5,971

5,716

Borrowings

23

8,518

7,485

Provisions

24

357

421

Defined benefit liabilities

25

2,152

2,104

Deferred revenue liabilities

26

82

69

Deferred tax liabilities

27

1,824

817

Other liabilities

28

18,495

13,714

Accruals

29

416

392

TOTAL LIAbILITIEs

308,878

279,751

TOTAL EquITy AND LIAbILITIEs

332,303

298,634
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 CONSOlidated iNCOme StatemeNt OF aeGON N.V.
FOR ThE yEAR ENDED DECEMbER 31

Note

2010

2009

2008

Premium income

30

21,097

19,473

22,409

Investment income

31

8,762

8,681

9,965

Fee and commission income

32

1,744

1,593

1,703

Amounts in EUR million (except per share data)

Other revenues

Total revenues

5

4

5

31,608

29,751

34,082

Income from reinsurance ceded

33

1,869

1,721

1,633

Results from financial transactions

34

15,662

14,937

(28,195)

Other income

35

40

–

6

49,179

46,409

7,526
1,571

TOTAL INCOME
Premiums to reinsurers

30

1,859

1,727

Policyholder claims and benefits

36

38,081

36,899

Profit sharing and rebates

37

83

117

98

Commissions and expenses

38

6,034

5,983

6,109

Impairment charges / (reversals)

39

701

1,369

1,113

Interest charges and related fees

40

426

412

526

Other charges

41

122

389

2

47,306

46,896

8,611

TOTAL ChARGEs
Income before share in profit / (loss) of associates and tax

1,873

Share in profit / (loss) of associates

41

Income / (loss) before tax
Income tax

1,914
42

NET INCOME / (LOss)

(154)

(487)
23

(464)

(808)

(1,085)
24

(1,061)

668

(21)

1,760

204

(1,082)

1,759

204

(1,082)

1

–

Net income / (loss) attributable to:
Equity holders of AEGON N.V.
Minority interest

Earnings and dividend per share (EUR per share) �
Earnings per share

–

43

1

0.83

(0.16)

(0.92)

Diluted earnings per share 1, 2

0.83

(0.16)

(0.92)

Earnings per share after potential attribution to convertible core capital securities 1, 3

0.76

–

–

Diluted earnings per share after conversion of convertible core capital securities 1, 2

0.68

–

–

–

–

0.30

Dividend per common share

44

After deduction of preferred dividend, coupons on perpetuals and coupons and premium on core capital securities.
2�
The potential conversion of the convertible core capital securities is taken into account in the calculation of diluted earnings per share if this would have
a dilutive effect (i.e. diluted earnings per share would be lower than the earnings after potential attribution to convertible core capital securities).
3
Reflects basic earnings per share. For 2009, basic earnings per share is EUR (0.16) and for 2008 EUR (0.92).
1
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 CONSOlidated StatemeNt OF COmpreheNSiVe iNCOme OF aeGON N.V. �
FOR ThE yEAR ENDED DECEMbER 31 �

Amounts in EUR million

2010

2009

Net income / (loss)

1,760

204

(1,082)

2008

3,873

7,860

(11,139)

Other comprehensive income:
Gains / (losses) on revaluation of available-for-sale investments
(Gains) / losses transferred to the income statement on disposal and impairment
of available-for-sale investments
Changes in revaluation reserve real estate held for own use
Changes in cash flow hedging reserve
Movement in foreign currency translation and net foreign investment
hedging reserve

(203)

640
(1)

8

373

(731)

798

1,046

(204)

(82)
(7)

Equity movements of associates

(25)

27

Disposal of group assets

(22)

94

Aggregate tax effect of items recognized in other comprehensive income / (loss)
Other

Other comprehensive income / (loss) for the period
TOTAL COMpREhENsIVE INCOME / (LOss)

718

4

–

(1,409)

(2,315)

2,876

(10)

(6)

–

3,627

5,364

(6,828)

5,387

5,568

(7,910)

5,386

5,564

(7,900)

1

4

(10)

Total comprehensive income / (loss) attributable to:
Equity holders of AEGON N.V.
Minority interest
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 CONSOlidated StatemeNt OF ChaNGeS iN eqUity OF aeGON N.V
FOR ThE yEAR ENDED DECEMbER 31, 2010

Amounts in EUR million

Note

At January 1, 2010

Share Retained
capital earnings

Revaluation
reserves

8,184

7,995

–

1,759

–

Gains / (losses) on
revaluation of availablefor-sale investments

–

–

3,873

(Gains) / losses transferred
to income statement on
disposal and impairment
of available for-saleinvestments

–

–

Changes in revaluation
reserve real estate held
for own use

–

–

Changes in cash flow
hedging reserve

–

Movements in foreign
currency translation and
net foreign investment
hedging reserves

–

Net income / (loss) recognized
in the income statement

(1,709)

Convertible
core
Other
capital
reserves
securities
(2,306)

Other
equity
instruments

Issued
capital
and Minority
reserves 1 interest

Total

2,000

4,709

18,873

10

18,883

–

–

–

1,759

1

1,760

–

–

–

3,873

–

3,873

–

–

–

4

–

–

–

4

–

4

–

373

–

–

–

373

–

373

–

–

1,046

–

–

1,046

–

1,046

Other comprehensive
income:

(203)

Equity movements of
associates

–

–

Disposal of group assets

–

–

(22)

(1,358)

–

(25)
–

(203)

–

(203)

–

–

(25)

–

(25)

–

–

(22)

–

(22)

Aggregate tax effect
of items recognized in
other comprehensive
income / (loss)

–

–

Other

–

7

–

TOTAL OThER COMpREhENsIVE INCOME / (LOss)

–

7

2,667

TOTAL COMpREhENsIVE
INCOME / (LOss) FOR 2010

–

1,766

2,667

Repurchase of convertible
core capital securities

–

–

–

–

–

(500)

–

(500)

Preferred dividend

–

(90)

–

–

–

–

(90)

–

(90)

Coupons on perpetual
securities

–

(187)

–

–

–

–

(187)

–

(187)

Coupons and premiums
on convertible core
capital securities

–

(63)

–

–

–

–

(63)

–

(63)

Share options

–

–

–

–

–

(5)

(5)

–

AT DECEMbER 31, 2010 15, 16, 17
1

8,184

9,421

958

(51)

–

–

(1,409)

–

(1,409)

(17)

–

–

(10)

–

(10)

–

–

3,627

–

3,627

–

–

5,386

1

5,387

953

953

(1,353)

(500)

1,500

4,704

23,414

11

Issued capital and reserves attributable to equity holders of AEGON N.V.
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 CONSOlidated StatemeNt OF ChaNGeS iN eqUity OF aeGON N.V.
FOR ThE yEAR ENDED DECEMbER 31, 2009

Amounts in EUR million

Note

At January 1, 2009

Share Retained
capital earnings

Revaluation
reserves

7,347

8,093

–

204

–

Gains / (losses) on
revaluation of availablefor-sale investments

–

–

(Gains) / losses transferred
to income statement on
disposal and impairment
of available for-saleinvestments

–

–

Changes in revaluation
reserve real estate held
for own use

–

–

Changes in cash flow
hedging reserve

–

–

Movements in foreign
currency translation and
net foreign investment
hedging reserves

–

–

Equity movements of
associates

–

Disposal of group assets

–

Aggregate tax effect
of items recognized in
other comprehensive
income / (loss)

–

Other

–

(10)

–

TOTAL OThER COMpREhENsIVE INCOME / (LOss)

–

(10)

5,458

–

194

5,458

Net income / (loss) recognized
in the income statement

(7,167)

Convertible
core
Other
capital
reserves
securities
(2,218)

Other
equity
instruments

Issued
capital
and Minority
reserves 1 interest

Total

3,000

4,699

13,754

6

13,760

–

–

–

204

–

204

7,860

–

–

–

7,860

–

7,860

640

–

–

–

640

–

640

(1)

–

–

–

(1)

–

(1)

(731)

–

–

–

(731)

–

(731)

(204)

–

(204)

Other comprehensive
income:

TOTAL COMpREhENsIVE
INCOME / (LOss) FOR 2009
Shares issued

837

–

(204)

–

–

–

–

27

–

–

27

–

27

–

59

35

–

–

94

–

94

54

–

–

(2,315)

–

(2,315)

–

–

–

(10)

4

(6)

(88)

–

–

5,360

4

5,364

(88)

–

–

5,564

4

5,568

–

–

823

–

823

–

(2,369)

(14)

–

–

Repurchase of convertible
core capital securities

–

–

–

–

Treasury shares

–

175

–

–

–

–

175

–

175

Preferred dividend

–

(122)

–

–

–

–

(122)

–

(122)

Coupons on perpetual
securities

–

(182)

–

–

–

–

(182)

–

(182)

Coupons and premium on
convertible core capital
securities

–

(148)

–

–

–

–

(148)

–

(148)

Share options

–

–

–

–

–

10

10

–

10

Other

–

(1)

–

–

–

–

(1)

–

2,000

4,709

AT DECEMbER 31, 2009 15, 16, 17
1

8,184

7,995

(1,709)

Issued capital and reserves attributable to equity holders of AEGON N.V.

(2,306)

(1,000)

–

(1,000)

18,873

–

10

(1,000)

(1)

18,883
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 CONSOlidated StatemeNt OF ChaNGeS iN eqUity OF aeGON N.V.
FOR ThE yEAR ENDED DECEMbER 31, 2008

Amounts in EUR million

Note

At January 1, 2008
Net income / (loss) recognized
in the income statement

Share Retained
capital earnings
7,359
–

Revaluation
reserves

10,349

(516)

(1,082)

–

Convertible
core
Other
capital
reserves
securities
(2,041)

Other
equity
instruments

Issued
capital
and Minority
reserves 1 interest
19,946

16

Total

–

4,795

–

–

–

(1,082)

–

–

–

(11,139)

–

–

–

718

–

718

–

–

8

–

8

–

–

798

–

798

–

19,962
(1,082)

Other comprehensive
income:
Gains / (losses) on
revaluation of availablefor-sale investments

–

–

(Gains) / losses transferred
to income statement on
disposal and impairment
of available for-saleinvestments

–

–

718

Changes in revaluation
reserve real estate held
for own use

–

–

8

Changes in cash flow
hedging reserve

–

–

798

Movements in foreign
currency translation and
net foreign investment
hedging reserves

–

–

–

(82)

–

–

(82)

–

(82)

Equity movements of
associates

–

–

–

(7)

–

–

(7)

–

(7)

Aggregate tax effect
of items recognized in
other comprehensive
income / (loss)

–

–

2,964

(88)

–

–

2,876

Other

–

10

–

–

–

10

TOTAL OThER COMpREhENsIVE INCOME / (LOss)

–

10

TOTAL COMpREhENsIVE
INCOME / (LOss) FOR 2008

–

Convertible core capital
securities issued

–

Treasury shares
Treasury shares – withdrawn

–
(12)

(1,072)

(11,139)

–
–

–

–

(6,818)

(10)

(6,828)

(6,651)

(177)

–

–

(7,900)

(10)

(7,910)

3,000

–

3,000

–

–

–

(217)

–

–

–

–

12

–

–

–

–

–

–

–

–

–

(548)

–

–

–

Preferred dividend

–

(112)

–

–

–

Coupons on perpetual
securities

–

(189)

–

–

–

Coupons on convertible core
capital securities

–

(121)

–

–

Share options

–

–

–

1

–

–
(9)

8,093

–

–

–

7,347

2,876

(177)

Dividends paid on common
shares

AT DECEMbER 31, 2008 15, 16, 17

–
(10)

(11,139)

(6,651)

Other equity instruments
redeemed

Other

–

–

(7,167)

–

(2,218)

(114)

–

(217)

–

–

–

3,000
(217)
–

(114)

–

(114)

–

(548)

–

(548)

–

(112)

–

(112)

–

(189)

–

(189)

–

–

(121)

–

(121)

–

18

18

–

18

–

–

3,000

4,699

(9)

13,754

–

6

Issued capital and reserves attributable to equity holders of AEGON N.V.
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 CONSOlidated CaSh FlOw StatemeNt OF aeGON N.V.
FOR ThE yEAR ENDED DECEMbER 31 �
Amounts in EUR million

Income / (loss) before tax
Results from financial transactions

Note

2010
1,914

2009
(464)

2008
(1,061)

(15,662)

(14,937)

28,195

1,637

1,716

1,691

Impairment losses

701

1,369

1,113

Income from associates

(41)

(23)

(24)

(8)

(117)

306

Amortization and depreciation

Release of cash flow hedging reserve
Other

Adjustments of non-cash items

(5)

(13,378)

262

(11,730)

52

31,333

Insurance and investment liabilities

(4,321)

(4,811)

4,349

Insurance and investment liabilities for account of policyholders

14,274

18,925

(24,556)

Accrued expenses and other liabilities
Accrued income and prepayments

Changes in accruals
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

Cash flow movements on operating items not reflected in income
Tax paid
Other

NET CAsh FLOWs FROM OpERATING ACTIVITIEs

502
(2,299)

466
(1,307)

3,689
(1,792)

8,156

13,273

(18,310)

(42,691)

(49,022)

(56,394)

(940)

(1,255)

45,446

50,875

(843)
51,055

1,452

1,474

1,045

(1,522)

(3,837)

(2,563)

3,003

(4,979)

(22)

39

(1,821)

(2,658)

4,787

(8,565)

(10,380)

(274)

345

58

136

1,263

(7,005)

(437)
178

1,323

CONTINUATION >
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 CONSOlidated CaSh FlOw StatemeNt OF aeGON N.V.
FOR ThE yEAR ENDED DECEMbER 31 > CONTINUATION
Amounts in EUR million

Note

2010

2009

2008

Purchase of individual intangible assets
(other than VOBA and future servicing rights)
Purchase of equipment and real estate for own use
Acquisition of subsidiaries and associates, net of cash
Disposal of intangible asset
Disposal of equipment
Disposal of subsidiaries and associates, net of cash
Dividend received from associates
Other

(20)

(10)

(116)

(202)

(85)

(31)

(202)

(461)

2

–

–

33

25

150

(158)

11

–

14

53

4

(2)

NET CAsh FLOWs FROM INVEsTING ACTIVITIEs

(278)

Issuance of share capital

–

Issuance of convertible core capital securities
Issuance and (purchase) of treasury shares
Proceeds from TRUPS 1, subordinated loans and borrowings
Repurchase of convertible core capital securities

–

(325)

6

(398)

837

–

–

–

3,000

–

175

7,551

6,926

(500)

Repurchase of perpetual securities

(12)

–

(1,000)

(217)
4,876
–

–

(114)

(6,577)

(4,529)

(5,134)

Dividends paid

(90)

(122)

(660)

Coupons and premium on convertible core capital securities

(63)

(273)

(251)

(244)

49

(14)

Repayment of TRUPS 1, subordinated loans and borrowings

Coupons on perpetual securities
Other

NET CAsh FLOWs FROM FINANCING ACTIVITIEs

119

NET INCREAsE / (DECREAsE) IN CAsh AND CAsh EquIVALENTs 2
Net cash and cash equivalents at the beginning of the year
Effects of changes in exchange rate

NET CAsh AND CAsh EquIVALENTs AT ThE END OF ThE yEAR

14

–
(254)
(36)

1,756

1,461

1,104

(5,574)

2,386

4,013

9,506

7,385

57

81

5,174

4,013

Trust pass-through securities.
2�
Included in net increase / (decrease) in cash and cash equivalents are interest received (2010: EUR 8,167 million, 2009: EUR 7,778 million
and 2008: EUR 8,614 million) dividends received (2010: EUR 635 million, 2009: EUR 816 million and 2008: EUR 925 million) and interest
paid (2010: EUR 380 million, 2009: EUR 510 million and 2008: EUR 356 million).
1

The cash flow statement is prepared according to the indirect method.
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(265)

9,506
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 exChaNGe rateS
Exchange rates at December 31, 2010
1
1
1
1
1
1
1
100
100

EUR
USD
GBP
CAD
PLN
CNY
RON
HUF
CZK

EUR

USD

GBP

CAD

PLN

CNY

RON

HUF

CZK

–

1.3362

0.8608

1.3322

3.9750

8.8220

4.2620

277.9500

25.0610

0.748

–

0.644

0.997

2.975

6.602

3.190

208.015

18.755

1.162

1.552

–

1.548

4.618

10.249

4.951

322.897

29.114

0.751

1.003

0.646

–

2.984

6.622

3.199

208.640

18.812

0.252

0.336

0.217

0.335

–

2.219

1.072

69.925

6.305

0.113

0.151

0.098

0.151

0.451

–

0.483

31.506

2.841

0.235

0.314

0.202

0.313

0.933

2.070

–

65.216

5.880

0.360

0.481

0.310

0.479

1.430

3.174

1.533

–

9.016

3.990

5.332

3.435

5.316

15.861

35.202

17.007

1,109.094

–

Exchange rates at December 31, 2009
1
1
1
1
1
1
1
100
100

EUR
USD
GBP
CAD
PLN
CNY
RON
HUF
CZK

EUR

USD

GBP

CAD

PLN

CNY

RON

HUF

CZK

–

1.4406

0.8881

1.5128

4.1045

9.8350

4.2363

270.4200

26.4730

0.694

–

0.616

1.050

2.849

6.827

2.941

187.713

18.376

1.126

1.622

–

1.703

4.622

11.074

4.770

304.493

29.809

0.661

0.952

0.587

–

2.713

6.501

2.800

178.755

17.499

0.244

0.351

0.216

0.369

–

2.396

1.032

65.884

6.450

0.102

0.146

0.090

0.154

0.417

–

0.431

27.496

2.692

0.236

0.340

0.210

0.357

0.969

2.322

–

63.834

6.249

0.370

0.533

0.328

0.559

1.518

3.637

1.567

–

9.790

3.777

5.442

3.355

5.715

15.504

37.151

16.002

1,021.494

–

Weighted average exchange rates 2010
1
1
1
1
1
1
1
100
100

EUR
USD
GBP
CAD
PLN
CNY
RON
HUF
CZK

EUR

USD

GBP

CAD

PLN

CNY

RON

HUF

CZK

–

1.3210

0.8544

1.3599

3.9771

8.9699

4.1917

273.9494

25.1205

0.757

–

0.647

1.029

3.011

6.790

3.173

207.380

19.016

1.170

1.546

–

1.592

4.655

10.498

4.906

320.634

29.401

0.735

0.971

0.628

–

2.925

6.596

3.082

201.448

18.472

0.251

0.332

0.215

0.342

–

2.255

1.054

68.882

6.316

0.111

0.147

0.095

0.152

0.443

–

0.467

30.541

2.801

0.239

0.315

0.204

0.324

0.949

2.140

–

65.355

5.993

0.365

0.482

0.312

0.496

1.452

3.274

1.530

–

9.170

3.981

5.259

3.401

5.414

15.832

35.707

16.686

1,090.541

–

Weighted average exchange rates 2009
1
1
1
1
1
1
1
100
100
100

EUR
USD
GBP
CAD
PLN
CNY
RON
HUF
NTD
CZK

EUR

USD

GBP

CAD

PLN

CNY

RON

HUF

NTD

CZK

–

1.4071

0.8903

1.5773

4.3248

9.4849

4.2347

280.2934

44.9230

26.3343

0.711

–

0.633

1.121

3.074

6.741

3.010

199.199

31.926

18.715

1.123

1.580

–

1.772

4.858

10.654

4.756

314.830

50.458

29.579

0.634

0.892

0.564

–

2.742

6.013

2.685

177.705

28.481

16.696

0.231

0.325

0.206

0.365

–

2.193

0.979

64.811

10.387

6.089

0.105

0.148

0.094

0.166

0.456

–

0.446

29.552

4.736

2.776

0.236

0.332

0.210

0.372

1.021

2.240

–

66.190

10.608

6.219

0.357

0.502

0.318

0.563

1.543

3.384

1.511

–

16.027

9.395

2.226

3.132

1.982

3.511

9.627

21.114

9.427

623.942

–

58.621

3.797

5.343

3.381

5.990

16.423

36.017

16.081

1,064.366

170.587

–
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 NotestothecoNsolidatedfiNaNcialstatemeNtsofaeGoNN.V.
amOuNTS iN Eur milliON, uNlESS OThErwiSE STaTEd
NOTE 1 �
GENEral iNfOrmaTiON
AEGON N.V., incorporated and domiciled in the Netherlands,
is a public limited liability share company organized under
Dutch law and recorded in the Commercial Register of
The Hague under its registered address at AEGONplein 50,
2591 TV The Hague. AEGON N.V. serves as the holding company
for the AEGON Group and has listings of its common shares in
Amsterdam, New York and London.
AEGON N.V. (or ‘the Company’), its subsidiaries and its
proportionally consolidated joint ventures (AEGON or
‘the Group’) have life insurance and pensions operations in
over twenty countries in Europe, the Americas and Asia and
are also active in savings and investment operations, accident
and health insurance, general insurance and limited banking
operations. Headquarters are located in The Hague, the
Netherlands. The Group employs approximately 27,500
people worldwide.
NOTE 2

Summary Of SiGNificaNT accOuNTiNG
pOliciES

NOTE 2.1
BaSiS Of prESENTaTiON
The consolidated financial statements have been prepared in
accordance with International Financial Reporting Standards
(IFRS), as adopted by the European Union (EU), with IFRS as
issued by the International Accounting Standards Board (IASB)
and with Part 9 of Book 2 of the Netherlands Civil Code. The
consolidated financial statements have been prepared in
accordance with the historical cost convention as modified by
the revaluation of investment properties and those financial
instruments (including derivatives) and financial liabilities that
have been measured at fair value. Information on the standards
and interpretations that were adopted in 2010 is provided below
in paragraph 2.1.1. Certain amounts in prior years have been
reclassified to conform to the current year presentation. These
reclassifications had no effect on net income, shareholders’
equity or earnings per share. The consolidated financial
statements are presented in euros and all values are rounded
to the nearest million except when otherwise indicated.
With regard to the income statement of AEGON N.V., article
402, Part 9 of Book 2 of the Netherlands Civil Code has been
applied, allowing a simplified format.
The preparation of financial statements in conformity with IFRS
requires management to make estimates and assumptions
affecting the reported amounts of assets and liabilities as of the
date of the financial statements and the reported amounts of

revenues and expenses for the reporting period. Those
estimates are inherently subject to change and actual results
could differ from those estimates. Included among the material
(or potentially material) reported amounts and disclosures that
require extensive use of estimates are: fair value of certain
invested assets and derivatives, deferred acquisition costs,
value of business acquired and other purchased intangible
assets, goodwill, policyholder claims and benefits, insurance
guarantees, pension plans, income taxes and the potential
effects of resolving litigated matters.
The consolidated financial statements of AEGON N.V. were
approved by the Executive Board and by the Supervisory Board
on March 23, 2011. The financial statements are put to the
Annual General Meeting of Shareholders on May 12, 2011 for
adoption. The shareholders’ meeting can decide not to adopt
the financial statements but cannot amend them.
NOTE 2.1.1 adOpTiON Of NEw ifrS accOuNTiNG
STaNdardS
New standards become effective on the date specified by IFRS,
but may allow companies to opt for an earlier adoption date.
In 2010, the following new standards issued by the IASB and
Interpretations issued by the IFRS Interpretations Committee
(formerly known as the IFRIC) became mandatory:
IFRS 3 (revised) Business Combinations. �
IAS 27 (revised) Consolidated and separate financial
statements.
Improvements to IFRS (2009).
IFRS 3 (revised) ‘Business Combinations’
The revised IFRS 3, applicable prospectively to all new
acquisitions undertaken after January 1, 2010, continues to
require the application of the acquisition method to business
combinations, with some significant changes. For example, all
payments to purchase a business will be recorded at fair value
at the acquisition date, with contingent payments classified as
liabilitty subsequently re-measured at fair value through profit
or loss. There is a choice on an acquisition-by-acquisition basis
to measure the non-controlling interest in the acquiree either
at fair value or at the non-controlling interest’s proportionate
share of the acquiree’s net assets. All acquisition-related
transaction costs will be expensed.
The adoption of IFRS 3 (revised) does not change the
accounting treatment, including the accounting for contingent
consideration, for past acquisitions. The adoption of this
standard did not have any impact during the current period
as there were no acquisitions.
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IAS 27 (revised) ‘Consolidated and separate financial
statements’ and consequential amendments to IAS
28 ‘Investments in Associates’ and IAS 31 ‘Interests
in Joint Ventures’
The revised IAS 27, applicable prospectively to all new
transactions undertaken with non-controlling interest (minority
interest) after January 1, 2010, requires the recording of the
effect of all transactions in equity if there is no change in
control. Where an interest is disposed and control (or significant
influence or joint control) is lost, any remaining interest in the
entity is re-measured to fair value and a gain or loss is
recognized in profit and loss. In the past, the effect of
transactions with non-controlling interests were accounted
for as partial acquisitions and disposals and reflected either as
goodwill or within the profit and loss account. The adoption of
IAS 27 (revised) had no impact during the current period as
there were no transactions with non-controlling interests and
no disposals where an interest in an entity was retained after
the loss of control (or significant influence or joint control) of
that entity.
Improvements to IFRS (2009)
The IASB issued, in April 2009, a number of minor amendments
to IFRS which resulted from the IASB’s 2009 annual
improvements project. These amendments, which were
effective either from July 1, 2009 or January 1, 2010, deal with
minor changes to the wordings used in the individual standards
and seek to remove editorial and other inconsistencies in
the literature. AEGON adopted all the relevant changes from
the improvements project to its accounting policies.
The improvements project did not result in any changes to
the classification, measurement or presentation of any items
in the financial statements.
In addition, the following new standards, amendments to
existing standards and interpretations are mandatory for
the first time for the financial year beginning January 1, 2010
but are not currently relevant for the Group:
Amendments to IAS 39 Financial Instruments – Eligible
hedged items.
IFRIC 17 Distributions of non-cash assets to owners.
IFRIC 18 Transfers of assets from customers.
IFRS 1 (revised) First time adoption of IFRS – additional
exemptions.
Amendment to IFRS 2 Share Based Payments (Group cash
settled and share based payment transactions.
Amendment to IAS 32 Classification of Rights Issues.

1

Not yet endorsed by the European Union.

Note2.1.1-2.3

NOTE 2.1.2 fuTurE adOpTiON Of NEw ifrS
accOuNTiNG STaNdardS
The following standards, amendments to existing standards
and interpretations, published prior to January 1, 2011, were not
early adopted by the Group and will be applied in future years:
IFRS 9 Financial Instruments 1.
IFRS 7 (amendment) Financial Instruments - Disclosures
(adopted October 2010).
Improvements to IFRS (2010).
IFRS 9 ‘Financial Instruments’
IFRS 9 Financial Instruments addresses classification and
measurement of financial assets, is available for early adoption
immediately but mandatory only for accounting periods
beginning on or after January 1, 2013. IFRS 9 replaces the
multiple classification and measurement models in IAS 39
with a single model that has only two classification categories:
amortized cost and fair value. IFRS 9 represents the first stage
in the IASB’s planned replacement of IAS 39. IFRS 9 is expected
to have a significant impact on the Group’s financial statements
because it will likely result in a reclassification and remeasurement of AEGON’s financial assets. However the full
impact of IFRS 9 will only be clear after the remaining stages
of the IASB’s project on IAS 39 are completed and issued.
Improvements to IFRS (2010)
This set of improvements to IFRS issued by the IASB in May
2010 makes a number of minor amendments to 7 different
standards and interpretations. These amendments, which are
effective for accounting periods beginning on January 1, 2011,
will all be applied by AEGON in its 2011 financial statements
to the extent they are relevant. None of these amendments
are expected to have a material change to the classification,
measurement or presentation of any items in AEGON’s financial
statements.
In addition to the above, the following standards, amendments
to standards and interpretations have been published and are
mandatory for accounting periods beginning on or after
January 1, 2011 or later periods but are not material for the
Group’s operations:
IAS 24 (revised) Related Party Disclosures.
IFRIC 14 (amendment ) Prepayment of a minimum funding
requirement.
IFRIC 19 Extinguishing financial liabilities with equity
instrument.
IFRS 1 (amendment) First Time Adoption – Limited Exemption
from Comparative IFRS 7 Disclosures for First Time Adopters.
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NOTE 2.2 chaNGES iN prESENTaTiON
Starting January 1, 2010, AEGON introduced a new reporting
format for segment reporting that aligns with changes
implemented in the way AEGON manages its businesses. Refer
to section 2.5 Segment reporting for details about this change.
The change in operating segments had no impact on equity or
net income. The comparative segment information presented in
note 5 has been adjusted to make the information consistent
with the current period figures.
NOTE 2.3 BaSiS Of cONSOlidaTiON
Business combinations that occurred before the adoption date
of IFRS (January 1, 2004) have not been restated.
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 govern the financial and operating policies so as to obtain
benefits from its activities (‘control’). The assessment of control
is based on the substance of the relationship between the
Group and the entity and, among other things, considers
existing and potential voting rights 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 delegated these powers through 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, liabilities and contingent liabilities
are measured at fair value on the acquisition date and are
subsequently accounted for in accordance with the Group’s
accounting principles, which is consistent with IFRS. Intra-group
transactions, including AEGON N.V. shares held by subsidiaries,
which are recognized as treasury shares in equity, are
eliminated. Intra-group losses are eliminated, except to the
extent that the underlying 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 adjusted for
the minority’s share in changes in the subsidiary’s equity.
The excess of the consideration paid to acquire the interest and
the fair value of any interest already owned, over the Group’s
share in the net fair value of assets, liabilities and contingent
liabilities acquired is recognized as goodwill. Negative goodwill

is recognized directly in the income statement. If the fair value
of the assets, liabilities and contingent liabilities acquired in
the business combination has been determined provisionally,
adjustments to these values resulting from the emergence of
new evidence within twelve months after the acquisition date
are made against goodwill. Contingent consideration is
discounted and the unwinding is recognized in the income
statement as an interest expense. Any changes in the estimated
value of contingent considerations given in a business
combination are recognised in the income statement.
The identifiable assets, liabilities and contingent liabilities
are stated at fair value when control is obtained.
Subsidiaries are deconsolidated when control ceases to exist.
Any difference between the net proceeds plus the fair value of
any retained interest and the carrying amount of the subsidiary
including non-controlling interest is recognized in the income
statement.
Transactions with minority interests
Transactions with minority interests are accounted for as
transactions with equity holders. Therefore disposals to
minority interests and acquisitions from minority interests,
not resulting in gaining or losing control of the subsidiary are
recorded in equity. Any difference between consideration paid or
received and the proportionate share in net assets is accounted
for in equity attributable to shareholders of AEGON N.V..
Investment funds
Investment funds managed by the Group in which the Group
holds an interest are consolidated in the financial statements if
the Group can govern the financial and operating policies of the
fund. In assessing control all interests held by the Group in the
fund are considered, regardless of whether the financial risk
related to the investment is borne by the Group or by the
policyholders.
On consolidation of an investment fund, a liability is recognized
to the extent that the Group is legally obliged to buy back
participations held by third parties. The liability is presented in
the consolidated financial statements as investment contracts
for account of policyholders. 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 behalf of policyholders are
presented in the consolidated financial statements as
investments for account of policyholders.
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Equity instruments issued by the Group that are held by the
investment funds are eliminated on consolidation. However, the
elimination is reflected in equity and not in the measurement of
the related financial liabilities towards policyholders or other
third parties.
B. JOiNTly cONTrOllEd ENTiTiES
Joint ventures are contractual agreements whereby the Group
undertakes with other parties an economic activity that is
subject to joint control.
Interests in joint ventures are recognized using proportionate
consolidation, combining items on a line by line basis from the
date the jointly controlled interest commences. Gains and losses
on transactions between the Group and the joint venture are
recognized to the extent that they are attributable to the
interests of other ventures, with the exception of losses that are
evidence of impairment and that are recognized immediately.
The use of proportionate consolidation is discontinued from
the date on which the Group ceases to have joint control.
The acquisition of an interest in a joint venture may result in
goodwill, which is accounted for consistently with the goodwill
recognized on the purchase of a subsidiary.
NOTE 2.4 fOrEiGN ExchaNGE TraNSlaTiON
a. TraNSlaTiON Of fOrEiGN currENcy TraNSacTiONS
The Group’s consolidated financial statements are prepared in
euros which is also the Company’s functional currency. That is
the currency of the primary economic environment in which
the Company operates. Each company in the Group determines
its own functional currency and items included in the financial
statements of each entity are measured using that functional
currency. Transactions in foreign currencies are initially
recorded at the functional currency rate prevailing at the date
of the transaction.

Note2.3-2.5

B. TraNSlaTiON Of fOrEiGN currENcy OpEraTiONS
On consolidation, the financial statements of group entities
with a foreign functional currency are translated to euro, the
currency in which the consolidated financial statements are
presented. Assets and liabilities are translated at the closing
rates on the balance sheet date. Income, expenses and capital
transactions (such as dividends) are translated at average
exchange rates or at the prevailing rates on the transaction
date, if more appropriate. Goodwill and fair value adjustments
arising on the acquisition of a foreign entity are translated
at the closing rates on the balance sheet date.
The resulting exchange differences are recognized in the
‘foreign currency translation reserve’, which is part of
shareholders’ equity. On disposal of a foreign entity the related
cumulative exchange differences included in the reserve are
recognized in the income statement.
On transition to IFRS on January 1, 2004, the foreign currency
translation reserve was reset to nil.
NOTE 2.5 SEGmENT rEpOrTiNG
Starting January 1, 2010, AEGON introduced a new reporting
format for segment reporting that aligns with changes
implemented in the way AEGON manages its business. AEGON’s
operating segments are based on the businesses as presented
in internal reports that are regularly reviewed by the Executive
Board which is regarded as the ’chief operating decision maker’.
The operating segments are:
AEGON Americas: Covers business units in the United States,
Canada, Mexico and Brazil, including any of the units’
activities located outside these countries.
AEGON The Netherlands: Covers businesses operating
in the Netherlands.
AEGON UK: Covers businesses operating in the
United Kingdom.

New Markets: Covers businesses operating in Central & Eastern
At the balance sheet date monetary assets and monetary
liabilities in foreign currencies are retranslated to the functional
currency at the closing rate of exchange prevailing on that date.
Non-monetary items carried at cost are translated using 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 recognized in
the income statement when they arise, except when they are
deferred in equity as a result of a qualifying cash flow or net
investment hedge. Exchange differences on non-monetary
items carried at fair value are recognized in equity or the
income statement, consistently with other gains and losses
on these items.

Europe, Asia, Spain and France as well as AEGON’s variable
annuity activities in Europe and AEGON Asset Management.
Holding and other activities: Includes financing, employee
and other administrative expenses of Holding companies.
In addition, AEGON made the following other changes:
The use of ’operating earnings’ is discontinued to further
simplify AEGON’s reporting and to focus on the key
performance indicator ’underlying earnings’.
The line item ’Run-off businesses’ is introduced which
includes earnings of certain business units where
management has decided to exit the market and to run-off
the existing block of business. Currently, this line item
includes the earnings of the institutional spread-based
business and structured settlements (payout annuities)
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business of AEGON Americas. AEGON believes that excluding
the earnings of these blocks of business enhances the
comparability from period to period of AEGON’s key earnings
measure, underlying earnings.
Earnings from the Company’s associates in insurance
companies in Spain, India, Brazil and Mexico are reported
on an underlying earnings basis.
Non-IFRS measures
For segment reporting purposes underlying earnings before tax,
income before tax including associated companies and income
tax including associated companies are calculated by
consolidating on a proportionate basis the revenues and
expenses of our associated companies in Spain, India, Brazil and
Mexico. AEGON believes that the non-IFRS measures provide
meaningful information about the underlying operating results
of its business including insight into the financial measures that
senior management uses in managing AEGON’s business.
Among other things senior management is compensated based
in part on AEGON's results against targets using the non-IFRS
measures presented here. While other insurers in AEGON’s
peer group present substantially similar non-IFRS measures,
the non- IFRS measures presented in this document may
nevertheless differ from the non-IFRS measures presented
by other insurers. There is no standardized meaning to these
measures under IFRS or any other recognized set of accounting
standards and readers are cautioned to consider carefully the
different ways in which AEGON and its peers present similar
information before comparing them. Proportionately
consolidated earnings from the Company’s associates in
insurance companies in Spain, India, Brazil and Mexico are
reported on an underlying earnings basis. AEGON has blocks of
businesses other than those characterized as run-off
businesses under IFRS for which sales have been discontinued
of which the earnings are included in underlying earnings.
AEGON believes the non-IFRS measures shown herein, when
read together with AEGON’s reported IFRS financial statements,
provide meaningful supplemental information for the investing
public to evaluate AEGON’s business after eliminating the
impact of current IFRS accounting policies for financial
instruments and insurance contracts, which embed a number
of accounting policy alternatives that companies may select in
presenting their results (i.e. companies can use different local
GAAPs) and that can make the comparability from period to
period difficult. The reconciliation of this measure to the most
comparable IFRS measures is shown in the table Segment
reporting on page 150.
Underlying earnings
Certain assets held by AEGON Americas, AEGON The
Netherlands and AEGON UK are carried at fair value and

managed on a total return basis, with no offsetting changes in
the valuation of related liabilities. These include assets such as
investments in hedge funds, private equities, real estate limited
partnerships, convertible bonds and structured products.
Underlying earnings exclude any over- or underperformance
compared to management’s long-term expected return on assets.
Based on current holdings and asset returns, the long-term
expected return on an annual basis is 8-10%, depending on asset
class, including cash income and market value changes. The
expected earnings from these asset classes are net of Deferred
Policy Acquisition Costs (DPAC) where applicable.
In addition, certain products offered by AEGON Americas
contain guarantees and are reported on a fair value basis,
including the segregated funds offered by AEGON Canada and
the total return annuities and guarantees on variable annuities
of AEGON USA. The earnings on these products are impacted
by movements in equity markets and risk free interest rates.
Short-term developments in the financial markets may
therefore cause volatility in earnings. Included in underlying
earnings is a long-term expected return on these products
and excluded is any over- or underperformance compared
to management’s expected return. The fair value movements
of certain guarantees and the fair value change of derivatives
that hedge certain risks on these guarantees of AEGON The
Netherlands and Variable Annuities Europe (included in New
Markets) are excluded from underlying earnings, the long-term
expected return for these guarantees is set at zero.
Holding and other activities include certain issued bonds that
are held at fair value through profit or loss. The interest rate
risk on these bonds is hedged using swaps. The fair value
movement resulting from changes in AEGON’s credit spread
used in the valuation of these bonds are excluded from
underlying earnings and reported under fair value items.
Fair value items
Fair value items include the ‘over’ or ‘under’ performance of
investments and guarantees held at fair value for which the
expected long-term return is included in underlying earnings,
the gains (losses) on real estate and hedge ineffectiveness.
In addition, hedge ineffectiveness on hedge transactions,
fair value changes on economic hedges without natural offset
in earnings and for which no hedge accounting is applied
and fair value movements on real estate are included under
Fair value items.
Realized gains or losses on investments
Includes realized gains and losses on available-for-sale
investments, as well as mortgage and loan portfolios.
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Impairment charges / (reversals)
Includes impairments (reversals) on available-for-sale debt
securities and impairments on shares including the effect of
deferred policyholder acquisition costs and mortgage and
loan portfolios on amortized cost and associates.
Other income or charges
Other income or charges is used to report any items which
cannot be directly allocated to a specific line of business.
Also items that are outside the normal course of business
are included under this heading.
Other charges include restructuring charges that are
considered other charges for segment reporting purposes
because these are outside the normal course of business.
In the IFRS financial statements, these charges are included
in commissions and expenses or impairment charges.
Run-off businesses
Includes results of business units where management has
decided to exit the market and to run-off the existing block
of business. Currently, this line includes the run-off of the
institutional spread-based business and structured settlements
blocks of business in the United States. AEGON has other blocks
of businesses for which sales have been discontinued of which
the earnings are included in underlying earnings.
Share in earnings of associates
Earnings from the Company’s associates in insurance
companies in Spain, India, Brazil and Mexico are reported on
an underlying earnings basis. Other associates are included
on a net income basis.
NOTE 2.6 OffSETTiNG Of aSSETS aNd liaBiliTiES
Financial assets and liabilities are offset in the balance sheet
when the Group has a legally enforceable right to offset and
has the intention to settle the asset and liability on a net basis
or simultaneously.
NOTE 2.7 iNTaNGiBlE aSSETS
a. GOOdwill
Goodwill is recognized as an intangible asset for interests in
subsidiaries and joint ventures acquired after January 1, 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, liabilities and contingent
liabilities. Subsequently, goodwill is carried at cost less
accumulated impairment charges. It is derecognized when
the interest in the subsidiary or joint venture is disposed of.

Note2.5-2.8

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 recognized as
value of business acquired (VOBA). The Group also recognizes
VOBA when it acquires a portfolio of investment contracts with
discretionary participation features.
VOBA is amortized over the useful life of the acquired
contracts, based on either the expected future premiums or
the expected gross profit margins. The amortization period and
pattern are reviewed at each reporting date; any change in
estimates is recorded in the income statement. For all products,
VOBA, in conjunction with DPAC where appropriate, is assessed
for recoverability at least annually on a country-by-country
basis and the portion determined not to be recoverable is
charged to the income statement. VOBA is considered in the
liability adequacy test for each reporting period.
When unrealized gains or losses arise on available-for-sale
assets, VOBA is adjusted to equal the effect that the realization
of the gains or losses (through a sale or impairment) would
have had on VOBA. The adjustment is recognized directly in
shareholders’ equity. VOBA is derecognized when the related
contracts are settled or disposed of.
c. fuTurE SErViciNG riGhTS
On the acquisition of a portfolio of investment contracts
without discretionary participation features under which
AEGON will render investment management services, the
present value of future servicing rights is recognized as an
intangible asset. Future servicing rights can also be recognized
on the sale of a loan portfolio or the acquisition of insurance
agency activities.
The present value of the future servicing rights is amortized
over the servicing period as the fees from services emerge and
is subject to impairment testing. It is derecognized when the
related contracts are settled or disposed of.
d. SOfTwarE aNd OThEr iNTaNGiBlE aSSETS
Software and other intangible assets are recognized 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 recognize
internally generated intangible assets arising from research
or internally generated goodwill, brands, customer lists and
similar items.
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Software and other intangible assets are carried at cost less
accumulated depreciation and impairment losses. Depreciation
of the asset is over its useful life as the future economic
benefits emerge and is recognized in the income statement as
an expense. The depreciation period and pattern are reviewed
at each reporting date, with any changes recognized in the
income statement.
An intangible asset is derecognized when it is disposed of or
when no future economic benefits are expected from its use or
disposal.
NOTE 2.8 iNVESTmENTS
Investments comprise financial assets, excluding derivatives, as
well as investments in real estate.
a. fiNaNcial aSSETS, ExcludiNG dEriVaTiVES
Financial assets are recognized on the trade date when the
Group becomes a party to the contractual provisions of the
instrument and are classified for accounting purposes
depending on the characteristics of the instruments and the
purpose for which they were purchased.
Classification
The following financial assets are measured at fair value
through profit or loss: financial assets held for trading, financial
assets managed on a fair value basis in accordance with the
Group’s risk management and investment strategy and financial
assets containing an embedded derivative that is not closely
related and that cannot be reliably bifurcated. In addition, in
certain instances the Group designates financial assets to this
category when by doing so a potential accounting mismatch in
the financial statements is eliminated or significantly 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 or for which the holder may not
recover substantially all of its initial investment, other than
because of credit deterioration, are accounted for as loans. To
the extent that the Group has the intention and ability to hold a
quoted financial asset with fixed payments to the maturity date,
it is classified as held-to-maturity.
All remaining non-derivative financial assets are classified as
available-for-sale.
Measurement
Financial assets are initially recognized at fair value excluding
interest accrued to date plus, in the case of a financial asset not
at fair value through profit or loss, any directly attributable
incremental transaction costs.

Loans and financial assets held-to-maturity are subsequently
carried at amortized cost using the effective interest rate
method. Financial assets at fair value through profit or loss are
measured at fair value with all changes in fair value recognized
in the income statement as incurred. Available-for-sale assets
are recorded at fair value with unrealized changes in fair value
recognized in other comprehensive income. Financial assets
that are designated as hedged items are measured in
accordance with the requirements for hedge accounting.
Amortized cost
The amortized cost of a debt instrument is the amount at which
it is measured at initial recognition minus principal repayments,
plus or minus the cumulative amortization of any difference
between the initial amount and the maturity amount, and minus
any reduction for impairment. The effective interest rate
method is a method of calculating the amortized cost and of
allocating 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 through
the expected life of the debt instrument or, when appropriate,
a shorter period to the net carrying amount of the instrument.
When calculating the effective interest rate, all contractual
terms are considered. Possible future credit losses are not
taken into account. Charges and interest paid or received
between parties to the contract that are an integral part of the
effective interest rate, transaction costs and all other premiums
or discounts are included in the calculation.
Fair value
The consolidated financial statements provide information on
the fair value of all financial assets, including those carried at
amortized cost where the values are provided in the notes to
the financial statements.
The fair value of an asset is the amount for which it could be
exchanged between knowledgeable, willing parties in an arm’s
length 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 using present value based or other valuation
techniques. Where discounting techniques are applied, the
discount rate is based on current market rates applicable to
financial instruments with similar characteristics. The valuation
techniques that include non-market observable inputs can
result in a different outcome than the actual transaction price
at which the asset was acquired. Such differences are not
recognized in the income statement immediately but are
deferred. They are released over time to the income statement
in line with the change in factors (including time) that market
participants would consider in setting a price for the asset.
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Interest accrued to date is not included in the fair value of the
financial asset.
Derecognition
A financial asset is derecognized when the contractual rights to
the asset’s cash flows expire and, when the Group retains the
right to receive cash flows from the asset or has an obligation
to pay received cash flows in full without delay to a third party
and either: has transferred the asset and substantially all the
risks and rewards of ownership, or has neither transferred nor
retained all the risks and rewards but has transferred control of
the asset. Financial assets of which the group has neither
transferred nor retained significantly all the risk and rewards,
are recognized to the extent of the Group’s continuing
involvement. If significantly all risks are retained, the assets
are not derecognized.
On derecognition, the difference between the disposal proceeds
and the carrying amount is recognized in the income statement
as a realized gain or loss. Any cumulative unrealized gain or
loss previously recognized in the revaluation reserve in
shareholders’ equity is also recognized in the income statement.
Security lending and repurchase agreements
Financial assets that are lent to a third party or that are
transferred subject to a repurchase agreement at a fixed price
are not derecognized as the Group retains substantially all the
risks and rewards of the asset. A liability is recognized for cash
collateral received, on which interest is accrued.
A security that has been received under a borrowing or
reverse repurchase agreement is not recognized as an asset.
A receivable is recognized for any related cash collateral paid
by AEGON. The difference between sale and repurchase price
is treated as investment income. If the Group subsequently sells
that security, a liability to repurchase the asset is recognized
and initially measured at fair value.
Collateral
With the exception of cash collateral, assets received as
collateral are not separately recognized as an asset until the
financial asset they secure defaults. When cash collateral is
recognized, a liability is recorded for the same amount.
B. rEal ESTaTE
Investments in real estate includes property held to earn rentals
or for capital appreciation, or both. Investments in real estate
are presented as investments. Property 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 and is presented in
‘Other assets and receivables’.

Note2.8-2.10

All property is initially recognized at cost. Such cost includes the
cost of replacing part of the real estate and borrowing cost for
long term construction projects if recognition criteria are met.
Subsequently, investments in real estate are measured at fair
value with the changes in fair value recognized 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 building. Land is not depreciated. On revaluation
the accumulated depreciation is eliminated against the gross
carrying amount of the asset and the net amount is restated to
the revalued amount. Increases in the net carrying amount are
recognized in the related revaluation reserve in shareholders’
equity and are released to other comprehensive income over
the remaining useful life of the property.
Valuations of both investments in real estate and real estate
held for own use are conducted with sufficient regularity 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, considering the
current cost of reproducing or replacing the property, the value
that the property’s net earning power will 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 carrying amount is recognized in the
income statement. Any remaining surplus attributable to real
estate in own use in the revaluation reserve is transferred to
retained earnings.
Property under construction
The Group develops property itself with the intention to hold it
as investments in real estate. During the construction phase
both the land and the building are presented as investments in
real estate and carried at fair value unless this cannot be
determined reliably in which case the real estate is valued at
directly attributable costs, including borrowing costs. This
represents a change in accounting policy which has been
applied with effect from January 1, 2009. In prior years, such
real estate was included in ‘Other assets and receivables’,
carried at cost and not depreciated. When the construction
phase was completed, the properties were transferred to
investments in real estate at their carrying value and only then
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revalued to fair value. All fair value gains or losses are
recognized in the income statement.
Maintenance costs and other subsequent expenditure
Expenditure incurred after initial 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 recognized in the
income statement as incurred.
NOTE 2.9 � iNVESTmENTS fOr accOuNT Of
pOlicyhOldErS
Investments held for account of policyholders consist of
investments in financial assets, excluding derivatives, as well as
investments in real estate. Investment return on these assets is
passed on to the policyholder. Also included are the assets held
by consolidated investment funds that are backing liabilities
towards third parties. The accounting principles are the same as
those applicable to general account investments, as described
in note 2.8.
NOTE 2.10 � dEriVaTiVES
a. dEfiNiTiON
Derivatives are financial instruments, classified as held for
trading financial assets, of which the value changes in response
to an underlying variable, that require little or no net initial
investment and are settled at a future date.
Assets and liabilities may include derivative-like terms and
conditions. With the exception of features embedded in
contracts held at fair value through profit or loss, embedded
derivatives that are not considered closely related to the host
contract are bifurcated, carried at fair value and presented as
derivatives. In assessing whether a derivative-like feature is
closely related to the contract in which it is embedded, the
Group considers the similarity 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 negative values are reported as liabilities.
Derivatives for which the contractual obligation can only be
settled by exchanging a fixed amount of cash for a fixed amount
of AEGON N.V. equity instruments are accounted for in
shareholders’ equity and are therefore discussed in the notes
on equity.
B. mEaSurEmENT
All derivatives recognized on the balance sheet are carried at
fair value.

The fair value is calculated 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 modeling, are applied. The valuation
techniques incorporate all factors that market participants
would consider and are based on observable market data, when
available.
c. hEdGE accOuNTiNG
As part of its asset liability management, the Group enters into
economic hedges to limit its risk exposure. These transactions
are assessed to determine whether hedge accounting can and
should be applied.
To qualify for hedge accounting, the hedge relationship is
designated and formally documented at inception, detailing the
particular risk management objective and strategy for the
hedge (which includes the item and risk that is being hedged),
the derivative that is being used and how hedge effectiveness is
being assessed. A derivative has to be effective in accomplishing
the objective of offsetting either changes in fair value or cash
flows for the risk being hedged. The effectiveness of the hedging
relationship is evaluated on a prospective and retrospective
basis using qualitative and quantitative measures of correlation.
Qualitative methods may include comparison of critical terms of
the derivative to the hedged item. Quantitative methods include
a comparison of the changes in the fair value or discounted
cash flow of the hedging instrument to the hedged item.
A hedging relationship is considered effective if the results of
the hedging instrument are within a ratio of 80% to 125% of
the result of the hedged item.
For hedge accounting purposes, a distinction is made between
fair value hedges, cash flow hedges and hedges of a net
investment in a foreign operation.
Fair value hedges are hedges of a change in the fair value of an
unrecognized firm commitment or an asset or liability (being
hedged item) that is not held at fair value through profit or loss.
The hedged item is remeasured to fair value in respect of the
hedged risk and any resulting adjustment is recorded in the
income statement.
Cash flow hedges are hedges of the exposure to variability in
cash flows that is attributable to a particular risk of a
forecasted transaction or a recognized asset or liability and
could affect profit or loss. To the extent that the hedge is
effective, the change in the fair value of the derivative is
recognized in the related revaluation reserve in shareholders’
equity. Any ineffectiveness is recognized directly in the income
statement. The amount recorded in shareholders’ equity is
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released to the income statement to coincide with the hedged
transaction, except when the hedged transaction is an
acquisition of a non-financial asset or liability. In this case,
the amount in shareholders’ equity is included in the initial
cost of the asset or liability.
Net investment hedges are hedges of currency exposures
on a net investment in a foreign operation. To the extent that
the hedge is effective, the change in the fair value of the
hedging instrument is recognized in shareholders’ equity.
Any ineffectiveness is recognized in the income statement.
The amount in shareholders’ equity is released to the
income statement when the foreign operation is disposed of.
Hedge accounting is discontinued prospectively for hedges that
are no longer considered effective. When hedge accounting is
discontinued for a fair value hedge, the derivative continues to
be carried on the balance sheet with changes in its fair value
recognized in the income statement. When hedge accounting is
discontinued for a cash flow hedge because the cash flow is no
longer expected to occur, the accumulated gain or loss in
shareholders’ equity is recognized immediately in the income
statement. In other situations where hedge accounting is
discontinued for a cash flow hedge, including those where the
derivative is sold, 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.
NOTE 2.11 iNVESTmENTS iN aSSOciaTES
Entities over which the Group has significant influence through
power to participate in financial and operating 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 managed on a fair value basis, are
also accounted for as investments held at fair value through
profit or loss.
Interests in associates are initially recognized at cost, which
includes positive goodwill arising on acquisition. Negative
goodwill is recognized in the income statement on the
acquisition date. If associates are obtained in successive share
purchases, each significant transaction is accounted for
separately.
The carrying amount is subsequently adjusted to reflect the
change in the Group’s share in the net assets of the associate

Note2.10-2.16

and is subject to impairment testing. The net assets are
determined based on the Group’s accounting policies. Any gains
and losses recorded in other comprehensive income by the
associate are reflected in other reserves in shareholders’ equity,
while the share in the associate’s net income is recognized as
a separate line item in the consolidated income statement.
The Group’s share in losses is recognized 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
guarantees exist.
Gains and losses on transactions between the Group and the
associate are eliminated to the extent of the Group’s interest
in the entity, with the exception of losses that are evidence
of impairment which are recognized immediately. Own equity
instruments 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 carrying amount is
recognized in the income statement and gains and losses
previously recorded directly in the revaluation reserve are
reversed and recorded through the income statement.
NOTE 2.12 rEiNSuraNcE aSSETS
Reinsurance contracts are contracts entered into by the Group
in order to receive compensation for losses on contracts written
by the Group (outgoing reinsurance). For contracts transferring
sufficient insurance risk, a reinsurance asset is recognized for
the expected future benefits, less expected future reinsurance
premiums. Reinsurance contracts with insufficient insurance
risk transfer are accounted for as investment or service
contracts, depending on the nature of the agreement.
Reinsurance assets are measured consistently with the
amounts associated with the underlying insurance contracts
and in accordance with the terms of each reinsurance contract.
They are subject to impairment testing and are derecognized
when the contractual rights are extinguished or expire or when
the contract is transferred to another party.
NOTE 2.13 dEfErrEd ExpENSES aNd rEBaTES
a. dEfErrEd pOlicy acquiSiTiON cOSTS
DPAC relates to all insurance contracts and investment
contracts with discretionary participation features and
represents the variable costs 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 or the expected gross profit

ANNUAL REPORT 2010

margins. For products sold in the United States and Canada
with amortization based on expected gross profit margins, the
amortization period and pattern are reviewed at each reporting
date and any change in estimates is recognized in the income
statement. Estimates include, but are not limited to: an
economic perspective in terms of future returns on bond and
equity instruments, mortality, disability and lapse assumptions,
maintenance expenses and expected inflation rates. For all
products, DPAC, in conjunction with VOBA where appropriate,
is assessed for recoverability at least annually on a country-bycountry basis and is considered in the liability adequacy test for
each reporting period. If appropriate, the assumptions included
in the determination of estimated gross profits are adjusted.
The portion of DPAC that is determined not to be recoverable
is charged to the income statement.
For products sold in the United States or Canada, when
unrealized gains or losses arise on available-for-sale assets,
DPAC is adjusted to equal the effect that the realization of the
gains or losses (through sale or impairment) would have had
on its measurement. This is recognized directly in the related
revaluation reserve in shareholders’ equity.
DPAC is derecognized when the related contracts are settled
or disposed of.
B. dEfErrEd TraNSacTiON cOSTS
Deferred transaction costs relate to investment contracts
without discretionary participation features under which
AEGON will render investment management services.
Incremental costs that are directly attributable to securing
these investment management contracts are recognized as
an asset if they can be identified separately and measured
reliably and if it is probable that they will be recovered.
For contracts involving both the origination of a financial
liability and the provision of investment management services,
only the transaction costs allocated to the servicing component
are deferred. The other transaction costs are included in the
carrying 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 to impairment testing
at least annually.
c. dEfErrEd iNTErEST rEBaTES
An interest rebate is a form of profit sharing whereby the Group
gives a discount on the premium payable (usually single
premium) based on the expected surplus interest that will be

earned on the contract. The expected surplus interest is
calculated with reference to a portfolio of government bonds.
The rebate can be subject to additional conditions concerning
actual returns or the continuation of the policy for a specified
number of years.
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 test for
insurance liabilities.
NOTE 2.14 OThEr aSSETS aNd rEcEiVaBlES
Other assets include trade and other receivables, prepaid
expenses, real estate held for own use and equipment. Trade
and other receivables are initially recognized at fair value and
are subsequently measured at amortized cost. Equipment is
initially carried at cost, depreciated on a straight line basis over
its useful life to its residual value and is subject to impairment
testing. The accounting for real estate held for own use is
described in note 2.8.
NOTE 2.15 caSh aNd caSh EquiValENTS
Cash comprises cash at banks and in-hand. Cash equivalents
are short-term, highly liquid investments with original
maturities of three months or less that are readily convertible
to known cash amounts, are subject to insignificant risks of
changes in value and are held for the purpose of meeting
short-term cash requirements. Money market investments that
are held for investment purposes (backing insurance 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.
NOTE 2.16 impairmENT Of aSSETS
An asset is impaired if the carrying amount exceeds the amount
that would be recovered through its use or sale. For tangible
and intangible assets, financial assets and reinsurance assets,
if not held at fair value through 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 intangible assets with an indefinite useful
life that are not amortized, are tested at least annually.
a. impairmENT Of NON-fiNaNcial 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 carrying and
the recoverable amount of the asset, which is the higher of an
asset’s value in use and its net selling price. The value in use
represents the discounted future net cash flows from the
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continuing use and ultimate disposal of the asset and reflects
its known inherent risks and uncertainties.
Impairment losses are charged to shareholders’ equity to the
extent that they offset a previously recorded revaluation
reserve relating to the same item. Any further losses are
recognized directly in the income statement.
With the exception of goodwill, impairment losses are reversed
when there is evidence that there has been a change in the
estimates used to determine the asset’s recoverable amount
since the recognition of the last impairment loss. The reversal
is recognized in the income statement to the extent that it
reverses impairment losses previously recognized in the income
statement. The carrying amount after reversal cannot exceed
the amount that would have been recognized had no
impairment taken place.
Non-financial assets that only generate cash flows in combination
with other assets and liabilities are tested for impairment at
the level of the cash-generating unit. The goodwill acquired in a
business combination, for the purpose of impairment testing, is
allocated to cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies of the
combination. The allocation is based on the level at which
goodwill is monitored internally and cannot be larger than an
operating segment. When impairing a cash-generating unit, any
goodwill allocated to the unit is first written-off and recognized
in the income statement. The remaining impairment loss is
allocated on a pro rata basis among the other assets, on
condition that the resulting carrying amounts do not fall below
the individual assets’ recoverable amounts.
B. impairmENT Of dEBT iNSTrumENTS
Debt instruments are impaired if there is objective evidence
that a loss event has occurred after the initial recognition of
the asset that has a negative impact on the estimated future
cash flows. A specific security is considered to be impaired
when it is determined that it is probable that not all amounts
due (both principal and interest) will be collected as scheduled.
Individually significant loans and other receivables are first
assessed separately. All non-impaired assets measured at
amortized cost are then grouped by credit risk characteristics
and collectively tested for impairment.
For debt instruments carried at amortized cost, the carrying
amount of impaired financial assets is reduced through an
allowance account. The impairment loss is calculated as the
difference between the carrying and recoverable amount of
the investment. The recoverable amount is determined by
discounting the estimated probable future cash flows at the

Note2.17-2.19

original 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 available-for-sale, the asset is
impaired to its fair value. Any unrealized gain or loss previously
recognized in other comprehensive income is taken to 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 of impairment.
Impairment losses recognized for debt instruments can be
reversed if in subsequent periods the amount of the impairment
loss decreases and that decrease can be objectively related to
a credit event occurring after the impairment was recognized.
For debt instruments carried at amortized cost, the carrying
amount after reversal cannot exceed its amortized cost at the
reversal date.
c. impairmENT Of EquiTy iNSTrumENTS
For equity instruments, a significant or prolonged decline in
fair value below initial cost is considered objective evidence of
impairment and always results in a loss being recognized in the
income statement. Significant or prolonged decline is defined as
an unrealized loss position for generally more than 6 months or
a fair value of less than 80% of the cost price of the
investment. Equity investments are impaired to the asset’s
fair value and any unrealized gain or loss previously recognized
in shareholders’ equity is taken to the income statement as
an impairment loss. The amount exceeding the balance of
previously recognized unrealized gains or losses is recognized
in the income statement.
Impairment losses on equity instruments cannot be reversed.
d. impairmENT Of rEiNSuraNcE aSSETS
Reinsurance assets are impaired if there is objective evidence,
as a result of an event that occurred after initial recognition
of the reinsurance asset, that not all amounts due under the
terms of the contract will be received and the impact of the
event on the amount to be received from the reinsurer can
be reliably measured. Impairment losses are recognized in
the income statement.
NOTE 2.17 EquiTy
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 deducting all of its liabilities and the
Group has an unconditional right to avoid delivering cash or
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another financial asset to settle its contractual obligation.
In addition to common shares and preferred shares, the Group
has issued perpetual securities and convertible core capital
securities. Perpetual securities have no final maturity date,
repayment is at the discretion of AEGON and for junior
perpetual capital securities AEGON has the option to defer
coupon payments at its discretion. Convertible core capital
securities can be converted into ordinary shares of AEGON,
through a predetermined formula, or repaid at the discretion
of AEGON and coupon payments are payable only if AEGON
pays dividends on ordinary shares. Both the perpetual and
convertible core capital securities are classified as equity rather
than debt, are measured at par and those that are denominated
in US dollars are translated using historical exchange rates.
Incremental external costs that are directly attributable to the
issuing or buying back of own equity instruments are
recognized in equity, net of tax.
Dividends and other distributions to holders of equity
instruments are recognized directly in equity, net of tax. A
liability for non-cumulative dividends payable is not recognized
until the dividends have been declared and approved.
Treasury shares are own equity instruments reacquired by the
Group. They are deducted from Group equity, regardless of
the objective of the transaction. No gain or loss is recognized in
the income statement on the purchase, sale, issue or
cancellation of the instruments. If sold, the difference between
the carrying amount and the proceeds is reflected in retained
earnings. The consideration paid or received is recognized
directly in shareholders’ equity. All treasury shares are
eliminated in the calculation of earnings per share and dividend
per common share.
NOTE 2.18 � TruST paSS-ThrOuGh SEcuriTiES aNd
OThEr BOrrOwiNGS
A financial instrument issued by the Group is classified as a
liability if the contractual obligation must be settled in cash or
another financial asset or through the exchange of financial
assets and liabilities at potentially unfavorable conditions for
the Group.
Trust pass-through securities and other borrowings are initially
recognized at their fair value including directly attributable
transaction costs and are subsequently carried at amortized
cost using the effective interest rate method, with the exception
of specific borrowings that are designated as at fair value
through profit or loss to eliminate, or significantly reduce, an
accounting mismatch, or specific borrowings which are carried
as at fair value through the profit and loss as part of a fair value

hedge relationship. The liability is derecognized when the
Group’s obligation under the contract expires, is discharged
or is cancelled.
NOTE 2.19 � iNSuraNcE cONTracTS
Insurance contracts are accounted for under IFRS 4 – Insurance
Contracts. In accordance with this standard AEGON continues to
apply the existing accounting policies that were applied prior to
the adoption of IFRS, with certain modifications allowed by
IFRS 4 for standards effective subsequent to adoption. AEGON
applies non-uniform accounting policies for insurance liabilities
and related deferred acquisition costs and intangible assets,
as was allowed under Dutch Accounting Principles. As a result,
specific methodologies applied may differ between our
operations as they may reflect local regulatory requirements
and local practices for specific product features in these local
markets. In the United States we apply US GAAP and in the
Netherlands and the United Kingdom we apply Dutch
Accounting Principles, both with consideration of standards
effective subsequent to the date of transition to IFRS.
Insurance contracts are contracts under which the Group
accepts a significant risk – other than a financial risk – from a
policyholder by agreeing to compensate the beneficiary on the
occurrence of an uncertain future event by which he or she will
be adversely affected. Contracts that do not meet this definition
are accounted for as investment contracts. The Group reviews
homogeneous books of contracts to assess whether the
underlying contracts transfer significant insurance risk on an
individual 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 benefits to the
policyholder. Contracts that have been classified as insurance
are not reclassified subsequently.
Insurance liabilities are recognized when the contract is entered
into and the premiums are charged. The liability is derecognized
when the contract expires, is discharged or is cancelled.
Insurance assets and liabilities are valued in accordance with
the accounting principles that were applied by the Group prior
to the transition to IFRS, as further described in the following
paragraphs. In order to reflect the specific nature of the
products written, subsidiaries are allowed to apply local
accounting principles to the measurement of insurance
contracts. All valuation methods used by the subsidiaries
are based on the general principle that the carrying amount
of the net liability must be sufficient to meet any reasonably
foreseeable obligation resulting from the insurance contracts.
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a. lifE iNSuraNcE cONTracTS
Life insurance contracts are insurance contracts with
guaranteed life-contingent benefits. The measurement of the
liability for life insurance contracts varies depending on the
nature of the product.
Some products, such as traditional life insurance products in
continental Europe and products in the United States, for which
account terms are fixed and guaranteed, are measured using
the net premium method. The liability is determined as the sum
of the discounted value of the expected benefits and future
administration expenses directly related to the contract, less
the discounted value of the expected theoretical premiums that
would be required to meet the future cash outflows based on
the valuation assumptions used. The liability is either based on
current assumptions or calculated using the assumptions
established at the time the contract was issued, in which case
a margin for risk and adverse deviation is generally included.
A separate reserve for longevity may be established and
included in the measurement of the liability. Furthermore,
the liability for life insurance comprises reserves for unearned
premiums and for claims outstanding, which includes an
estimate of the incurred claims that have not yet been reported
to the Group.
Other products with account terms that are not fixed or
guaranteed are generally measured at the policyholder’s
account balance. Depending on local accounting principles,
the liability may include amounts for future services on
contracts where the policy administration charges are higher
in the initial years than in subsequent years. In establishing
the liability, guaranteed minimum benefits issued to the
policyholder are measured as described in note 2.19 c or,
if bifurcated from the host contract, as described in note 2.10.

Note2.19

value of the policyholder unit account is amortized over the
term of the contract so that interest on actuarial funding is at
an expected rate of return.
c. EmBEddEd dEriVaTiVES aNd parTicipaTiON
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 for as derivatives. If the embedded derivative
cannot be reliably bifurcated, the entire insurance contract is
carried at fair value through profit or loss.
Other terms and conditions, such as participation features
and expected lapse rates are considered when establishing
the insurance liabilities. Where the Group has discretion over
the amount or timing of the bonuses distributed resulting
from participation features, a liability is recognized equal to
the amount that is available at the balance sheet date for future
distribution to policyholders.
Guaranteed minimum benefits
The Group issues life insurance contracts, which, do not expose
the Group to interest risk as the account terms are not fixed or
guaranteed or because the return on the investments held is
passed on to the policyholder. Certain of these contracts,
however, may contain guaranteed minimum benefits. An
additional liability for life insurance is established for guaranteed
minimum benefits that are not bifurcated. Bifurcated
guaranteed minimum benefits are classified as derivatives.

B. lifE iNSuraNcE cONTracTS fOr accOuNT Of
pOlicyhOldErS
Life insurance contracts under which the policyholder bears the
risks associated with the underlying investments are classified
as insurance contracts for account of policyholders.

In the United States, the additional liability for guaranteed
minimum benefits that are not bifurcated is determined each
period by estimating the expected value of benefits in excess
of the projected account balance and recognizing the excess
over the accumulation period based on total expected
assessments. The estimates are reviewed regularly and any
resulting adjustment to the additional liability is recognized
in the income statement. The benefits used in calculating the
liabilities are based on the average 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.

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. If applicable, the liability representing the nominal

In the Netherlands, an additional liability is established for
guaranteed minimum benefits that are not bifurcated on group
pension plans and on traditional insurance contracts with profit
sharing based on an external interest index. These guarantees
are measured at fair value.

One insurance product in the United States is carried at fair value
through profit or loss as it contains an embedded derivative that
could not be reliably bifurcated. The fair value of the contract is
measured using market consistent valuation techniques.
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may include a margin for adverse deviation. Liabilities for
claims subject to periodic payment are calculated using
actuarial methods consistent with those applied to life
insurance contracts. Discounting is applied if allowed by the
local accounting principles used to measure the insurance
liabilities. Discounting of liabilities is generally applied when
there is a high level of certainty concerning the amount and
settlement term of the cash outflows.

d. ShadOw accOuNTiNG
Shadow accounting ensures that all gains and losses on
investments affect the measurement of the insurance assets
and liabilities in the same way, regardless of whether they are
realized or unrealized and regardless of whether the unrealized
gains and losses are recognized in the income statement or
directly in equity in the revaluation reserve. In some instances,
realized gains 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 gains or losses on availablefor-sale investments can lead to unlocking of VOBA or DPAC
and can also affect the outcome of the liability adequacy test

f. liaBiliTy adEquacy TESTiNG
At each reporting date the adequacy of the life insurance
liabilities, net of VOBA and DPAC, is assessed using a liability
adequacy test. Additional recoverability tests for policies
written in the last year may also result in loss recognition.

to the extent that it considers actual future investment returns.
For similar changes in unrealized gains and losses, shadow
accounting is applied. If an unrealized gain or loss triggers a
shadow accounting adjustment to VOBA, DPAC or the insurance
liabilities, the corresponding adjustment is recognized through
other comprehensive income in the revaluation reserve,
together with the unrealized gain or loss.

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.

Some profit sharing 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 gains or losses on available-for-sale investments
for which the unrealized gains or losses are recognized in the
revaluation reserve in equity, shadow accounting is applied.
This means that the increase in the liability is also charged to
equity to offset the unrealized gains rather than to the income
statement.
E. 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 generally includes reserves for unearned
premiums, unexpired risk, inadequate premium levels and
outstanding claims and benefits. No catastrophe or equalization
reserves are included in the measurement of the liability.
The reserve for unearned premiums includes premiums
received for risks that have not yet expired. Generally the
reserve is released over the term of the contract and is
recognized as premium income.
The liability for outstanding claims and benefits is established
for claims that have not been settled and any related cash
flows, such as claims handling costs. It includes claims that
have been incurred but have not been reported to the Group.
The liability is calculated at the reporting date using statistical
methods based on empirical data and current assumptions that

All tests performed within the Group are based on current
estimates of all contractual future cash flows, including related
cash flows from policyholder options and guarantees. A number
of valuation methods are applied, including discounted cash
flow methods, option pricing models and stochastic modelling.
Aggregation levels are set either on geographical jurisdiction or
at the level of portfolio of contracts that are subject to broadly
similar risks and managed together as a single portfolio.
To the extent that the tests involve discounting of future
cash flows, the interest rate applied is based on market rates
or is based on management’s expectation of the future return
on investments. These future returns on investments take into
account management’s best estimate related to the actual
investments and, where applicable, reinvestments of these
investments at maturity.
Any resulting deficiency is recognized in the income statement,
initially by impairing the DPAC and VOBA and subsequently by
establishing an insurance liability for the remaining loss, unless
shadow loss recognition has taken place.
The adequacy of the non-life insurance liability is tested at each
reporting date. Changes in expected claims that have occurred,
but that have not been settled, are reflected by adjusting the
liability for claims and future benefits. The reserve for unexpired
risk is increased to the extent that the future claims and
expenses in respect of current insurance contracts exceed the
future premiums plus the current unearned premium reserve.
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NOTE 2.20 iNVESTmENT cONTracTS
Contracts issued by the Group that do not transfer significant
insurance risk, but do transfer financial risk from the
policyholder to the Group are accounted for as investment
contracts. Depending on whether the Group or the policyholder
runs the risks associated with the investments allocated to the
contract, the liabilities are classified as investment contracts or
as investment contracts for account of policyholders.
Investment contract liabilities are recognized when the contract
is entered into and are derecognized when the contract expires,
is discharged or is cancelled.
a. iNVESTmENT cONTracTS wiTh diScrETiONary
parTicipaTiON fEaTurES
Some investment contracts have participation features whereby
the policyholder has the right to receive potentially significant
additional benefits which are based on the performance of a
specified pool of investment contracts, specific investments
held by the Group or on the issuer’s net income. If the Group
has discretion over the amount or timing of the distribution
of the returns to policyholders, the investment contract liability
is measured based on the accounting principles that apply to
insurance contracts with similar features.
Some unitized investment contracts provide policyholders
with the option to switch between funds with and without
discretionary participation features. The entire contract is
accounted for as an investment contract with discretionary
participation features if there is evidence of actual switching
resulting in discretionary participation benefits that are a
significant part of the total contractual benefits.
B. iNVESTmENT cONTracTS wiThOuT diScrETiONary
parTicipaTiON fEaTurES
At inception investment contracts without discretionary
features are designated as at fair value through profit or loss
if by doing so a potential accounting mismatch is eliminated
or significantly reduced or if the contract is managed on a
fair value basis. Some investment contracts with embedded
derivatives that have not been bifurcated are also carried at
fair value through profit or loss. All other contracts are carried
at amortized cost.
The contracts are initially recognized at transaction price less,
in the case of investment contracts not carried at fair value
through profit or loss, any transaction costs directly
attributable to the issue of the contract. Fees and commissions
incurred with the recognition of a contract held at fair value
through profit or loss and that are not related to investment
management services provided under the contract are
recognized immediately in the income statement.

Note2.20-2.22

Subsequently, contracts designated as at fair value through
profit or loss are measured at fair value, which generally equals
the contractholder’s account value. All changes in the fair value
are recognized 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 using the effective interest rate method. The
expected future cash flows are re-estimated at each reporting
date and the carrying amount of the financial liability is
recalculated as the present value of estimated future cash flows
using the financial liability’s original effective interest rate. Any
adjustment is immediately recognized in the income statement.
The consolidated financial statements provide information on
the fair value of all financial liabilities, including those carried
at amortized cost. As these contracts are not quoted in active
markets, their value is determined by using 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 for which the actual return on
investments allocated to the contract is passed on to the
policyholder. Also included are participations held by third
parties in consolidated investment funds that meet the
definition of a financial liability.
Investment contracts for account of policyholders are
designated as at fair value through profit or loss. Contracts with
unit-denominated payments are measured at current unit
values, which reflect the fair values of the assets of the fund.
For unit-linked contracts without discretionary participation
features and subject to actuarial funding, the Group recognizes
a liability at the funded amount of the units. The difference
between the gross value of the units and the funded value is
treated as an initial fee paid by the policyholder for future asset
management services and is deferred. It is subsequently
amortized over the life of the contract or a shorter period,
if appropriate.
NOTE 2.21 prOViSiONS
A provision is recognized for present legal or constructive
obligations arising from past events, when it is probable that
it will result in an outflow of economic benefits and the amount
can be reliably estimated.
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The amount recognized as a provision is the best estimate of
the expenditure required to settle the present obligation at
the balance sheet date, considering all its inherent risks
and uncertainties, as well as the time value of money. The
unwinding of the effect of discounting 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 establishing
the liability, a provision is recognized for onerous contracts in
which the unavoidable costs of meeting the resulting
obligations exceed the expected future economic benefits.
NOTE 2.22 aSSETS aNd liaBiliTiES rElaTiNG TO
EmplOyEE BENEfiTS
a. ShOrT-TErm EmplOyEE BENEfiTS
A liability is recognized for the undiscounted amount of shortterm employee absences benefits expected to be paid within
one year after the end of the period in which the service was
rendered. Accumulating short-term absences are recognized
over the period in which the service is provided. Benefits that
are not service-related are recognized when the event that
gives rise to the obligation occurs.
B. pOST-EmplOymENT BENEfiTS
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 obligation than the payment
of a fixed contribution. All other plans are classified as defined
benefit plans.
Defined contribution plans
The contribution payable to a defined contribution plan for
services provided is recognized as an expense in the income
statement. An asset is recognized to the extent that the
contribution paid exceeds the amount due for services provided.
Defined benefit plans
The defined benefit obligation is based on the terms and
conditions of the plan applicable on the balance sheet date.
Plan improvements are charged 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 measuring the defined benefit obligation the Group
uses the projected unit credit method and actuarial
assumptions that represent the best estimate of future
variables. The benefits are discounted using an interest rate

based on the market yields for high-quality corporate bonds
on the balance sheet date.
Plan assets are qualifying insurance policies 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 recognized on the
balance sheet.
The cost of the plans is determined at the beginning of the year,
based on the prevalent actuarial assumptions, discount rate
and expected return on plan assets. Changes in assumptions,
discount rate and experience adjustments are not charged to
the income statement in the period in which they occur, but are
deferred.
The unrecognized actuarial gains and losses are amortized in a
straight line over the average remaining working life of the
employees covered by the plan, to the extent that the gains or
losses exceed the corridor limits. The corridor is defined as ten
percent of the greater of the defined benefit obligation or the
plan assets. The amortization charge is reassessed at the
beginning 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
recognized is based on the fair value on the grant 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 recognized in the income statement,
together with a corresponding increase in shareholders’
equity, as the services are rendered. During this period the
cumulative expense recognized at the reporting date reflects
management’s best estimate of the number of shares expected
to vest ultimately.
Share appreciation right plans are initially recognized at fair
value at the grant date, taking into account the terms and
conditions on which the instruments were granted. The fair
value is expensed over the period until vesting, with recognition
of a corresponding liability. The liability is remeasured at each
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reporting date and at the date of settlement, with any changes
in fair value recognized in the income statement.
Share option plans that can be settled in either shares or cash
at the discretion of the employee are accounted for as a
compound financial instrument, which includes a debt
component and an equity component.
NOTE 2.23 dEfErrEd rEVENuE liaBiliTy
Initial fees and front-end loadings paid by policyholders and
other clients for future investment management services
related to investment contracts without discretionary
participation features are deferred and recognized as revenue
when the related services are rendered.
NOTE 2.24 Tax aSSETS aNd liaBiliTiES
a. currENT Tax aSSETS aNd liaBiliTiES
Tax assets and liabilities for current and prior periods are
measured at the amount that is expected to be received from
or paid to the taxation authorities, using the tax rates that have
been enacted or substantively enacted by the reporting date.
B. dEfErrEd Tax aSSETS aNd liaBiliTiES
Deferred tax assets and liabilities are recognized for the
estimated future tax effects of temporary differences between
the carrying value of an item and its tax value, with the
exception of differences arising from the initial recognition of
goodwill and of assets and liabilities that do not impact taxable
or accounting profits. A tax asset is recognized for tax loss
carryforwards to the extent that it is probable at the reporting
date that future taxable profits will be available against which
the unused tax losses and unused tax credits can be utilized.
Deferred tax liabilities relating to investments in subsidiaries,
associates and joint ventures are not recognized if the Group
is able to control the timing of the reversal of the temporary
difference and it is probable that the difference will not be
reversed in the foreseeable future.
Deferred tax assets and liabilities are reviewed at the balance
sheet date and are measured at tax rates that are expected
to apply when the asset is realized or the liability is settled.
The carrying amount is not discounted and reflects the Group’s
expectations concerning the manner of recovery or settlement.
Deferred tax assets and liabilities are recognised in correlation
to the underlying transaction either in profit and loss, other
comprehensive income or directly in equity.

Note2.22-2.34

NOTE 2.25 cONTiNGENT aSSETS aNd liaBiliTiES
Contingent assets are disclosed in the notes if the inflow
of economic benefits is probable, but not virtually certain.
When the inflow of economic benefits becomes virtually certain,
the asset is no longer contingent and its recognition is
appropriate.
A provision is recognized for present legal or constructive
obligations arising from past events, when it is probable that it
will 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 remote.
NOTE 2.26 prEmium iNcOmE
Gross premiums, including recurring and single 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 charges and charges assessed have
been included in gross premiums.
Premium loadings for installment payments and additional
payments by the policyholder towards costs borne by the
insurer are included in the gross premiums. Rebates that
form part of the premium rate, such as no-claim rebates,
are deducted from the gross premium, others are recognized
as an expense. Depending on the applicable local accounting
principles, bonuses that are used to increase the insured
benefits may be recognized as gross premiums.
NOTE 2.27 iNVESTmENT iNcOmE
For interest-bearing assets, interest is recognized as it accrues
and is calculated using the effective interest rate method. Fees
and commissions that are an integral part of the effective yield
of the financial assets or liabilities are recognized as an
adjustment to the effective interest rate of the instrument.
Investment income includes the interest income and dividend
on financial assets carried at fair value through profit or loss.
Investment income also includes dividends accrued and rental
income due, as well as fees received for security lending.
NOTE 2.28 fEE aNd cOmmiSSiON iNcOmE
Fees and commissions from investment management services
and mutual funds, and from sales activities are recognized as
revenue over the period in which the services are performed
or the sales have been closed.
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NOTE 2.29 pOlicyhOldEr claimS aNd BENEfiTS
Policyholder claims and benefits consist of claims and benefits
paid to policyholders, including benefit claims in excess of
account value for products for which deposit accounting is
applied and the change in the valuation of liabilities for
insurance and investment contracts. It includes internal and
external claims handling costs that are directly related to the
processing and settlement of claims. Amounts receivable in
respect of salvage and subrogation are also considered.

NOTE 2.31 impairmENT charGES
Impairment charges include impairments on investments in
financial assets, impairments on the valuation of insurance
assets and liabilities and other non-financial assets and
receivables. Refer to note 39.

NOTE 2.30 rESulTS frOm fiNaNcial TraNSacTiONS
Results from financial transactions include:

NOTE 2.32 iNTErEST charGES aNd rElaTEd fEES
Interest charges and related fees includes interest expense on
trust pass-through securities and other borrowings. Interest
expense on trust pass-through securities and other borrowings
carried at amortized cost is recognized in profit or loss using
the effective interest method.

Net fair value change of general account financial
investments at fair value through profit or loss, other than
derivatives
Net fair value change of general account financial investments
at fair value through profit or loss, other than derivatives
include fair value changes of financial assets carried at fair
value through profit or loss. The net gains and losses do not
include interest or dividend income.

NOTE 2.33 lEaSES
Arrangements that do not take the form of a lease but convey
a right to use an asset in return for a payment are assessed at
inception to determine whether they are, or contain, a lease.
This involves an assessment of whether fulfillment of the
arrangement is dependent on the use of a specific asset and
whether the purchaser (lessee) has the right to control the
use of the underlying asset.

Realized gains and losses on financial investments
Gains and losses on financial investments include realized gains
and losses on general account financial assets, other than those
classified as at fair value through profit or loss.

Leases that do not transfer substantially all the risks and
rewards of ownership are classified as operating leases.

Net fair value change of derivatives
All changes in fair value are recognized in the income
statement, unless the derivative has been designated as a
hedging instrument in a cash flow hedge or a hedge of a net
investment in a foreign operation. Fair value movements of fair
value hedge instruments are offset by the fair value movements
of the hedged item, the resulting hedge ineffectiveness, if any,
is included in this line. In addition the fair value movements of
bifurcated embedded derivatives are included in this line.
Net fair value change on for account of policyholder financial
assets at fair value through profit or loss
Net fair value change on for account of policyholder financial
assets at fair value through profit or loss include fair value
movements of investments held for account of policyholders
(refer to note 2.9). The net fair value change does not include
interest or dividend income.
Other
In addition, results from financial transactions include
gains / losses on real estate (general account and account of
policyholder), net foreign currency gains / (losses) and net fair
value change on borrowings and other financial liabilities and
realized gains on repurchased debt.

Payments made under operating leases, where the Group is
the lessee, are charged to the income statement on a straight
line basis over the period of the lease.
Where the Group is the lessor under an operating lease, the
assets subject to the operating lease arrangement are
presented in the balance sheet according to the nature of the
asset. Income from these leases are recognized 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.
NOTE 2.34 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 give
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.
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NOTE 3

criTical accOuNTiNG ESTimaTES aNd
JudGmENT iN applyiNG accOuNTiNG
pOliciES
Application of the accounting policies in the preparation of the
financial statements requires management to apply judgment
involving assumptions and estimates concerning future results or
other developments, including the likelihood, timing or amount
of future transactions or events. There can be no assurance
that actual results will not differ materially from those
estimates. Accounting policies that are critical to the financial
statement presentation and that require complex estimates or
significant judgment are described in the following sections.
Valuation of assets and liabilities arising from life
insurance contracts
The liability for life insurance contracts with guaranteed or fixed
account terms is either based on current assumptions or on the
assumptions established at inception of the contract, reflecting
the best estimates at the time increased with a margin for
adverse deviation. All contracts are subject to liability adequacy
testing 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 will 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 recognized in the income statement. To
the extent that the failure relates to unrealized gains and losses
on available-for-sale investments, the additional liability is
recognized in the revaluation reserve in equity.
Some insurance contracts without a guaranteed or fixed contract
term contain guaranteed minimum benefits. Depending on
the nature of the guarantee, it may either be bifurcated and
presented as a derivative or be reflected in the value of the
insurance liability in accordance with local accounting principles.
Given the dynamic and complex nature of these guarantees,
stochastic techniques under a variety of market return scenarios
are often used for measurement purposes. Such models require
management to make numerous estimates based on historical
experience and market expectations. Changes in these estimates
will immediately affect the income statement.
In addition, certain acquisition costs related to the sale of
new policies 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
relating to the future profitability of these policies are not
realized, the amortization of these costs could be accelerated
and may even require write offs due to unrecoverability.

Note3

Actuarial assumptions
The main assumptions used in measuring DPAC, VOBA and the
liabilities for life insurance contracts with fixed or guaranteed
terms relate to mortality, morbidity, investment return and
future expenses. Depending on local accounting principles,
surrender rates may be considered.
Mortality tables applied are generally developed based on a
blend of company experience and industry wide studies, taking
into consideration product characteristics, own risk selection
criteria, target market and past experience. Mortality
experience is monitored through regular studies, the results
of which are fed into the pricing cycle for new products and
reflected in the liability calculation when appropriate. For
contracts insuring survivorship, allowance may be made for
further longevity 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 expectations.
In the latter case, the anticipated future investment returns
are set by management on a countrywide basis, considering
available market information and economic indicators.
A significant assumption related to estimated gross profits
on variable annuities and variable life insurance products in
the United States and some of the smaller country units, is
the annual long-term growth rate of the underlying assets.
As equity markets do not move in a systematic manner,
assumptions as to the long-term growth rate are made after
considering the effects of short-term variances from the longterm assumptions (a reversion to the mean assumption) and
the effects of hedging. The reconsideration of this assumption
may affect the original DPAC or VOBA amortization schedule,
referred to as DPAC or VOBA unlocking. The difference between
the original DPAC or VOBA amortization schedule and the
revised schedule, which is based on estimates of actual and
future gross profits, is recognized in the income statement as
an expense or a benefit in the period of determination.
Estimated gross profits on variable life and variable annuity
products in the Americas include a short- and long term equity
market return assumption. As of the second quarter of 2010,
AEGON held its short-term equity market return assumption
equal to its long-term assumption at 9%, reflecting continued
volatility experienced in equity markets and the use of macro
equity hedges.
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At December 31, 2010, other assumptions applicable to the
reversion to the mean assumptions for variable products,
primarily variable annuities, were as follows in the United States:
gross long-term equity growth rate of 9% (2009: 9%);
gross short- and long-term fixed security growth rate of 6%
(2009: 6%); and the gross short- and long-term growth rate
for money market funds of 3.5% (2009: 3.5%).
Assumptions 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 well as industry published data,
are used in establishing assumptions. Lapse experience is
correlated to mortality and morbidity levels, as higher or lower
levels of surrenders may indicate future claims will be higher
or lower than anticipated. Such correlations are accounted for
in the mortality and morbidity assumptions based on the
emerging analysis of experience.
Fair value of financial instruments, borrowings and
derivatives determined using valuation techniques
Investment contracts issued by AEGON are either carried at fair
value (if they are designated as financial liabilities at fair value
through profit or loss) or amortized cost (with fair value being
disclosed in the notes to the consolidated financial statements).
These contracts are not quoted in active markets and their fair
values are determined by using valuation techniques, such as
discounted cash flow methods and stochastic modeling or in
relation to the unit price of the underlying assets. All models
are validated and calibrated. A variety of factors are considered,
including time value, volatility, policyholder behavior, servicing
costs and fair values of similar instruments. Credit spread is
considered in measuring the fair value of derivatives (including
derivatives embedded in insurance contracts), borrowings and
other liabilities.
Fair value of financial assets and liabilities
The estimated fair values of AEGON’s financial assets and
liabilities are presented in the respective notes to the balance
sheet together with their carrying values. The estimated fair
values correspond with the amounts at which the financial
instruments at AEGON’s best estimate could have been traded
at the balance sheet date between knowledgeable, willing
parties in arm’s length transactions. When available, AEGON

uses quoted market prices in active markets to determine the
fair value of investments and derivatives. In the absence of an
active market, the fair value of investments in financial assets
is estimated by using other market observable data such as
corroborated external quotes and present value or other
valuation techniques. An active market is one in which
transactions are taking place regularly on an arm’s length basis.
Although not necessarily determinative, indicators that a
market is inactive are lower transaction volumes, reduced
transaction sizes and, in some cases, no observable trading
activity for short periods. A fair value measurement assumes
that an asset or liability is exchanged in an orderly transaction
between market participants, and accordingly, fair value is not
determined based upon a forced liquidation or distressed sale.
Valuation techniques are used when AEGON determines the
market is inactive or quoted market prices are not available for
the asset or liability at the measurement date. However, the fair
value measurement objective remains the same, that is, to
arrive at the price at which an orderly transaction would occur
between market participants at the measurement date.
Therefore, unobservable inputs reflect AEGON’s own
assumptions about the assumptions that market participants
would use in pricing the asset or liability (including assumptions
about risk). These inputs are developed based on the best
information available.
AEGON employs an oversight structure over valuation of
financial instruments that includes appropriate segregation
of duties. Senior management, independent of the investing
functions, is responsible for the oversight of control and
valuation policies and for reporting the results of these policies.
For fair values determined by reference to external quotation or
evidenced pricing parameters, independent price determination
or validation is utilized to corroborate those inputs. Further
details of the validation processes are set out below.
Shares
Fair values for unquoted shares are estimated using
observations of the price / earnings or price / cash flow ratios
of quoted companies considered comparable to the companies
being valued. Valuations are adjusted to account for companyspecific issues and the lack of liquidity inherent in an unquoted
investment. Illiquidity adjustments are generally based on
available market evidence. In addition, a variety of other factors
are reviewed by management, including, but not limited to,
current operating performance, changes in market outlook and
the third-party financing environment.
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The fair values of investments held in non-quoted investment
funds (hedge funds, private equity funds) are determined by
management after taking into consideration information
provided by the fund managers. AEGON reviews the valuations
each month and performs analytical procedures and trending
analyses to ensure the fair values are appropriate.
Debt securities
When available, AEGON uses quoted market prices in active
markets to determine the fair value of its debt securities.
These market quotes are obtained through index prices or
pricing services.
The fair values of debt securities are determined by
management after taking into consideration several sources of
data. AEGON’s valuation policy dictates that publicly available
prices are initially sought from several third party pricing
services. In the event that pricing is not available from these
services, those securities are submitted to brokers to obtain
quotes. The majority of brokers’ quotes are non-binding. As part
of the pricing process, AEGON assesses the appropriateness of
each quote (i.e., as to whether the quote is based on observable
market transactions or not) to determine the most appropriate
estimate of fair value. Lastly, securities are priced using internal
cash flow modeling techniques. These valuation methodologies
commonly use the following inputs: reported trades, bids,
offers, issuer spreads, benchmark yields, estimated prepayment
speeds, and / or estimated cash flows. Only pricing services and
brokers with a substantial presence in the market and with
appropriate experience and expertise are used.
Third party pricing services will often determine prices using
recently reported trades for identical or similar securities. The
pricing service makes adjustments for the elapsed time from
the trade date to the balance sheet date to take into account
available market information. Lacking recently reported trades,
third party pricing services and brokers will use modeling
techniques to determine a security price where expected
future cash flows are developed based on the performance
of the underlying collateral and discounted using an estimated
market rate. Also included within the modeling techniques for
ABS – Housing, RMBS, CMBS and CDO securities are estimates
of the speed at which principal will be repaid over their
remaining lives. These estimates are determined based on
historical repayment speeds (adjusted for current markets)
as well as the structural characteristics of each security.
Each month, AEGON performs an analysis of the inputs
obtained from third party services and brokers to ensure that
the inputs are reasonable and produce a reasonable estimate of
fair value. AEGON’s asset specialists and investment valuation

Note3

specialists consider both qualitative and quantitative factors as
part of this analysis. Several examples of analytical procedures
performed include, but are not limited to, recent transactional
activity for similar debt securities, review of pricing statistics
and trends and consideration of recent relevant market events.
Credit ratings are also an important consideration in the
valuation of securities and are included in the internal process
for determining AEGON’s view of the risk associated with each
security. However, AEGON does not rely solely on external
credit ratings and there is an internal process, based on market
observable inputs, for determining AEGON’s view of the risks
associated with each security.
AEGON’s portfolio of private placement securities (held at fair
value under the classification of available-for-sale or fair value
through profit or loss) is valued using a matrix pricing
methodology. The pricing matrix is obtained from a third party
service provider and indicates current spreads for securities
based on weighted average life, credit rating, and industry
sector. Each month, AEGON’s asset specialists review the matrix
to ensure the spreads are reasonable by comparing them to
observed spreads for similar bonds traded in the market. Other
inputs to the valuation include coupon rate, the current interest
rate curve used for discounting and an illiquidity premium to
account for the illiquid nature of these securities. The illiquidity
premiums are determined based upon the pricing of recent
transactions in the private placements market; comparing the
value of the privately offered security to a similar public
security. The impact of the illiquidity premium for private
placement securities to the overall valuation is insignificant.
Mortgages, policy loans and private loans
(held at amortized cost)
For private loans, fixed interest mortgage and other loans
originated by the Group, the fair value used for disclosure
purposes is estimated by discounting expected future cash
flows using a current market rate applicable to financial
instruments with similar yield, credit quality and maturity
characteristics.
The fair value of floating interest rate mortgages, policy loans
and private placements used for disclosure purposes is
assumed to be approximated by their carrying amount adjusted
for changes in credit risk. Credit risk adjustments are based on
market observable credit spreads if available, or management’s
estimate if not market observable.
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Money market and other short term investments
and deposits with financial institutions
The fair value of assets maturing within a year is assumed to be
approximated by their carrying amount adjusted for credit risk
where appropriate. Credit risk adjustments are based on market
observable credit spreads if available, or management’s
estimate if not market observable.
Free standing financial derivatives
Where quoted market prices are not available, other valuation
techniques, such as option pricing or stochastic modeling, are
applied. The valuation techniques incorporate all factors that
a typical market participant would consider and are based on
observable market data when available. Models are validated
before they are used and calibrated to ensure that outputs
reflect actual experience and comparable market prices.
Fair values for exchange-traded derivatives, principally futures
and certain options, are based on quoted market prices in
active markets. Fair values for over-the-counter (OTC)
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 using pricing
models based on the net present value of estimated future
cash flows, directly observed prices from exchange-traded
derivatives, other OTC trades, or external pricing services.
Most valuations are derived from swap and volatility matrices,
which are constructed for applicable indices and currencies
using current market data from many industry standard
sources. Option pricing is based on industry standard valuation
models and current market levels, where applicable. The pricing
of complex or illiquid instruments is based on internal models
or an independent third party. 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. To value OTC derivatives, management uses
observed market information, other trades in the market and
dealer prices.
AEGON normally mitigates counterparty credit risk in derivative
contracts by entering into collateral agreements where practical
and in ISDA master netting agreements for each of the Group’s
legal entities to facilitate AEGON’s right to offset credit risk
exposure. In the event no collateral is held by AEGON or the
counterparty, the fair value of derivatives is adjusted for credit
risk based on market observable spreads. Changes in the fair
value of derivatives attributable to changes in counterparty
credit risk were not significant.

Derivatives embedded in insurance contracts including
guarantees
Certain guarantees for minimum benefits in insurance and
investment contracts are carried at fair value. These guarantees
include guaranteed minimum withdrawal benefits (GMWB) in
the United States which are offered on some AEGON variable
annuity products and are also assumed from a ceding company;
minimum interest rate guarantees on insurance products
offered in The Netherlands, including group pension and
traditional products; Variable annuities sold in Europe; and
guaranteed minimum accumulation benefits on segregated
funds sold in Canada.
The fair values of these guarantees are calculated as the
present value of future expected payments to policyholders
less the present value of assessed rider fees attributable to the
guarantees. Given the complexity and long-term nature of these
guarantees which are unlike instruments available in financial
markets, their fair values are determined by using stochastic
techniques under a variety of market return scenarios. A variety
of factors are considered, including expected market rates of
return, equity and interest rate volatility, credit spread,
correlations of market returns, discount rates and actuarial
assumptions.
The expected returns are based on risk-free rates. The credit
spread is set by using the credit default swap (CDS) spreads of
a reference portfolio of life insurance companies (including
AEGON), adjusted to reflect the subordination of senior debt
holders at the holding company level to the position of
policyholders at the operating company level (who have priority
in payments to other creditors). Because CDS spreads for
US life insurers differ significantly from that for European life
insurers, AEGON’s assumptions are set by region to reflect
these differences in the valuation of the guarantee embedded
in the insurance contracts.
For equity volatility, AEGON uses a term structure assumption
with market-based implied volatility inputs for the first five
years and a long-term forward rate assumption of 25%
thereafter. The volume of observable option trading from which
volatilities are derived generally declines as the contracts’ term
increases, therefore, the volatility curve grades from implied
volatilities for five years to the ultimate rate. The resulting
volatility assumption in year 20 for the S&P 500 index
(expressed as a spot rate) was 24.8% at December 31, 2010
and 25.3% at December 31, 2009. Correlations of market
returns across underlying indices are based on historical
market returns and their inter-relationships over a number
of years preceding the valuation date. Assumptions regarding
policyholder behavior, such as lapses, included in the models
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are derived in the same way as the assumptions used to
measure insurance liabilities.

general account, investments for the account of policyholders,
and investments designated at fair value and derivatives.

These assumptions are reviewed at each valuation date, and
updated based on historical experience and observable market
data, including market transactions such as acquisitions and
reinsurance transactions.

In accordance with IFRS 7 AEGON uses the following hierarchy
for determining and disclosing the fair value of financial
instruments:
Level I: quoted prices (unadjusted) in active markets for
identical assets or liabilities that AEGON can access at
the measurement date;
Level II: inputs other than quoted prices included within
Level I that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices of identical or similar assets and liabilities)
using valuation techniques for which all significant inputs
are based on observable market data; and
Level III: inputs for the asset or liability that are not based
on observable market data (that is, unobservable inputs)
using valuation techniques for which any significant input
is not based on observable market data.

Since many of the assumptions are unobservable and are
considered to be significant inputs to the liability valuation,
the liability included in future policy benefits has been reflected
within Level III of the fair value hierarchy. Refer to note 45 for
more details about AEGON’s guarantees.
Investment contracts
Similar to embedded derivatives in insurance contracts, certain
investment products are not quoted in active markets and their
fair values are determined by using valuation techniques.
Because of the dynamic and complex nature of these cash
flows, stochastic or similar techniques under a variety of market
return scenarios are often used. A variety of factors are
considered, including expected market rates of return, market
volatility, correlations of market returns, discount rates and
actuarial assumptions.
The expected returns are based on risk-free rates, such as the
current London Inter-Bank Offered Rate (LIBOR) swap rates
and associated forward rates or the current rates on local
government bonds. Market volatility assumptions for each
underlying index are based on observed market implied
volatility data and / or observed market performance.
Correlations of market returns for various underlying indices
are based on observed market returns and their interrelationships over a number of years preceding the valuation
date. Current risk-free spot rates are used to determine the
present value of expected future cash flows produced in the
stochastic projection process.
Assumptions on customer behavior, such as lapses, included
in the models are derived in the same way as the assumptions
used to measure insurance liabilities.
Determination of fair value and fair value hierarchy
The following is a description of AEGON’s methods of
determining fair value, and a quantification of its exposure
to financial instruments measured at fair value.
Fair value is the amount for which an asset could be exchanged,
or a liability settled, between knowledgeable willing parties in
an arm’s length transaction. Financial instruments measured
at fair value on an ongoing basis include investments for the

The best evidence of fair value is a quoted price in an actively
traded market. In the event that the market for a financial
instrument is not active or quoted market prices are not
available, a valuation technique is used.
The judgment as to whether a market is active may include,
although not necessarily determinative, lower transaction
volumes, reduced transaction sizes and, in some cases, no
observable trading activity for short periods. In inactive
markets, assurance is obtained that the transaction price
provides evidence of fair value or determined that the
adjustments to transaction prices are necessary to measure
the fair value of the instrument.
The majority of valuation techniques employ only observable
market data, and so the reliability of the fair value
measurement is high. However, certain financial instruments
are valued on the basis of valuation techniques that feature
one or more significant market inputs that are unobservable
and, for such financial instruments, the derivation of fair value
is more judgmental. An instrument in its entirety is classified
as valued using significant unobservable inputs if, in the opinion
of management, a significant proportion of the instrument’s
carrying amount and / or inception profit (‘day 1 gain or loss’)
is driven by unobservable inputs. ‘Unobservable’ in this context
means that there is little or no current market data available
from which to determine the price at which an arm’s length
transaction would be likely to occur. It generally does not mean
that there is no market data available at all upon which to base
a determination of fair value.
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Additional information is provided in the section headed ‘Effect
of changes in significant unobservable assumptions to
reasonably possible alternatives’ below.

financial assets carried at fair value

The table below shows an analysis of financial instruments
recorded at fair value by level of the fair value hierarchy:

Level I

Level II

Level III

Total
2010

available-for-sale investments
Shares
Debt securities
Money market and other short-term instruments
Other investments at fair value

680

63

555

1,298

18,148

73,000

3,788

94,936

–

10,141

–

10,141

60

10

805

875

18,888

83,214

5,148

107,250

813

264

1

1,078
1,789

fair value through profit or loss
Shares
Debt securities
Money market and other short-term instruments
Other investments at fair value
Investments for account of policyholders

1

Derivatives

TOTal fiNaNcial aSSETS aT fair ValuE

46

1,611

132

289

370

–

659

–

581

1,205

1,786

81,442

61,309

2,352

145,103

24

6,049

178

6,251

82,614

70,184

3,868

156,666

101,502

153,398

9,016

263,916

financial liabilities carried at fair value
Investment contracts
Investment contracts for account of policyholders
Borrowings
Derivatives

1
2

2

–

–

1,656

1,656

5,020

20,405

178

25,603

520

467

–

987

10

4,911

1,050

5,971

5,550

25,783

2,884

34,217

The investments for account of policyholders included in the table above represents those investments carried at fair value through profit or loss.
Borrowings included in the table above contain those borrowings that are carried at fair value through profit or loss. Total borrowings on the balance
sheet also contain borrowings carried at amortized cost that are not included in the above schedule.
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financial assets carried at fair value

Note3

Level I

Level II

Level III

Total
2009

available-for-sale investments
Shares
Debt securities
Money market and other short-term instruments
Other investments at fair value

531

123

443

1,097

17,487

67,895

4,334

89,716

1

9,178

10

9,189

57

10

842

909

18,076

77,206

5,629

100,911

823

162

14

999
1,682

fair value through profit or loss
Shares
Debt securities
Money market and other short-term instruments
Other investments at fair value
Investments for account of policyholders

1

Derivatives

TOTal fiNaNcial aSSETS aT fair ValuE

27

1,513

142

622

253

–

875

–

440

1,080

1,520

70,224

51,797

2,776

124,797

96

4,651

170

4,917

71,792

58,816

4,182

134,790

89,868

136,022

9,811

235,701

financial liabilities carried at fair value
Investment contracts
Investment contracts for account of policyholders
Borrowings

2

Derivatives

1
2

–

–

1,145

1,145

3,924

16,032

521

20,477

506

453

–

959

29

4,004

1,683

5,716

4,459

20,489

3,349

28,297

The investments for account of policyholders included in the table above represents those investments carried at fair value through profit or loss.
Borrowings included in the table above contain those borrowings that are carried at fair value through profit or loss. Total borrowings on the balance
sheet also contain borrowings carried at amortized cost that are not included in the above schedule.

SiGNificaNT TraNSfErS BETwEEN lEVEl i aNd ii
During 2010, the amount of assets transferred from Level I
to Level II classification was EUR 469 million (2009: EUR 498
million). The reason for the change in level relates to changes
in liquidity for specific debt securities.
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mOVEmENTS iN lEVEl iii fiNaNcial iNSTrumENTS
mEaSurEd aT fair ValuE

financial
At
assets carried January
at fair value
1, 2010

Total
gains /
(losses)
in
Total
income
gains /
state (losses)
ment 1
in OCI

Purchases

Sales

Total gains
or losses for
the period
included in
profit and loss
for assets held
at December
31, 2010 2

Transfers
from
Levels I
and II

Transfers to
Levels I
and II

At
December
31, 2010

16

37

–

555

–

311

375

3,788

–

–

–

–

–

Net exchange
Settle- differments
ences

availablefor-sale
investments
Shares
Debt securities
Money market
and other
short-term
instruments
Other
investments at
fair value

443
4,334

10

3

52

163

(159)

(85)

475

460

(339)

–

–

(10)

–

842

(140)

5,629

(222)

(73)

454

–
(418)

–

172

(47)

(17)

68

–

795

(555)

(435)

395

412

(1,325)

–

–

(1,325)

805

–

5,148

–

fair value
through profit
or loss
Shares

14

1

–

–

(15)

–

1

–

142

–

2

1

(25)

(1)

1

19

(7)

132

Other
investments at
fair value

1,080

66

–

159

(149)

–

84

77

(112)

1,205

62

Investments for
account of
policyholders

2,776

153

–

396

(1,108)

–

100

191

(156)

2,352

106

(28)

–

18

(6)

(6)

7

23

(1,303)

(7)

193

310

–

–

–

Debt securities

Derivatives

170

4,182

192

2

574

(1,145)

(511)

–

–

(521)

(18)

–

–

–

(275)

1

178

–
(2)

(2)

3,868

164

–

(1,656)

(511)

–

(178)

financial
liabilities
carried at fair
value
Investment
contracts
Investment
contracts for
account of
policyholders
Derivatives

1
2

(24)

–

–

430

–

(45)

(1,683)

720

1

(1)

9

–

(96)

–

–

(1,050)

(3,349)

191

1

(25)

439

–

(141)

–

–

(2,884)

Includes impairments and movements related to fair value hedges.
Total gains / (losses) for the period during which the financial instrument was in Level III.
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At
financial assets
January
carried at fair value 1, 2009

Total
gains /
(losses)
in
Total
income gains /
state (losses)
ment 1 in OCI

Purchases

Sales

Settlements

Note3

Transfers
from
Levels I
and II

Transfers to
Levels I
and II

(7)

–

–

(130)

343

Net exchange
differences

Total gains
or losses for
the period
included in
At profit and loss
Decem- for assets held
ber
at December
31, 2009
31, 2009 2

available-for-sale
investments
Shares
Debt securities
Money market and
other short-term
instruments
Other investments at
fair value

729
6,234

61

115

(295)

264

(363)

(341)

930

847

(358)

–

–

(51)

–

841

(141)

7,865

(367)

(22)

–
(727)

–

–

–

230

(35)

(2)

(29)

–

613

1,341

(807)

(729)

(166)

343

(2,464)

–
–

(2,464)

443

–

4,334

–

10

–

842

–

5,629

–

fair value through
profit or loss
Shares
Debt securities

73

4

–

–

(62)

–

(1)

–

–

14

1
5

217

(11)

9

–

(66)

(7)

2

6

(8)

142

Other investments at
fair value

1,379

(216)

–

126

(160)

–

(41)

95

(103)

1,080

Investments for account
of policyholders

3,344

(196)

–

480

(840)

–

(12)

–

–

2,776

(25)

296

(129)

–

18

(2)

(34)

21

–

–

170

(118)

5,309

(548)

9

624

(1,130)

(41)

(31)

4,182

(370)

(2,410)

1,265

–

–

(1,145)

1,265

Derivatives

101

(111)

(233)

financial liabilities
carried at fair value
Investment contracts
Investment contracts
for account of
policyholders
Derivatives

1
2

–

–

–

–

–

(301)

31

–

(287)

20

–

16

–

–

(521)

(2,354)

744

–

(3)

36

–

(106)

–

–

(1,683)

(5,065)

2,040

–

(290)

56

–

(90)

–

–

(3,349)

–
(32)

1,233

Includes impairments and movements related to fair value hedges. �
Total gains / (losses) for the period during which the financial instrument was in Level III. �

During 2010, AEGON transferred certain financial instruments
from Levels I and II to Level III of the fair value hierarchy.
The amount of the total assets transferred was EUR 722 million
(2009: EUR 444 million). The reason for the change in level was
that the market for these securities had become inactive, which
led to a change in market observability of prices. Prior to transfer,
the fair value for the Level I and II securities was determined
using observable market transactions or corroborated broker
quotes for the same or similar instruments. Since transfer,
all such assets have been valued using valuation models
incorporating significant non market-observable inputs.

Similarly, during 2010, AEGON transferred certain financial
instruments from Level III to other levels of the fair value
hierarchy. The recorded amount of the total assets transferred
was EUR 1,600 million (2009: EUR 2,575 million). The change in
level was mainly the result of a return of activity in the market
for these securities.
The total net amount of gains recognized in the income
statement on Level III financial instruments amount to
EUR 161 million (pre-tax) (2009: EUR 1,125 million).

ANNUAL REPORT 2010

The following table shows the sensitivity of the fair value of
Level III instruments to changes in key assumptions, by class
of instrument:
december 31, 2010

financial assets carried at fair value

Note

Carrying
amount

Effect of reasonably
possible alternative
assumptions (+/-)
Increase

december 31, 2009
Carrying
amount

Decrease

Effect of reasonably
possible alternative
assumptions (+/-)
Increase

Decrease

available-for-sale investments
Shares

a

555

31

(31)

443

20

(20)

Debt securities

b

3,788

189

(189)

4,334

219

(219)

Money market and other short-term
investments

b

–

–

10

1

(1)

805

11

842

13

(13)

Other

financial assets designated at
fair value through profit or loss

–
(10)

1

Shares
Debt securities

–

–

–

14

1

(1)

132

7

(7)

142

15

(15)

(177)

1,080

136

(136)

27

3

(3)

Other investments at fair value

c

1,205

177

Derivatives

d

38

3

Investment contracts

e

1,656

126

(118)

1,145

94

(87)

Derivatives

f

1,050

102

(99)

1,683

103

(96)

(3)

financial liabilities carried at
fair value

1

Investments for account of policyholders are excluded from the reasonably possible alternative assumptions disclosure. Policyholder assets, and their
returns, belong to policyholders and do not impact AEGON’s net income or equity. The effect on total assets is offset by the effect on total liabilities.

In order to determine reasonably possible alternative
assumptions, AEGON adjusted key unobservable models inputs
as follows:
a. Available-for-sale shares include shares in the Federal
Home Loan Bank for an amount of EUR 178 million
(2009: EUR 194 million) that are measured at par. The bank
has implicit financial support from the United States
government. The redemption value of the shares is fixed at
par and can only be redeemed by the bank. Remaining
share positions were stressed by 10% up or down.
b. Debt securities and money market and other short-term
investments mainly consist of corporate bonds
(EUR 1,117 million; 2009: EUR 1,239 million) and other
structured debt securities (EUR 2,610 million;
2009: EUR 3,020 million). For corporate bonds the most
significant unobservable input for the valuation of these

securities is the credit spread / illiquidity premium.
AEGON adjusted the price, based on the bid / ask spread
AEGON observed in the market for these types of securities.
For investments in structured debt securities (ABS, RMBS and
CMBS), the most significant unobservable input for valuation
of these securities is the credit spread / illiquidity premium.
AEGON adjusted the discount rate by 100 basis points up or
down for this input.
c. Other investments at fair value include investments exposed
to real estate (EUR 475 million; 2009: EUR 444 million) and
private equity investments (EUR 692 million; 2009:
EUR 575 million). AEGON adjusted the assumption
pertaining to real estate values up or down by 10%.
This change is reflective of the range presented to senior
management when analyzing investment opportunities
for approval. For private equity investments the underlying
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investments are of a very diversified nature in terms of type
of investments, investment strategy and sector. There is no
one significant unobservable assumption or combination of
assumptions that could be identified and used to compute a
reasonably possible alternative assumption analysis for this
portfolio.
d. Derivatives exclude derivatives for account of policyholders
amounting to EUR 140 million (2009: EUR 143 million).
e. Investment contracts reflect the fair value of guarantees
issued for which the most significant unobservable input
is the credit spread. The credit spread was increased or
decreased by 20 basis points.
f. �Derivatives that depend on the yield were stressed using
an increase or decrease of the yield by 100 basis points.
Derivatives also include embedded derivatives related to
guarantees (EUR 0.9 billion; 2009: EUR 0.8 billion) for
which the most significant unobservable input is the credit
spread. The credit spread was increased or decreased by
20 basis points.
impairmENT Of fiNaNcial aSSETS
There are a number of significant risks and uncertainties inherent
in the process of monitoring investments and determining if
impairment exists. These risks and uncertainties include the risk
that the Group’s assessment of an issuer’s ability to meet all of
its contractual obligations will change based on changes in
the credit characteristics of that issuer and the risk that the
economic outlook will be worse than expected or have more of
an impact on the issuer than anticipated. Any of these situations
could result in a charge against the income statement in a future
period to the extent of the impairment charge recorded.
Debt securities
AEGON regularly monitors industry sectors and individual debt
securities for evidence of impairment. This evidence may
include one or more of the following: 1) deteriorating market to
book ratio, 2) increasing industry risk factors, 3) deteriorating
financial condition of the issuer, 4) covenant violations, 5) high
probability of bankruptcy of the issuer or 6) recognized credit
rating agency downgrades. Additionally, for ABS, cash flow
trends and underlying levels of collateral are monitored.
Housing related ABS securities, CMBS and RMBS are monitored
and reviewed on a monthly basis with detailed modeling
completed on each portfolio quarterly. Model output is generated

Note3

under a base and several stress-case scenarios. Housing related
ABS, CMBS and RMBS asset specialists utilize modeling software
to perform a loan-by-loan, bottom-up approach to modeling. The
Housing related ABS models incorporate market estimates on
the property market, borrowing characteristics, propensity of a
borrower to default or prepay and the overall security structure.
The CMBS models incorporate market estimates on the property
market, capital markets, property cash flows and loan structure.
The RMBS models incorporate external loan-level analytics to
identify the riskiest securities. Once the entire pool is modelled,
the results are analyzed by internal asset specialists to
determine whether or not a particular tranche or holding is at
risk for not collecting all contractual cash flows taking into
account the seniority and other terms of the tranches held.
AEGON impaired its particular tranche to fair value where it
would not be able to receive all contractual cashflows.
In addition, at least quarterly, AEGON reviews all housing
related ABS, CMBS and RMBS in relation to both severity and
duration of unrealized losses. Reviews include a realized loss
analysis and analysis where the remaining exposure to the
issuer is in a material unrealized loss position. Housing related
ABS, CMBS and RMBS noted on exception reports are
specifically addressed by research and credit analysts who
evaluate the unrealized losses based upon current market
conditions, changes in credit spreads specific to the asset class,
fundamentals related to the issuer and, if applicable, the
available protection of the monoline wrapper. AEGON impairs
a particular tranche to fair value where it would not be able to
receive all contractual cash flows. The impairment analysis is
therefore based on a combination of models and analyst
reviews of market events on individual securities.
As at the reporting date, AEGON performed stress testing on
each security within its subprime mortgage portfolio. The stress
testing revealed a significant reduction in the level of protection
provided by the subordination for all fixed rate and senior
floating rate mortgage products. Factors included in the analysis
depend upon the type of collateral but for subprime mortgages
they include delinquencies, prepayment assumptions, the
percentage of borrowers with mortgage insurance, the
percentage of borrowers in states more at risk for declining
home values (Florida, California, etc.) and credit enhancements.
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More detailed cash flow modeling was performed on issuances
identified through stress testing as being most at risk for
payment interruption, such as issuances with a
disproportionate number of borrowers from states experiencing
significant declines in home values. Key assumptions used in
the models are projected defaults, loss severities and
prepayments. Each of these key assumptions varies greatly
based on the significantly diverse characteristics of the current
collateral pool for each security. Loan-to-value, loan size and
borrower credit history are some of the key characteristics used
to determine the level of assumption that is utilized. Defaults
were estimated by identifying the loans that are in various
delinquency buckets and defaulting a certain percentage of
them over the near-term and long-term. Assumed defaults

Impairment testing requires the determination of the value in
use or fair value less costs for each of AEGON’s identified cash
generating units.

on delinquent loans are dependent on the specific security’s
collateral attributes and historical performance. Loss severity
assumptions were determined by observing historical rates
from broader market data, while being adjusted for specific
pool performance, collateral type, mortgage insurance and
estimated loan modifications. Prepayments were estimated
by examining historical averages of prepayment activity on
the underlying collateral. Once the entire pool is modelled,
the results are analyzed by the internal asset specialist to
determine whether or not particular tranches or holdings are
at risk for not collecting all contractual cash flows taking into
account the seniority and other terms of the tranches held.
AEGON impaired its particular tranche to fair value where it
would not be able to receive all contractual cash flows.

balance sheet date and the fair value of plan assets, together
with adjustments for unrecognized actuarial gains or losses
and past service costs. The present value of the defined benefit
obligation is determined by discounting the estimated future
cash flows using interest rates of high-quality corporate bonds
that are denominated in the currency in which the benefits will
be paid and that have terms to maturity that approximate the
terms 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
extent that actual experience deviates from these assumptions,
the valuation of defined benefit plans and the level of pension
expenses recognized in the future may be affected.

Shares
Objective evidence of impairment of an investment in an equity
instrument classified as available for sale includes information
about significant changes with an adverse effect that have
taken place in the technological, market, economic or legal
environment in which the issuer operates, and indicates that
the cost of the investment in the equity instrument may not be
recovered. A significant or prolonged decline in the fair value
of an investment in an equity instrument below its cost is also
objective evidence of impairment.

rEcOGNiTiON Of dEfErrEd Tax aSSETS
Deferred tax assets are established for the tax benefit related
to deductible temporary differences, carry forwards of unused
tax losses and carry forwards of unused tax credits when in
the judgment of management it is more likely than not that
AEGON will receive the tax benefits. Since there is no absolute
assurance that these assets will ultimately be realized,
management reviews AEGON’s deferred tax positions
periodically to determine if it is more likely than not that the
assets will be realized. Periodic reviews include, among other
things, the nature and amount of the taxable income and
deductible expenses, the expected timing when certain assets
will be used or liabilities will be required to be reported and the
reliability of historical profitability of businesses expected to
provide future earnings. Furthermore, management considers
tax-planning strategies it can utilize to increase the likelihood
that the tax assets will be realized. These strategies are also
considered in the periodic reviews.

GOOdwill
Goodwill is reviewed and tested for impairment under a fair
value approach. Goodwill must be tested for impairment at least
annually or more frequently as a result of an event or change in
circumstances that would indicate an impairment charge may
be necessary. The recoverable amount is the higher of the value
in use and fair value less costs to sell for a cash-generating unit.

The valuation utilized the best available information, including
assumptions and projections considered reasonable and
supportable by management. The assumptions used in the
valuation involve significant judgments and estimates. Refer
note 6 for more details.
ValuaTiON Of dEfiNEd BENEfiT plaNS
The liabilities or assets recognized in the balance sheet in
respect of defined benefit plans is the difference between the
present value of the projected defined benefit obligation at the
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ValuaTiON Of SharE apprEciaTiON riGhTS aNd
SharE OpTiONS
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 rights and options granted. This value is estimated
using the binomial option pricing model, taking into account the
respective vesting and exercise periods of the share
appreciation rights and share options.
The volatility is derived from quotations from external market
sources and the expected dividend yield is derived from
quotations from external market sources and the binomial
option pricing model. Future blackout periods are taken into
account in the model in conformity with current blackout
periods. The expected term is explicitly incorporated in the
model by assuming that early exercise occurs when the share
price is greater than or equal to a certain multiple of the
exercise price. This multiple has been set at two based on
empirical evidence. The risk free rate is the interest rate for
Dutch government bonds.
rEcOGNiTiON Of prOViSiONS
Provisions are established for contingent liabilities when it is
probable that a past event has given rise to a present obligation
or loss and the amount can be reasonably estimated.
Management exercises judgment in evaluating the probability
that a loss will be incurred. The estimate of the amount of a
loss requires management judgment in the selection of a proper
calculation model and the specific assumptions related to the
particular exposure.
NOTE 4
fiNaNcial aNd iNSuraNcE riSkS
GENEral
As an insurance company, AEGON is in the ‘business of risk’
and as a result is exposed to a variety of risks. A description of
AEGON’s risk management and control systems is given below
on the basis of significant identified risks for us. 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 changes in mortality and
morbidity. However, AEGON’s largest 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 manages risk at local level where business is transacted,
based on principles and policies established at the Group level.
AEGON’s integrated approach to risk management involves

Note4

common measurement of risk and scope of risk coverage to
allow for aggregation of the Group’s risk position.
To manage its risk exposure, AEGON has risk policies in place.
Many of these policies are Group wide while others are specific
to the unique situation of local businesses. The Group level
policies limit the Group’s exposure to major risks such as equity,
interest rates, credit and currency. The limits in these policies in
aggregate remain within the Group’s overall tolerance for risk
and the Group’s financial resources. Operating within this policy
framework, AEGON employs risk management programs
including asset liability management (ALM) processes and
models, hedging programs (which are largely conducted via the
use of derivatives) and insurance programs (which are largely
conducted through 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 are also part
of the Group’s overall risk management.
AEGON operates a Derivative Use Policy and a Reinsurance Use
Policy to govern its usage of derivatives and reinsurance. These
policies establish the control, authorization, execution and
monitoring requirements of the usage of such instruments. In
addition, these policies stipulate necessary mitigation of credit
risk created through these derivatives and reinsurance risk
management tools. For derivatives, credit risk is normally
mitigated by requirements to post collateral via credit support
annex agreements. For reinsurance, credit risk is normally
mitigated by downgrade triggers allowing AEGON’s recapture
of business, funds withheld by treaties (when AEGON owns the
assets) and assets held in trust for the benefit of AEGON (in the
event of reinsurer insolvency).
As part of its risk management programs, AEGON takes
inventory of its current risk position across risk categories.
AEGON also measures the sensitivity of net income and
shareholders’ equity under both stochastic and deterministic
scenarios. Management uses the insight gained through these
’what if?’ scenarios to manage the Group’s risk exposure and
capital position. The models, scenarios and assumptions used
are reviewed regularly and updated as necessary.
Results of AEGON’s sensitivity analyses are presented
throughout this section to show the estimated sensitivity of net
income and shareholders’ equity to various scenarios. For each
type of market risk, the analysis shows how net income and
shareholders’ equity would have been affected by changes in the
relevant risk variable that were reasonably possible at the
reporting date. For each sensitivity test the impact of a
reasonably possible change in a single factor is shown. The
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analysis considers the interdependency between interest rates
and lapse behavior for products sold in the Americas where there
is clear evidence of dynamic lapse behavior. Management action
is taken into account to the extent that it is part of AEGON’s
regular policies and procedures, such as established hedging
programs. However, incidental management actions that would
require a change in policies and procedures are not considered.
Each sensitivity analysis reflects the extent to which the shock
tested would affect management’s critical accounting estimates
and judgment in applying AEGON’s accounting policies 1. Marketconsistent assumptions underlying the measurement of nonlisted assets and liabilities are adjusted to reflect the shock
tested. The shock may also affect the measurement of assets
and liabilities based on assumptions that are not observable in
the market. For example, a shock in interest rates may lead to
changes in the amortization schedule of DPAC or to increased
impairment losses on equity investments. Although
management’s short-term assumptions may change if there is
a reasonable change in a risk factor, long-term assumptions
will generally not be revised unless there is evidence that the
movement is permanent. This fact is reflected in the sensitivity
analyses provided below.
The accounting mismatch inherent in IFRS is also apparent in
the reported sensitivities. A change in interest rates has an
immediate impact on the carrying amount of assets measured at
fair value. However the shock will not have a similar effect on the
carrying amount of the related insurance liabilities that are
measured based on prudent assumptions or on management’s
long-term expectations. Consequently, the different
measurement bases for assets and liabilities lead to increased
volatility in IFRS net income and shareholders’ equity. AEGON has
classified a significant part of its investment portfolio as
’available for sale‘, which is one of the main reasons why the
economic shocks tested have a different impact on net income
than on shareholders’ equity. Unrealized gains and losses on
these assets are not recognized in the income statement but are
booked directly to the revaluation reserves in shareholders’
equity, unless impaired. As a result, economic sensitivities
predominantly impact shareholders’ equity but leave net income
unaffected. The effect of movements of the revaluation reserve
on capitalization ratios and capital adequacy are minimal.
AEGON's target ratio for the composition of its capital base is
based on shareholders' equity excluding the revaluation reserve.

The sensitivities do not reflect what the net income for the
period would have been if risk variables had been different
because the analysis is based on the exposures in existence at
the reporting date rather than on those that actually occurred
during the year. Nor are the results of the sensitivities intended
to be an accurate prediction of AEGON’s future shareholders’
equity or earnings. The analysis does not take into account
the impact of future new business, which is an important
component of AEGON’s future earnings. It also does not
consider all methods available to management to respond
to changes in the financial environment, such as changing
investment portfolio allocations or adjusting premiums and
crediting rates. Furthermore, the results of the analyses cannot
be extrapolated for wider variations since effects do not tend
to be linear. No risk management process can clearly predict
future results.
currENcy ExchaNGE raTE riSk
As an international group, AEGON is subject to foreign currency
translation risk. Foreign currency exposure exists when policies
are denominated in currencies other than the issuer’s
functional currency. Currency risk in the investment portfolios
backing insurance and investment liabilities is managed using
asset liability matching principles. Assets allocated to equity
are kept in local currencies to the extent shareholders’ equity
is required to satisfy regulatory and self-imposed capital
requirements. Therefore, currency exchange rate fluctuations
will affect the level of shareholders’ equity as a result of
translation of subsidiaries into euro, the Group’s presentation
currency. AEGON holds the remainder of its capital base
(convertible core capital securities, perpetual capital securities,
subordinated and senior debt) in various currencies in amounts
that are targeted to correspond to the book value of the
country units. This balancing mitigates currency translation
impacts on shareholders’ equity and leverage ratios. 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 segments in the
Americas and in the United Kingdom, the principal sources of
exposure from currency fluctuations are from the differences
between the US dollar and the euro and between the UK pound
and the euro. AEGON may experience significant changes in net
income and shareholders’ equity because of these fluctuations.

1 Please refer to note 3 for a description of the critical accounting estimates and judgments.
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AEGON operates a Currency Risk Policy under which direct
currency speculation or program trading by country units is not
allowed unless explicit approval has been granted by the Group
Risk and Capital Committee. Assets should be held in the
functional currency of the business written or hedged back to
that currency. Where this is not possible or practical, remaining
currency exposure is subject to documentation requirements

Note4

and limits are placed on the total exposure at both group level
and for individual country units.
Information on AEGON’s 3-year historical net income / (loss)
and shareholders’ equity in functional currency are shown in
the table below:

2010

2009

2008

Net income (loss)
AEGON Americas (in USD)

1,494

697

711

241

94

United Kingdom (in GBP)

72

8

84

New Markets (in EUR)

91

AEGON The Netherlands (in EUR)

(289)

(2,022)

(34)

Equity in functional currency
AEGON Americas (in USD)

21,335

17,586

10,617

AEGON The Netherlands (in EUR)

4,080

3,544

2,954

United Kingdom (in GBP)

2,469

2,168

1,200

New Markets (in EUR)

1,853

1,778

2,008

The exchange rates for US dollar and UK pound per euro for
each of the last five year-ends are set forth in the table below:

closing rates

2010

2009

2008

2007

2006

USD

1.34

1.44

1.39

1.47

1.32

GBP

0.86

0.89

0.95

0.73

0.67

AEGON Group companies’ foreign currency exposure from
monetary assets and liabilities denominated in foreign
currencies is not material.

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 as included
in the table below are due to the translation of subsidiaries
and joint-ventures in the consolidated financial statements.
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SENSiTiViTy aNalySiS Of NET iNcOmE aNd
SharEhOldErS’ EquiTy TO TraNSlaTiON riSk

movement of markets

Estimated approximate
effects on net income

1

Estimated approximate
effects on shareholders’
equity

2010
Increase by 15% of non-euro currencies relative to the euro

166

2,620

Decrease by 15% of non-euro currencies relative to the euro

(166)

(2,620)

2009
Increase by 15% of non-euro currencies relative to the euro

78

2,009

Decrease by 15% of non-euro currencies relative to the euro

(78)

(2,009)

1

The effect of currency exchange movements is reflected as a one-time shift up or down in the value of the non-euro currencies relative to the euro on
December 31.

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 cashflow profile of the liabilities can offset
this risk. For some AEGON country units, local capital markets
are not well developed, which prevents the complete matching
of assets and liabilities for those businesses. For some products,
cash flows are less predictable as a result of policyholder
actions that can be affected 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 by AEGON requiring
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 things, early
withdrawals may also require accelerated amortization of DPAC,
which in turn reduces net income.
During periods of sustained low interest rates, AEGON may not
be able to preserve margins as a result of minimum interest

rate guarantees and minimum guaranteed crediting rates
provided on policies. Also, investment earnings may be lower
because the interest earnings on new fixed-income investments
are likely to have declined with the market interest rates.
Mortgages 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 bearing lower interest rates. Accordingly,
net income declines as a result of a decrease in the spread
between returns on the investment portfolio and the interest
rates either credited to policyholders or assumed in reserves.
AEGON manages interest rate risk closely taking into account
all of the complexity regarding policyholder behavior and
management action. AEGON employs sophisticated interest
rate measurement techniques and actively uses derivatives
and other risk mitigation tools to closely manage its interest
rate risk exposure. AEGON operates an Interest Rate Risk policy
that limits the amount of interest rate risk to which the Group is
exposed. All derivative use is governed by AEGON’s Derivative
Use Policy.
The table that follows shows interest rates at the end of each
of the last five years.

2010

2009

2008

2007

2006

3-month US LIBOR

0.30%

0.25%

1.42%

4.70%

5.36%

3-month EURIBOR

1.01%

0.70%

2.89%

4.69%

3.73%

10-year US Treasury

3.29%

3.83%

2.22%

4.03%

4.70%

10-year Dutch government

3.15%

3.56%

3.54%

4.32%

3.97%
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The sensitivity analysis in the table below shows an estimate of
the effect of a parallel shift in the risk free yield curves on net
income and shareholders’ equity. Increases in interest rates
have a negative effect on shareholders’ equity and net income
in the current year because it results in unrealized losses on
investments that are carried at fair value. The rising interest
rates would also cause the fair value of the available-for-sale
bond portfolio to decline and the level of unrealized gains would
become too low to support recoverability of the full deferred
tax asset triggering an allowance charge to income. The
offsetting economic gain on the insurance and investment

parallel movement of yield curve

Note4

contracts is however not fully reflected in the sensitivities
because many of these liabilities are not measured at fair value.
Over time, the short-term reduction in net income due to rising
interest rates would be offset by higher net income in later
years, all else being equal. Therefore, rising interest rates are
not considered a long-term risk to the Group.
The sensitivity analysis reflects the assets and liabilities held
at year end. This does not necessarily reflect the risk exposure
during the year as significant events do not necessarily occur
on January 1.

Estimated approximate effects
on net income

Estimated approximate effects
on shareholders’ equity

2010
Shift up 100 basis points

(77)

(3,529)

(142)

3,432

Shift up 100 basis points

(270)

(3,820)

Shift down 100 basis points

(111)

3,463

Shift down 100 basis points
2009

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 equalling the return of principal and interest.
AEGON is exposed to credit risk on its general account fixedincome portfolio (debt securities, mortgages and private
placements), OTC derivatives and reinsurance contracts. Some
issuers have defaulted on their financial obligations for various
reasons, including bankruptcy, lack of liquidity, downturns in the
economy, downturns in real estate values, operational failure
and fraud. In the current weak economic environment, AEGON
incurred significant investment impairments on AEGON’s

investment assets due to defaults and overall declines in the
capital markets. Further excessive defaults or other reductions
in the value of these securities and loans could have a
materially adverse effect on AEGON’s business, results of
operations and financial condition.
The table that follows shows the Group’s maximum gross credit
exposure from investments (credit protection not taken into
account) in general account financial assets, as well as general
account derivatives and reinsurance assets. Please refer to note
48 and note 49 for further information on capital commitments
and contingencies and on collateral given, which may expose
the Group to credit risk.
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General account exposure
Shares

Exposure 2010

1

Debt securities – carried at fair value
Debt securities – carried at amortized cost

Exposure 2009

2,376

2,096

96,725

91,398

139

70

Money market and other short-term investments – carried at fair value

10,800

10,064

Mortgage loans – carried at amortized cost

23,781

21,525

Private loans – carried at amortized cost

829

760

Other loans – carried at amortized cost

3,093

3,283

Other financial assets – carried at fair value

2,661

2,430

Derivatives with positive values

5,722

4,428

Reinsurance assets

5,489

4,953

151,615

141,007

2010

2009

aT dEcEmBEr 31
1

Further information on equity risk is provided in section ‘equity market and other investment risk.

AEGON has entered into free-standing credit derivative
transactions (Single Tranche Synthetic CDOs and Single Name
Credit Default Swaps - CDSs). The positions outstanding at the
end of the year were:

cdOs and cdSs
Synthetic CDOs
CDSs

Notional
78
3,306

fair value

Notional

Fair
value

–

80

(6)

(6)

989

(11)

AEGON USA unwound significantly all of its synthetic CDO
positions during 2009. For a fee, AEGON USA had taken credit
exposure on a credit index, i.e. super-senior tranches of the CDX
index, via a synthetic collateralized debt obligation program
(synthetic CDO).

AEGON has issued the Swaps under an ISDA Master Agreement
requiring collateralization of the Swap’s market value. The
amount of collateral to be posted by AEGON is subject to a
threshold of EUR 15 million, provided AEGON maintains it
current credit rating.

In August 2007, the Canadian asset backed commercial paper
markets froze, which ultimately resulted in a restructuring of
the Asset Backed Commercial Paper (ABCP) into long term
asset backed notes. The restructuring required AEGON to
restructure its EUR 113 million notional liquidity facility
agreement backing the original ABCP. To restructure the
liquidity facility, AEGON entered into swaps (the “Swaps”) that
are linked to three collaterilized debt obligations comprising the
assets within the liquidity facility backed ABCP (the “CDO”). The
three CDOs are as follows:

The Swaps exposure to the CDO will be reduced by a
proportionate share of the assets that supported the original
ABCP and from additional funding sources negotiated as part of
the ABCP restructuring (the “Margin”). The market value of the
Margin allocated to the Swaps is EUR 403 million. If losses
attached to any of the CDO that exceeds the fair value of the
Margin, then AEGON will recognize a loss on its Swaps. AEGON
considers it remote that a loss will be incurred due to the
attachment point on the tranches and the amount of Margin.

15%-30% tranche of a bespoke CDO (EUR 957 million

The Swaps also incorporate the unwind triggers that were built
into the restructured long term notes. The triggers are defined

notional) maturing 6/20/2013
30%-60% tranche of the CDX.IG.6 index (EUR 766 million
notional) maturing 6/20/2016
30%-60% tranche of the CDX.IG.7 index (EUR 287 million
notional) maturing 12/20/2016

by a matrix based on credit losses and credit spreads related to
the underlying CDX.IG.7. If a trigger event occurs, AEGON will
have the option to continue with the existing Swaps, settle the
market value of the Swaps, or terminate the Swaps and enter
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directly into the reference CDO while taking ownership of a
proportionate share of the Margin.
AEGON manages credit risk exposure by individual
counterparty, sector and asset class, including cash positions.
Normally, AEGON mitigates credit risk in derivative contracts
by entering into collateral agreements, where practical, and in
ISDA master netting agreements for each of AEGON’s legal
entities to facilitate AEGON’s right to offset credit risk exposure.
Main counterparties to these transactions are investment banks
which are typically rated A or higher. The credit support
agreement will normally dictate the threshold over which
collateral needs to be pledged by AEGON or its counterparty.
Transactions requiring AEGON or its counterparty to post
collateral are typically the result of OTC derivative trades,
comprised mostly of interest rate swaps, currency swaps, and
credit swaps. Collateral received is mainly cash (USD and EUR).
The Credit Support Agreements that outline the acceptable
collateral require high quality instruments to be posted. Nearly
all securities received as collateral are US Treasuries or US
Agency bonds. In 2009 and 2010 AEGON did not take
possession of collateral or call on other credit enhancements.
The credit risk associated with financial assets subject to a
master netting agreement is eliminated only to the extent that
financial liabilities due to the same counterparty will be settled
after the assets are realized.
The extent to which the exposure to credit risk is reduced
through a master netting agreement may change substantially
within a short period of time because the exposure is affected
by each transaction subject to the arrangement. AEGON may
also mitigate credit risk in reinsurance contracts by including
down-grade clauses that allow the recapture of business,

Note4

retaining ownership of assets required to support liabilities
ceded or by requiring the reinsurer to hold assets in trust.
For the resulting net credit risk exposure, AEGON employs
deterministic and stochastic credit risk modelling in order
to assess the Group’s credit risk profile, associated earnings
and capital implications due to various credit loss scenarios.
AEGON operates a Credit Name Limit Policy under which limits
are placed on the aggregate exposure that it has to any one
counterparty. Limits are placed on the exposure at both group
level and individual country units. The limits also vary by a
rating system, which is a composite of the main rating agencies
(S&P, Moody’s and Fitch) and AEGON’s internal rating of the
counterparty. If an exposure exceeds the stated limit, then
the exposure must be reduced to the limit for the country unit
and rating category as soon as possible. Exceptions to these
limits can only be made after explicit approval from AEGON’s
Group Risk and Capital Committee (GRCC). The policy is
reviewed regularly.
At December 31, 2010, there were two violations of the Credit
Name Limit Policy at the group level, both of which have
received exemption from GRCC.
Under the Credit Name Limit Policy, AEGON’s largest credit
exposures are to JPMorgan, ING, Barclays, Rabobank and Bank
of America. AEGON had large investments in sovereign backed
assets, the largest being in the UK, Germany, The Netherlands,
France and the USA, but AAA rated sovereign assets are
excluded from the policy.
AEGON Group level long-term counterparty exposure limits
at the end of 2010 are as follows:

credit rating
In EUR million

Group Limit

AAA

900

AA

900

A

600

BBB

400

BB

200

B

125

CCC or lower

50
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and split by assets that are valued at fair value and assets
that are valued at amortized cost. Disclosure of ratings follows
a hierarchy of S&P, Moody’s, Fitch, internal and National
Association of Insurance Commissioners (NAIC).

Credit rating
The ratings distribution of general account portfolios of
AEGON’s major country units, excluding reinsurance assets, are
presented in the table that follows, organized by rating category

credit rating general
account investments
excluding reinsurance
assets
Sovereign exposure
AAA

Americas

Amort
cost

Fair
value

The Netherlands

United Kingdom

Amort
cost

Amort
cost

Fair
value

Fair
value

New Markets

Amort
cost

Total 2010 1

Fair
value

Amort
cost

Fair
value

–

4,554

92

9,339

–

1,635

–

56

92

15,584

666

13,893

289

2,633

–

355

–

186

955

17,361
12,459

AA

3,597

8,818

466

1,650

–

1,435

33

559

4,096

A

3,388

25,707

304

3,416

–

3,812

50

624

3,742

33,562

BBB

726

19,602

50

1,149

–

1,717

39

511

815

22,979

BB

396

2,576

38

228

–

162

33

16

467

2,982
1,365

B
CCC or lower
Assets not rated

Total
Past due and / or impaired
assets

aT dEcEmBEr 31
1

7

1,284

11

50

–

27

6

4

24

25

673

–

22

–

–

–

3

25

698

2,180

4,075

14,126

5,137

9

61

478

83

16,793

9,585

10,985

81,182

15,376

23,624

9

9,204

639

2,042

27,009

116,575

427

1,309

254

343

–

56

153

–

834

1,708

11,412

82,491

15,630

23,967

9

9,260

792

2,042

27,843

118,283

Includes investments of Holding and other activities.

credit rating general
account investments
excluding reinsurance
assets
Sovereign exposure
AAA

Americas

The Netherlands

United Kingdom

Fair
value

Amort
cost

Fair
value

Amort
cost

Fair
value

Amort
cost

Fair
value

–

4,719

240

8,851

–

610

–

742

14,937

276

3,674

–

349

–

Amort
cost

New Markets

Total 2009 1

Amort
cost

Fair
value

291

240

15,519

151

1,018

19,733

AA

3,587

6,032

405

2,649

–

1,055

8

201

4,000

9,934

A

3,858

20,578

390

3,058

–

3,756

49

595

4,297

27,987

BBB

918

18,370

1

1,392

–

1,785

211

744

1,130

22,291

BB

234

2,769

37

471

–

183

21

12

292

3,435

B

104

1,168

14

200

–

24

10

3

128

1,395

56

947

2

62

–

24

–

8

58

1,041

2,066

3,944

11,365

3,707

11

53

241

44

13,683

8,005

11,565

73,464

12,730

24,064

11

7,839

540

2,049

24,846

109,340

413

715

245

286

–

67

135

5

793

1,073

11,978

74,179

12,975

24,350

11

7,906

675

2,054

25,639

110,413

CCC or lower
Assets not rated

Total
Past due and / or impaired
assets

aT dEcEmBEr 31
1

Includes investments of Holding and other activities.
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The following table shows the credit quality of the gross
balance sheet positions for general account reinsurance assets
specifically:
Carrying value
2009

carrying value
2010
AAA

10

214

AA

3,565

3,455

A

1,282

638

Below A

16

156

616

490

5,489

4,953

Not rated

aT dEcEmBEr 31

Credit risk concentration
The tables that follow present specific credit risk concentration
information for general account financial assets.

credit risk concentrations – debt
securities and money market
investments

Americas

The
Netherlands

ABSs – Collateralized Bond Obligations
(CBOs)

United
Kingdom

New
Markets

Of which past
due and /
Total
or impaired
2010 1
assets

692

754

–

–

1,446

43

ABSs – Housing related

1,457

–

433

185

2,075

254

ABSs – Credit cards

2,123

134

–

–

2,257

–

ABSs – Other

1,983

178

897

19

3,077

78

Residential mortgage backed securities

4,129

1,362

–

1

5,492

703

Commercial mortgage backed securities

6,725

3

371

2

7,101

6

Financial - Banking

5,872

3,312

1,421

350

11,244

76

Financial - Other

14,762

375

1,163

125

16,429

42

Industrial

27,240

1,995

2,092

197

31,524

57

Utility

5,856

360

1,092

115

7,423

11

Sovereign exposure

6,749

10,032

1,729

1,086

19,596

1

aT dEcEmBEr 31

77,588

18,505

9,198

2,080

107,664

1,271

1

Includes investments of Holding and other activities.

credit risk concentrations –
mortgages

Americas

The
Netherlands

United
Kingdom

New
Markets

Agricultural

Of which past
due and /
Total
or impaired
2010 1
assets

387

–

–

–

387

Apartment

1,640

–

–

–

1,640

67

Industrial

1,500

–

–

–

1,500

106

Office

3,398

37

–

–

3,435

63

Retail

1,907

25

–

–

1,932

78

373

7

–

–

380

24

60

14,076

–

371

14,507

399

9,265

14,145

–

371

23,781

824

Other commercial
Residential

aT dEcEmBEr 31
1

Includes investments of Holding and other activities.
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credit risk concentrations – debt
securities and money market
investments

Americas

The
Netherlands

ABSs – Collateralized Bond Obligations
(CBOs)

United
Kingdom

New
Markets

Of which past
due and /
Total
or impaired
2009 1
assets

595

655

–

–

1,250

28

ABSs – Housing related

1,341

–

219

60

1,620

85

ABSs – Credit cards

2,615

374

–

–

2,989

–

ABSs – Other

2,075

237

793

–

3,105

15
236

Residential mortgage backed securities

3,581

1,641

15

2

5,239

Commercial mortgage backed securities

5,514

22

314

125

5,975

9

Financial - Banking

5,679

3,668

1,491

411

11,871

93

Financial - Other

12,078

455

1,077

103

13,713

93

Industrial

117

24,324

2,077

2,161

184

28,746

Utility

5,259

387

1,100

74

6,820

9

Sovereign exposure

6,515

10,868

682

1,090

20,203

4

aT dEcEmBEr 31

69,576

20,384

7,852

2,049

101,531

689

1

Includes investments of Holding and other activities.

credit risk concentrations –
mortgages

Americas

The
Netherlands

Agricultural

United
Kingdom

New
Markets

Of which past
due and /
Total
or impaired
2009 1
assets

498

25

–

–

523

136

Apartment

1,731

–

–

–

1,731

55

Industrial

1,789

–

–

–

1,789

89

Office

3,728

48

–

–

3,776

93

Retail

1,756

19

–

–

1,775

34

402

33

–

–

435

6

65

11,157

–

274

11,496

371

9,969

11,282

–

274

21,525

784

Other commercial
Residential

aT dEcEmBEr 31
1

Includes investments of Holding and other activities.

The fair value of AEGON Americas commercial mortgage
portfolio as per December 31, 2010 amounts to EUR 9,317 million
(2009: EUR 9,338 million). The loan to value (LTV) amounts to
about 66% (2009: 65%). 2.68% (2009: 2.48%) of the portfolio
is in delinquency (defined as 60 days in arrears). In 2010 we
recognized impairments of EUR 67 million on this portfolio.
AEGON foreclosed upon, or recovered EUR 169 million of real
state. The impairments associated with these loans amounted
to EUR 13 million.
The fair value of AEGON The Netherlands mortgage portfolio
as per December 31, 2010 amounts to EUR 14,668 million
(2009: EUR 11,476 million). The LTV amounts to about 93%

(2009: 95%). A significant part of the portfolio (52%; 2009:
51%) is government guaranteed. 0.8% (2009: 1.0%) of the
portfolio is in delinquency (defined as 60 days in arrears).
There were no significant impairments during 2009 and 2010.
Historical defaults of the portfolio have been between 2 and 9
basis points per year.
Included in the debt securities and money market
investments are EUR 139 million of assets that have been
classified as held-to-maturity and are therefore carried at
amortized cost (2009: EUR 70 million). Of the EUR 139 million
assets held-to-maturity, EUR 29 million are government bonds
(2009: EUR 11 million) and EUR 110 million is corporate exposure
(2009: EUR 59 million).
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addiTiONal iNfOrmaTiON ON crEdiT cONcENTraTiON
iN cErTaiN SEcTOrS
Government bond investments
Included in AEGON’s sovereign investments are exposures to
central governments of the European peripheral countries of
Portugal, Italy, Ireland, Greece and Spain. The table below
provides the amortized cost and fair value of our exposure
to central government of these countries.
amortized cost
2010
Portugal
Italy
Ireland
Greece

amortized cost
2009

fair value
2009

33

32

56

58

114

112

138

143

37

32

135

138

58

45

94

92

1,008

904

1,769

1,784

1,250

1,125

2,192

2,215

Spain

aT dEcEmBEr 31

fair value
2010

aEGON americas Exposure 1

2010

2009

ABSs – Housing related

1,457

1,341

Residential mortgage backed securities (RMBS)

4,129

3,581

Commercial mortgage backed securities (CMBS)

6,725

5,514

Level III

Total
2009

1

Exposures include past due and impaired assets.

The fair values of these instruments were determined as follows:

Level II

Level III

Total
2010

Level II

ABSs – Housing related

1,294

163

1,457

1,125

216

1,341

RMBS

3,430

699

4,129

2,429

1,152

3,581

CMBS

6,575

150

6,725

5,350

164

5,514

hOuSiNG rElaTEd aBS
AEGON Americas holds EUR 1,457 million (2009: EUR 1,341
million) of Housing related ABS securities of which AEGON USA
holds EUR 1,448 million (2009: EUR 1,319 million). The unrealized
loss on the AEGON USA Housing related ABS securities
amounts to EUR 312 million (2009: EUR 629 million).
Housing related ABS securities are secured by pools of
residential mortgage loans primarily those which are
categorized as subprime. The unrealized loss is primarily due to
decreased liquidity and increased credit spreads in the market
combined with significant increases in expected losses on loans
within the underlying pools. Expected losses within the
underlying pools are generally higher than original
expectations, primarily in certain later-vintage adjustable rate
mortgage loan pools, which has led to some rating downgrades
in these securities.

ABS – Subprime mortgage exposure
AEGON USA does not currently invest in or originate whole loan
residential mortgages. AEGON USA categorizes asset backed
securities issued by a securitization trust as having subprime
mortgage exposure when the average credit score of the
underlying mortgage borrowers in a securitization trust is
below FICO score 660 at issuance. AEGON USA also categorizes
asset backed securities issued by a securitization trust with
second lien mortgages as subprime mortgage exposure, even
though a significant percentage of second lien mortgage
borrowers may not necessarily have credit scores below FICO
score 660 at issuance. As of December 31, 2010, the amortized
cost of investments backed by subprime mortgage loans was
EUR 1,610 million (2009: EUR 1,805 million) and the market
value was EUR 1,302 million (2009: EUR 1,202 million).
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The following table provides the amortized costs of the ABS
subprime mortgage exposure by quality and vintage. Disclosure
of ratings follows a hierarchy of S&P, Moody’s, Fitch, internal
and NAIC.
amortized cost by quality and vintage

Pre-2005

AAA

AA

A

BBB

< BBB

Total

Of which
insured
60

283

33

12

6

31

365

2005

91

33

20

–

3

147

–

2006

14

–

–

7

51

72

11

2007

27

100

–

2

63

192

100

2008

–

18

–

–

–

18

18

415

184

32

15

148

794

189

Total subprime mortgages - fixed
rate
Pre-2005

17

4

–

1

40

62

31

2005

54

38

–

20

13

125

–

2006

7

45

–

3

72

127

11

2007

4

17

–

6

99

126

20

2008

–

15

–

–

–

15

15

Total subprime mortgages - floating
rate

82

119

–

30

224

455

77

Pre-2005

41

4

7

24

10

86

42

2005

–

–

–

25

10

35

35

2006

–

1

10

–

60

71

71

2007

–

4

–

–

165

169

169

41

9

17

49

245

361

317

538

312

49

94

617

1,610

583

Total second lien mortgages
aT dEcEmBEr 31, 2010
1

1

Second lien collateral primarily composed of loans to prime and Alt-A borrowers.
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Comparative information on subprime ABS mortgage exposure
by quality and vintage - 2009 figures:
amortized cost by quality and Vintage
AAA

AA

A

BBB

< BBB

Total

Of which
insured
82

Pre-2005

314

36

9

–

42

401

2005

118

8

19

–

3

148

–

2006

15

–

–

7

69

91

17

2007

124

–

–

2

85

211

96

2008

17

–

–

–

–

17

17

588

44

28

9

199

868

212

Pre-2005

17

19

2

13

17

68

30

2005

60

40

–

19

13

132

–

2006

11

46

–

3

87

147

–

2007

14

15

–

–

126

155

17

2008

16

–

–

–

–

16

16

118

120

2

35

243

518

63

51

8

8

27

8

102

47

–

–

–

27

13

40

40

2006

–

4

9

8

51

72

72

2007

6

–

–

–

199

205

204

57

12

17

62

271

419

363

763

176

47

106

713

1,805

638

Total subprime mortgages fixed rate

Total subprime mortgages floating rate
Pre-2005
2005

Total second lien mortgages 1
aT dEcEmBEr 31, 2009
1

Second lien collateral primarily composed of loans to prime and Alt-A borrowers.

Additionally, AEGON USA has exposure to ABS collateralized by
manufactured housing loans. The market value of these securities
is EUR 125 million (2009: EUR 122 million) with an amortized
cost balance of EUR 132 million (2009: EUR 135 million). All but
three positions have vintages of 2003 or prior. These amounts
are not included in AEGON’s subprime mortgage exposure
tables above.
Where credit events may be impacting the unrealized losses,
cash flows are modelled using effective interest rates. AEGON
did not consider those securities to be impaired. Refer to note 3
for details on the pricing process.
Residential mortgage backed securities
AEGON USA holds EUR 4,121 million (2009: EUR 3,572 million)
of RMBS. RMBS are securitizations of underlying pools of noncommercial mortgages on real estate. The underlying residential
mortgages have varying credit ratings and are pooled together
and sold in tranches. The Group’s RMBS mainly includes

government sponsored enterprise (GSE) guaranteed
passthroughs, whole loan passthroughs, Alt-A MBS and negative
amortization MBS.
All RMBS securities are monitored and reviewed on a monthly
basis with detailed modeling completed on each portfolio
quarterly. Model output is generated under base and several
stress-case scenarios. RMBS asset specialists utilize modeling
software to perform a loan-by-loan, bottom-up approach to
modeling. Models incorporate external loan-level analytics to
identify the riskiest securities. The results from the models
are then closely analyzed by the asset specialist to determine
whether or not a principal or interest loss is expected to occur.
Positions are impaired to fair value where loss events have
taken place (or are projected to take place on structured
securities) that would affect future cash flows. The tables
below summarize the credit quality of these securities based
on a hierarchy of S&P, Moody's, Fitch, internal and NAIC of
the RMBS portfolio.
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The unrealized loss on RMBS is EUR 457 million which relates
to positions of AEGON USA. The pace of deterioration continued
in early 2009, but began to stabilize in late 2009 and continued
to stabilize in 2010. Even with the stabilization, fundamentals
in RMBS securities continue to be weak which impacts the
magnitude of the unrealized loss. Delinquencies and severities
in property liquidations remain at an elevated level.

AAA
GSE guaranteed
Prime Jumbo
Alt-A
Negative amortization floaters

AA

Prepayments remain at historically low levels. Due to the weak
fundamental situation, reduced liquidity, and the requirement
for higher yields due to market uncertainty, credit spreads
remain elevated across the asset class. In addition, a high
percentage of the RMBS portfolio is comprised of floating
rate securities, which has resulted in higher unrealized losses
relative to fixed rate securities but not necessarily in higher
default losses.

A

BBB

<BBB

Total
amortized cost

Total
fair value

1,859

–

–

–

–

1,859

1,884

122

22

120

13

177

454

418

71

12

–

27

619

729

701

171

49

43

66

865

1,194

821

Reverse mortgage floaters

103

–

–

239

–

342

297

aT dEcEmBEr 31, 2010

2,326

83

163

345

1,661

4,578

4,121

–

–

–

1

10

11

11

Total
amortized cost

Total
fair value

Of which insured

SSNR
GSE guaranteed

1

SNR

2

MEZZ

3

SSUP

4

–

1,859

–

–

1,859

1,884

Prime Jumbo

196

230

19

9

454

418

Alt-A

493

233

2

1

729

701

1,140

24

7

23

1,194

821

Reverse mortgage floaters

–

342

–

–

342

297

aT dEcEmBEr 31, 2010

1,829

2,688

28

33

4,578

4,121

–

1

–

10

11

11

AAA

AA

A

BBB

<BBB

Total
amortized cost

Total
fair value

1,464

–

–

–

–

1,464

1,487

Negative amortization floaters

Of which insured
1
2
3
4

SSNR – super senior
SNR – senior
MEZZ – mezzanine
SSUP – senior support

GSE guaranteed
Prime Jumbo

281

16

10

6

203

516

404

Alt-A

151

12

17

–

682

862

667

Negative amortization floaters

283

44

62

91

882

1,362

722

Reverse mortgage floaters

350

–

–

–

–

350

292

2,529

72

89

97

1,767

4,554

3,572

–

–

13

1

30

44

8

aT dEcEmBEr 31, 2009
Of which insured
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SSNR
GSE guaranteed

1

–

SNR

2

MEZZ

SSUP

3

4

1,464

–

–

Total
amortized cost

Total
fair value

1,464

1,487

Prime Jumbo

222

256

21

17

516

404

Alt-A

586

272

3

1

862

667

1,273

26

7

56

1,362

722

–

350

–

–

350

292

2,081

2,368

31

74

4,554

3,572

–

1

–

43

44

8

Negative amortization floaters
Reverse mortgage floaters

aT dEcEmBEr 31, 2009
Of which insured
1
2
3
4

SSNR – super senior
SNR – senior
MEZZ – mezzanine
SSUP – senior support

Alt-A Mortgage Exposure
AEGON USA’s RMBS exposure includes exposure to securitized
home equity loans (Alt-A positions). This portfolio totals
EUR 701 million at December 31, 2010 (2009: EUR 667 million).
Net unrealized losses amount to EUR 28 million at December 31,
2010 (2009: EUR 195 million). Alt-A loans are made to
borrowers whose qualifying mortgage characteristics do not
meet the standard underwriting criteria established by the
GSEs. The typical Alt-A borrower has a credit score high enough
to obtain an ’A‘ standing, which is especially important since the

score must compensate for the lack of other necessary
documentation related to borrower income and / or assets.
AEGON’s investments in Alt-A mortgages are in the form of
mortgage backed securities. AEGON's Alt-A investments are
primarily backed by loans with fixed interest rates for the
entire term of the loan. The tables below summarize the credit
quality of the underlying loans backing the securities and the
vintage year.

2009

2010
Amortized
cost

%

Amortized
cost

%

AAA

71

9.7%

151

17.5%

AA

12

1.7%

12

1.4%
2.0%

rating

A

–

–

17

BBB

27

3.7%

–

–

<BBB

619

84.9%

682

79.1%

aT dEcEmBEr 31

729

100.0%

862

100.0%

2009

2010
Amortized
cost

%

Amortized
cost

%

76

10.4%

69

8.0%

2005

108

14.8%

131

15.2%

2006

163

22.4%

187

21.7%

2007

265

36.4%

324

37.6%

2008

117

16.0%

151

17.5%

aT dEcEmBEr 31

729

100.0%

862

100.0%

Vintage
Prior 2005
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Negative Amortization (option ARMs) Mortgage Exposure
As part of AEGON USA’s RMBS Exposure, AEGON USA
holds EUR 821 million of Negative Amortization Floaters
(2009: EUR 722 million), net unrealized losses on this
portfolio amount to EUR 373 million at December 31, 2010
(2009: EUR 640 million). Negative Amortization Floaters
(also known as option ARMs) are loans whereby the payment
made by the borrower is less than the accrued interest due and
the difference is added to the loan balance. When the accrued
balance of the loan reaches the negative amortization limit
(typically 110% to 125% of the original loan amount), the loan
recalibrates to a fully amortizing level and a new minimum
payment amount is determined. The homeowner’s new

minimum payment amount can be significantly higher than
the original minimum payment amount. The timing of when
these loans reach their negative amortization cap will vary,
and is a function of the accrual rate on each loan, the minimum
payment rate on each loan and the negative amortization
limit itself. Typically, these loans are estimated to reach their
negative amortization limit between three and five years
from the date of origination.
AEGON’s exposure to Negative Amortization Floaters
is primarily to super-senior securities. The following table
provides the market values of the Negative Amortization
(Option ARMs) exposure by rating and by vintage.

2009

2010
Amortized
cost

%

Amortized
cost

%

171

14.3%

283

20.8%

AA

49

4.1%

44

3.2%

A

43

3.6%

62

4.6%

rating
AAA

BBB

66

5.5%

91

6.7%

<BBB

865

72.5%

882

64.7%

1,194

100.0%

1,362

100.0%

aT dEcEmBEr 31

2009

2010
Amortized
cost

%

Amortized
cost

%

33

2.8%

37

2.7%

2005

381

31.9%

427

31.4%

2006

466

39.0%

538

39.5%

2007

289

24.2%

319

23.4%

2008

25

2.1%

41

3.0%

1,194

100.0%

1,362

100.0%

Vintage
Prior 2005

aT dEcEmBEr 31
Commercial mortgage backed securities
AEGON USA holds EUR 6,700 million (2009: EUR 5,482 million)
of CMBS. The unrealized loss on CMBS is EUR 56 million
(2009: EUR 878 million). The underlying mortgages have
varying risk characteristics and are pooled together and sold
in different rated tranches. The Group’s CMBS include conduit,
large loan, single borrower, commercial real estate collateral
debt obligations (CRE CDOs), government agency, and franchise
loan receivable trusts.

The total gross unrealized loss on CMBS of AEGON USA is
EUR 305 million, and the total net unrealized loss on CMBS
of AEGON USA is EUR 56 million. Over the past 24 months,
the commercial real estate market experienced a deterioration
in property level fundamentals, which has led to an increase
in CMBS loan-level delinquencies. The introduction of the 20%
and 30% credit enhanced classes within the 2005-2008 vintage
deals provide some offset to these negative fundamentals.
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Despite advancements in the availability of financing for
commercial real estate, as evidenced by the gradual reopening
of the CMBS markets, the lending market remains limited as
lenders continue to be more conservative with underwriting
standards. Moreover, property transactions have increased but

Note4

still remain low relative to historical standards. While liquidity
has improved within the CMBS market, a broad re-pricing of risk
has kept credit spreads across the subordinate CMBS tranches
at wide levels.

cmBS exposure by quality

AAA

AA

A

BBB

< BBB

Total
amortized
cost

CMBS

5,068

637

583

152

169

6,609

6,618

30

20

35

15

47

147

82

5,098

657

618

167

216

6,756

6,700

4,520

681

477

306

219

6,203

5,418

72

48

13

24

–

157

64

4,592

729

490

330

219

6,360

5,482

CMBS and CRE CDOs

aT dEcEmBEr 31, 2010
CMBS
CMBS and CRE CDOs

aT dEcEmBEr 31, 2009

pools of credit cards receivables, auto financing loans, small
business loans, bank loans and other receivables. The underlying
assets have varying credit ratings and are pooled together and
sold in tranches. See the table below for the breakdown of the
non housing ABS exposure of AEGON USA.

aEGON uSa aBS - NON hOuSiNG ExpOSurE
AEGON USA holds EUR 4,715 million (2009: EUR 5,216 million)
of non-housing related ABS, net unrealized losses on this
portfolio amount to EUR 204 million at December 31, 2010
(2009: EUR 496 million). These are securitizations of underlying

Credit cards

Total fair
value

AAA

AA

A

BBB

< BBB

Total
amortized
cost

Total fair
value

1,145

97

249

504

10

2,005

2,044

Autos

395

77

–

–

93

565

574

14

62

60

436

335

Small business loans

180

120

CDOs backed by ABS, Corp. Bonds,
Bank loans

314

377

16

19

40

766

691

Other ABS

508

156

170

76

237

1,147

1,071

2,542

827

449

661

440

4,919

4,715
2,548

aT dEcEmBEr 31, 2010
Credit cards

1,227

382

355

609

14

2,587

Autos

304

87

106

41

188

726

725

Small business loans

414

9

11

31

–

465

322

CDOs backed by ABS, Corp. Bonds,
Bank loans

413

208

42

19

37

719

596

Other ABS

551

124

299

187

54

1,215

1,025

2,909

810

813

887

293

5,712

5,216

aT dEcEmBEr 31, 2009
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The fair values of AEGON USA’s ABS- non housing instruments
were determined as follows:
2010
ABSs – non housing

Level II

Level III

Total

3,324

1,391

4,715

2009
ABSs – non housing

Small business loans
The unrealized loss in the small business loan ABS portfolio is
a function of decreased liquidity and increased spreads as new
issuance within this sector has come to a halt. Additionally,
delinquencies and losses in the collateral pools within AEGON’s
small business loan securitizations have increased since 2007,
as a result of the overall economic slowdown which has resulted
in decreased sales and profits at small businesses nationwide.
Banks and finance companies have also scaled back their
lending to small businesses.
AEGON’s small business loan ABS portfolio is concentrated in
senior note classes (99% of par value). In addition to credit
enhancement provided by the excess spread, reserve account,
and over-collateralization, AEGON’s positions are also
supported by subordinated note classes. AEGON’s small
business loan ABS portfolio is also primarily secured by
commercial real estate (99% of par value), with the original
LTV of the underlying loans typically ranging between 60-70%.
ABS - CDOs
ABS-CDOs are primarily secured by pools of corporate bonds
and leveraged bank loans. The unrealized loss is a function of
decreased liquidity and increased credit spreads in the market
for structured finance and monoline guaranteed securities.
Where there have been rating downgrades to below investment
grade, the individual bonds have been modeled using the
current collateral pool and capital structure.
Other ABS
ABS-other includes debt issued by securitization trusts
collateralized by various other assets including student loans,
timeshare loans, franchise loans and other asset categories.
The unrealized losses are a function of decreased liquidity
and increased credit spreads in the market. Over 98% of
the securities in an unrealized loss in this section are rated
investment grade. Where ratings have declined to below

Level II

Level III

Total

3,948

1,268

5,216

investment grade, the individual bonds have been modeled to
determine if cash flow models indicate a credit event will impact
future cash flows and resulting impairments have been taken.
fiNaNcial
Financial – Banking
AEGON holds EUR 11,244 million (2009: EUR 11,871 million) of
bonds issued by banks. The net unrealized loss on these bonds
amount to EUR 386 million (2009: EUR 799 million). The capital
bases of banks and other financial firms have been strained as
they are forced to retain assets on their balance sheets that
had previously been securitized and to write down certain
mortgage-related and corporate credit-related assets. Financial
companies within AEGON’s financial sector are generally high
in credit quality, and as a whole represent a large portion of
the corporate debt market. The financial sector has seen a large
impact to valuations from the broader market volatility given
it is a focal point of the current concerns. Governments across
the world have attempted to stabilize market liquidity and
investor confidence via extraordinary measures, including
providing substantial support to banks and insurance companies.
ExpOSurE TO capiTal SEcuriTiES iN ThE BaNkiNG
SEcTOr
The value of AEGON’s investments in deeply subordinated
securities in the financial services sector may be significantly
impacted if the issuers of such securities exercise the option to
defer payment of optional coupons or dividends, are forced to
accept government support or intervention, or grant majority
equity stakes to their respective governments. These securities
are broadly referred to as capital securities which can be
categorized as Trust Preferred, Hybrid, Tier 1 or Upper Tier 2.
The ‘Trust Preferred’ category is comprised of capital securities
issued by U.S.-based financial services entities where the capital
securities typically have an original maturity of 30 years
(callable after 10 years) and generally have common structural
features, including a cumulative coupon in the event of deferral.

SHARPENING OUR FOCUS

137

138

Note4

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS OF AEGON N.V.

The ‘Hybrid’ category is comprised of capital securities issued
by financial services entities which typically have an original
maturity of more than 30 years and may be perpetual.
In addition, Hybrids have other features that may not be
consistent across issues such as a cumulative or noncumulative coupon, capital replacement and an alternative
payment mechanism, and could also be subordinate to the
traditional Trust Preferred in the Group’s capital structure.

Capital securities categorized as ‘Tier 1’ are issued by non-US
banks and are perpetual with a non-cumulative deferrable
coupon. Capital securities categorized as ‘Upper Tier 2’ are
also issued by non-US banks but these positions are generally
perpetual where the deferrable coupon is cumulative.
The follow table highlights AEGON’s credit risk to capital
securities within the banking sector:

Americas

The
Netherlands

United
Kingdom

New
Markets

Total
cost price

Total
fair value

Hybrid

183

–

38

1

222

196

Trust Preferred

566

–

50

–

616

495

Tier 1

480

195

490

48

1,213

1,038

Upper Tier 2

aT dEcEmBEr 31, 2010

673

63

136

7

879

718

1,902

258

714

56

2,930

2,447

Hybrid

228

–

31

1

260

205

Trust Preferred

575

–

41

–

616

462

Tier 1

729

255

600

90

1,674

1,328

Upper Tier 2

aT dEcEmBEr 31, 2009

667

67

248

7

989

759

2,199

322

920

98

3,539

2,754

Financial Other
The unrealized losses in the brokerage, insurance and other
finance sub-sector primarily reflect general spread widening
on financial services companies (due to broad housing,
mortgage market, equity market and economic issues plus
increased liquidity and capital markets concerns).

EUR 427 million of bonds (2009: EUR 381 million) in the
EUR 1.3 billion subprime portfolio (2009: EUR 1.2 billion).
Expected claims against the monolines amount to EUR 122
million (2009: EUR 160 million), although an insolvency by one
of the monolines could create significant market price volatility
for the affected holdings.

Monoline exposure
About EUR 1.4 billion of the bonds in AEGON USA’s portfolio are
insured by monoline insurers (2009: EUR 1.7 billion), of which

The following table breaks down bonds in AEGON USA’s portfolio
that are insured by monoline insurers. The disclosure by rating
follows a hierarchy of S&P, Moody’s, Fitch, internal and NAIC.

2009

2010

Bonds insured by monoline insurers

Cost price

Fair value

Cost price

Fair value

AAA

116

114

439

343

AA

354

301

51

45

<AA

912

741

1,171

829

1,382

1,156

1,661

1,217

aT dEcEmBEr 31

The rating that is provided by the rating agencies on these
guaranteed bonds is the higher of the guarantor’s rating or
the rating of the underlying bond itself.
Of the EUR 1,382 million (2009: EUR 1,661 million) indirect
exposure on the monoline insurers, 35% relates to MBIA,

24% to AMBAC, 10% to FGIC and 15% to FSA (2009: 35%
related to MBIA, 29% to AMBAC, 9% to FGIC and 14% to FSA).
Of the remaining 16% (2009: 13%), no individual monoline
insurer represents more than 10% of the total wrapped
portfolio.
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In addition to its indirect exposure via wrapped bonds, AEGON
USA also has direct exposure of EUR 8 million (2009: EUR 38
million) via holdings in monoline insurers and derivative
counterparty exposure where monoline insurers are AEGON’s
counterparty. Of AEGON’s direct exposure 100% relates to MBIA
(2009: 36% related to XL, 25% to MBIA, 39% to AMBAC).

considered to be impaired. When the terms and conditions
of financial assets have been renegotiated, the terms and
conditions of the new agreement apply in determining whether
the financial assets are past due. There were renegotiated
assets of EUR 13 million that would have been past due
or impaired if they had not been renegotiated in the
reporting year (2009: EUR 13 million). At December 31, 2010
EUR 377 million (2009: EUR 165 million) collateral and other
credit enhancements are held related to financial assets that
were past due or individually impaired.

Past due and impaired assets
The tables that follow provide information on past due and
individually impaired financial assets for the whole AEGON
Group. An asset is past due when a counterparty has failed
to make a payment when contractually due. Assets are impaired
when an impairment loss has been charged to the income
statement relating to this asset. After the impairment loss
is reversed in subsequent periods, the asset is no longer

AEGON's policy is to pursue realization of the collateral in an
orderly manner as and when liquidity permits. AEGON generally
does not use the non-cash collateral for its own operations.

2009

2010

past due but not
impaired assets

0-6
months

6-12
months

> 1 year

Total

0-6
months

73

57

15

145

19

–

1

20

120

50

19

189

77

11

77

165

Debt securities - carried
at fair value
Mortgage loans

6-12
months

> 1 year

Total

Other loans

1

–

1

2

–

–

–

–

Accrued Interest

–

–

1

1

2

–

–

2

194

107

36

337

98

11

78

187

aT dEcEmBEr 31

impaired financial assets
Shares
Debt securities – carried at fair value
Mortgage loans
Other loans
Other financial assets – carried at fair value

aT dEcEmBEr 31

EquiTy, rEal ESTaTE aNd NON-fixEd iNcOmE
ExpOSurE
Fluctuations in the equity, real estate and capital markets have
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 through
direct equity investment, where AEGON bears all or most of
the volatility in returns and investment performance risk.
Equity market exposure is also present in insurance and
investment contracts for account of policyholders where funds
are invested in equities, such as variable annuities, unit-linked

carrying amount
2010

Carrying amount
2009

402

344

1,126

669

635

619

7

8

36

41

2,206

1,681

products and mutual funds. Although most of the risk remains
with the policyholder, lower investment returns can reduce the
asset management fee earned by AEGON on the asset balance
in these products. In addition, some of this business has
minimum return or accumulation guarantees. AEGON also
operates an Investment and Counterparty Policy that limits
the Group’s overall counterparty risk exposure.
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Note4

The general account equity, real estate and other
non-fixed-income portfolio of AEGON is as follows:

Americas

The
Netherlands

844

419

–

59

–

370

335

62

12

(3)

776

Preferred shares

105

14

–

–

–

119

Investments in real estate

729

2,055

–

–

–

2,784

617

127

–

–

–

744

1,458

–

–

–

–

1,458

Equity, real estate and non-fixed
income exposure
Equity funds
Common shares

1

Hedge funds
Other alternative investments
Other financial assets

aT dEcEmBEr 31
1

United
Kingdom

New
Markets

522

90

–

6

4,645

3,040

62

77

Holding
and other
activities

Total
2010
1,322

–

(3)

618

7,821

Common shares in Holdings and other activities reflect the elimination of treasury shares in the general account.

Equity, real estate and non-fixed
income exposure

Americas

The
Netherlands

United
Kingdom

New
Markets

Holding
and other
activities

Total
2009
1,188

Equity funds

854

288

–

46

–

Common shares 1

367

282

54

3

(3)

703

Preferred shares

112

14

–

–

–

126

Investments in real estate

496

2,084

–

–

–

2,580

528

77

–

–

–

605

1,372

–

–

–

–

1,372

Hedge funds
Other alternative investments
Other financial assets

aT dEcEmBEr 31
1

488

40

–

4

4,217

2,785

54

53

Common shares in Holdings and other activities reflect the elimination of treasury shares in the general account.

–

(3)

532

7,106
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The tables that follow present specific market risk
concentration information for general account shares.

market risk concentrations
– shares

Americas

The
Netherlands

United
Kingdom

New
Markets

Total
1
2010

Of which
impaired
assets

40

–

–

–

40

–

Communication
Consumer cyclical

4

17

–

–

21

6

Consumer non-cyclical

3

58

–

–

61

25

1,160

203

7

13

1,380

134

–

502

55

57

614

148

Industries

37

43

–

2

82

18

Resources

–

49

–

–

49

15

Services cyclical

–

16

–

–

16

8

Services non-cyclical

–

14

–

–

14

6

Technology

7

33

–

–

40

13

Transport

1

–

–

–

1

–

48

10

–

–

58

29

1,300

945

62

72

2,376

402

Americas

The
Netherlands

United
Kingdom

New
Markets

Total
1
2009

Of which
impaired
assets

32

–

–

–

32

–

Financials
Funds

Other

aT dEcEmBEr 31
1

Includes investments of Holding and other activities.

market risk concentrations
- shares
Communication
Consumer cyclical

3

12

–

–

15

4

Consumer non-cyclical

4

42

–

–

46

24

1,248

105

7

30

1,387

131

–

362

47

19

428

117

Industries

15

52

–

3

70

19

Resources

–

34

–

–

34

10

Services cyclical

–

15

–

–

15

8

Services non-cyclical

–

12

–

–

12

5

Technology

8

28

–

–

36

11

Transport

1

–

–

–

1

1

19

–

–

1

20

14

1,330

662

54

53

2,096

344

Financials
Funds

Other

aT dEcEmBEr 31
1

Includes investments of Holding and other activities.
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Note4

The table that follows sets forth the closing levels of certain
major indices at the end of the last five years.

year-end

2010

2009

2008

2007

2006

S&P 500

1,258

1,115

903

1,468

1,418

Nasdaq

2,653

2,269

1,577

2,652

2,415

FTSE 100

5,900

5,413

4,434

6,457

6,221

355

335

247

516

495

AEX
The sensitivity analysis of net income and shareholders’ equity
to changes in equity prices is presented in the table below. The
sensitivity of shareholders’ equity and net income to changes in
equity 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 strengthening of
the guaranteed minimum benefits, when applicable. The results
of equity sensitivity tests are non-linear. The main reason for
this is due to equity options sold to clients that are embedded
in some of these products and that more severe scenarios could

Sensitivity analysis of net income and shareholders’
equity to equity markets
Immediate change of

cause accelerated DPAC amortization and guaranteed minimum
benefits provisioning, while moderate scenarios may not.
Changes in sensitivities between 2009 and 2010 arise mainly
as a result of additional equity hedges during 2010 which
reduces the impact of market movements. Also, the guarantees
contracts that expose AEGON to equity risk are less in the
money decreasing the sensitivity on DPAC amortization.
The equity sensitivities related to the guarantees are non linear
because of the impact of guarantees and DPAC amortization.

Estimated
approximate effects
on net income

Estimated
approximate effects on
shareholders’ equity

2010
Equity increase 10%

55

127

Equity decrease 10%

(100)

(156)

Equity increase 20%

90

232

Equity decrease 20%

(214)

(331)

2009
Equity increase 10%

93

150

Equity decrease 10%

(92)

(147)

Equity increase 20%

175

287

Equity decrease 20%

(201)

(304)

liquidiTy riSk
Liquidity risk is inherent in much of AEGON’s business.
Each asset purchased and liability sold has its own liquidity
characteristics. Some liabilities are surrenderable while some
assets, such as privately placed loans, mortgage loans, real
estate and limited 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, it may have difficulty selling these investments at
attractive prices or in a timely manner.

assets to meet cash demands by policyholders and account
holders over the next two years. Potential cash demands are
assessed under a stress scenario including spikes in
disintermediation risk due to rising interest rates and concerns
over AEGON’s financial strength due to multiple downgrades
of the Group’s credit rating. At the same time, the liquidity
of assets other than cash and government issues is assumed
to be severely impaired for an extended period of time. All units
and AEGON Group must maintain enough liquidity in order to
meet all cash needs under this extreme scenario.

AEGON operates a Liquidity Risk Policy under which country
units are obliged to maintain sufficient levels of highly liquid

AEGON holds EUR 29,922 million of general account
investments in cash, money market products and sovereign
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bonds that are readily saleable or redeemable on demand
(2009: EUR 28,389 million). The Group expects to meet its
obligations, even in a stressed liquidity event, from operating
cash flows and the proceeds of maturing assets as well as these
highly liquid assets. Further, the Group has access to back up
credit facilities, as described in note 23, amounting to
EUR 2,563 million which were unused at the end of the
reporting period (2009: EUR 2,412 million).

an amount is paid, the liability is included on the basis of the
earliest date on which it can be required to be paid. Financial
liabilities that can be required to be paid on demand without
any delay are reported in the category ‘On demand’. If there
is a notice period, it has been assumed that notice is given
immediately and the repayment has been presented at
the earliest date after the end of the notice period. When the
amount payable is not fixed, the amount reported is determined
by reference to the conditions existing at the reporting date.
For example, when the amount payable varies with changes
in an index, the amount disclosed may be based on the level
of the index at the reporting date.

The maturity analysis below shows the remaining contractual
maturities of each category of financial liabilities (including
coupon interest). When the counterparty has a choice of when

maturity analysis – gross undiscounted
contractual cash flows (for non-derivatives)

On
demand

< 1 yr
amount

1 < 5 yrs
amount

5 < 10 yrs
amount

> 10 yrs
amount

Total
amount

2010
Trust pass-through securities
Borrowings

1

Investment contracts

2

Investment contracts for account of policyholders

2

Other financial liabilities

–

8

34

44

204

290

39

1,371

4,494

1,512

4,044

11,460

9,717

2,901

8,624

820

1,659

23,721

16,516

5,717

–

–

–

22,233

7,918

6,011

1,097

974

–

16,000

2009
Trust pass-through securities
Borrowings

1

Investment contracts

2

Investment contracts for account of policyholders
Other financial liabilities
1
2

2

–

8

32

40

197

277

–

2,267

3,149

933

3,641

9,990

9,451

5,466

11,205

1,374

2,369

29,865

12,791

7,592

–

–

–

20,383

5,123

4,589

152

1,489

491

11,844

Borrowings include debentures and other loans, short term deposits, bank overdrafts and commercial paper; refer to note 23 for more details.
Excluding investment contracts with discretionary participating features.

AEGON’s liquidity management is based on expected claims
and benefit payments rather than on the contractual maturities.
The projected cash benefit payments in the table below are
based on management’s best estimates of the expected gross
benefits and expenses, partially offset by the expected gross
premiums, fees and charges relating to the existing business in
force. Estimated cash benefit payments are based on mortality,

morbidity and lapse assumptions comparable with AEGON’s
historical experience, modified for recently observed trends.
Actual payment obligations may differ if experience varies
from these assumptions. The cash benefit payments are
presented on an undiscounted basis and are before deduction
of tax and before reinsurance.
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financial liabilities relating to insurance
and investment contracts 1

Note4

On demand

< 1 yr
amount

1 < 5 yrs
amount

5 < 10 yrs
amount

> 10 yrs
amount

Total
amount

Insurance contracts

–

6,171

27,874

22,716

132,102

188,863

Insurance contracts for account of policyholders

–

5,617

23,853

21,096

72,824

123,390

Investment contracts

–

5,571

13,580

2,180

5,669

27,000

90

5,778

20,447

19,837

83,020

129,172

Insurance contracts

–

6,169

24,766

20,165

124,647

175,747

Insurance contracts for account of policyholders

–

5,490

21,821

17,945

70,682

115,938

Investment contracts

–

8,140

15,425

2,350

5,916

31,831

77

3,698

16,464

19,853

79,368

119,460

2010

Investment contracts for account of policyholders
2009

Investment contracts for account of policyholders
1

The projected cash benefit payments are based on management’s best estimates of the expected gross benefits and expenses partially offset by the
expected gross premiums, fees and charges relating to the existing business in force. Estimated cash benefit payments are based on mortality, morbidity
and lapse assumptions comparable with AEGON’s historical experience, modified for recent observed trends. Actual payment obligations may differ if
experience varies from these assumptions. The cash benefit payments are presented on an undiscounted basis and are before deduction of tax and
before reinsurance. The liability amount in the consolidated financial statement reflects the discounting for interest as well as adjustments for the timing
of other factors as described above. As a result, the sum of the cash benefit payments shown for all years in the table exceeds the corresponding liability
amounts included in notes 19, 20 and 22.

The following table details the Group’s liquidity analysis for its
derivative financial instruments, based on the undiscounted
contractual net cash inflows and outflows on derivative

1

maturity analysis (derivatives )
(contractual cash flows) 2010

instruments that settle on a net basis, and the undiscounted
gross inflows and outflows on those derivatives that require
gross settlement.

On
demand

< 1 yr
amount

1 < 5 yrs
amount

5 < 10 yrs
amount

> 10 yrs
amount

Total
amount

Gross settled
Cash inflows

–

18,348

14,658

16,355

36,753

86,114

Cash outflows

–

(18,298)

(14,859)

(16,871)

(37,040)

(87,068)

Net settled
Cash inflows

–

450

1,252

1,610

5,999

9,311

Cash outflows

–

(645)

(1,280)

(1,475)

(5,102)

(8,502)

1

maturity analysis (derivatives )
(contractual cash flows) 2009

On
demand

< 1 yr
amount

1 < 5 yrs
amount

5 < 10 yrs
amount

> 10 yrs
amount

Total
amount

Gross settled
Cash inflows

–

15,805

20,208

18,926

38,119

93,058

Cash outflows

–

(15,906)

(20,791)

(20,035)

(38,933)

(95,665)

Net settled
Cash inflows

–

545

1,640

1,633

5,750

9,568

Cash outflows

–

(625)

(1,731)

(1,697)

(4,970)

(9,023)

1

Financial derivatives include all derivatives regardless whether they have a positive or a negative value. It does not include bifurcated embedded
derivatives. These are presented together with the host contract. For interest rate derivatives only cash flows related to the pay leg are taken into
account for determining the gross undiscounted cash flows.
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uNdErwriTiNG riSk
AEGON’s earnings depend significantly upon the extent to
which actual claims experience differs from the assumptions
used in setting the prices for products and establishing the
technical liabilities and liabilities for claims. To the extent that
actual claims experience is less favorable than the underlying
assumptions used in establishing such liabilities, income would
be reduced. Furthermore, if these higher claims were part of a
permanent 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 being amortized into income over time. If the
assumptions relating 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 materially adverse effect on
AEGON’s business, results of operations and financial condition.

decreases (longevity risk) such as annuity products. AEGON is
also at risk if expenses are higher than assumed by
management.

Sources of underwriting risk include policy lapses and policy
claims (such as mortality and morbidity). In general, AEGON is
at risk if policy lapses increase as sometimes AEGON is unable
to fully recover up front expenses in selling a product despite
the presence of commission recoveries or surrender charges
and fees. For mortality and morbidity risk, AEGON sells certain
types of policies that are at risk if mortality or morbidity
increases, such as term life insurance and accident insurance,
and sells certain types of policies that are at risk if mortality

Sensitivity analysis of net income and shareholders’ equity
to various underwriting risks is shown in the table that follows.
The sensitivities represent an increase or decrease of mortality
and morbidity rates over best estimate. Increases in mortality
rates lead to an increase in the level of benefits and claims.
The impact on net income and shareholders’ equity of sales
transactions of investments required to meet the higher cash
outflow is reflected in the sensitivities.

AEGON monitors and manages its underwriting risk by
underwriting risk type. Attribution analysis is performed on
earnings and reserve movements in order to understand the
source of any material variation in actual results from what was
expected. AEGON’s units also perform experience studies for
underwriting risk assumptions, comparing AEGON’s experience
to industry experience as well as combining AEGON’s
experience and industry experience based on the depth of the
history of each source to AEGON’s underwriting assumptions.
Where policy charges are flexible in products, AEGON uses
these analyses as the basis for modifying these charges, with
a view to maintain a balance between policyholder and
shareholder interests. AEGON also has the ability to reduce
expense levels over time, thus mitigating unfavorable expense
variation.

2009

2010

Sensitivity analysis of net income and shareholders’
equity to changes in various underwriting risks
Estimated approximate effect

On shareholders’
equity

On net
income

On shareholders’
equity

On net
income

20% increase in lapse rates

(47)

(46)

(30)

(29)

20% decrease in lapse rates

46

44

26

25

10% increase in mortality rates

(90)

(90)

(102)

(102)

10% decrease in mortality rates

92

91

104

103

10% increase in morbidity rates

(75)

(75)

(67)

(67)

10% decrease in morbidity rates

74

74

66

66

A change in actual experience with mortality or morbidity rates
may not lead to a change in the assumptions underlying the
measurement of the insurance liabilities as management may
recognize that the change is temporary. Life insurers are also
exposed to longevity risk. Increased life expectation above our
assumed life expectation at the time of underwriting negatively
impacts our results. Refer to note 2.19 for a discussion on how
longevity assumptions are accounted for.

On March 1, 2011 the European Court of Justice (ECJ) delivered
a judgment in the Test Achats case which relates to the ability
of an insurance company to use gender as a rating factor when
pricing risk. The ECJ has ruled that using gender as a rating
factor when pricing risk is invalid. However, the ECJ has granted
a transitional period for relief for implementation. The effect of
this is that, as from December 21, 2012, it will be unlawful to use
gender-related factors for determining premiums and benefits
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under insurance policies. Currently AEGON uses gender as a
risk factor pricing for both general and life insurance policies.
AEGON will consider the impact the judgment of the ECJ on its
insurance business.
OThEr riSkS
As required under European Union state aid rules, the Dutch
State notified the European Commission of the issuance by
AEGON in December 2008 of EUR 3 billion of non-voting
convertible core capital securities to Vereniging AEGON, which
was funded by the Dutch State. The European Commission
determined that the aid provided by the Dutch State was
compatible with the common market, raised no objection to the
aid and authorized the aid as emergency intervention in
response to the financial crisis. In July 2010, the Dutch State
submitted a final viability plan regarding AEGON’s status as a
fundamentally sound institution to the European Commission.
The European Commission approved the plan on August 17,
2010. As part of the process to conclude the European
Commission’s final review of the plan, AEGON agreed with the
Dutch Ministry of Finance to amend the terms and conditions of
full repurchase of the then-remaining EUR 2 billion of
convertible core capital securities. The conditions, which
assume a full repurchase no later than June 30, 2011, impose
certain requirements on AEGON and its future actions. For
example, AEGON may not pay dividends on common shares, and
may not pursue acquisitions, except for certain investments in
bancassurance partnerships in Spain, provided that AEGON
does not increase its overall market share in the Spanish
market. In addition, AEGON may not pursue a top-three price

Note4

leadership position in its residential mortgage and internet
savings businesses in the Netherlands. AEGON also agreed to
request Standard & Poor’s to no longer publish its insurance
financial strength rating on AEGON Levensverzekering N.V. in
the Netherlands and to explore the sale or exit of certain
businesses. These requirements may have a material adverse
effect on AEGON’s business, results of operations and financial
condition.
Under the terms and conditions agreed with the Ministry of
Finance, AEGON is required to seek approval from the Dutch
Central Bank before being permitted to repurchase the
remaining core capital securities. In determining whether to
approve a request for repurchase, the Dutch Central Bank
considers certain criteria including the adequacy of AEGON’s
excess capital. There is no limit on the duration of such
consultations or certainty as to the outcome of such
consultations. If AEGON is unable to meet its interest
obligations or is unsuccessful in repurchasing the capital,
AEGON may be required to convert the convertible core capital
securities into its ordinary shares, which may result in both the
ability of the Dutch State to exert influence in its capacity as a
large holder of AEGON’s ordinary shares and a significant
dilution to existing shareholders. If full repurchase of the
convertible core capital securities is not achieved before June
30, 2011, AEGON may face revised and / or additional conditions
to repurchase and / or other operational restrictions, which
could have a material adverse effect on AEGON’s business,
results of operations and financial condition.
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NOTE 5

SEgmENT iNfOrmaTiON

income statement –
Underlying earnings

Americas

The
Nether
lands

United
Kingdom

1,598

385

72

Holding
New and other
Markets activities

Elimi
nations

Associates
elimi
Total
nations

Total
ifrS
based

1,963

2010

Underlying earnings
before tax
Fair value items
Realized gains / (losses)
on investments

(24)

361

(9)

200

(283)

–

1,972

(10)

(97)

–

221

–

96

–

658

(2)

656

–

–

(542)

–

(542)

–

–

90

–

90

1

(309)

–

(309)

–

(165)

–

(165)

1

1,925

380

155

14

13

Impairment charges

(464)

(17)

(39)

(22)

Impairment reversals

81

6

3

Other income / (charges)

(306)

38

48

Runoff businesses

(165)

–

–

928

89

income / (loss)
before tax
Income tax
(expense) / benefit

NET iNcOmE / (lOSS)
Inter-segment underlying
earnings

1,100
31

1,131
(154)

(217)

711
(51)

(5)

–
(56)
–

125
(34)

(34)
–

(318)
60

84

91

(258)

(67)

248

24

1,306

–

(165)

(9)

(11)
11

–

221

1,914
(154)

1

1,760

1,760

–

–

18,793

(427)

18,366

(2)

2,121

revenues
2010
Life insurance gross
premiums

6,877

3,185

7,425

Accident and health
insurance

1,850

201

–

72

–

–

2,123

–

451

–

159

–

–

610

8,727

3,837

7,425

1,537

–

–

21,526

(429)

21,097

4,073

2,161

2,340

234

305

(279)

8,834

(72)

8,762

998

348

164

479

–

(245)

1,744

1

–

–

4

1

13,799

6,346

9,929

2,254

306

–

1

3

246

274

General insurance

Total gross premiums
Investment income
Fee and commission
income
Other revenues

TOTal rEvENUES
Inter-segment revenues

–

(524)

–

–

610

1,744

6

(1)

5

32,110

(502)

31,608
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income statement –
Underlying earnings

Americas

The
Nether
lands

United
Kingdom

Holding
New and other
Markets activities

398

52

170

(252)

–

(374)

28

3

(114)

–

Elimi
nations

Associates
elimi
Total
nations

Total
ifrS
based

1,185

1,173

2009

Underlying earnings
before tax
Fair value items
Realized gains / (losses)
on investments
Impairment charges
Impairment reversals
Other income / (charges)
Runoff businesses

income / (loss)
before tax

817
(87)
63
(1,065)
115

Inter-segment underlying
earnings

5

20

–

(27)

(5)

–

–

–

136

–

–

–

–

–

(454)

(10)

21

–

–

67
–

(173)

264

42

669

(19)

(1)

79
(184)

–

496

518

351

(3)

NET iNcOmE / (lOSS)

–

(132)

(13)

Income tax
(expense) / benefit

(12)

(544)

(23)

241
(11)

(33)

–
(387)
–

(236)
(53)

9

(289)

3

(5)

(351)
98

(253)

(1,413)

3

(544)
517
(1,410)

–

136

(323)

–

(323)

(13)

–

(13)

(464)

–

658

10

668

–

204

–

204

32

revenues
2009
Life insurance gross
premiums

5,961

Accident and health
insurance
General insurance

Total gross premiums
Investment income
Fee and commission
income
Other revenues

TOTal rEvENUES
Inter-segment revenues

3,066

7,014

1,284

–

–

17,325

1,689

206

–

457

7,650

–

68

–

–

1,963

–

–

151

–

–

608

–

3,729

7,014

1,503

–

–

19,896

(423)

19,473

3,913

2,211

2,296

283

86

8,747

(66)

8,681

896

383

174

140

–

–

1,593

2

–

–

2

1

–

5

(1)

4

12,461

6,323

9,484

1,928

87

30,241

(490)

29,751

1

2

2

–

37

(42)

(42)

(423)

–

16,902
1,963
608

1,593
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income statement –
Underlying earnings

The
Nether
lands

United
Kingdom

723

378

148

(1,748)

(193)

Americas

Holding
New and other
Markets activities

Elimi
nations

Associates
elimi
Total
nations

Total
ifrS
based

1,238

1,223

2008

Underlying earnings
before tax
Fair value items
Realized gains / (losses)
on investments

(22)

101
(24)

17

48

1

(5)

Impairment charges

(812)

(138)

(23)

(76)

Impairment reversals

36

–

4

–

350

–

–

95

87

Other income / (charges)
Runoff businesses

income / (loss)
before tax
Income tax
(expense) / benefit

(1,430)
51

NET iNcOmE / (lOSS)

(1,379)

Inter-segment underlying
earnings

(69)

(1)

94
(35)

–
(17)

(130)

18

342

–

–

–

(34)

–

–

–

–

1

(1)

–

–

177

19

(3)

18

(31)

105

(34)

113

(64)

2

(6)

108

(1,645)
61
(1,083)

(15)
–
–
9

(1,645)
61
(1,074)

36

–

1

(12)

–

(12)

–

350

–

350

(1,055)

(6)

36

(1,061)

–

(27)

6

(21)

19

(1,082)

–

(1,082)

revenues
2008
Life insurance gross
premiums

5,975

Accident and health
insurance
General insurance

Total gross premiums
Investment income
Fee and commission
income
Other revenues

TOTal rEvENUES
Inter-segment revenues

3,204

9,017

1,880

–

–

20,076

1,713

210

–

458

7,688

–

71

–

–

1,994

–

–

158

–

–

616

–

3,872

9,017

2,109

–

–

22,686

(277)

22,409

4,681

2,387

2,438

425

218

10,029

(64)

9,965

938

416

220

129

–

–

1,703

–

2

–

–

3

–

–

5

–

13,309

6,675

11,675

2,666

218

4

–

2

–

114

(120)

(120)

34,423

(277)

(341)
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The Group uses underlying earnings before tax in its segment
reporting as an important indicator of its financial performance.
The reconciliation of this measure to the income before tax is
shown below. AEGON believes that underlying earnings before

NOTE 5

tax, together with the other information included in this
report, provides a meaningful measure for the investing public
to evaluate AEGON’s business relative to the businesses of
its peers.

Note
Underlying earnings before tax
Fair value items

2010

2009

2008

1,963

1,173

1,223

369

(460)

Realized gains and (losses) on financial investments

34

564

475

99

Gains and (losses) on investments in real estate

34

135

(179)

(48)

Fair value changes on economic hedges for which no hedge accounting is applied

34

(119)

152

(46)

Ineffective portion of hedge transactions for which hedge accounting is applied

34

(1)

(41)

50

Realized gains and (losses) on repurchased debt

34

18

11

–

DPAC / VOBA offset

38

(27)

78

14

Impairment (charges) / reversals

39

(694)

(1,331)

(1,072)

35, 36,
38, 40, 41

(129)

(329)

(12)

Other income / (charges)
Runoff businesses

(165)

iNcOmE / (lOSS) bEfOrE Tax

Other selected income statement items

1,914

(13)

(464)

(1,619)

350

(1,061)

Americas

The
Nether
lands

United
Kingdom

New
Markets

Holding
and other
activities

Total

1,061

99

250

100

–

1,510

2010
Amortization of deferred expenses, VOBA and
future servicing rights

41

18

12

15

2

88

Impairment charges / (reversals) on financial assets,
excluding receivables

456

11

36

22

–

525

Impairment charges / (reversals) on nonfinancial
assets and receivables

161

(2)

1

16

–

176

1,118

125

232

94

–

1,569

39

23

14

13

1

90

1,005

111

183

23

5

1,327

22

15

1

–

–

38

999

133

241

184

–

1,557

38

17

14

14

1

84

815

138

22

70

34

1,079

38

–

–

3

–

41

Depreciation

2009
Amortization of deferred expenses, VOBA and
future servicing rights
Depreciation
Impairment charges / (reversals) on financial assets,
excluding receivables
Impairment charges / (reversals) on nonfinancial
assets and receivables
2008
Amortization of deferred expenses, VOBA and
future servicing rights
Depreciation
Impairment charges / (reversals) on financial assets,
excluding receivables
Impairment charges / (reversals) on nonfinancial
assets and receivables
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Number of employees

Americas

The
Nether
lands

United
Kingdom

New
Markets

Holding
and other
activities

Total

11,358

4,652

4,056

4,026

316

24,408

1,600

470

82

914

–

3,066

12,958

5,122

4,138

4,940

316

27,474

12,714

4,852

4,759

2,498

267

25,090

1,480

658

92

1,062

–

3,292

14,194

5,510

4,851

3,560

267

28,382

13,431

5,226

5,068

3,000

254

26,979

1,641

945

121

1,739

–

4,446

15,072

6,171

5,189

4,739

254

31,425

The
Nether
lands

United
Kingdom

New
Markets

Holding
and other
activities

Elimi
nations

Total

2010
Employees – excluding agents
Agent employees

TOTal
2009
Employees – excluding agents
Agent employees

TOTal
2008
Employees – excluding agents
Agent employees

TOTal

Summarized assets and
liabilities per segment

Americas

2010
ASSETS
VOBA and future servicing rights

2,589

135

752

189

–

Investments general account

93,645

37,173

9,269

2,811

293

(3)

143,188

Investments for account of policyholders

59,353

23,058

57,693

6,138

–

(5)

146,237

Investments in associates
Deferred expenses
Other assets

–

3,665

85

59

9

576

4

–

733

7,806

296

3,327

292

–

–

11,721

9,936

11,195

2,211

1,222

30,824

(28,629)

26,759

173,414

71,916

73,261

11,228

31,121

(28,637)

332,303

Insurance contracts general account

68,476

20,992

9,026

2,012

–

–

100,506

Insurance contracts for account of
policyholders

42,792

23,413

8,594

2,851

–

–

77,650

Investment contracts general account

16,420

5,986

679

152

–

–

23,237

Investment contracts for account of
policyholders

16,573

–

49,642

3,312

–

–

69,527

TOTal aSSETS
LIABILITIES

Other liabilities

TOTal liabiliTiES

13,180

17,445

2,449

1,044

7,694

(3,854)

37,958

157,441

67,836

70,390

9,371

7,694

(3,854)

308,878
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Summarized assets
and liabilities per segment

Americas

The
Nether
lands

United
Kingdom

NOTE 5

New
Markets

Holding
and other
activities

Elimi
nations

Total

2009

ASSETS
VOBA and future servicing rights

2,741

155

757

203

–

Investments general account

85,770

36,144

7,917

2,706

1,671

(3)

134,205

Investments for account of policyholders

49,920

21,749

48,826

5,355

–

(5)

125,845

Investments in associates
Deferred expenses
Other assets

–

72

53

8

560

4

(1)

7,495

432

3,057

244

–

–

3,856

696
11,228

9,579

7,589

2,646

899

30,088

(27,997)

22,804

155,577

66,122

63,211

9,967

31,763

(28,006)

298,634

Insurance contracts general account

62,575

20,833

8,422

1,960

–

–

93,790

Insurance contracts for account of
policyholders

37,092

22,318

7,924

2,426

–

–

69,760

Investment contracts general account

20,939

6,237

614

142

–

–

27,932

Investment contracts for account of
policyholders

12,882

2

41,593

2,944

–

–

57,421

TOTal aSSETS
LIABILITIES

Other liabilities

TOTal liabiliTiES

9,876

13,188

2,213

717

12,880

(8,026)

30,848

143,364

62,578

60,766

8,189

12,880

(8,026)

279,751
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investments

Americas

The
Nether
lands

United
Kingdom

New
Markets

Holding
and other
activities

Elimi
nations

Total

2010
Shares

1,300

945

62

72

–

(3)

2,376

Bonds

67,121

18,504

9,198

2,041

–

–

96,864

Loans

11,412

15,629

9

653

–

–

27,703

Other financial assets

13,083

40

–

45

293

–

13,461

Investments in real estate

investments general account
Shares
Bonds

729

2,055

–

–

–

93,645

37,173

9,269

2,811

293

(3)

–

143,188

2,784

–

8,087

29,589

3,139

–

(5)

40,810

–

14,435

15,768

223

–

–

30,426

59,353

–

7,427

1,309

–

–

68,089

Other financial assets

–

536

3,775

1,467

–

–

5,778

Investments in real estate

–

–

1,134

–

–

–

1,134

investments for account of
policyholders

59,353

23,058

57,693

6,138

–

(5)

146,237

Investments on balance sheet

(8)

289,425

–

123,766

Separate accounts and investment funds

152,998

60,231

66,962

8,949

293

Off balance sheet investments third
parties

86,287

12,353

–

25,126

–

TOTal rEvENUE gENEraTiNg
iNvESTmENTS

239,285

72,584

66,962

34,075

293

Availableforsale

76,929

19,261

9,177

1,879

4

–

107,250

Loans

11,412

15,629

9

653

–

–

27,703

–

–

–

139

–

–

139

63,928

23,286

56,642

6,278

289

729

2,055

1,134

–

–

152,998

60,231

66,962

8,949

293

(8)

413,191

investments

Heldtomaturity
Financial assets at fair value through
profit or loss
Investments in real estate

TOTal iNvESTmENTS ON
balaNcE ShEET
Investments in associates
Other assets

cONSOlidaTEd TOTal aSSETS

(8)
–

(8)
–

150,415
3,918

289,425

85

59

9

576

4

20,331

11,626

6,290

1,703

30,824

(28,629)

42,145

173,414

71,916

73,261

11,228

31,121

(28,637)

332,303
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investments

Americas

The
Nether
lands

United
Kingdom

NOTE 6

New
Markets

Holding
and other
activities

Elimi
nations

Total

2009
Shares

1,331

661

53

54

–

Bonds

60,182

20,384

7,852

2,001

1,049

Loans

11,978

12,975

11

604

–

–

25,568

Other financial assets

11,783

40

–

48

622

–

12,493

Investments in real estate

investments general account
Shares
Bonds

(3)

2,096

–

91,468

496

2,084

–

–

–

85,770

36,144

7,916

2,707

1,671

(3)

–

134,205

2,580

–

7,184

24,669

2,750

–

(5)

34,598

–

13,777

14,314

212

–

–

28,303

49,920

–

4,772

1,117

–

–

55,809

Other financial assets

–

788

4,023

1,276

–

–

6,087

Investments in real estate

–

–

1,048

–

–

–

1,048

investments for account of
policyholders

49,920

21,749

48,826

5,355

–

(5)

125,845

Investments on balance sheet

(8)

260,050

–

102,782

Separate accounts and investment funds

135,690

57,893

56,742

8,062

1,671

Off balance sheet investments third
parties

77,715

12,968

3,116

8,983

–

TOTal rEvENUE gENEraTiNg
iNvESTmENTS

213,405

70,861

59,858

17,045

1,671

(8)

362,832

investments
Availableforsale

69,211

20,944

7,819

1,888

1,049

–

100,911

Loans

11,978

12,975

11

604

–

–

25,568

–

–

–

70

–

–

70

54,005

21,890

47,864

5,500

622

496

2,084

1,048

–

–

135,690

57,893

56,742

8,062

1,671

Heldtomaturity
Financial assets at fair value through
profit or loss
Investments in real estate

TOTal iNvESTmENTS ON
balaNcE ShEET
Investments in associates
Other assets

cONSOlidaTEd TOTal aSSETS

(8)
–

(8)

129,873
3,628

260,050

72

53

8

560

4

(1)

696

19,815

8,176

6,460

1,346

30,088

(27,997)

37,888

155,577

66,122

63,210

9,968

31,763

(28,006)

298,634
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NOTE 6

iNTaNgiblE aSSETS

Goodwill

VOBA

Future
servicing
rights

At January 1, 2009

720

4,119

522

29

35

5,425

At December 31, 2009

720

3,362

493

18

16

4,609

aT dEcEmbEr 31, 2010

652

3,221

444

32

10

4,359

8,611

Net book value

Software

Other

Total

cost
At January 1, 2010

720

6,965

648

210

68

Additions

–

1

3

16

1

21

Acquisitions through business combinations

–

–

14

–

–

14

Capitalized subsequent expenditure

–

–

–

3

–

3

Disposals

–

–

–

(2)

–

(2)

21

516

38

6

4

585

3

–

–

5

–

8

744

7,482

703

238

73

9,240

At January 1, 2010

–

3,603

155

192

52

4,002

Amortization / depreciation through income
statement

–

185

19

9

3

216

–

187

–

–

–

187

93

–

77

–

4

174

Net exchange differences
Other movements

aT dEcEmbEr 31, 2010
accumulated amortization, depreciation and
impairment losses

Shadow accounting adjustments
Impairment losses
Net exchange differences

aT dEcEmbEr 31, 2010

286

8

5

4

302

92

(1)

4,261

259

206

63

4,881

cost
At January 1, 2009

720

6,996

650

207

69

8,642

Additions

–

4

–

7

–

11

Acquisitions through business combinations

6

–

8

–

–

14

Capitalized subsequent expenditure

–

–

–

2

–

2

Disposals

–

–

–

(12)

–

(12)

Disposal of a business

–

–

–

(5)

–

(5)

Net exchange differences

aT dEcEmbEr 31, 2009

(6)

(35)

(10)

11

(1)

(41)

720

6,965

648

210

68

8,611

At January 1, 2009

–

2,877

128

178

34

3,217

Amortization / depreciation through income statement

–

332

26

18

3

379

Shadow accounting adjustments

–

427

–

–

–

427

Impairment losses

–

–

1

–

15

16

Disposals

–

–

–

(12)

–

Disposal of a business

–

–

–

(1)

–

(1)

Net exchange differences

–

–

9

–

(24)

aT dEcEmbEr 31, 2009

–

155

192

52

accumulated amortization, depreciation and
impairment losses

(33)

3,603
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Amortization and depreciation through the income statement is
included in ‘Commissions and expenses’. None of the intangible
assets have titles that are restricted or have been pledged as
security for liabilities.
Impairments of goodwill and future servicing rights related
to the winddown of small bank BankOwned Life
Insurance / Corporate Owned Life Insurance (BOLI / COLI)
business in the Americas and unfavourable pension legislation
changes in Hungary. Of additions to goodwill in 2009 of EUR 6
million, an amount of EUR 3 million, EUR 1 million and EUR 2
million relates to acquisitions in Romania, United States and the
Netherlands respectively. Refer to note 50 for further

NOTE 7 - 7.1

information on the business combinations entered into by
AEGON in 2009 and 2010.
The goodwill balance has been allocated across the cash
generating units which are expected to benefit from the
synergies inherent in the goodwill. Goodwill is tested for
impairment both annually and in addition, when there are
specific indicators of a potential impairment. The recoverable
amount is the higher of the value in use and fair value less costs
to sell for a cashgenerating unit. A geographical summary of
the cashgenerating units to which the goodwill is allocated
is as follows:

2010

2009

110

210

 Spain

342

336

 Central & Eastern Europe

106

107

Americas
 USA
New Markets

Other

aT dEcEmbEr 31

Goodwill in AEGON USA is allocated to its divisions.
Value in use calculations have been actuarially determined
based on business plans covering a period of typically 5 years
and pretax risk adjusted discount rates. The value in use test in
the USA for the Individual savings & retirement cash generating
unit (EUR 109 million) assumes business plans covering a period
of 5 years further extrapolated to 10 years where the new
business levels for years 610 assumed a 5% growth rate,
pretax risk adjusted discount rate of 17% (2009: 17%).
Fair value less costs to sell calculations were estimated based
on the appraisal value for the cashgenerating units using
embedded value principles. Appraisal value represents available
net asset value and the shareholders’ interest in the longterm
business plus a multiple of the value of new business. Key
assumptions used for the calculation were pretax risk adjusted
discount rates of 11% (2009: 11%), future premiums,
commissions, inflation, persistency, mortality, morbidity and
future investment returns.
The operating assumptions used in all the calculations are best
estimate assumptions and based on historical data where
available. The economic assumptions used in all the calculations
are based on observable market data and projections of
future trends.

94

67

652

720

All the cashgenerating units tested showed that the
recoverable amounts were higher than their carrying values,
including goodwill. A reasonably possible change in any key
assumption is not expected to cause the carrying value of the
cashgenerating units to exceed its recoverable amount.
The fair value less cost to sell for our business in AEGON Spain
were based on business plans covering a period of 5 years,
pretax risk adjusted discount rate of 11% and assumptions for
future premiums, commissions, inflation, persistency, mortality,
morbidity and future investment returns in line with AEGON’s
European embedded value assumptions.
With the exception of goodwill, all intangible assets have a
finite useful life and are amortized accordingly. VOBA and
future servicing rights are amortized over the term of the
related insurance contracts, which can vary significantly
depending on the maturity of the acquired portfolio. The VOBA
currently recognized is amortized over an average period of
12 to 16 years, with an average remaining amortization period
of 11 years (2009: 11 years). Future servicing rights are
amortized over an average period up to 35 years, of which
14 remains at December 31, 2010 (2009: 13 years). Software is
generally depreciated over a period of three to five years.
At December 31, 2010, the remaining depreciation period was
3 years (2009: 2 years).
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NOTE 7 �
iNvESTmENTS
Investments for general account comprise financial assets,
excluding derivatives, as well as investments in real estate.

Note
Availableforsale (AFS)
Loans
Heldtomaturity (HTM)
Financial assets at fair value through profit or loss (FVTPL)

1

2010

2009

107,250

100,911

27,703

25,568

139

70

5,312

5,076

131,625

Total financial assets, excluding derivatives

7.1

140,404

Investments in real estate

7.2

2,784

2,580

143,188

134,205

Total

Fair value

TOTal iNvESTmENTS fOr gENEral accOUNT
1

Refer to note 47 for a summary of all financial assets and financial liabilities at fair value through profit or loss.

NOTE 7.1

fiNaNcial aSSETS, ExclUdiNg
dErivaTivES
AFS

FVTPL

HTM

Loans

2010
Shares

1,298

1,078

–

–

2,376

2,376

Debt securities

94,936

1,789

139

–

96,864

96,861

Money market and other shortterm investments

10,141

659

–

–

10,800

10,800

Mortgages

–

–

–

23,781

23,781

24,327

Private loans

–

–

–

829

829

920

Deposits with financial institutions

–

–

–

748

748

748

Policy loans

–

–

–

2,169

2,169

2,169

Receivables out of share lease agreements

–

–

–

25

25

25

875

1,786

–

151

2,812

2,812

107,250

5,312

139

27,703

140,404

141,038

Other

aT dEcEmbEr 31, 2010
2009
Shares

1,097

999

–

–

2,096

2,096

89,716

1,682

70

–

91,468

91,468

9,189

875

–

–

10,064

10,064

Mortgages

–

–

–

21,525

21,525

21,208

Private loans

–

–

–

760

760

820

Deposits with financial institutions

–

–

–

1,047

1,047

1,047

Policy loans

–

–

–

2,039

2,039

2,039

Debt securities
Money market and other shortterm investments

Receivables out of share lease agreements

–

–

–

39

39

39

909

1,520

–

158

2,587

2,587

100,911

5,076

70

25,568

131,625

131,368

Other

aT dEcEmbEr 31, 2009 �

Of the debt securities, money market and other shortterm
investments, mortgages and private loans EUR 16,841 million
is current (2009: EUR 23,788 million).
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dErEcOgNiTiON
As part of the AEGON Levensverzekering N.V. funding program
the Company regularly enters into securitization contracts
for its mortgage loans. At December 31, 2010 securitization
contracts named SAECURE 3, SAECURE 4, SAECURE 5 and
SAECURE 6 NHG have been derecognized with a total value
of EUR 3.1 billion (2009: EUR 3.9 billion).
In the third quarter of 2010, in relation to the publicly placed
securitization SAECURE 2, the special purpose entity decided
to use its right to redeem all notes to the note holders and sold
the mortgage loans back to AEGON Levensverzekering N.V., a
wholly owned subsidiary of AEGON N.V. via AEGON Nederland
N.V., at market value. This transaction did not generate a
profit or loss for AEGON.
With respect to the transactions SAECURE 3, 4, 5 and 6 NHG,
the related mortgage loans have been sold and derecognized
and the special purpose entities are not consolidated in the
financial statements of AEGON. The structure of these
transactions is as follows: the economic ownership of a certain
amount of aggregate mortgage receivables was conveyed to a
special purpose entity. This special purpose entity funded the
purchase of mortgages from AEGON Levensverzekering N.V.
with the issuance of mortgagebacked securities. The transfer
of ownership title will take place only if the borrowers are duly
notified by the special purpose entity upon the occurrence of
certain predefined ‘notification events’. At the same time
AEGON Levensverzekering N.V. entered into a fixedtofloating
swap agreement with the contract parties agreed to pay the
floating rate (EURIBOR based) and receive the fixed rate (yield
from the mortgage receivables). After a period of seven years,

NOTE 7.2

the interest of the notes issued by the special purpose entity in
respect of this transaction will stepup, together with a similar
stepup in the fixedtofloating swap agreement. At that same
time, the special purpose entity has the right to call the notes.
A deferred purchase arrangement forming part of the contract
to sell the mortgage loans to the special purpose entity entitles
AEGON Levensverzekering N.V. to any specified residual positive
value of the special purpose entity at maturity. A 3.3% portion
of securitized mortgage loans forming part of SAECURE 4 and
amounting to EUR 12 million (2009: EUR 13 million) continues
to be recognized as a financial asset on balance, representing
the interest rate risk retained by AEGON Levensverzekering N.V.
in respect of the fourth publicly placed securitization contract.
At December 31, 2010 the market value of these securitized
mortgage loans (off balance) is EUR 3.1 billion (2009: 3.9 billion).
mEaSUrEmENT
AEGON owns EUR 178 million (2009: EUR 194 million) of shares
in the Federal Home Loan Bank that are measured at par, which
equals the amortized cost value. The bank has implicit financial
support from the United States government. The redemption
value of the shares is fixed at par and can only be redeemed by
the bank.
Only other insignificant amounts of unquoted equity
instruments are measured at cost.
Refer to note 3 for information on the fair value measurement.
OThEr
Movement on the loan allowance account during the year were
as follows:

2010

2009

At January 1

(150)

(90)

Addition charged to income statement

(114)

(132)

Reversal to income statement

17

20

Amounts written off

66

50

Net exchange differences

aT dEcEmbEr 31

Refer to note 49 for a discussion of collateral received and paid.

(6)

(187)

2

(150)
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NOTE 7.2

iNvESTmENTS iN rEal ESTaTE

At January 1
Additions
Subsequent expenditure capitalized
Transfers from other headings
Disposals
Fair value gains / (losses)
Net exchange differences

aT dEcEmbEr 31
In 2010, 88% of the value of AEGON’s properties, both for
general account and for account of policyholders, were
appraised (2009: 89%), of which 91% was performed by
independent external appraisers (2009: 92%).
AEGON USA has entered into commercial property leases on its
investment property portfolio, consisting of office, retail and
industrial buildings. These noncancellable leases have
remaining lease terms up to 20 years. Most leases include a
clause to enable upward revision of the rental charge on an
annual basis according to either a fixed schedule or prevailing
market conditions.
AEGON The Netherlands has entered into longterm residential
property leases that can be terminated subject to a shortterm
notice. Under Dutch law, the maximum annual rent increase on
residential property rented in the affordable housing segment is
specified by the Dutch national government and equals the
annual inflation rate plus a small margin.

2010

2009

2,580

2,528

93

139

7

4

223

164

(288)

(58)

135

(179)

34

2,784

(18)

2,580

Refer to note 48 for description of noncancellable lease rights.
Rental income of EUR 100 million (2009: EUR 86 million; 2008:
EUR 96 million) is reported as part of investment income in the
income statement. EUR 3 million (2009: 7 million; 2008: nil) is
attributable to rent on foreclosed real estate. Direct operating
expenses (including repairs and maintenance) arising from
investment property that generated rental income during the
period amounted to EUR 72 million (2009: EUR 65 million;
2008: EUR 53 million). EUR 9 million (2009: EUR 2 million;
2008: EUR 1 million) of direct operating expenses is related to
investment property that did not generate rental income during
the period.
There are no restrictions on the realizability of investment
property or the remittance of income and proceeds of disposal.
Refer to note 48 for a summary of contractual obligations
to purchase investment property or for repairs, maintenance
or enhancements.
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NOTE 8 - 9

iNvESTmENTS fOr accOUNT
Of pOlicyhOldErS
Investments for account of policyholders comprise financial
assets at fair value through profit or loss, excluding derivatives,
and investments in real estate.
NOTE 8 �

Note

2010

2009

Shares

40,810

34,598

Debt securities

30,426

28,303

Money market and other shortterm investments

2,597

2,925

Deposits with financial institutions

2,630

2,357

68,089

55,809

551

805

145,103

124,797

Separate accounts and unconsolidated investment funds
Other

Total investments for account of policyholders at fair value through profit or loss,
1
excluding derivatives
Investments in real estate

8.1

TOTal iNvESTmENTS fOr accOUNT Of pOlicyhOldErS
1

1,134

1,048

146,237

125,845

2010

2009

1,048

1,131

109

77

Refer to note 47 for a summary of all financial assets and financial liabilities at fair value through profit or loss.

NOTE 8.1 �

iNvESTmENTS iN rEal ESTaTE

At January 1
Additions
Subsequent expenditure capitalized
Disposals

9

12

(138)

(217)

Fair value gains / (losses)

73

(37)

Net exchange differences

33

82

1,134

1,048

aT dEcEmbEr 31

The investment property is fully leased out under
operating leases.

of investment property or the remittance of income and
proceeds of disposal.

Rental income of EUR 73 million (2009: EUR 76 million; 2008:
EUR 115 million) is reported as part of investment income in the
income statement. There are no restrictions on the realizability

Refer to note 48 for a summary of contractual obligations
to purchase investment property or for repairs, maintenance
or enhancements.
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NOTE 9

dErivaTivES
Derivative asset

Derivative liability

2010

2009

2010

2009

derivatives for general account
Derivatives not designated in a hedge

4,702

3,614

4,383

4,375

Derivatives designated as fair value hedges

393

340

626

606

Derivatives designated as cash flow hedges

479

315

393

354

Net foreign investment hedges

148

159

168

138

5,722

4,428

5,570

5,473

derivatives for account of policyholders
Derivatives not designated in a hedge

TOTal dErivaTivES 1
1

529

489

401

243

529

489

401

243

6,251

4,917

5,971

5,716

Refer to note 47 for a summary of all financial assets and financial liabilities at fair value through profit or loss.

Of these derivatives EUR 141 million net asset is current
(2009: EUR 77 million net liability).
See note 3 for details on measurement of derivatives.
USE Of dErivaTivES
Derivative asset

Derivative liability

derivatives not designated in a hedge – general account

2010

2009

2010

2009

Derivatives held as an economic hedge

4,624

3,541

3,261

2,642

7

22

1,118

1,671

71

51

4

62

4,702

3,614

4,383

4,375

Bifurcated embedded derivatives
Other

TOTal

AEGON utilizes derivative instruments as a part of its asset
liability risk management practices. The derivatives held for
risk management purposes are classified as economic hedges
to the extent that they do not qualify for hedge accounting,
or that AEGON has elected not to apply hedge accounting.
The economic hedges of certain exposures relate to an existing
asset or liability or the future reinvestment risk. In all cases,
these are in accordance with internal risk guidelines and are
closely monitored for continuing compliance.
Embedded derivatives that are not closely related to the host
contracts have been bifurcated and recorded at fair value in
the balance sheet. These bifurcated embedded derivatives are
embedded in various institutional products, modified
coinsurance and unit linked insurance contracts in the form of
guarantees for minimum benefits. As a result of movements in
financial markets and of anticipated maturities of unit linked
insurance contracts in 2010 the market value of the guarantees
embedded in the written insurance contracts decreased

significantly. Please refer to note 45 for more disclosures
about these guarantees.
Certain derivatives are used to add risk by selling protection in
the form of single name credit default swaps and tranches of
synthetic collateralized debt and commodity obligations.
Another strategy 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 designed 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. AEGON holds financial derivatives for
trading purposes.
Furthermore, synthetic Guaranteed Investment Contracts
(GICs), liquidity agreements and principal protection
agreements have been sold by AEGON to earn a fee.
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dErivaTivE iNSTrUmENTS dESigNaTEd aS
fair valUE hEdgES
AEGON has entered into interest rate swap agreements that
effectively convert certain fixedrate assets and liabilities to a
floatingrate basis (generally to six months or less LIBOR).
These hedges are used for portfolio management to better
match assets to liabilities or to protect the value of the hedged
item from interest rate movements. These agreements involve
the payment or receipt of fixedrate interest amounts in
exchange for floatingrate interest amounts over the life of the
agreement without the exchange of the underlying principal
amounts. Some of the arrangements use forward starting swaps
to better match the duration of assets and liabilities.
AEGON has entered into crosscurrency interest rate swap
agreements that effectively convert certain foreign currency
fixedrate and floatingrate assets and liabilities to US dollar
floatingrate assets and liabilities. These agreements involve
the exchange of the underlying principal amounts.
For the years ended December 31, 2010, 2009 and 2008,
AEGON recognized gains and (losses) related to the ineffective
portion of designated fair value hedges of EUR (6) million,
EUR (31) million and EUR 38 million respectively. No portion of
derivatives was excluded when assessing hedge effectiveness.
dErivaTivE iNSTrUmENTS dESigNaTEd aS caSh flOw
hEdgES
AEGON has entered primarily into interest rate swap
agreements that effectively convert certain variablerate assets
and liabilities to a fixedrate basis in order to match the cash
flows of the assets and liabilities within AEGON’s portfolio more
closely. These agreements involve the payment or receipt of
variablerate interest amounts in exchange for fixedrate
interest amounts over the life of the agreement without the
exchange of the underlying principal amounts. AEGON is
hedging its exposure to the variability of future cash flows from
the interest rate movements for terms up to 31 years for hedges
converting existing floatingrate assets and liabilities to
fixedrate assets.

NOTE 10

AEGON uses forward starting interest rate swap agreements to
hedge the variability in future cash flows associated with the
forecasted purchase of fixedincome assets. These agreements
reduce the impact of future interest rate changes on the
forecasted transaction. Fair value adjustments for these interest
rate swaps are deferred and recorded in equity until the
occurrence of the forecasted transaction at which time the
interest rate swaps will be terminated. The accumulated gain or
loss in equity will be amortized into investment income as the
acquired asset affects income. AEGON is hedging its exposure
to the variability of future cash flows from interest rate
movements for terms up to 22 years. The cash flows from these
hedging instruments are expected to affect the profit and loss
for approximately the next 41 years. For the year ended
December 31, 2010, the contracts for which cash flow hedge
accounting was terminated resulted in deferred gains of EUR 57
million that are recognized directly in equity to be reclassified
into net income during the period when the cash flows occur of
the underlying hedged items. For the same year, none of
AEGON’s cash flow hedges were discontinued, as it was
probable that the original forecasted transactions would occur
by the end of the originally specified time period documented
at the inception of the hedging relationship.
In addition, AEGON also makes use of cross currency swaps to
convert variable or fixed foreign currency cash flows into fixed
cash flows in local currencies. The cash flows from these
hedging instruments are expected to occur over the next
16 years. These agreements involve the exchange of the
underlying principal amounts.
For the year ended December 31, 2010, AEGON recognized a
gain of EUR 6 million of hedge ineffectiveness on cash flow
hedges. In 2009 and 2008 gains of EUR 10 million and EUR 12
million respectively of hedge ineffectiveness were recorded in
the income statement. In 2010 EUR (8) million was released
from equity into investment income (2009: EUR (117) million,
2008: EUR 306 million). The amount of deferred gains or losses
to be reclassified from equity into net income during the next
twelve months is expected to be EUR 10 million.

The periods when the cash flows are expected to occur are
as follows:

Cash inflows
Cash outflows

NET caSh flOwS

< 1 year

1–5
years

5 – 10
years

> 10 years

2010
Total

496

2,150

1,825

2,133

6,604

1

1

1

5

8

495

2,149

1,824

2,128

6,596
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Cash inflows
Cash outflows

NET caSh flOwS
dErivaTivE iNSTrUmENTS dESigNaTEd aS NET
fOrEigN iNvESTmENT hEdgES
AEGON funds its investments in insurance subsidiaries with a
mixture of debt and equity. AEGON aims to denominate debt
funding in the same currency as the functional currency of
the investment. Investments outside the Eurozone, the United
States, United Kingdom and Canada are funded in euros.
When the debt funding of investments is not in the functional
currency of the investment, AEGON uses derivatives to swap

NOTE 10

< 1 year

1–5
years

5 – 10
years

> 10 years

2009
Total

391

1,743

1,779

1,892

5,805

2

5

–

–

7

389

1,738

1,779

1,892

5,798

the currency exposure of the debt instrument to the
appropriate functional currency. This policy will ensure that
total capital will reflect currency movements without distorting
debt to shareholders’ equity ratios. AEGON utilizes various
financial instruments as designated hedging instruments of
its foreign investments. These instruments include longterm
and shortterm borrowings, shortterm debts to credit
institutions, cross currency swap contracts and forward
foreign exchange contracts.

iNvESTmENTS iN aSSOciaTES

At January 1

2010

2009

696

595

Additions

23

112

Disposals

(1)

Share in net income

41

23

(25)

27

Share in changes in associate’s equity (note 15.5)

–

Deferred gains on disposal

1

1

Impairment losses

–

(6)

Dividend
Net exchange difference
Other

aT dEcEmbEr 31
All associates are unlisted and are accounted for using
the equity method and are considered to be noncurrent.
The investments in associates include interest in insurance
companies that are required to maintain a minimum solvency
margin based on local directives. Such restrictions can affect

(13)

(53)

11

5

–

733

(8)

696

the ability of these associates to transfer funds in the form
of cash dividends, or repayment of loans or advances, and
therefore, there can be no assurance that these restrictions
will not become a limitation in the future. There are no
unrecognized shares of losses in associates.

Summarized financial information of associates

2010

2009

Assets

12,382

11,070

Liabilities

11,944

10,662

Revenue

2,163

2,050

41

23

Net income

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 51

for a listing of the principal investments in associates and the
Group’s percentage holding.
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NOTE 11

NOTE 11 - 12

rEiNSUraNcE aSSETS

assets arising from reinsurance contracts related to:

2010

2009

Life insurance general account

4,530

4,061

91

157

947

881

12

11

5,580

5,110

Life insurance for account of policyholders
Nonlife insurance
Investment contracts

aT dEcEmbEr 31

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 (refer to note 13).

movements during the year in reinsurance assets
relating to life insurance:
At January 1, 2010
Portfolio transfers and acquisitions
Gross premium and deposits – existing and new business
Unwind of discount / interest credited
Insurance liabilities released

EUR 19 million of the reinsurance assets are current
(2009: EUR 46 million).

Life insurance
general
account

Life insurance
for account of
policyholders

Total life
insurance

4,061

157

4,218

(6)
1,010
223
(1,058)

(88)
66
10
(56)

(94)
1,076
233
(1,114)

Changes to valuation of expected future benefits

(34)

–

(34)

Net exchange differences

342

2

344

Other movements

aT dEcEmbEr 31, 2010
At January 1, 2009

(8)

–

(8)

4,530

91

4,621

3,890

177

4,067

Disposal of a business

(2)

–

(2)

Portfolio transfers and acquisitions

(1)

(4)

(5)

Gross premium and deposits – existing and new business
Unwind of discount / interest credited
Insurance liabilities released

1,169

60

209

11

1,229
220

(1,186)

(92)

(1,278)

(29)

(1)

(30)

Net exchange differences

3

6

9

Other movements

8

–

8

4,061

157

4,218

Changes to valuation of expected future benefits

aT dEcEmbEr 31, 2009
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movements during the year in reinsurance assets relating to non-life insurance:

2010

2009

At January 1

881

858

Gross premium and deposits – existing and new business

224

211

Unwind of discount / interest credited
Insurance liabilities released
Changes to valuation of expected future benefits
Changes in unearned premiums

46

40

(156)

(137)

12

10

(117)

(99)

Changes in unexpired risks

(2)

(3)

Incurred related to current year

77

68

Incurred related to prior years

15

48

Release for claims settled current year

(23)

(22)

Release for claims settled prior years

(81)

(76)

2

9

69

(27)

Change in IBNR
Net exchange differences
Other movements

aT dEcEmbEr 31

NOTE 12

–

1

947

881

2010

2009

dEfErrEd ExpENSES aNd rEbaTES

DPAC for insurance contracts and investment contracts with discretionary participation features

11,340

10,900

Deferred transaction costs for investment management services

380

328

Unamortized interest rate rebates

228

253

11,948

11,481

aT dEcEmbEr 31
Current

1,197

1,180

10,751

10,301

DPAC

Deferred
transaction
costs

Unamortized
interest rate
rebates

10,900

328

253

1,540

72

24

Noncurrent

At January 1, 2010
Costs deferred / rebates granted during the year
Disposal of group assets
Amortization through income statement
Shadow accounting adjustments
Net exchange differences
Other

aT dEcEmbEr 31, 2010

(69)
(1,269)
(489)
734
(7)

11,340

–
(37)
–

(2)
(47)
–

20

–

(3)

–

380
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At January 1, 2009
Costs deferred / rebates granted during the year
Disposal of group assets

NOTE 13 - 13.1

DPAC

Deferred
transaction
costs

Unamortized
interest rate
rebates

12,224

307

263

1,555

57

37

(297)

(1)

Amortization through income statement

(1,190)

(33)

Shadow accounting adjustments

(1,455)

Net exchange differences
Other

aT dEcEmbEr 31, 2009

NOTE 13

–

–
(47)
–

78

5

–

(15)

(7)

–

10,900

328

253

Note

2010

2009

OThEr aSSETS aNd rEcEivablES

Real estate held for own use and equipment

13.1

574

548

Receivables

13.2

5,399

4,105

Accrued income

13.3

aT dEcEmbEr 31

1,939

2,170

7,912

6,823
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NOTE 13.1

rEal ESTaTE hEld fOr OwN USE
aNd EqUipmENT
General
account real
estate held for
own use

Policyholder
account real
estate held for
own use

Equipment

Total

At January 1, 2009

343

6

191

540

At December 31, 2009

332

–

216

548

aT dEcEmbEr 31, 2010

333

–

241

574

386

–

519

905

114

115

–

1

Net book value

cost
At January 1, 2010
Additions

1

Capitalized subsequent expenditure

1

–

(8)

–

2

–

–

2

15

–

23

38

–

–

(6)

(6)

397

–

552

949

54

–

303

357

9

–

67

76

(1)

–

(72)

(73)

2

–

13

15

64

–

311

375

At January 1, 2009

383

6

516

905

Additions

101

–

99

200

2

–

–

(11)

(6)

(89)

–

–

(9)

(9)

(1)

–

–

(1)

Disposals
Unrealized gains / (losses) through equity
Net exchange differences
Other

aT dEcEmbEr 31, 2010

(98)

(106)

accumulated depreciation and impairment losses
At January 1, 2010
Depreciation through income statement
Disposals
Net exchange differences

aT dEcEmbEr 31, 2010
cost

Capitalized subsequent expenditure
Disposals
Disposal on group of assets
Unrealized gains / (losses) through equity
Realized gains / (losses) through income statement
Transfers to investments in real estate
Net exchange differences
Other

aT dEcEmbEr 31, 2009

2
(106)

1

–

–

1

(91)

–

–

(91)

(7)

–

2

(5)

9

–

–

9

386

–

519

905
365

accumulated depreciation and impairment losses
At January 1, 2009

40

–

325

Depreciation through income statement

7

–

61

68

Disposals

–

–

(83)

(83)

Disposal on group of assets

–

–

(2)

(2)

Transfers to investments in real estate

(1)

–

–

(1)

Net exchange differences

(1)

–

2

1

9

–

–

9

54

–

303

357

Other

aT dEcEmbEr 31, 2009
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General account real estate held for own use are mainly held
by AEGON USA and AEGON The Netherlands, with relatively
smaller holdings in Hungary and Spain and are carried at
revalued amounts. The carrying value under a historical cost
model amounts to EUR 325 million (2009: EUR 297 million).
5% of the value of the general account real estate held for
own use was last revalued in 2010 (2009: 54%), based on
market value appraisals by qualified internal and external
appraisers. 81% of the appraisals in 2010 were performed by
independent external appraisers (2009: 98%).
General account real estate held for own use has not been
pledged as security for liabilities, nor are there any restrictions

NOTE 13.2 - 14

on title. Depreciation expenses are charged in ‘Commissions
and expenses’ in the income statement. The useful lives of
buildings range between 40 and 50 years.
Refer to note 48 for a summary of contractual commitments
for the acquisition of general account real estate held for
own use.
None of the equipment is held for lease (2009: EUR 0 million).
Equipment has not been pledged as security for liabilities, nor
are there any restrictions on title. Depreciation expenses have
been charged in ‘Commissions and expenses’ in the income
statement. Equipment is generally depreciated over a period
of three to five years.

NOTE 13.2 rEcEivablES

2010

2009

Loans to associates

39

38

Finance lease assets

21

31

1,647

1,551

Receivables from brokers and agents

131

147

Receivables from reinsurers

286

316

Receivables from policyholders

Cash outstanding from assets sold

39

48

Trade receivables

418

313

Cash collateral

940

420

Reverse repurchase agreements

923

9

Income tax receivable

120

431

Other
Provision for doubtful debts

aT dEcEmbEr 31
Current
Noncurrent
Carrying amounts disclosed reasonably approximate the fair
values at year end.

980

963

(145)

(162)

5,399

4,105

5,121

3,830

278

275

The movements in the provision for doubtful debts during the
year were as follows:

2010
At January 1
Additions charged to earnings
Unused amounts reversed through the income statement

2009

(162)

(142)

(8)

(21)

6

–

Used during the year

24

–

Net exchange differences

(5)

2

–

(1)

Other

aT dEcEmbEr 31

(145)

(162)
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NOTE 13.3 accrUEd iNcOmE

Accrued interest
Other

aT dEcEmbEr 31

2010

2009

1,928

2,161

11

9

1,939

2,170

EUR 1,932 million of the accrued income is current
(2009: EUR 2,166 million).
NOTE 14

caSh aNd caSh EqUivalENTS
2010

2009

Cash at bank and in hand

1,833

1,361

Shortterm deposits

1,285

1,614

Money market investments

1,222

347

891

992

5,231

4,314

Shortterm collateral

aT dEcEmbEr 31

The carrying amounts disclosed reasonably approximate the
fair values as at the year end.
EUR 12.7 billion (2009: EUR 8.9 billion) cash collateral is
received of which EUR 891 million (2009: EUR 992 million) is
included in cash and cash equivalents. This collateral relates
to security lending and repurchase agreements and margins
on derivatives transactions. A corresponding liability to repay
the cash is recognized in other liabilities (note 28). Refer to
note 49 for a discussion of collateral received and paid.
Investment of cash collateral received is restricted through
limitations on credit worthiness, duration, approved investment

categories and borrower limits. AEGON earns a share of the
spread between the collateral earnings and the rebate paid
to the borrower of the securities. Income from security
lending programs was approximately EUR 10 million
(2009: EUR 16 million; 2008: EUR 47 million).
The weighted effective interest rate on shortterm deposits was
0.44% (2009: 0.49%) and these deposits have an average
maturity of 4.75 days (2009: 4.27 days).
For the purposes of the cash flow statement, cash and cash
equivalents comprise the following:

Note
Cash and cash equivalents
Bank overdrafts

NET caSh aNd caSh EqUivalENTS

The majority of cash is not subject to any restrictions. However,
the Dutch Central Bank requires AEGON The Netherlands to
hold 2% of its assets relating to banking activities in an account
with the Dutch Central Bank. This amount on deposit is

23

2010

2009

5,231

4,314

(57)

5,174

(301)

4,013

reassessed on a monthly basis and carries interest at
approximately 1.0% (2009: 1.0%). The balance at the end
of the year was EUR 111 million (2009: EUR 98 million).
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NOTE 15 - 15.1

Note 15

ShareholderS’ equity
Issued share capital and reserves attributable to shareholders
of AEGON N.V.

Note

2010

2009

2008

Share capital – par value

15.1

278

278

251

Share premium

15.2

7,906

7,906

7,096

8,184

8,184

7,347

9,673

8,246

8,818

total share capital
Retained earnings
Treasury shares

15.3

total retained earnings
Revaluation reserves

15.4

Other reserves

15.5

total ShareholderS' equity
On August 13, 2009 AEGON completed a share issuance raising
EUR 1 billion of capital. As part of the issuance 157.8 million
ordinary shares with a par value of EUR 0.12 were issued and
32.7 million treasury shares were reissued. The shares were
issued at EUR 5.25 per share. Expenses relating to this share
issuance amounting to EUR 14 million have been charged to

Note 15.1

(252)

9,421
958
(1,353)

17,210

(251)

7,995

(725)

8,093

(1,709)

(7,167)

(2,306)

(2,218)

12,164

6,055

retained earnings. On October 1, 2009 Vereniging AEGON used
its right to purchase preferred shares B for an amount of
EUR 8.5 million representing 33.9 million shares at par value.
After the transaction Vereniging AEGON holds 22.8% of the
voting rights in AEGON N.V.

Share capital – par value

Common shares

2010

2009

2008

208

208

189

Preferred shares A

53

53

53

Preferred shares B

17

17

9

278

278

251

2010

2009

2008

at december 31 �

common shares
Authorized share capital
Number of authorized shares (in million)
Par value in cents per share

at January 1, 2008
Withdrawal
Share dividend

at december 31, 2008
Share issuance

at december 31, 2009
Share issuance

at december 31, 2010 �

360

360

360

3,000

3,000

3,000

12

12

12

Number of shares
(thousands)

total
amount

1,636,545

196

(99,770)

(12)

41,452

5

1,578,227

189

157,822

19

1,736,049

208

–

–

1,736,049

208
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preferred shares

2010

2009

2008

250

250

250

25

25

25

Authorized share capital
Par value in cents per share

Preferred shares A

at January 1, 2008
Shares issued

at december 31, 2008
Shares issued

at december 31, 2009
Shares issued

at december 31, 2010
All 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 Meeting of Shareholders. Moreover,
repayment on preferred shares needs approval of the related
shareholders. Refer to Other information for further
information on dividend rights.
There are restrictions on the amount of funds that companies
within the Group may transfer in the form of cash dividends or
otherwise to the parent company. These restrictions stem from
solvency and legal requirements. Refer to note 46 for a
description of these requirements.
Vereniging AEGON, based in The Hague, holds all of the issued
preferred shares.
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 voting shares, unless
Vereniging AEGON as a result of exercising these option rights
would increase its voting power to more than 33 percent. Class
B preferred shares will then be issued at par value (EUR 0.25),
unless a higher issue price is agreed. In the years 2003 through
2007, 35,170,000 class B preferred shares were issued under

Preferred shares B

Number of
shares
(thousands)

total
amount

Number of
shares
(thousands)

total
amount

211,680

53

35,170

9

–

–

–

–

211,680

53

35,170

9

–

–

33,860

8

211,680

53

69,030

17

–

–

–

–

211,680

53

69,030

17

these option rights. In 2008, no option rights were exercised.
In 2009, Vereniging AEGON exercised its option rights to
purchase in aggregate 33,860,000 class B preferred shares at
par value to correct dilution caused by AEGON’s EUR 1 billion
equity issue as completed in August 2009.
AEGON N.V. and Vereniging AEGON have entered into a
preferred shares voting rights 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 combination by any
person or group of persons, whether individually or as a group,
other than in a transaction approved by the Executive Board
and Supervisory Board. If, in its sole discretion, Vereniging
AEGON determines that a ‘special cause’ has occurred,
Vereniging AEGON will notify the General Meeting of
Shareholders and retain its right to exercise the full voting
power of 25/12 vote per preferred share for a limited period of
six months.
With regard to granted share appreciation rights and option
rights and their valuation refer to note 38.
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NOTE 15.2 - 15.4

Note 15.2 Share premium

At January 1

2010

2009

2008
7,101

7,906

7,096

Additions

–

810

Share dividend

–

–

7,906

7,906

7,096

- Common shares

5,854

5,854

5,044

- Preferred shares

2,052

2,052

2,052

7,906

7,906

7,096

at december 31

–
(5)

Share premium relating to:

total Share premium
The share premium account reflects the balance of paid-in
amounts above par value at issuance of new shares less the
amounts charged for share dividends.

Note 15.3

treaSury ShareS
On the balance sheet date AEGON N.V. and its subsidiaries held
29,245,571 of its own common shares with a face value of
EUR 0.12 each.

Movements in the number of repurchased own shares held by
AEGON N.V. were as follows:

At January 1

2010

2009

2008

Number of shares
(thousands)

Number of shares
(thousands)

Number of shares
(thousands)

27,572

60,265

133,828

–

–

transactions in 2010:
Sale: 1 transaction, price EUR 4.75

(52)

transactions in 2009:
Sale: 1 transaction, price EUR 5.25

–

(32,654)

–

Sale: 1 transaction, price EUR 3.18

–

(39)

–

transactions in 2008:
Purchase: 10 transactions, average price EUR 8.32

–

–

Sale: 1 transaction, price EUR 10.28

–

–

Withdrawal of common share capital

at december 31

As part of their insurance and investment operations,
subsidiaries within the Group also hold AEGON N.V. common
shares, both for their own account and for account of

–

–

27,520

27,572

26,300
(93)
(99,770)

60,265

policyholders. These shares have been treated as treasury
shares and are (de)recognized at the consideration paid or
received.
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2009

2010

Held by AEGON N.V.

2008

Number of
shares
(thousands)

total
amount

Number of
shares
(thousands)

total
amount

Number of
shares
(thousands)

total
amount

27,520

235

27,572

236

60,265

679

Held by subsidiaries

1,726

17

1,699

15

2,513

46

at december 31

29,246

252

29,271

251

62,778

725

Availablefor-sale
investments

Real estate
held for
own use

Cash flow
hedging
reserve

(1,928)

39

180

(1,709)

(22)

–

–

(22)

2

367

Note 15.4 revaluatioN reServeS

At January 1, 2010
Disposal of a business
Gross revaluation

4,044

total

4,413

Net (gains)/losses transferred to income statement

(203)

–

(8)

(211)

Foreign currency translation differences

(171)

2

14

(155)

(2)

(129)

Tax effect

at december 31, 2010
At January 1, 2009
Disposal of a business
Gross revaluation
Net (gains)/losses transferred to income statement
Foreign currency translation differences
Tax effect
Other

at december 31, 2009
At January 1, 2008
Gross revaluation
Net (gains)/losses transferred to income statement
Foreign currency translation differences
Tax effect
Other

at december 31, 2008

The revaluation accounts for both available-for-sale
investments and for real estate held for own use include
unrealized gains and losses on these investments, net of tax.

(1,227)

(1,358)

493

41

424

958

(7,864)

41

656

(7,167)

59

–

7,791

1

(592)

7,200

640

–

(117)

523

61

(1)

(22)

(1)

255

(1)

–

(2,623)
8

–

59

38
(2,369)
7

(1,928)

39

180

(679)

36

127

(516)

(10,970)

7

429

(10,534)

–

306

1,024

718
(162)
3,236

1

63

(3)

(269)

(1,709)

(98)
2,964

(7)

–

–

(7)

(7,864)

41

656

(7,167)

Upon sale, the amounts realized are recognized in the income
statement or transferred to retained earnings. Upon impairment,
unrealized losses are recognized in the income statement.
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The closing balances of the revaluation reserve for availablefor-sale investments relate to the following instruments:
2010
Shares

246

Debt securities

242

Other

5

revaluatioN reServe for available-for-Sale iNveStmeNtS

The cash flow hedging reserve is made up of (un)realized gains
and losses on the effective portions of hedging instruments, net
of tax. The amounts are recognized in the income statement at
the moment of realization of the hedged position to offset the

493

2009
119
(2,050)
3

(1,928)

2008
54
(7,910)
(8)

(7,864)

gain or loss from the hedged cash flow. No amounts have been
released from equity to be included in the initial measurement
of non-financial assets or liabilities.

Note 15.5 other reServeS

Foreign
currency
translation
reserve
At January 1, 2010

Net foreign
investment
hedging
reserve

Equity
movements
of associates

(82)

Movement in foreign currency translation
and net foreign investment hedging reserves

1,308

(262)

–

Tax effect

(118)

67

–

(51)

(17)

–

–

(17)

Transfer from other heading within equity
Equity movements of associates

at december 31, 2010
At January 1, 2009
Movement in foreign currency translation
and net foreign investment hedging reserves

–

–

(25)

(25)

(36)

(1,353)

(2,167)

(13)

(38)

(2,218)

(104)

(94)

–

(198)

–

29

25

–

54

–

27

–

Tax effect

29
–

At January 1, 2008
Movement in foreign currency translation
and net foreign investment hedging reserves
Tax effect
Equity movements of associates

at december 31, 2008

The foreign currency translation reserve includes the currency
results from investments in non-euro denominated subsidiaries.
The amounts are released to the income statement upon the
sale of the subsidiary.
The net foreign investment hedging reserve is made up of gains
and losses on the effective portions of hedging instruments,

1,046

(277)

29

at december 31, 2009

(2,306)

(1,040)

Disposal of a business
Equity movements of associates

(11)

total

(2,213)

27

(2,213)

(82)

(11)

(2,306)

(1,760)

(250)

(31)

(2,041)

(362)

280

–

(82)

(45)

(43)

–

(88)

–

(2,167)

–

(13)

(7)

(7)

(38)

(2,218)

net of tax. The amounts are recognized in the income statement
at the moment of realization of the hedged position to offset
the gain or loss from the net foreign investment.
The equity movements of associates reflect AEGON’s share of
changes recognized directly in the associate’s equity.
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Note 16

coNvertible core capital SecuritieS

At January 1
Additions
Repayments

at december 31

On December 1, 2008, AEGON’s core capital was increased
through a transaction with the State of the Netherlands in view
of the ongoing uncertainty regarding the financial and economic
environment during the year. Vereniging AEGON received a
senior loan of EUR 3 billion which was invested in AEGON against
issuance of 750 million non-voting convertible core capital
securities at EUR 4.00 per security. The newly issued securities
rank equal to common shares (pari passu), but carry no voting
rights. This structure was designed to avoid dilution of voting
rights of existing shareholders. The proceeds from the
convertible core capital securities may only be used for general
corporate purposes in the ordinary course of business;
investments in subsidiaries chargeable to the additional capital
in excess of EUR 300 million outside the European Union
require prior approval from the Dutch Central Bank.

2010

2009

2,000

3,000

–

–

–

3,000

(500)

1,500

2008

(1,000)

2,000

–

3,000

terms of AEGON’s agreement with the Dutch government, the
premium for repurchase amounted to EUR 108 million based on
the volume weighted average share price of AEGON shares of
EUR 4.8315 during the five trading days from November 23 until
November 27. The amount repurchased includes accrued
interest from May 22, 2009 of EUR 44 million.
On August 30, 2010, AEGON repurchased 125 million of
convertible core capital securities. The total payment to the
Dutch government amounted to EUR 563 million and included a
premium for repurchase amounting to EUR 52 million and
accrued interest from May 25, 2010 of EUR 11 million.
Refer to note 53 for disclosure about a repurchase of
convertible core capital securities after December 31, 2010.

On November 30, 2009, AEGON repurchased 250 million of
convertible core capital securities. The total payment to the
Dutch government amounted to EUR 1.15 billion. Under the
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Note 17

other equity iNStrumeNtS
Junior
perpetual
capital
securities

Perpetual
cumulative
subordinated
bonds

Share
options
not yet
exercised

total

4,192

453

64

4,709

Share options cost incurred

–

–

7

7

Share options forfeited

–

–

(12)

(12)

4,192

453

59

4,704

4,192

453

54

4,699

Share options cost incurred

–

–

13

13

Share options forfeited

–

–

(3)

(3)

4,192

453

64

4,709

4,192

567

36

4,795

Share options cost incurred

–

–

19

Redemptions

–

At January 1, 2010

at december 31, 2010
At January 1, 2009

at december 31, 2009
At January 1, 2008

Share options forfeited

at december 31, 2008

Junior perpetual
capital securities

(114)

–
(1)

19
(114)

–

–

4,192

453

54

4,699

(1)

Coupon
rate

Coupon date, as of

Year of
first call

2010

2009

2008

USD 500 million

6.5%

Quarterly, December 15

2011

424

424

424

USD 250 million

floating LIBOR rate

Quarterly, December 15

2011

212

212

212

USD 550 million

6.875%

Quarterly, September 15

2011

438

438

438

6.0%

Annually, July 21

2011

200

200

200

7.25%

Quarterly, December 15

2012

745

745

745

EUR 200 million
USD 1,050 million

1

EUR 950 million

floating DSL rate

2

Quarterly, July 15

2014

950

950

950

USD 500 million

floating CMS rate

3

Quarterly, July 15

2014

402

402

402

Quarterly, June 15

2015

USD 1 billion

6.375%

at december 31
1

2

3

821

821

821

4,192

4,192

4,192

The coupon of the USD 250 million junior perpetual capital securities is reset each quarter based on the then prevailing
three-month LIBOR yield plus a spread of 87.5 basis points, with a minimum of 4%.
The coupon of the EUR 950 million junior perpetual capital securities is reset each quarter based on the then prevailing
ten-year Dutch government bond yield plus a spread of ten basis points, with a maximum of 8%.
The coupon of the USD 500 million junior perpetual capital securities is reset each quarter based on the then prevailing
ten-year US dollar interest rate swap yield plus a spread of ten basis points, with a maximum of 8.5%.

The interest rate exposure on some of these securities has been
swapped to a three-month LIBOR and/or EURIBOR related yield.
The securities have been issued at par. The securities have
subordination provisions and rank junior to all other liabilities.
The conditions of the securities contain certain provisions for

optional and required coupon payment deferral and mandatory
payments events. Although the securities have no stated
maturity, AEGON has the right to call 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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Coupon
rate

perpetual cumulative subordinated bonds

Coupon
date

Year of
next call

2010

2009

2008

EUR 203 million

7.125%

1,4

March 4

2011

203

203

203

EUR 114 million

4.156%

2,4

June 8

2015

114

114

114

EUR 136 million

5.185%

3,4

October 14

2018

136

136

136

453

453

453

at december 31
1
2
3

4

The coupon of the EUR 203 million bonds is set at 7.125% until March 4, 2011. �
The coupon of the EUR 114 million bonds was originally set at 8% until June 8, 2005. As of this date, the coupon is reset at 4.156% until 2015. �
The coupon of the EUR 136 million bonds was originally set at 7.25% until October 14, 2008. As of this date, the coupon is reset at 5.185% until
October 14, 2018.
If the bonds are not called on the respective call dates and after consecutive period of ten years, the coupons will be reset at the then prevailing
effective yield of ten-year Dutch government securities plus a spread of 85 basis points.

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 amounts to meet losses.

Note 18

Although the bonds have no stated maturity, AEGON has the
right to call the bonds for redemption at par for the first time
on the coupon date in the years as specified.

truSt paSS-through SecuritieS
Coupon
rate

Coupon
date

Year of
issue

Year of
maturity

Year of
next call

2010

Floating

Quarterly, July 23

2004

2034

2011

14

13

USD 225 million 2

7.65%

Semi–annually, December 1

1996

2026

n.a.

91

82

USD 190 million 2

7.625%

Semi–annually, November 15

1997

2037

n.a.

38

35

143

130

USD 18 million 1

at december 31
1
2

2009

Issued by a subsidiary of AEGON N.V. �
Issued by a subsidiary of, and guaranteed by AEGON N.V. �

Trust pass-through securities are securities through which the
holders participate in a trust. The assets of these trusts consist
of junior subordinated deferrable interest debentures issued by
Transamerica Corporation and Clark Consulting Inc. The trust
pass-through securities carry provisions with regard to deferral
of distributions for extension periods up to a maximum of ten
consecutive semi-annual periods. The trust pass-through

securities are subordinated to all other unsubordinated
borrowings and liabilities. There were no defaults or breaches
of conditions during the period.
The fair value of these loans amounts to EUR 117 million (2009:
EUR 88 million).
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Note 19

NOTE 19

iNSuraNce coNtractS
2010

2009

91,457

85,520

- Unearned premiums and unexpired risks

3,209

2,890

- Outstanding claims

1,763

1,604

Life insurance
Non-life insurance

- Incurred but not reported claims
Incoming reinsurance

at december 31

702

721

3,375

3,055

100,506

93,790

2010

2009

4,967

4,478

Non-life insurance:
- Accident and health insurance
- General insurance

707

737

total NoN-life iNSuraNce

5,674

5,215

movements during the year in life insurance:

2010

2009

At January 1

85,520

89,163

Disposal of a business
Portfolio transfers and acquisitions
Gross premium and deposits – existing and new business
Unwind of discount / interest credited
Insurance liabilities released
Changes in valuation of expected future benefits
Losses recognized as a result of liability adequacy testing
Shadow accounting adjustments
Net exchange differences
Transfer to insurance contracts for account of policyholders
Other

at december 31

(984)

(3,619)

66

228

6,850

10,298

4,020

3,898

(10,020)

(10,507)

468
7
133

(1,334)
6
(165)

4,829

(905)

6

(1,156)

562

(387)

91,457

85,520
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movements during the year in non-life insurance:

2010

2009

At January 1

5,215

5,200

Gross premiums – existing and new business

2,245

2,108

Unwind of discount / interest credited
Insurance liabilities released
Changes in valuation of expected future claims
Change in unearned premiums
Change in unexpired risks
Incurred related to current year
Incurred related to prior years

226
(1,185)
13
(1,127)
(4)
717

203
(1,072)
4
(1,064)
(4)
665

272

302

Release for claims settled current year

(350)

(307)

Release for claims settled prior years

(609)

(630)

Change in IBNR

(48)

(46)

Net exchange differences

309

(145)

Other

–

1

at december 31

5,674

5,215

movements during the year in incoming reinsurance:

2010

2009

At January 1

3,055

3,014

Gross premium and deposits – existing and new business

1,767

1,625

Unwind of discount / interest credited
Insurance liabilities released

230
(1,861)

158
(1,593)

Changes in valuation of expected future benefits

(42)

(39)

Net exchange differences

238

(106)

Other

at december 31

(12)

3,375
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Note 20

NOTE 20 - 21

iNSuraNce coNtractS for accouNt
of policyholderS

insurance contracts for account of policyholders
At January 1
Disposal of a business

2010

2009

77,650

69,760

69,760

60,808

–

Portfolio transfers and acquisitions

(142)

Gross premium and deposits – existing and new business

6,475

Unwind of discount / interest credited

(226)
(348)
5,760

7,166

9,697

Insurance liabilities released

(7,780)

(5,697)

Fund charges released

(1,074)

(975)

Changes in valuation of expected future benefits

(63)

Transfer to / from insurance contracts

(6)

Net exchange differences

3,283

Other

at december 31

Note 21

(318)

31

1

77,650

69,760

2010

2009

23,237

27,932

iNveStmeNt coNtractS

investment contracts
1

(98)
1,156

1

Refer to note 47 for a summary of all financial assets and financial liabilities at fair value through profit or loss.

At January 1, 2010
Portfolio transfers and acquisitions
Deposits
Withdrawals
Investment contracts liabilities released

Without
discretionary
participation
features

With
discretionary
participation
features

total

27,318

614

27,932

(185)
3,261
(9,803)

–

(185)

–

3,261

–

(9,803)

–

46

46

Interest credited

666

–

666

Fund charges released

(11)

–

(11)

Movements related to fair value hedges
Net exchange differences
Other

at december 31, 2010

(25)
1,717
(380)

22,558

–
19
–

679

(25)
1,736
(380)

23,237
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At January 1, 2009
Portfolio transfers and acquisitions
Deposits
Withdrawals
Investment contracts liabilities released

Without
discretionary
participation
features

With
discretionary
participation
features

total

35,696

535

36,231

9

–

9

5,173

–

5,173

–

(13,488)

(13,488)
–

40

40

Interest credited

863

–

863

Fund charges released

(10)

–

(10)

Movements related to fair value hedges

(362)

–

(362)

Net exchange differences

(814)

39

(775)

Other

at december 31, 2009

fair value of investment contracts without discretionary
participation features

investment contracts consist of the following:
Institutional guaranteed products

251

–

251

27,318

614

27,932

2010

2009

22,989

27,297

2010

2009

10,385

14,822

Fixed annuities

5,698

5,805

Savings accounts

5,503

5,660

679

614

Investment contracts with discretionary participation features
Other

at december 31

972

1,031

23,237

27,932
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Note 22

iNveStmeNt coNtractS for
accouNt of policyholderS

investment contracts for account of policyholders
1

NOTE 22 - 23

1

2010

2009

69,527

57,421

Refer to note 47 for a summary of all financial assets and financial liabilities at fair value through profit or loss.

At January 1, 2010
Gross premium and deposits – existing and new business
Withdrawals

Without
discretionary
participation
features

With
discretionary
participation
features

total

20,477

36,944

57,421

5,436

6,464

11,900

(4,614)

Interest credited
Investment contracts liabilities released
Fund charges released
Net exchange differences
Other

3,238
–
(129)
1,201
(6)

at december 31, 2010
At January 1, 2009
Gross premium and deposits – existing and new business
Withdrawals
Disposal of a business
Interest credited
Investment contracts liabilities released
Fund charges released
Net exchange differences
Other

(4,614)

4,226

7,464

(4,838)

(4,838)

–
1,128
–

(129)
2,329
(6)

25,603

43,924

69,527

16,829

28,785

45,614

3,805

5,219

9,024

(2,578)

–

(2,578)

(131)

–

(131)

2,872
–

5,109

7,981

(4,271)

(4,271)

(94)

–

(179)

2,102

(47)

at december 31, 2009

–

–

(47)

36,944

57,421

2010

2009

7,743

6,512

701

520

Bank overdrafts

57

301

Short term deposits

17

152

at december 31

8,518

7,485

Current

1,031

2,038

Non-current

7,487

5,447

Total fair value of borrowings

8,631

7,587

Note 23

20,477

(94)
1,923

borrowiNgS

Debentures and other loans
Commercial paper
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Bank overdrafts are largely part of cash pool agreements with
banks and matched by cash balances. IFRS does not permit net
presentation of these cash balances and bank overdrafts under
the current agreements with these banks. �

debentures and other loans
USD 133 million Zero Coupon Bonds
EUR 900 million ECB Facility

EUR 308 million of the debentures and other loans are pledged
as collateral (2009: nil). �

Coupon rate

Coupon date

Issue /
Maturity

2010

–

–

1982 / 10

–

90

1.00%

July 1

2009 / 10

–

900

–

–

1982 / 12

122

98

1

2, 4

USD 200 million Zero Coupon Bonds

1

EUR 1.0 billion Senior Notes
EUR 135 million Mortgage loan

3

EUR 80 million Mortgage loan

3

2009

7.00%

April 29

2009 / 12

998

996

Floating

Quarterly

2010 / 12

135

–

Floating

Quarterly

2010/ 12

80

–

4.75%

Semi–annually

2003 / 13

561

521

USD 750 million Senior Notes
EUR 500 million Medium-Term Notes

4.125%

December 8

2004 / 14

521

507

USD 500 million Senior Unsecured Notes

4.625%

Semi–annually

2009 / 15

372

345

Floating

Quarterly

2010 / 15

996

–

Floating

Quarterly

2010 / 15

39

–

EUR 1,018 million ‘SAECURE 7’ RMBS Note
GBP 35 million Note issue agreement

2, 5

2, 6, 7

EUR 842 million ‘SAECURE 9’ RMBS Note

2, 8

EUR 75 million Medium-Term Notes
USD 500 million Senior Notes

Floating

Quarterly

2010 / 16

826

–

4.625%

December 9

2004 / 19

72

73

1

GBP 92 million Note issue agreement

2, 6, 7

USD 305 million Note issue agreement

2

GBP 250 million Note issue agreement

2, 6, 7

GBP 250 million Medium-Term Notes
USD 1.54 billion Variable Funding Surplus Note
USD 1.5 billion Variable Funding Surplus Note

1,6

1,6

USD 550 million Floating Rate Guaranteed Note
GBP 400 million Senior Unsecured Notes

2,6

5.75%

Semi–annually

2005 / 20

375

357

Floating

April 21

2007 / 21

19

22

5.54%/8.88%

Quarterly

2002 / 22

106

111

Floating

April 21

2008 / 23

208

242

6.125%

December 15

1999 / 31

286

277

Floating

Quarterly

2006 / 36

957

816

Floating

Quarterly

2007 / 37

190

241

Floating

Quarterly

2007 / 37

355

382

6.625%

Semi–annually

2009 / 39

457

443

68

91

7,743

6,512

Other

at december 31
1
2
3
4
5

6
7
8

Issued by subsidiaries of, and guaranteed by AEGON N.V.
Issued by a subsidiary of AEGON N.V. �
Issued by a joint venture of AEGON Nederland N.V. �
Part of the Long Term Refinancing Operation (LTRO) program and fully collateralized. �
The first optional redemption date is August 2015; the legal maturity date is August 2093. Notes are fully collateralized by mortgage loans which are
part of AEGON’s general account investment.
Outstanding amounts can vary up to the maximum stated nominal amount.
Private Value-in-Force (ViF) securitization by AEGON UK to monetize a portion of future profits associated with an existing book of unit-linked business.
The first optional redemption date is March 2016; the legal maturity date is September 2092. Notes are fully collateralized by mortgage loans which are
part of AEGON’s general account investment.

Included in debentures and other loans is EUR 987 million
(2009: EUR 959 million) relating to borrowings measured at fair
value. Proceeds have been swapped to US dollar floating-rate.
For the year 2010, AEGON’s credit spread had a negative impact
of EUR 6 million on income before tax (2009: negative impact
of EUR 189 million) and a negative impact of EUR 4 million on
shareholders’ equity (2009: negative impact of EUR 132 million).

The cumulative negative impact of AEGON’s credit spread,
based on observable market data, on income before tax
amounted to EUR 42 million (2009: EUR 36 million).
The difference between the contractually required payment
at maturity date and the carrying amount of the borrowing
amount to EUR 59 million (2009: EUR 43 million).
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undrawn committed borrowing facilities:

NOTE 24 - 25

2010

2009

Floating-rate
- Expiring within one year

318

330

2,245

2,082

2,563

2,412

2010

2009

provisions

357

421

Current

215

196

Non-current

142

225

- Expiring beyond one year

at december 31

There were no defaults or breaches of conditions during the
period.
Note 24

proviSioNS

At January 1

421

495

Additional provisions

192

133

Unused amounts reversed through the income statement

(60)

Unwinding of discount and change in discount rate
Used during the year
Net exchange differences

at december 31

7
(214)
11

(4)
9
(207)
(5)

357

421

2010

2009

1,566

1,533

The provisions include litigation provisions and provisions for
contingent consideration relating to business combinations.
Note 25

defiNed beNefit plaNS

Retirement benefit plans
Other post-employment benefit plans

total defiNed beNefit plaNS
Retirement benefit plans in deficit
Retirement benefit plans in surplus

total defiNed beNefit aSSetS
Retirement benefit plans in deficit
Other post-employment benefit plans in deficit

total defiNed beNefit liabilitieS

234

215

1,800

1,748

352

356

–

–

352

356

1,918

1,889

234

215

2,152

2,104
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2009

2010
Retirement
benefit
plans

Other postemployment
benefit plans

1,533
–

Defined benefit expenses

210

Contributions paid

(42)

movements during the year
in defined benefit plans:
At January 1
Disposal of a business

Benefits paid

Other postemployment
benefit plans

total

215

1,748

1,416

216

1,632

–

–

21

231

237

(42)

(41)

(147)

–

(8)

–
18
–

(8)
255
(41)

(131)

(16)

(90)

(15)

(105)

(12)

13

1

17

(5)

12

8

1

9

2

1

3

1,566

234

1,800

1,533

215

1,748

2007

2006

Net exchange differences
Other

at december 31 �

total

Retirement
benefit plans

The amounts recognized in the balance sheet are determined as
follows:

retirement benefit plans:

2010

Present value of wholly or partly funded obligations
Fair value of plan assets
Present value of wholly unfunded obligations
Unrecognized actuarial gains/(losses)

2008

2,925

2,545

2,144

2,357

2,487

(2,507)

(2,092)

(1,786)

(2,541)

(2,620)

418

453

358

(184)

(133)

1,952

1,831

1,644

1,622

1,768

(804)

Unrecognized past service cost

2009

(751)

(586)

110

(201)

–

–

–

2

at december 31 �

1,566

1,533

1,416

1,550

1,433

other post-employment benefit plans:

2010

2009

2008

2007

2006

Present value of wholly or partly funded obligations

3

3

4

4

4

Fair value of plan assets

–

–

–

–

–

3

3

4

4

4

Present value of wholly unfunded obligations

256

224

231

224

247

Unrecognized actuarial gains/(losses)

(25)

(12)

(19)

(29)

(42)

Unrecognized past service cost

at december 31 �
defined benefit plans:
Present value of wholly or partly funded obligations
Fair value of plan assets
Present value of wholly unfunded obligations
Unrecognized actuarial gains/(losses)
Unrecognized past service cost

at december 31
1

1

(1)

–

–

–

–

–

234

215

216

199

209

2010

2009

2008

2007

2006

2,928

2,548

2,148

2,361

2,491

(2,507)

(2,092)

(1,786)

(2,541)

(2,620)

421

456

362

(180)

(129)

2,208

2,055

1,875

1,846

2,015

(829)

(763)

(605)

81

–

–

–

2

1,800

1,748

1,632

1,749

(243)
(1)

1,642

Assets held by AEGON The Netherlands backing retirement benefits do not meet the definition of plan assets and as such were not deducted in
calculating this amount. Instead, these assets are recognized as general account assets. Consequently, the return on these assets also does not form
part of the calculation of defined benefit expenses.
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NOTE 25

The fair value of AEGON’s own financial instruments included
in plan assets and the fair value of other assets used by AEGON
included in planned assets was nil in both 2010 and 2009.
2009

2010

defined benefit expenses:

Retirement
benefit plans

Current year service costs
Interest cost
Expected return on plan assets
Actuarial (gains) / losses recognized
(Gains) / losses on curtailment
Past service cost
Other

total defiNed beNefit
expeNSeS

Other postemployment
benefit plans

total

Retirement
benefit plans

Other postemployment
benefit plans

total

93

6

99

79

6

85

259

13

272

231

14

245

(162)

–

(162)

(133)

–

(133)

51

–

51

59

–

59

(29)

–

(29)

–

–

–

1

2

3

1

(2)

(1)

(3)

–

(3)

–

–

–

237

18

255

210

21

231

2008

defined benefit expenses:
Current year service costs
Interest cost
Expected return on plan assets

Retirement
benefit plans

Other postemployment
benefit plans

Total

89

6

95

229

14

(193)

Actuarial (gains) / losses recognized
Past service cost

total defiNed beNefit expeNSeS

–

243
(193)

2

–

2

(2)

2

–

22

147

125

Defined benefit expenses are included in ‘Commissions and
expenses’ in the income statement.
2009

2010
Retirement
benefit plans
Actual return on plan assets and
reimbursement rights

337

Other postemployment
benefit plans
–

total

Retirement
benefit plans

Other postemployment
benefit plans

total

337

374

–

374
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movements during the year of the present value of the defined benefit obligations:

2010

2009

At January 1

4,603

4,023

Disposal of a business
Current year service costs
Interest cost
Contributions by plan participants
Actuarial (gains)/losses
Benefits paid
Settlements and curtailments
Past service cost
Net exchange differences
Other

–

(14)

99

85

272

245

11

11

258

475

(256)

(207)

(40)

–

3

(1)

183

(17)

3

3

at december 31

5,136

4,603

movements during the year in plan assets for retirement benefit plans:

2010

2009

At January 1

2,092

1,786

Disposal of a business

–

(3)

Expected return on plan assets

162

133

Actuarial gains/(losses)

175

241

53

51

Contributions by employer
Contributions by plan participants
Benefits paid
Net exchange differences
Other

at december 31

–

1

(109)

(102)

134

(14)

–

(1)

2,507

2,092

breakdown of plan assets for retirement benefit plans:

2010

2009

Equity instruments

All other post-employment benefits plans are unfunded.

1,418

1,198

Debt instruments

933

774

Other

156

120

2,507

2,092

at december 31

All other post-employment benefits plans are unfunded.
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NOTE 25

SeNSitivity of aSSumed medical coSt treNd
rateS:
Assumed medical cost trend rates have an effect on the
amounts reported for the health care plans. A one-percentage
change in assumed medical cost trend rates would have the
following effects:
2009

2010
+ 1%

Aggregate of current service cost and interest cost components of net periodic
post-employment medical costs
Accumulated post-employment benefit obligation for medical cost

experience adjustments arising on:
Plan liabilities
Plan assets

An experience adjustment on plan liabilities is the difference
between the actuarial assumptions underlying the scheme and
the actual experience during the period. This excludes the
effect of changes in the actuarial assumptions that would also

2010

– 1%

+ 1%

– 1%

2

(1)

2

(1)

18

(16)

14

(13)

2009

59

(11)

175

241

2008
(3)
(882)

2007

2006

(37)

(76)

64

112

qualify as actuarial gains and losses. Experience adjustments
on plan assets are the difference between expected and actual
return on assets.

best estimate of contributions expected for the next
annual period

104

Pension
benefits

Other
benefits

total

2011

237

18

255

2012

248

17

265

2013

244

20

264

2014

250

21

271

2015

254

22

276

1,346

120

1,466

estimated future benefits:

2016-2020

Defined benefit plans are mainly operated by AEGON USA,
AEGON The Netherlands and AEGON UK. The following sections
contain a general description of the plans in each of these
subsidiaries, a summary of the principal actuarial assumptions
applied in determining 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 covering substantially all
its employees that are qualified under the Internal Revenue
Service Code. The benefits are based on years of service and

the employee’s eligible annual compensation. The defined
benefit plans were unfunded by EUR 171 million at December 31,
2010 (2009: EUR 113 million unfunded).
AEGON USA also sponsors supplemental retirement plans to
provide senior management 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 184 million (2009: EUR 192 million).
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2010

2009

Discount rate

5.25%

6.00%

Rate of increase in compensation levels

4.59%

4.59%

Assumptions used to determine benefit obligations at year-end:

Assumptions used to determine net periodic benefit cost for the year ended December 31:
Discount rate

6.00%

6.50%

Rates of increase in compensation levels

4.59%

4.56%

Expected long-term rate of return on assets

7.65%

8.10%

The expected return on plan assets is set at the long-term rate
expected to be earned based on the long-term investment
strategy and the various classes of the invested funds. For each
asset class, a long-term asset return assumption is developed
taking into account the long-term level of risk of the asset and
historical returns of the asset class. A weighted average expected
long-term rate was developed based on long-term returns for
each asset class and the target asset allocation of the plan. �

AEGON USA provides health care benefits to retired employees,
which are predominantly unfunded. The post-retirement health
benefit liability amounts to EUR 185 million (2009:
EUR 165 million). �
The principal actuarial assumptions that apply for the year
ended December 31, 2010 are as follows: �

2010

2009

Health care cost trend rate assumed for next year

7.50%

8.00%

Rate that the cost trend rate gradually declines to

5.00%

5.00%

2020

2013

Equity instruments

53 – 73%

53 – 73%

Debt instruments

15 – 35%

15 – 35%

0 – 15%

0 – 15%

Assumed health care trend rates:

Year that the rate reaches the rate that it is assumed to remain at
Target allocation of plan assets for retirement benefit plans for the next annual period is:

Other

The overall goal of the plans is to maximize total investment
returns to provide sufficient funding for the present and
anticipated future benefit obligations within the constraints of a
prudent level of portfolio risk and diversification. AEGON
believes that the asset allocation is an important factor in
determining the long-term performance of the plans. From time
to time the actual asset allocation may deviate from the desired
asset allocation ranges due to different market performance
among the various asset categories. If it is determined that
rebalancing is required, future additions and withdrawals will be
used to bring the allocation to the desired level.
Pension plan contributions were not required for AEGON USA in
2010 or 2009.

aegoN the NetherlaNdS
AEGON The Netherlands has a number of defined benefit plans
and a small defined contribution plan. The contributions to the
retirement benefit plan of AEGON The Netherlands are paid by
both the employees and the employer, with the employer
contribution being variable. The benefits covered are retirement
benefits, disability, death and survivor pension and are based
on an average salary system. Employees earning more than
EUR 45,296 per year (as at January 1, 2010) 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 plans were unfunded by EUR 1,756 million
at December 31, 2010 (2009: EUR 1,631 million). Assets held by
AEGON The Netherlands for retirement benefits do not meet
the definition of plan assets and as such were not deducted in
calculating this amount. Instead, these assets are recognized as
general account assets. Consequently, the return on these assets
do not form part of the calculation of defined benefit expenses.
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NOTE 26 - 27

AEGON The Netherlands also has a post-retirement medical
plan that contributes to the health care coverage of employees
and beneficiaries after retirement. The liability related to this
plan amounted to EUR 46 million at December 31, 2010
(2009: EUR 45 million).
Assumptions used to determine benefit obligations at year-end:
2010

2009

Discount rate

5.25%

5.30%

Social security increase rate

2.50%

2.50%

Pension increase rate

2.00%

2.00%

2010

2009

Assumptions used to determine net periodic benefits costs for
the year ended December 31, 2010:

Discount rate

5.30%

5.75%

Salary increase rate

2.50%

2.50%

Social security increase rate

2.50%

2.50%

Pension increase rate

2.00%

2.00%

Health care cost trend rate assumed for next year

0.00–2.00%

1.50–2.00%

Rate that the cost trend rate gradually declines to

0.00–2.00%

1.50–2.00%

N.A.

N.A.

Year that the rate reaches the rate it is assumed to remain at

aegoN uK
AEGON UK operates a defined benefit pension scheme
providing benefits for staff based on final pensionable salary.
The assets of the scheme are held under trust separately from
those of the Group. The assets of the scheme are held in
policies affected with Scottish Equitable plc. The scheme is
closed to new entrants. Under IAS 19, the defined benefit plan
has a deficit of EUR 247 million at December 31, 2010 (2009:
EUR 339 million).

For each asset class, a long-term return assumption is derived
taking into account market conditions, historical returns (both
absolute returns and returns relative to other asset classes) and
general forecasts for future returns. Government bonds are
taken as providing the return with the least risk. The expected
long-term rate of return is calculated as a weighted average of
these assumed rates, taking account of the long-term strategic
allocation of funds across the different classes adopted by the
trustees of the scheme.

Assumptions used to determine benefit obligations at year-end:
2010

2009

Discount rate

5.40%

5.70%

Salary increase rate

4.40%

4.90%

2.60–3.30%

3.60%

Price inflation

3.40%

3.60%

Expected long-term return on assets

6.00%

6.40%

Pension increase rate
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Assumptions used to determine net periodic benefit costs for
the year ended December 31, 2010:
2010

2009

Discount rate

5.70%

6.00%

Salary increase rate

4.90%

4.10%

Pension increase rate

3.60%

2.80%

Price inflation

3.60%

2.80%

Expected long-term return on assets

6.40%

6.00%

Equity instruments

50%

50%

Debt instruments

50%

50%

2010

2009

At January 1

69

42

Income deferred

23

46

(12)

(13)

2

3

Target allocation of plan assets for retirement benefit plans for the next annual period is:

New marKetS
New Markets mostly operate defined contribution plans.
Note 26

deferred reveNue liabilitieS

Release to income statement
Net exchange differences
Other

–

at december 31

Note 27

(9)

82

69

2010

2009

512

278

deferred tax

Deferred tax assets
Deferred tax liabilities

total Net deferred tax liability / (aSSet)

1,824

817

1,312

539
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Real
estate
At January 1, 2010

472

Financial
assets
(376)

Insurance
contracts
(1,997)

NOTE 27

Deferred
expenses,
VOBA
and other
intangible
assets

Defined
benefit
plans

3,352

12

Losses
(762)

Other
(162)

total
539

Acquisitions through
business combinations

–

–

–

–

–

4

4

Disposal of a business

–

(7)

21

(9)

–

–

–

5

146

(183)

(9)

7

(14)

–

47

–

Charged to income
statement

(16)

(44)

Charged to equity

1

958

Net exchange differences

6

(32)

(133)

15

(98)

(61)

at december 31, 2010

478

401

(2,024)

3,379

At January 1, 2009

513

(1,693)

(2,540)

3,379

Other

Acquisitions through
business combinations

–

Disposal of a business

–

Charged to income
statement
Charged to equity
Net exchange differences
Other

at december 31, 2009

–

–

–

(1,158)

1

2,428

–

–

222

5

(50)

3

152

(152)

11

(653)

(280)

1,312

35

(575)

(142)

(1,023)

(3)

(3)

1,006
15
(144)

2

–

–

1

3

(34)

(95)

2

28

12

(97)

593

26

(6)

(101)

(26)

(711)

(126)

(10)

(39)

(113)

6

(5)

–

(3)

30

(47)

44

(6)

8

(10)

16

–

27

25

1

(13)

4

(8)

36

472

(376)

(1,997)

deferred tax assets comprise temporary differences on:

3,352

12

(762)

11

(162)

2010

Real estate

(204)

Financial assets

(104)

Insurance and investment contracts
Deferred expenses, VOBA and other intangible assets

689

2,315

539

2009
(197)
(2)
780

5

(376)

Defined benefit plans

25

23

Losses

17

5

Other

84

45

512

278

2010

2009

at december 31

deferred tax liabilities comprise temporary differences on:
Real estate

274

275

Financial assets

297

(378)

Insurance and investment contracts
Deferred expenses, VOBA and other intangible assets
Defined benefit plans
Losses
Other

at december 31

(1,335)

(1,217)

3,384

2,976

36

35

(636)

(757)

(196)

(117)

1,824

817
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Deferred corporate income tax assets are recognized for tax
losses carried forward to the extent that the realization of the
related tax benefit through future taxable profits is probable.
For an amount of gross EUR 124 million; tax EUR 39 million
(2009: gross EUR 178 million; tax EUR 60 million) the realization
of the deferred tax asset is dependent on the projection of
future taxable profits from existing business in excess of the

profits arising from the reversal of existing taxable temporary
differences.
For the following amounts, arranged by loss carry forward
periods, the deferred corporate income tax asset is not
recognized:

Gross amounts
< 5 years
≥ 5 – 10 year
≥ 10 – 15 years
≥ 15 – 20 years

Not recognized
deferred tax assets

2010

2009

2010

2009

340

786

69

243

45

10

15

2

–

–

–

–

45

28

11

7

Indefinitely

555

769

132

196

at december 31

985

1,593

227

448

Deferred corporate income tax assets in respect of deductible
temporary differences are recognized to the extent that the
realization of the related tax benefit through future taxable
profits is probable. For the following amounts relating to available

for sale financial assets and other items the recognition of the
deferred corporate income tax asset is dependent on future
taxable profits in excess of the profits arising from the reversal of
existing taxable temporary differences:

Gross amounts
Deferred corporate income tax asset dependent on retaining bonds and
similar investments until the earlier of market recovery or maturity
Deferred corporate income tax asset dependent on the realization of
capital profits

at december 31

AEGON did not recognize deferred corporate income tax assets
in respect of deductible temporary differences relating to
deferred acquisition costs, insurance contracts, available for
sale financial assets and other items for the amount of gross
EUR 31 million; tax EUR 8 million (2009: gross EUR 32 million;
tax EUR 8 million).

Deferred tax assets

2010

2009

2010

2009

2,407

4,621

811

1,571

914

811

320

284

3,321

5,432

1,131

1,855

Deferred corporate income tax liabilities have not been
recognized for withholding tax and other taxes that would be
payable on the unremitted earnings of certain subsidiaries,
branches, associates and joint ventures. The unremitted
earnings totalled gross EUR 1,757 million; tax EUR 438 million
(2009: gross EUR 1,803 million; tax EUR 460 million).
All deferred taxes are non-current by nature.
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Note 28

NOTE 28 - 31

other liabilitieS
2010

Payables due to policyholders

2009

980

577

1,015

1,090

914

815

74

55

Income tax payable

385

174

Investment creditors

542

512

Cash collateral

7,664

4,020

Repurchase agreements

5,077

4,867

Payables due to brokers and agents
Payables out of reinsurance
Social security and taxes payable

Share appreciation rights
Other creditors

at december 31
Current
Non-current

1

1

1,843

1,603

18,495

13,714

15,725

11,718

2,770

1,996

2010

2009

The carrying amounts disclosed reasonably approximate the
fair values at year end.
Refer to note 38 for a description of share appreciation rights
and related expenses.
Note 29

accrualS

Accrued interest

271

292

Accrued expenses

145

100

at december 31

416

392

The carrying amounts disclosed reasonably approximate the
fair values as at the year end.
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Note 30

premium iNcome aNd premiumS to
reiNSurerS
total
Gross Reinsurance

2010
Life

18,366

Non-Life

total

1,509

2,731

350

21,097

1,859

16,903

1,422

2,570

305

19,473

1,727

19,795

1,255

2009
Life
Non-Life

total
2008
Life
Non-Life

2,614

316

22,409

1,571

2010

2009

2008

total

Note 31

iNveStmeNt iNcome

Interest income

7,957

7,798

8,886

Dividend income

632

721

868

Rental income

173

162

211

8,762

8,681

9,965

Investment income related to general account

6,258

6,109

7,041

Investment income for account of policyholders

2,504

2,572

2,924

total

8,762

8,681

9,965

investment income from financial assets held for general account:

2010

2009

2008

Available-for-sale

4,509

4,492

5,217

Loans

1,363

1,228

1,303

5

15

49

Financial assets designated at fair value through profit or loss

155

143

223

Real estate

100

86

96

Derivatives

113

91

67

13

54

86

6,258

6,109

7,041

total iNveStmeNt iNcome

Held-to-maturity

Other

total
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investment income from:
Shares

NOTE 32 - 34

2010

2009

2008

632

721

868

Debt securities and money market instruments

6,405

6,445

7,419

Loans

1,363

1,228

1,303

173

162

211

Real estate
Other

total

Included in interest income is EUR 122 million (2009:
EUR 42 million; 2008: EUR 10 million) in respect of interest
income accrued on impaired financial assets. The interest

Note 32

189

125

164

8,762

8,681

9,965

income on financial assets that are not carried at fair value
through profit or loss amounted to EUR 5,854 million
(2009: EUR: 5,750 million; 2008: EUR 6,603 million).

fee aNd commiSSioN iNcome
2010

2009

2008

Fee income from asset management

875

756

763

Sales commissions

409

371

438

Commissions from intermediary activities

232

263

284

Other

228

203

218

1,744

1,593

1,703

total fee aNd commiSSioN iNcome

Included in fee and commission income is EUR 109 million of
fees on trust and fiduciary activities (2009: EUR 103 million;
2008: EUR 85 million). EUR 3 million of fees were recognized

Note 33

on financial assets and liabilities that are not carried at fair
value with changes in the fair value recognized in the income
statement (2009: EUR 4 million; 2008: EUR 25 million).

iNcome from reiNSuraNce ceded

Recovered claims and benefits
Change in technical provisions
Commissions

total
Income from reinsurance ceded represents mainly claims made
under reinsured insurance policies.

2010

2009

2008

2,248

2,304

1,907

(530)

(755)

151

172

(430)
156

1,869

1,721

1,633
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Note 34

reSultS from fiNaNcial traNSactioNS

results from financial transactions comprise:

2010

2009

Net fair value change of general account financial investments at fair value
through profit or loss, other than derivatives

257

193

Realized gains and losses on financial investments

564

475

99

Gains and (losses) on investments in real estate

135

(179)

(48)

1,340

(582)

996

Net fair value change of derivatives
Net fair value change on for account of policyholder financial assets at fair value through
profit or loss

13,217

15,219

2008
(1,261)

(27,490)

Net fair value change on investments in real estate for account of policyholders

73

Net foreign currency gains and (losses)

60

(25)

(39)

Net fair value change on borrowings and other financial liabilities

(2)

(138)

105

Realized gains and (losses) on repurchased debt

total

Net fair value change of general account financial investments at fair
value through profit or loss, other than derivatives comprise:
Shares
Debt securities and money market investments

(37)

(557)

18

11

15,662

14,937

–

2010

2009

95

113

(639)
(317)

(28,195)

2008

49

188

Other

113

(108)

(305)

total

257

193

(1,261)

realized gains and losses on financial investments comprise:
Shares
Debt securities and money market investments

2010

2009

2008

64

79

37

553

473

140

Loans

13

(2)

9

Other

(66)

(75)

(87)

total

realized gains and losses on financial investments relate to:
Available-for-sale investments
Loans

total

Net fair value change of derivatives comprise:

564

475

99

2010

2009

2008

551

477

90

13

(2)

9

564

475

99

2010

2009

2008

Net fair value change on free standing derivatives

747

(1,795)

2,713

Net fair value change on embedded derivatives

713

1,102

(1,721)

Ineffective portion of hedge transactions to which hedge accounting is applied
Fair value changes on economic hedges for which no hedge accounting is applied

total

(1)
(119)

1,340

(41)

50

152

(46)

(582)
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the ineffective portion of hedge transactions to which hedge
accounting is applied comprises:
Fair value change on hedging instruments in a fair value hedge
Fair value change on hedged items in a fair valued hedge

NOTE 35 - 38

2010

2009

146

127

2008
(164)

(152)

(158)

202

Ineffectiveness fair value hedges

(6)

(31)

38

Ineffectiveness cash flow hedges

5

(10)

12

(1)

(41)

50

total

Net fair value change on for account of policyholder financial
assets at fair value through profit or loss comprise:

2010

2009

2008

Shares

5,018

5,090

(11,238)

905

1,246

(827)

16

5

7,278

9,132

Debt securities and money market investments
Deposits with financial institutions
Separate accounts and unconsolidated investment funds
Other

–

total

13,217

Investments for account of policyholders comprise of financial
assets and investments in real estate. Refer to note 8 for
further information. Financial assets for account of
policyholders are classified as at fair value through profit or loss.

Note 35

5
(15,481)

(254)

15,219

51

(27,490)

Investment income on investments for account of policyholders
is included in investment income. Refer to note 31 for further
information.

other iNcome

other income

2010

2009

2008

40

–

6

2010

2009

2008

18,909

16,308

17,248

6,013

8,043

(14,020)

13,159

12,548

(4,036)

38,081

36,899

(808)

Other income primarily includes a gain of EUR 33 million
relating to the sale of the funeral insurance business in the
Netherlands. Refer note 50 for more details about this disposal.
Note 36

policyholder claimS aNd beNefitS

Claims and benefits paid to policyholders
Gains / losses on separate accounts and investment funds
Change in valuation of liabilities for insurance and investment contracts

total

The change in valuation of liabilities for insurance and
investment contracts include gains of EUR 283 million
regarding fair value movements of guarantees and
EUR 60 million of gains (2009: gains of EUR 60 million;

2008: losses of EUR 17 million) related to policyholder tax
and other charges that are classified for segment reporting
purposes as non underlying earnings. �
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Note 37

profit ShariNg aNd rebateS
2010

2009

2008

47

46

50

9

10

10

Profit appropriated to policyholders

27

61

38

total

83

117

98

2010

2009

2008

Amortization of interest rate rebates
Surplus interest bonuses

Note 38

commiSSioNS aNd expeNSeS

Commissions

2,802

2,764

3,072

Employee expenses

2,151

2,035

1,899

Administration expenses

1,182

1,227

1,373

(1,611)

(1,613)

(1,792)

1,306

1,212

1,332

204

358

225

6,034

5,983

6,109

Deferred expenses
Amortization of deferred expenses
Amortization of VOBA and future servicing rights

total

Included in administration expenses above is depreciation
amounting to EUR 88 million (2009: EUR 90 million; 2008:
EUR 84 million) that relates to equipment, software and real
estate held for own use. The direct operating expenses relating
to investments in real estate that generated rental income was
EUR 83 million (2009: EUR 72 million; 2008: EUR 59 million).
Minimum lease payments recognized as expense amounted to
EUR 7 million (2009: EUR 6 million; 2008: EUR 6 million).
Included in employee expenses is EUR 29 million (2009:
EUR 27 million; 2008: EUR 26 million) regarding defined
contribution expenses.

Included in the amortization of deferred expenses and VOBA is
EUR (27) million (2009: EUR 78 million; 2008: EUR 14 million)
that is classified for segment reporting purposes as non
underlying earnings as an offset against realized gains and
losses and impairments on financial investments. Included in
employee expenses is EUR 74 million that is classified for
segment reporting purposes as non underlying earnings (2009
and 2008: nil).

employee expenses

2010

2009

2008

Salaries

1,368

1,311

1,285

Post-employment benefit costs

258

281

180

Social security charges

134

150

146

Other personnel costs

390

287

303

Share appreciation rights and share options

total

Share appreciatioN rightS aNd Share optioNS
Senior executives of AEGON companies, as well as other
AEGON employees, have been offered both share appreciation
rights and share options. These share appreciation rights and
share options have been granted at an exercise price equal to
the market price of the shares at the date of the grant. The
rights and options granted in 2004 - 2008 vest after three
years and can only be exercised during the four years after the

1

6

2,151

2,035

(15)

1,899

vesting date. The rights and options granted in 2003 vest after
two years and can only be exercised during the five years after
the vesting date. Vesting and exercisability depend on
continuing employment of the individual employee to whom the
rights and options have been granted. Option plans are settled
in equity, whilst stock appreciation rights are settled in cash or
provide the employee with the choice of settlement.
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Decisions by the Executive Board to implement share
appreciation rights and share option plans are subject to
approval by the Supervisory Board. If, subsequently, the
Executive Board decides to implement such plans, that decision
has to be approved by the Supervisory Board.
In compliance with regulations under Dutch law, share
appreciation rights and share options cannot be exercised in
blackout periods.
loNg term iNceNtive plaN
In 2010, AEGON implemented a new Long Term Incentive Plan
which replaces the option plan, share appreciation plans, share
plans or similar plans relating to AEGON shares. Members of the
Executive Board and the Management Board, as well as other
senior managers within AEGON, have been granted the right to
receive AEGON shares if certain performance indicators are
met and depending on continued employment of the individual
employee to whom the rights have been granted. The shares
were granted in May at the average share price on the NYSE
Euronext stock exchange in Amsterdam during the period

NOTE 38

between December 15 preceding a plan year and January 15 of
a plan year. The performance indicators apply over a vesting
period of three years and consist of financial and non-financial
targets set by the Supervisory Board or the local remuneration
committees. After the vesting period, the shares are transferred
to the individual employees. Members of the Executive Board
and the Management Board are not entitled to execute any
transactions regarding the shares for a period of two years
following vesting.
In compliance with regulations under Dutch law, no transactions
regarding the shares can be exercised in blackout periods.
In 2010, 4,266,107 shares were granted to participants in the
Long Term Incentive Plan of which 52,314 shares were
subsequently forfeited.
Share appreciatioN rightS
The following tables present the movements in number of
share appreciation rights outstanding (SARs), as well as the
breakdown by the year in which they were granted.

Number of SARs

Weighted average
exercise price in EUR

Weighted
average remaining
contractual
term in years
1.71

0

1.44

0

Outstanding at January 1, 2009

18,144,141

15.30

Forfeited

(1,168,508)

13.68

Expired

(5,643,604)

26.70

outStaNdiNg at JaNuary 1, 2010
Forfeited

11,332,029
(992,380)

Expired

(2,443,509)

9.78

Aggregate intrinsic
value in EUR million

10.47
6.30

outStaNdiNg at december 31, 2010

7,896,140

10.77

0.79

0

exerciSable at december 31, 2010

7,649,840

10.83

0.68

0

During 2009 and 2010, no share appreciation rights were
exercised.
Original number
granted

Outstanding
January 1, 2010

Outstanding
December 1, 2010

Exercise price
in EUR

Exercise period

2003

11,447,300

2,562,809

–

6.30

until March 11, 2010

2004

11,574,850

4,934,254

4,546,426

10.56

until March 17, 2011

2005

4,575,600

3,183,566

2,778,114

10.86

until March 8, 2012

2006

244,300

183,700

177,100

14.00

until March 14, 2013

2007

309,500

213,600

148,200

14.98

until March 13, 2014

8.93

until March 11, 2015

Sars

2008

total

300,300

254,100

246,300

28,451,850

11,332,029

7,896,140

In 2009 and 2010 no share appreciation rights were granted.
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The volatility is derived from quotations from external market
sources and the expected dividend yield is derived from
quotations from external market sources and the binomial
option pricing model. Refer to note 3 for a further description
of the method used to estimate the fair value and a description
of the significant assumptions.
The liability related to share appreciation rights is valued at fair
value at each balance sheet date. Refer to note 28 for details.

The costs related to the share appreciation rights amount to
EUR 4 million (2009: EUR (5) million; 2008: EUR (34) million)
and are recognized in the income statement as part of
‘Commissions and expenses’.
Share optioNS
The following tables present the movements in number of share
options, as well as the breakdown by the year in which they
were granted.

Number of
share options

Weighted average
exercise price in EUR

Weighted
average remaining
contractual
term in years

Outstanding at January 1, 2009

29,178,516

12.17

5.01

0

Forfeited

(2,087,649)

12.10

4.00

0

outStaNdiNg at JaNuary 1, 2010

27,090,867

Forfeited / Cancelled

(5,246,174)

12.17

Aggregate intrinsic
value in EUR million

13.27

outStaNdiNg at december 31, 2010

21,844,693

11.91

2.97

0

exerciSable at december 31, 2010

14,071,813

13.55

2.29

0

Original number
granted

Outstanding
January 1, 2010

Outstanding
December 31, 2010

Exercise price
in EUR

Exercise period

2005

5,586,160

3,791,760

3,420,160

10.86

until March 8, 2012

2006

9,149,500

6,860,401

6,113,283

14.00

until March 14, 2013

2007

9,522,200

7,554,798

4,538,370

14.98

until March 13, 2014

2008

10,269,900

8,883,908

7,772,880

8.93

until March 11, 2015

34,527,760

27,090,867

21,844,693

In 2010 and 2009 no share options were exercised.

Share options

total

In 2009 and 2010 no share options were granted.
The costs related to the share options amount to EUR (7) million
(2009: EUR 10 million and 2008: EUR 19 million) and are
recognized in the income statement as part of ‘Commissions
and expenses’.
Share appreciatioN rightS aNd Share optioNS
No share appreciation rights and share options were granted in
2009 and 2010. The fair value of a share appreciation right or
share option at the grant date in 2008 amounted to EUR 1.57.
This amount is equal to the weighted average fair value for 2008.
No share options were exercised and no SARs were paid during
2009 and 2010. The total intrinsic value of share options
exercised and SARs paid during 2008 amounted to EUR 1 million.

At December 31, 2010, the total compensation cost related to
non-vested awards not yet recognized is estimated at
EUR 1 million (2009: EUR 5 million). The weighted average
period over which it is expected to be recognized is 0.25 years
(2009: 0.8 years).
No cash is received from exercise of share options during 2010,
2009 and 2008. Cash used to settle share appreciation rights
amounts to EUR 0 million in 2010 (2009: EUR 0 million;
2008: EUR 0.4 million).
The exposure from the issued share appreciation rights and
share options is economically hedged by part of the position
in treasury shares.
There have been no modifications to the plans during the
financial year.
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No share appreciation rights and share options were granted in
2009 and 2010. The breakdown of the share appreciation rights
and share options granted in 2008 is as follows: senior
executives 4,747,500, other employees 5,822,700.

Note 39

NOTE 39 - 42

Refer to note 52 for detailed information about the SARs / share
options and the shares and options conditionally granted to the
Executive Board.

impairmeNt chargeS / (reverSalS)

impairment charges / (reversals) comprise:
Impairment charges on financial assets, excluding receivables

1

Impairment reversals on financial assets, excluding receivables

1

2009

2008

615

1,463

1,115

(90)

Impact of the above impairments on the valuation of insurance assets and liabilities
Impairment charges on non-financial assets and receivables

2010

2

total

(136)

(36)

–

4

(7)

176

38

41

701

1,369

1,113

Impairment charges / (reversals) on financial assets, excluding receivables, are excluded from underlying earnings before tax for segment reporting
(refer to note 5).
2�
Of Impairment charges on non-financial assets and receivables EUR 169 million is excluded from underlying earnings before tax for segment reporting
(refer to note 5) (2008 and 2009: nil)
1�

impairment charges on financial assets, excluding receivables, from:
Shares

2010

2009

2008

7

96

203

Debt securities and money market instruments

475

1,227

862

Loans

114

131

49

Other

19

3

1

Investments in associates

total
impairment reversals on financial assets, excluding receivables, from:

–

6

–

615

1,463

1,115

2010

2009

2008

Debt securities and money market instruments

(73)

(116)

Loans

(17)

(20)

total

(90)

(136)

Note 40

(36)
–

(36)

iNtereSt chargeS aNd related feeS
2010

2009

Trust pass-through securities

8

7

8

Subordinated loans

–

–

2

324

320

410

94

85

106

426

412

526

Borrowings
Other

total

The interest charges accrued on financial assets and liabilities
that are not carried at fair value through profit or loss
amounted to EUR 303 million (2009: EUR 288 million charge;
2008: EUR 375 million gain). �

2008

Included in interest charges and related fees is EUR 27 million
that is classified for segment reporting purposes as non
underlying earnings (2009 and 2008: nil). �
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Note 41

other chargeS

other charges

2010

2009

2008

122

389

2

In 2010, other charges included a one-time provision of
EUR 95 million for the settlement of a dispute related to a
Bank-Owned Life Insurance (BOLI) policy in the United States.
Subsequent to the disruption in the credit market, which
affected the investment value of the policy’s underlying assets,
a suit was filed alleging that the policy terms were not
sufficiently fulfilled by AEGON. Additionally, other charges
include a bank tax charged by the Hungarian government of
EUR 19 million.

the sale amounted to EUR 11 million. The value of the assets and
liabilities sold amounted to EUR 4,457 million and EUR 4,159
million respectively.

In 2009, other charges included a loss of EUR 385 million
resulting from the sale of AEGON Taiwan. The proceeds from

Other charges is fully excluded from underlying earnings for
segment reporting purposes (refer to note 2.5).

Note 42

Included in the EUR 385 million were unrealized losses for an
amount of EUR 94 million, reflecting revaluation reserves,
foreign currency translation reserves and net investment
hedges which were recycled through the income statement.
Sales expenses amounted to EUR 4 million.

iNcome tax

Note

2010

2009

2008

227

20

40

23

36

267

43

(67)

Origination / (reversal) of temporary differences

108

(652)

16

Changes in tax rates / bases

(11)

4

(218)

(47)

49

51

134

(41)

(67)

(66)

Current tax
Current year
Adjustments to prior year
Deferred tax

Changes in deferred tax assets as a result of recognition / write off of previously
not recognized / recognized tax losses, tax credits and deductible temporary
differences
Non-recognition of deferred tax assets
Adjustment to prior year

iNcome tax for the period (iNcome) / charge

(103)

27
7

(3)

(113)

(711)

88

154

(668)

21
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NOTE 43

reconciliation between standard and effective income tax:

2010

Income before tax

1,914

(464)

(1,061)

566

(200)

(423)

(71)

21

2

57

37

42

Income tax calculated using weighted average applicable statutory rates

2009

2008

Difference due to the effects of:
Non-taxable income
Non-tax deductible expenses
Changes in tax rate / base

(11)

Different tax rates on overseas earnings

4

7

(180)

(423)

467

Tax credits

(70)

(69)

(82)

Other taxes

15

(2)

(85)

Adjustments to prior years

(1)

(44)

(23)

Origination and change in contingencies

22

3

(7)

(218)

(47)

(3)

49

51

1

–

(2)

(5)

1

(6)

Changes in deferred tax assets as a result of recognition / write off of previously not
recognized / recognized tax losses, tax credits and deductible temporary differences
Non-recognition of deferred tax assets
Tax effect of (profit) / losses from associates
Other

iNcome tax for the period (iNcome) / charge

The weighted average applicable tax rate is 29.6% (2009: 43.1%
2008: 39.9%). The change from 2009 to 2010 is primarily due
to a change in the profitability of the countries and, to a limited
extent, due to a change in applicable statutory tax rates. The
decrease of the weighted average applicable tax rate compared
to 2009 and 2008 is mainly caused by a positive result by the
higher taxed countries compared to a negative result in 2009
and 2008 in combination with an increased share in the overall
profit of the lower taxed countries.
In Canada, the federal corporate income tax rate decreased
from 19% in 2009 to 18% in 2010. The rate will further decrease
to 15% in 2012. In the United Kingdom, the corporate income
tax rate will decrease from 28% to 27% as per April 1, 2011.
In the Netherlands, the corporate income tax rate will
decrease from 25.5% to 25% as per January 1, 2011. In the
Czech Republic, the corporate income tax rate decreased from
20% in 2009 to 19% in 2010. The Hungarian corporate income
tax rate increased from 16% in 2009 to 19% in 2010. The
solidarity tax (4%) ceased to exist in 2010.

134

(412)

(468)

444

154

(668)

21

Different tax rates on overseas earnings in the reconciliation
between standard and effective income tax primarily consists of
results on intercompany reinsurance treaties between Ireland
and the United States. These reinsurance treaties are accounted
for at fair value in both tax jurisdictions and eliminated in
AEGON’s consolidated result, while losses in the United States
are deductible at 35% and gains in Ireland are taxed at 12.5%.
Note 43 earNiNgS per Share
baSic earNiNgS per Share
Basic earnings per share is calculated by dividing the net
income attributable to equity holders, after deduction of
preferred dividends declared, accrued coupons on perpetual
securities, coupons and premium on convertible core capital
securities and potential coupon on convertible core capital
securities by the weighted average number of common shares,
excluding common shares purchased by the Company and held
as treasury shares (refer to note 15.3).
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2010
Net income / (loss) attributable to equity holders

1,759

Dividends on preferred shares
Coupons on perpetual securities
Coupons and premium on convertible core capital securities
Potential coupon on convertible core capital securities

(1,082)

(122)

(112)

(187)

(182)

(189)

(63)

(148)

(127)

1,292

weighted average number of common shares (millions)

1,707

diluted earNiNgS per Share
Diluted earnings per share is calculated by adjusting the
average number of shares outstanding for share options. For
the purpose of calculating diluted earnings per share,
AEGON assumed that all dilutive share options have been
exercised at the exercise price, or adjusted exercise price if
necessary. The proceeds are regarded as having been received
from the issue of common shares at the average market price
of the AEGON N.V. share during the year. The difference
between the number of dilutive options issued and the number
of common shares that would have been issued at the average
market price has been treated as an issue of common shares
for no consideration.

204

2008

(90)

Net income / (loss) attributable to common shareholders
for basic earnings per share calculation

basic earnings per share (EUR per share)

2009

0.76

–

(248)

–
–

(1,383)

1,587

1,507

(0.16)

(0.92)

The number of share options that has not been included in
the weighted average number of common shares used in the
calculation of diluted earnings per share amounted to
21,844,693 (2009: 27,090,867; 2008: 29,178,516). In 2010 and
2009, the average share price did not exceed the exercise price
and in 2008, the share options would have had an anti-dilutive
effect. At December 31, 2010, the exercise prices of these share
options range from EUR 8.93 to EUR 14.98.
The potential conversion of the convertible core capital
securities is not taken into account in the calculation of the
diluted earnings per share for the years 2009 and 2008 as this
would have an anti-dilutive effect.

2010
Net income / (loss) attributable to equity holders
Dividends on preferred shares
Coupons on perpetual securities
Coupons and premium on convertible core capital securities

1,759

2009
204

2008
(1,082)

(90)

(122)

(112)

(187)

(182)

(189)

–

(148)

–

Net income / (loss) attributable to common shareholders
for diluted earnings per share calculation

1,482

(248)

(1,383)

Weighted average number of common shares (millions) �

1,707

1,587

1,507

458

–

–

2,165

1,587

1,507

(0.16)

(0.92)

Adjustments for: �
Convertible core capital securities (millions) �

weighted average number of common shares for diluted earnings per share
calculation (millions)
diluted earnings per share (EUR per share)

0.68
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Note 44 divideNd per commoN Share
The dividend per common share paid in 2010 (final 2009 and
interim 2010) and 2009 (final 2008 and interim 2009) was nil
in both years. It was decided not to declare dividend for 2009
and an interim dividend for 2010. As part of the European
Commission’s approval granted in August 2010, AEGON
committed itself not to pay any dividend to common
shareholders until the convertible core capital securities
have been fully repurchased.
Note 45 guaraNteeS iN iNSuraNce coNtractS
For financial reporting purposes AEGON distinguishes between
the following types of minimum guarantees:
Financial guarantees: these guarantees are treated as
bifurcated embedded derivatives, valued at fair value and
presented as derivatives (refer to note 2.10 and note 3).
Total return annuities: these guarantees are not bifurcated
from their host contracts because they are valued at fair
value and presented as part of insurance contracts (refer to
note 2.19).
Life contingent guarantees in the United States: these
guarantees are not bifurcated from their host contracts,
valued in accordance with insurance accounting (ASC 944,
Financial Services - Insurance) and presented together with
insurance liabilities (refer to note 2.19 and note 3); and
Life contingent guarantees in the Netherlands: these
guarantees are not bifurcated from their host contracts,
valued at fair value and presented together with the
underlying insurance contracts (refer to note 2.19 and note 3).
In addition to the guarantees mentioned above AEGON has
traditional life insurance contracts that include minimum
guarantees that are not valued explicitly; however, the
adequacy of all insurance liabilities, net of VOBA and DPAC,
are assessed periodically (refer to note 2.19).

NOTE 44 - 45

a.
fiNaNcial guaraNteeS
In the United States and the United Kingdom, a guaranteed
minimum withdrawal benefit (GMWB) is offered directly on
some variable annuity products AEGON issues and is also
assumed from a ceding company. Variable annuities allow a
customer to provide for the future on a tax-deferred basis and
to participate in equity or bond market performance. Variable
annuities allow a customer to select payout options designed to
help meet the customer’s need for income upon maturity,
including lump sum payment or income for life or for a period
of time. This benefit guarantees that a policyholder can
withdraw a certain percentage of the account value, starting at
a certain age or duration, for either a fixed period or during the
life of the policyholder.
In Canada, variable products sold are known as ’Segregated
funds‘. Segregated funds are similar to variable annuities,
except that they include a capital protection guarantee for
mortality and maturity benefits (guaranteed minimum
accumulation benefits). The initial guarantee period is ten
years. The ten-year period may be reset at the contractholder’s
option for certain products to lock-in market gains. 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 charged to
the funds is not guaranteed and can be increased by
management decision. In addition, AEGON Canada recently
introduced a contract with a minimum guaranteed withdrawal
benefit. The contract provides capital protection for longevity
risk in the form of a guaranteed minimum annuity payment.
In The Netherlands, individual variable unit-linked products
have a minimum benefit guarantee if premiums are invested in
certain funds. The sum insured at maturity or upon the death of
the beneficiary has a minimum guaranteed return (in the range
of 3% to 4%) if the premium has been paid for a consecutive
period of at least ten years and is invested in a mixed fund
and / or fixed income funds. No guarantees are given for equity
investments only. The management expense ratio charged to
the funds is not guaranteed and can be increased at
management’s discretion.
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The following table provides information on the liabilities for
financial guarantees for minimum benefits:
2009

2010
United
States 1
At January 1
Incurred guarantee benefits

Canada 1

The
Netherlands 2

New
Markets

total 3

92

685

757

1

(39)

(95)

74

4

1,535
(56)

United
States 1
350
(250)

Canada 1
1,028
(216)

The
Netherlands 2

New
Markets

1,156

23

(399)

(22)

total 3
2,557
(887)

Paid guarantee benefits

–

(623)

–

–

(623)

–

(235)

–

–

(235)

Net exchange differences

7

78

–

–

85

(8)

108

–

–

100

60

45

831

5

941

92

685

757

1

1,535

8,803

2,161

7,751

245

18,960

5,974

2,448

6,934

741

16,097

282

93

967

8

1,350

457

684

1,016

1

2,158

at december 31
Account value
Net amount at risk
1
2
3
4

4

Guaranteed minimum accumulation and withdrawal benefits. �
Fund plan and unit-linked guarantees. �
Balances are included in the derivatives liabilities on the face of the balance sheet; refer to note 9. �
The net amount at risk represents the difference between the maximum amount payable under the guarantees and the account value. �

In addition, AEGON reinsures the elective guaranteed minimum
withdrawal benefit rider issued with a ceding company’s
variable annuity contracts. The rider is essentially a return of
premium guarantee, 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 guaranteed
remaining balance is equal to the premium payment. The
periodic withdrawal is paid by the ceding company until the
account value is insufficient to cover additional withdrawals.
Once the account value is exhausted, AEGON pays the periodic
withdrawals until the guaranteed remaining balance is
exhausted. At December 31, 2010, the reinsured account value
was EUR 4.2 billion (2009: EUR 4.5 billion) and the guaranteed
remaining balance was EUR 3.5 billion (2009: EUR 4.0 billion).

b. � total returN aNNuitieS
Total Return Annuity (TRA) is an annuity product in the United
States which provides customers with a pass-through of the
total return on an underlying portfolio of investment securities
(typically a mix of corporate and convertible bonds) subject to a
cumulative minimum guarantee. Both the assets and liabilities
are carried at fair value, however, due to the minimum
guarantee not all of the changes in the market value of the
asset will be offset in the valuation of the liability. This product
exists in both the fixed annuity and life reinsurance lines of
business and in both cases represents closed blocks. The
reinsurance contract is in the form of modified coinsurance,
so only the liability for the minimum guarantee is recorded on
our books.

The reinsurance contract is accounted for as a derivative and is
carried in AEGON’s balance sheet at fair value. At December 31,
2010, the contract had a value of EUR 71 million (2009: EUR 90
million). AEGON entered into a derivative program to mitigate
the overall exposure to equity market and interest rate risks
associated with the reinsurance contract. This program involves
selling S&P 500 futures contracts to mitigate the effect of
equity market movement on the reinsurance contract and the
purchase of over-the-counter interest rate swaps to mitigate
the effect of movements in interest rates on the reinsurance
contracts.

Product balances as of December 31, 2010 were EUR 572 million
in fixed annuities (2009: EUR 657 million) and EUR 137 million
in life reinsurance (2009: EUR 149 million).
c. �

life coNtiNgeNt guaraNteeS
iN the uNited StateS
Certain variable insurance contracts in the United States also
provide guaranteed minimum death benefits (GMDB) and
guaranteed minimum income benefits (GMIB). Under a GMDB,
the beneficiaries receive the greater of the account balance or
the guaranteed amount upon the death of the insured. The net
amount at risk for GMDB contracts is defined as the current
GMBD in excess of the capital account balance at the balance
sheet date.
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The GMIB feature provides for minimum payments if the
contractholder elects to convert to an immediate payout
annuity. The guaranteed amount is calculated using the total
deposits made by the contractholder, less any withdrawals and
sometimes includes a roll-up or step-up feature that increases
the value of the guarantee with interest or with increases in the
account value.

NOTE 45

the accumulation period based on total expected assessments.
The estimates are reviewed regularly and any resulting
adjustment to the additional liability is recognized in the income
statement. The benefits used in calculating the liabilities are
based on the average 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 contractholder.

The additional liability for guaranteed minimum benefits that
are not bifurcated are determined (based on ASC 944) each
period by estimating the expected value of benefits in excess of
the projected account balance and recognizing the excess over

The following table provides information on the liabilities for
guarantees that are included in the valuation of the host
contracts.

2009

2010
GMDB
At January 1

334

Account value
Net amount at risk 5

543

total

4

GMDB

1

GMIB

2

total 4

877

409

434

(6)

28

266

160

426

(103)

(37)

(140)

(329)

(33)

(362)

Net exchange differences

at december 31

GMIB

2

34

Incurred guarantee benefits
Paid guarantee benefits

1

27

43

70

292

543

835

334

543

877

GMDB 1

GMIB 2

total 3

GMDB 1

GMIB 2

total 3

28,846

6,926

24,289

6,369

3,054

561

4,055

577

66

66

66

66

Average attained age of contractholders

(12)

(18)

843

(30)

Guaranteed minimum death benefit in the United States.
Guaranteed minimum income benefit in the United States.
3�
Note that the variable annuity contracts with guarantees may offer more than one type of guarantee in each contract; therefore, the amounts listed are
not mutually exclusive.
4
Balances are included in the insurance liabilities on the face of the balance sheet; refer to note 19.
5�
The net amount at risk is defined as the present value of the minimum guaranteed annuity payments available to the contract holder determined in
accordance with the terms of the contract in excess of the current account balance.
1

2

d. �

life coNtiNgeNt guaraNteeS iN
the NetherlaNdS
The group pension contracts offered by AEGON The
Netherlands include large group contracts that have an
individually determined asset investment strategy underlying
the pension contract. The guarantee given is that the profit
sharing is the minimum of 0% or the realized return (on an
amortized cost basis), both adjusted for technical interest rates
ranging from 3% to 4%. If there is a negative profit sharing, the
0% minimum is effective, but the loss in any given year is
carried forward to be offset against any future surpluses. In
general, a guarantee is given for the life of the underlying
employees so that their pension benefit is guaranteed. Large
group contracts also share technical results (mortality risk and
disability risk). The contract period is typically five years and
the premiums are fixed over this period. Separate account
guaranteed group contracts provide a guarantee on the
benefits paid.

The traditional life and pension products offered by AEGON The
Netherlands include various products that accumulate a cash
value. Premiums are paid by customers 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. The death benefits may be
stipulated in the policy or depend on the gross 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 sharing, if provided for under the terms and
conditions of the product. Minimum interest guarantees exist
for all generations of accumulation products written, except for
universal life type products for which premiums are invested
solely in equity funds. Older generations contain a 4%
guarantee; in recent years the guarantee has decreased to 3%.
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These guarantees are valued at fair value and are included as
part of insurance liabilities with the underlying host insurance
contracts in note 19.

The following table provides information on the liabilities for
guarantees that are included in the valuation of the host
contracts.

2009

2010
GMB
At January 1
Incurred guarantee benefits

1,2

1,145
511

GMB 1,2
2,410
(1,265)

at december 31

1,656

1,145

Account value

13,448

12,929

1,853

1,658

Net amount at risk 3
1
2
3

Guaranteed minimum benefit in the Netherlands. �
Balances are included in the insurance liabilities on the face of the balance sheet; refer to note 19. �
The net amount at risk represents the difference between the maximum amount payable under the guarantees and the account value. �

fair value meaSuremeNt of guaraNteeS iN
iNSuraNce coNtractS
The fair values of guarantees mentioned above (with the
exception of life contingent guarantees in the United States) are
calculated as the present value of future expected payments to
policyholders less the present value of assessed rider fees
attributable to the guarantees. Given the long-term nature of
these guarantees, their fair values are determined by using
complex valuation techniques. Because of the dynamic and
complex nature of these cash flows, AEGON uses stochastic
techniques under a variety of market return scenarios. A variety
of factors are considered, including expected market rates of
return, equity and interest rate volatility, credit risk, correlations
of market returns, discount rates and actuarial assumptions.
Since the price of these guarantees is not quoted in any market,
the fair value of these guarantees is computed using valuation
models which use observable market data supplemented with
the Group’s assumptions on developments in future interest
rates, volatility in equity prices and other risks inherent in
financial markets. All the assumptions used as part of this
valuation model are calibrated against actual historical
developments observed in the markets. Since many of the
assumptions are unobservable and are considered to be
significant inputs to the liability valuation, the liability has been
reflected within Level III of the fair value hierarchy. Refer to
note 3 for more details on AEGON’s fair value hierarchy.
The expected returns are based on risk-free rates. AEGON adds a
premium to reflect the credit spread as required. The credit
spread is set by using the credit default swap (CDS) spreads of a
reference portfolio of life insurance companies (including
AEGON), adjusted to reflect the subordination of senior debt

holders at the holding company level to the position of
policyholders at the operating company level (who have priority
in payments to other creditors). Because CDS spreads for United
States life insurers differed significantly from those for European
life insurers, AEGON’s assumptions reflect these differences in
the valuation. If the credit spreads were 20 basis points higher or
lower respectively, and holding all other variables constant in the
valuation model, 2010 income before tax would have been
EUR 158 million and EUR 173 million higher or lower respectively
(2009: EUR 136 million and EUR 145 million higher or lower).
For equity volatility, AEGON uses a term structure assumption
with market-based implied volatility inputs for the first five years
and a long-term forward rate assumption of 25% thereafter. The
volume of observable option trading from which volatilities are
derived generally declines as the contracts’ term increases,
therefore, the volatility curve grades from implied volatilities for
five years to the ultimate rate. The resulting volatility assumption
in year 20 for the S&P 500 index (expressed as a spot rate) was
24.8% at December 31, 2010 and 25.3% at December 31, 2009.
Correlations of market returns across underlying indices are
based on historical market returns and their inter-relationships
over a number of years preceding the valuation date.
Assumptions regarding policyholder behavior, such as lapses,
included in the models are derived in the same way as the
assumptions used to measure insurance liabilities.
Had AEGON used a long-term equity implied volatility
assumption that was 5 volatility points higher or lower, the
impact on income before tax would have been a decrease of
EUR 144 million or an increase of EUR 127 million, respectively,
in 2010 IFRS income before tax (2009: EUR 155 million decrease
and EUR 136 million increase).
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These assumptions are reviewed at each valuation date, and
updated based on historical experience and observable market
data, including market transactions such as acquisitions and
reinsurance transactions.
AEGON utilizes different risk management strategies to
mitigate the financial impact of the valuation of these
guarantees on the results, including asset and liability
management and derivative hedging strategies to hedge certain
aspects of the market risks embedded in these guarantees.
Guarantees valued at fair value contributed a net gain before
tax of EUR 356 million (2009: loss of EUR 76 million) to
earnings. This net gain is attributable to a decrease in the total
guarantee reserves of EUR 109 million (2009: decrease of
EUR 2,505 million). The main drivers of this decrease are
EUR 360 million related to an increase in equity markets (2009:
EUR 911 million), EUR 80 million related to decreases in equity
volatilities (2009: EUR 344 million) and EUR 227 million related
to movements in the spread of credit risk (2009: EUR 187 million
loss) offset by EUR 1,328 million related to decreases in risk free
rates (2009: EUR 1,434 million gain). Hedges related to these
guarantee reserves contributed fair value gains of EUR 894
million to income before tax (2009: losses of EUR 2,581 million).
Note 46 capital aNd SolveNcy
AEGON’s capital base reflects the capital employed in insurance
activities and consists of shareholders’ equity, convertible core
capital securities, perpetual capital securities and dated
subordinated debt and senior debt. AEGON targets its capital
base to comprise at least 70% core capital (excluding the
revaluation reserves), and targets 25% perpetual capital
securities (consisting of junior perpetual capital securities and

Total shareholders’ equity

NOTE 46

perpetual cumulative subordinated bonds) and 5% dated
subordinated and senior debt related to insurance activities.
Additionally, AEGON manages capital adequacy at the level of
its country units and their operating companies. The goal is to
ensure that AEGON companies maintain their financial strength.
AEGON maintains its companies’ capital adequacy levels at
whichever is the higher of local regulatory requirements and
the relevant local Standard & Poor’s requirements for very
strong capitalization, and any additionally self-imposed
economic requirements.
Core capital, which consists of shareholders’ equity, excluding
revaluation reserve, and the convertible core capital securities
that were issued in 2008 (see below), was EUR 18,710 million
at December 31, 2010 compared to EUR 14,164 million at
December 31, 2009.
Shareholders’ equity increased by EUR 5,046 million due to the
change in the revaluation reserve of EUR 2,667 million, net
income attributable to equity holders of AEGON N.V. of
EUR 1,759 million and a number of other effects, including
preferred dividend paid (EUR 90 million).
Group equity consists of core capital plus Other equity
instruments (see note 17) such as the junior perpetual capital
securities and the perpetual cumulative subordinated bonds as
well as other equity reserves. Group equity was EUR 23,425
million at December 31, 2010, compared to EUR 18,883 million
at December 31, 2009.
The table that follows reconciles total shareholders’ equity to
the total capital base:

2010

2009

17,210

12,164

Convertible core capital securities

1,500

2,000

Junior perpetual capital securities

4,192

4,192

453

453

Share options not yet exercised

59

64

Minority interest

11

10

143

130

8,518

7,485

Perpetual cumulative subordinated bonds

Trust pass-through securities
Borrowings
Borrowings not related to capital funding of insurance activities

total capital baSe
Currency revaluation perpetual capital securities

1

Reverse revaluation reserve

total capital baSe excludiNg revaluatioN reServe
1

(7,331)

24,755
(160)
(958)

23,637

(6,527)

19,971
(369)
1,709

21,311

Capital securities that are denominated in foreign currencies are, for purpose of calculating the capital base, revalued to the period-end exchange rate.
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Borrowings not related to capital funding of insurance activities
consists of operational funding including US regulation XXX and
guideline AXXX redundant reserves. In the ordinary course of
business, AEGON N.V. may at times have borrowings, which are
offset by cash and cash equivalents available for future capital
management activities, such as funding capital contributions in
its subsidiaries, redemption of borrowings or payment of
dividends to its shareholders.
The total capital base is a non-IFRS measure, as IFRS does not
permit separate presentation of borrowings based on the
deployment of the proceeds.
AEGON N.V. is subject to certain financial covenants in some of
its financial agreements (such as issued debentures, credit
facilities and ISDA agreements). Under these financial
covenants, an event of default may occur if and when any
financial indebtedness of any member of the Group is not paid
when due, or not paid within any applicable grace period. The
financial agreements may also include a cross default provision
which may be triggered if and when any financial indebtedness
of any member of the Group is declared to be or otherwise
becomes due and payable prior to its specified maturity as a
result of an event of default.
All financial agreements are closely monitored periodically to
asses the likelihood of a breach of any financial covenant and
the likelihood thereof in the near future. On the basis of this
assessment, a breach of any such covenant has not occurred.
Insurance, reinsurance, investment management and banking
companies are required to maintain a minimum solvency margin
based on applicable local regulations. For managing AEGON’s
capital, the life insurance and life reinsurance regulations in the
European Union (EU) and the United States are of main
importance. AEGON’s Insurance Group Directive ratio (IGD ratio)
was 198%. The calculation of the IGD ratio is based on Solvency I
capital requirements for entities within the EU (Pillar 1 for
AEGON UK), and local regulatory solvency measurements for
non-EU entities. Specifically, required capital for the life
insurance companies in the US is calculated as two times the
upper end of the Company Action Level range (200%) as
applied by the National Association of Insurance Commissioners
in the US. The calculation of the IGD ratio excludes the available
and required capital of the UK With-profit funds. In the UK
solvency surplus calculation the local regulator only allows the
available capital number of the With-profit funds included in
overall local available capital to be equal to the amount of
With-profit funds’ required capital.

In the United States, regulation of the insurance business is
principally at the state level. State insurance regulators and the
National Association of Insurance Commissioners have adopted
risk-based capital (RBC) requirements for insurance companies.
RBC calculations measure the ratio of a company’s statutory
capital, which is measured on a prudent regulatory accounting
basis, to a minimum capital amount determined by the RBC
formula. The RBC formula measures exposures to investment
risk, insurance risk, market risk, and general business risk. Life
reinsurance is treated as life insurance. The most pertinent RBC
measure is the company action level (CAL) RBC. This is the
highest regulatory intervention level and is the level at which a
Company has to submit a plan to its state regulators. The CAL is
200% of the authorized control level (ACL), the level at which
regulators are permitted to seize control of the Company. At the
end of 2010, the combined risk based capital ratio of AEGON’s
life insurance subsidiaries in the United States was
approximately 412% of the CAL RBC.
For the insurance and reinsurance undertakings of AEGON in
the EU, the European Solvency I directives are applicable, as
implemented in the relevant member states. Solvency I allows
member states to require solvency standards, exceeding the
minimum requirements set by the Solvency I directives. For life
insurance companies, the Solvency I capital requirement is by
and large the sum of 4% of insurance and investment liabilities
for general account and 1% of insurance and investment
liabilities for account policyholders if no guaranteed investment
returns are given. At the end of 2010, AEGON The Netherlands
consolidated solvency capital ratio based on IFRS was
approximately 200%.
The Financial Services Authority (FSA) regulates insurance
companies in the United Kingdom under the Financial Services
and Markets Act 2000 and sets minimum solvency standards.
Companies must manage their solvency positions according to
the most stringent of the published Solvency I measure (Pillar 1)
and a privately submitted economic capital measure (Pillar 2).
For AEGON UK, the published measure continues to be the most
stringent requirement. At the end of 2010, AEGON UK’s
aggregate Pillar 1 capital ratio was approximately 152%
(excluding With-profit funds). In the local solvency surplus
calculation for regulatory filings, the local regulator (FSA) only
allows the available capital number of the With-profits funds
included in overall available capital to be equal to the amount of
With-profits funds’ required capital.
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AEGON N.V. is subject to legal restrictions on the amount of
dividends it can pay to its shareholders. Under Dutch law, the
amount that is available to pay dividends consists of total
shareholders’ equity less the issued and outstanding capital
and less the reserves required by law. The revaluation account
and legal reserves, foreign currency translation reserve and
other, cannot be freely distributed. In case of negative balances
for individual reserves legally to be retained, no distributions
can be made out of retained earnings to the level of these
negative amounts. Total distributable reserves under Dutch law
amount to EUR 7,271 million at December 31, 2010 (2009:
EUR 7,623 million).
In addition, AEGON’s subsidiaries, principally insurance
companies, are subject to restrictions on the amounts of funds
they may transfer in the form of cash dividends or otherwise to
their parent companies. There can be no assurance that these
restrictions will not limit or restrict AEGON in its ability to pay
dividends in the future.

OPTAS N.V., an indirect subsidiary of AEGON N.V., holds
statutory reserves of EUR 895 million (2009: EUR 861 million)
which are restricted. Included in AEGON N.V.’s legal reserves is
an amount of EUR 355 million (2009: EUR 321 million) related to
OPTAS N.V. which represents the increase in statutory reserves
since the acquisition of OPTAS N.V. by AEGON.
Note 47

Summary of total fiNaNcial aSSetS
aNd fiNaNcial liabilitieS at fair value
through profit or loSS
The table that follows summarizes the carrying amounts of
financial 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
trading and those that, upon initial recognition, were designated
as at fair value through profit or loss.

2009

2010
Investments for general account
Investments for account of policyholders
Derivatives with positive values not designated as hedges

total financial assets at fair value through profit or loss
Investment contracts for account of policyholders
Derivatives with negative values not designated as hedges
Borrowings

total financial liabilities at fair value through profit or loss
iNveStmeNtS for geNeral accouNt
The Group manages certain portfolios on a total return basis
which have been designated at fair value through profit or loss.
This includes portfolios of investments in limited partnerships
and limited liability companies (primarily hedge funds) for
which the performance is assessed internally on a total return
basis. In addition, some investments that include an embedded
derivative that would otherwise have required bifurcation, such
as convertible instruments, preferred shares and credit linked
notes, have been designated at fair value through profit or loss.
Investments for general account backing insurance and
investment liabilities that are carried at fair value with changes
in the fair value recognized in the income statement are
designated at fair value through profit or loss. The Group
elected to designate these investments for account of
policyholders at fair value through profit or loss, a classification

Trading

Designated

Trading

302

5,010

624

Designated
4,452

–

145,103

–

124,797

5,231

–

4,103

–

5,533

150,113

4,727

129,249

–

25,603

–

20,477

4,789

–

4,618

–

–

987

–

959

4,789

26,590

4,618

21,436

of financial assets as available-for sale would result in
accumulation of unrealized gains and losses in a revaluation
reserve within equity whilst changes to the liability would be
reflected in net income (accounting mismatch).
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 financial risks are borne by the customer. 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
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together 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 through
profit or loss.
iNveStmeNt coNtractS for accouNt of
policyholderS
With the exception of the financial liabilities with discretionary
participating features that are not subject to the classification
and measurement requirements for financial instruments, all
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 above.

derivativeS
With the exception of derivatives designated as a hedging
instrument, all derivatives held for general account and held for
account of policyholders are included in the table above.
borrowiNgS
Borrowings designated as at fair value through profit or loss
includes financial instruments that are managed on a fair value
basis together with related financial assets and financial
derivatives.
Gains and losses recognized in the income statement on
financial assets and financial liabilities classified as at fair value
through profit or loss can be summarized as follows:

2009

2010
Trading

Net gains and losses

No loans and receivables were designated at fair value through
profit or loss.
Changes in the fair value of investment contracts for account of
policyholders designated at fair value through profit and loss
were not attributable to changes in AEGON’s credit spread.
There are also no differences between the carrying amounts of
these financial liabilities and the contractual amounts payable
at maturity (net of surrender penalties).

691

Designated
14,119

Trading

Designated

(89)

Note 48 commitmeNtS aNd coNtiNgeNcieS
iNveStmeNtS coNtracted
In the normal course of business, the Group has committed
itself through purchase and sale transactions of investments,
mostly to be executed in the course of 2011. 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.

2009

2010
Purchase
Real estate
Mortgage loans
Private loans
Other

14,807

–

Sale
(6)

Purchase

Sale

–

(3)

244

–

327

–

19

–

36

–

559

–

807

–

Mortgage loans commitments represent undrawn mortgage
loan facility provided and outstanding proposals on mortgages.
Other commitments include future purchases of interests in
investment funds and limited partnerships.
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NOTE 49

other commitmeNtS aNd coNtiNgeNcieS
2010

2009

Guarantees

547

443

Standby letters of credit

122

109

75

717

4

3

26

27

Share of contingent liabilities incurred in relation to interests in joint ventures
Other guarantees
Other commitments and contingent liabilities

Guarantees include those given on account of asset management
commitments and guarantees associated with the sale of
investments in low-income housing tax credit partnerships in
the United States. Standby letters of credit amounts reflected
above, are the liquidity commitment notional amounts.
In addition to the guarantees shown in the table, guarantees
have been given for fulfillment of contractual obligations such
as investment mandates related to investment funds.
AEGON N.V. has entered into a net worth maintenance
agreement with its indirect subsidiary AEGON Financial
Assurance Ireland Limited (AFA), pursuant to which AEGON N.V.
will cause AFA to have a tangible net worth of at least 3% of its
total liabilities under financial guaranty policies which it issues
up to a maximum of EUR 3 billion.
A group company entered into a net worth maintenance
agreement with AEGON’s subsidiary Transamerica Life
International (Bermuda) Ltd, ensuring the company is
adequately capitalized and has sufficient cash for its
operations.
AEGON N.V. has guaranteed and is severally liable for the
following:
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 Transamerica Corporation,
AEGON USA, LLC and Commonwealth General Corporation.
At December 31, 2010, the letter of credit arrangements
amounted to EUR 3,489 million (2009: EUR 3,492 million);
as at that date no amounts had been drawn, or were due
under these facilities.

Due and punctual payment of payables by the consolidated
group companies Transamerica Corporation, AEGON Funding
Company LLC, Commonwealth General Corporation and
Transamerica Finance Corp. with respect to bonds, capital
trust pass-through securities and notes issued under
commercial paper programs (EUR 620 million; 2009:
EUR 668 million), as well as payables with respect to certain
derivative transactions of Transamerica Corporation (nominal
amount EUR 2,094 million; 2009: EUR 1,870 million).

Due and punctual payment of any amounts owed to third
parties by the consolidated group 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 netting agreements including collateral support annex
agreements have been agreed; net (credit) exposure on
derivative transactions with these counterparties was
therefore limited as at December 31, 2010.
AEGON is involved in litigation in the ordinary course of
business, including litigation where compensatory or punitive
damages and mass or class relief are sought. In particular,
certain current and former customers, and groups representing
customers, have initiated litigation and certain groups are
encouraging others to bring lawsuits in respect of certain
products. The products involved in the Netherlands include
securities leasing products and unit-linked products (so called
‘beleggingsverzekeringen’ including the KoersPlan product).
AEGON has established litigation policies to deal with the claims
defending when the claim is without merit and seeking to settle
in certain circumstances. This and any other litigation
AEGON has been involved in over the last twelve months have
not had any significant effects on the financial position or
profitability of AEGON N.V. or the Group. However, there can be
no assurances that AEGON will be able to resolve existing
litigation in the manner it expects or that existing or future
litigation will not result in unexpected liability.
In addition, in recent years, the insurance industry has
increasingly been the subject of litigation, investigations,
regulatory activity and challenges by various governmental and
enforcement authorities and policyholder advocate groups
concerning certain practices. AEGON subsidiaries have received
inquiries from local authorities and policyholder advocate
groups in various jurisdictions including the United States,
the United Kingdom and the Netherlands. In the normal course
of business, reviews of processes and procedures are
undertaken to ensure that customers have been treated fairly,
and to respond to matters raised by policyholders and their
representatives. In 2010, AEGON UK received a fine of
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EUR 3.3 million from the FSA due to systems and controls
failings, some of which have led to customer detriment.
AEGON does not believe that material liabilities will arise from
such reviews, however there is a risk that the Group is not able
to resolve such matters in the manner that it expects. In certain

instances, AEGON subsidiaries modified business practices in
response to such inquiries or the findings 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.

2009

2010

future lease payments

Not later
than 1 year

Finance lease obligations

1-5
years

Later than
5 years

Not later
than 1 year

1-5
years

Later than
5 years

2

8

1

1

1

–

Operating lease obligations

80

208

350

86

239

351

Operating lease rights

55

130

77

43

98

57

The operating lease obligations relate mainly to office space
leased from third parties. The total of future minimum sublease
payments expected to be received on non-cancelable subleases
is EUR 11 million.
The operating lease rights relate to non-cancelable commercial
property leases.

Note 49 � SecuritieS leNdiNg aNd repurchaSe
activitieS aNd aSSetS accepted aNd
pledged aS collateral
SecuritieS leNdiNg aNd repurchaSe activitieS
The following table reflects the carrying amount of non-cash
financial assets that have been transferred to another party
under security lending and repurchase activities where the
counterparty has the right to sell or repledge.

financial assets for general account

2010

2009

Available-for-sale
Financial assets at fair value through profit or loss

10,465

6,600

total
financial assets for account of policyholders

89

51

10,554

6,651

5,679

3,592

AEGON retains substantially all risks and rewards of the
transferred assets, this includes credit risk, settlement risk,
country risk and market risk. The assets are transferred in
return for cash collateral or other financial assets.

aSSetS accepted
AEGON receives collateral related to securities lending and
reverse repurchase activities. Non-cash collateral is not
recognized in the balance sheet.

The carrying amount of non-cash financial assets that have
been transferred to another party under security lending and
repurchase activities where the counterparty does not have
the right to sell or repledge amount to EUR 172 million (2009:
EUR 57 million).

Cash collateral is recorded on the balance sheet as an asset and
an offsetting liability is established for the same amount as
AEGON is obligated to return this amount upon termination of
the lending arrangement. Cash collateral is usually invested in
pre-designated high quality investments. The sum of cash and
non-cash collateral is typically greater than the market value of
the related securities loaned.
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NOTE 50

The following table analyses the fair value of the assets
received in relation to securities lending and (reverse)
repurchase activities:
2010

2009

Cash collateral on securities lending

4,993

1,170

Cash received on repurchase agreements

5,076

4,867

Non-cash collateral

5,862

2,817

15,931

8,854

4,154

1,797

–

–

total
Non-cash collateral that can be sold or repledged in the absence of default
Non-cash collateral that has been sold or transferred

In addition, AEGON can receive collateral related to derivative
transactions that it enters into. The credit support agreement
will normally dictate the threshold over which collateral needs
to be pledged by AEGON or its counterparty. Transactions
requiring AEGON or its counterparty to post collateral are
typically the result of over-the-counter derivative trades,
comprised mostly of interest rate swaps, currency swaps and
credit swaps.

Non-cash financial assets that are borrowed or purchased
under agreement to resell are not recognized in the balance
sheet.

The above items are conducted under terms that are usual and
customary to standard derivative, and securities lending
activities, as well as requirements determined by exchanges
where the bank acts as intermediary.

AEGON has pledged EUR 940 million (2009: EUR 420 million)
cash collateral on securities borrowed and derivative
transactions and EUR 923 million (2009: EUR 9 million) on
reverse repurchase agreements, refer to note 13.2.

aSSetS pledged
AEGON pledges assets that are on its balance sheet in
securities borrowing transactions, in repurchase transactions,
and against long-term borrowings. In addition, in order to trade
derivatives on the various exchanges, AEGON posts margin as
collateral.

As part of AEGON’s mortgage funding program EUR 1.8 billion
have been given as security for notes issued (refer to note 23).

These transactions are conducted under terms that are usual
and customary to standard long-term borrowing, derivative and
securities borrowing activities, as well as requirements
determined by exchanges where the bank acts as intermediary.
AEGON has pledged EUR 7,092 million (2009: EUR 9,532
million) financial assets as collateral for general account
liabilities and contingent liabilities. None (2009: none) of the
financial assets pledged can be sold or repledged by the
counterparty.
EUR 459 million of the financial assets and other assets were
pledged as collateral for liabilities and contingent liabilities for
account of policyholders in 2010 (2009: EUR 235 million).

To the extent that cash collateral is paid, a receivable is
recognized for the corresponding amount. If other non-cash
financial assets are given as collateral, these are not
derecognized.

Note 50 buSiNeSS combiNatioNS
acquiSitioNS
2010
There have been no acquisitions during 2010.
2009
In June 2009, AEGON acquired a 50% stake in BT-AEGON
(Romania), a pension fund management company earlier run as
a 50%-50% joint venture with Banca Transilvania. The total
purchase price amounted to EUR 11 million. Acquired assets
included EUR 1 million cash positions. Goodwill of EUR 3 million
was recognized. Since the acquisition date, the company has
attributed EUR 0 million to net income. If the acquisition had
been as of January 1, 2009, contribution to net income and
total revenues would amount to EUR 0.3 million and
EUR 0.6 million respectively. Goodwill of EUR 3 million reflects
the future new business and synergies with existing business.
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In May 2009, AEGON completed the acquisition of a 50% (noncontrolling) interest in Mongeral SA Seguros e Previdência
(Brazil). The total consideration paid amounted to EUR 44 million.
An additional earn-out payment of EUR 11 million will be payable
if certain targets are met in the future.
2008
In December 2008, AEGON acquired an additional 40% stake in
the Spanish Caja Cantabria Vida y Pensiones, of which already
10% was acquired in 2007. As a result, AEGON holds a 50%
stake as of December 31, 2008. The total purchase price
amounted to EUR 27 million for the 40% stake. Acquired assets
included EUR 2 million cash positions. Goodwill of EUR 63 million
was recognized. Since the acquisition date, the company has
attributed EUR 0 million to net income in 2008. If the
acquisition had been as of January 1, 2008, contribution to net
income and total revenues would amount to EUR 0 million and
EUR 12 million respectively.
In October 2008, AEGON acquired a 50% stake in Caixa
Terrassa Vida y Pensiones, a Spanish life insurance, pension
and health company. The total purchase price amounted to
EUR 186 million. Acquired assets included EUR 11 million cash
positions. Goodwill of EUR 167 million was recognized. Since the
acquisition date, the company has attributed EUR 0 million to
net income in 2008. If the acquisition had been as of January 1,
2008, contribution to net income and total revenues would
amount to EUR 4 million and EUR 109 million respectively.
In July 2008, AEGON finalized the acquisition of 100% of the
shares of the Turkish life insurance and pension company
Ankara Emeklilik Anonim S
˛ irketi. The total purchase price
amounted to EUR 34 million. Since the acquisition date, the
company has attributed EUR (3) million (loss) to net income in
2008. If the acquisition had been as of January 1, 2008,
contribution to net income and total revenues would amount to
respectively EUR (7) million (loss) and EUR 11 million. As a result
of the acquisition, assets and liabilities were recognized for
EUR 54 million and EUR 20 million respectively, including a cash
position of EUR 5 million. Goodwill of EUR 30 million reflects
the future new business and synergies with existing business.
In June 2008, AEGON acquired 100% of the shares of the
Polish pension fund company PTE Skarbiec-Emerytura SA. The
total purchase price amounted to EUR 139 million. Since the
acquisition date, the company has attributed EUR 1 million to
net income in 2008. If the acquisition had been as of January 1,
2008, contribution to net income and total revenues would
amount to respectively EUR 4 million and EUR 14 million. As a
result of the acquisition, assets and liabilities were recognized
for EUR 156 million and EUR 17 million respectively, including a

cash position of EUR 4 million. Goodwill of EUR 39 million
reflects the future new business and potential synergies with
existing business.
In June 2008, AEGON completed the acquisition of 100% of the
shares of Heller-Saldo 2000 Pension Fund Management Co.,
UNIQA Investment Service Co. and UNIQA Financial Service Co.
in Hungary for a total purchase price of EUR 21 million.
The companies merged subsequently. Since the acquisition date,
the company has attributed EUR 1 million to net income in 2008.
If the acquisition had been as of January 1, 2008, contribution
to net income and total revenues would amount to respectively
EUR 2 million and EUR 4 million. As a result of the acquisition,
assets and liabilities were recognized for EUR 24 million and
EUR 3 million respectively, including a cash position of
EUR 1 million. Goodwill of EUR 6 million reflects the future new
business and potential synergies with existing business.
In April 2008, AEGON acquired a 49% stake in Industrial Fund
Management Co., Ltd, a Chinese mutual fund manager. The
company is renamed AEGON Industrial Fund Management Co.
The total purchase consideration amounted EUR 22 million. As
a result of the acquisition, assets and liabilities were recognized
for EUR 28 million and EUR 6 million respectively, including
EUR 6 million of goodwill and EUR 15 million cash and cash
equivalents. The company is accounted for as a joint venture.
diSpoSalS
2010
On April 1, 2010, AEGON completed the sale of its funeral
insurance business in the Netherlands to Dutch investment firm
Egeria for EUR 212 million. The actual proceeds from the sale
amounted to EUR 162 million, the remainder was upstreamed as
a dividend prior to the sale. The value of the assets and liabilities
sold amounted to EUR 1,084 million and EUR 933 million
respectively. The assets included an amount of EUR 320 million
of cash. Included in the gain are unrealized gains in an amount
of EUR 22 million, reflecting revaluation reserves which were
recycled through the income statement. In 2009, AEGON’s
funeral insurance business generated EUR 70 million in gross
written premiums.
2009
On August 31, 2009 AEGON completed the sale of its Taiwanese
life insurance business to Zhongwie Company Ltd, announced
on April 22, 2009 for an amount of EUR 11 million. The result on
the disposal presented under other charges (note 41) was a loss
of EUR 385 million.
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Note 51
group compaNieS
SubSidiarieS
The principal subsidiaries of the parent company AEGON N.V.
are listed by geographical segment. All 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 voting power in these
subsidiaries held by AEGON is equal to the shareholdings.
Americas
AEGON USA, LLC, Cedar Rapids, Iowa (United States)
Transamerica Advisors Life Insurance Company, Little Rock,
Arkansas (United States)
Transamerica Advisors Life Insurance Company of New York,
New York, New York (United States)
Monumental Life Insurance Company, Cedar Rapids, Iowa
(United States)
Stonebridge Casualty Insurance Company, Columbus, Ohio
(United States)
Stonebridge Life Insurance Company, Rutland, Vermont
(United States)
Transamerica Financial Life Insurance Company, Inc.,
Purchase, New York (United States)
Transamerica Life Insurance Company, Cedar Rapids, Iowa
(United States)
Western Reserve Life Assurance Co. of Ohio, Columbus, Ohio
(United States)
Transamerica Life Canada, Toronto, Ontario (Canada)
The Netherlands
AEGON Bank N.V., Utrecht
AEGON Levensverzekering N.V., The Hague
AEGON Schadeverzekering N.V., The Hague
OPTAS Pensioenen N.V., Rotterdam

NOTE 51

United Kingdom

Guardian Assurance plc, Lytham St Annes
Scottish Equitable plc, Edinburgh
Origen Financial Services Ltd., London
Positive Solutions (Financial Services) Ltd., Newcastle
New Markets
AEGON España S.A., Madrid (Spain) (99.98%)
AEGON Magyarország Általános Biztosító Zrt., Budapest
(Hungary)
´
Spółka Akcyjna.,
AEGON Towarzystwo Ubezpieczeń na Zycie
Warsaw (Poland)
AEGON Asset Management Company, Mumbai (India) (75%)
The legally required list of participations as set forth in articles
379 and 414 of Book 2 of the Dutch Civil Code has been
registered with the Trade Register in The Hague. 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.
JoiNt veNtureS
The principal joint ventures are listed by geographical segment.
The Netherlands
AMVEST Vastgoed B.V., Utrecht (50%), property
management and development
New Markets
AEGON-CNOOC Life Insurance Company Ltd, Shanghai
(China), life insurance company (50%)
CAN Vida y Pensiones, Sociedad Anónima de Seguros,
Pamplona (Spain), life insurance and pension company (50%)
Caixa Terrassa Vida y Pensiones, Sociedad Anónima de
Seguros, Terrassa (Spain) life and accident insurance and
pension company (50%)
AEGON Sony Life Insurance Cy, Tokyo (Japan), life insurance
company (50%)
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Summarized fiNaNcial iNformatioN of JoiNt
veNtureS for 2010 accouNted for uSiNg
proportioNate coNSolidatioN:
Current
assets

Long-term
assets

Current
liabilities

Long-term
liabilities

Income

Expenses

AMVEST

80

1,126

12

815

39

60

AEGON-CNOOC

56

248

13

262

109

120

AEGON Sony Life Insurance

4

104

3

53

3

17

Caja Badajoz Vida y Pensiones

5

160

27

138

61

58

20

625

59

586

213

201

CAN Vida y Pensiones
Caja Cantabria Vida y Pensiones

5

108

1

112

27

25

Caixa Terrassa Vida y Pensiones

19

669

17

671

147

140

AEGON Industrial Fund Management

21

34

10

1

39

20

210

3,074

142

2,638

638

641

Current
assets

Long-term
assets

Current
liabilities

Long-term
liabilities

Income

Expenses

AMVEST

75

1,115

10

584

53

42

AEGON-CNOOC

total
Summarized fiNaNcial iNformatioN of JoiNt
veNtureS for 2009 accouNted for uSiNg
proportioNate coNSolidatioN:

36

171

11

179

96

111

AEGON Sony Life Insurance

4

55

1

3

–

10

Caja Badajoz Vida y Pensiones

4

123

10

112

53

51

23

611

6

543

204

193

CAN Vida y Pensiones
Caja Cantabria Vida y Pensiones

4

88

–

64

17

16

Caixa Terrassa Vida y Pensiones

17

726

28

549

100

96

AEGON Industrial Fund Management

18

23

7

1

33

16

181

2,912

73

2,035

556

535

total

iNveStmeNtS iN aSSociateS
The principal investments in associates are listed by
geographical segment.
The Netherlands
N.V. Levensverzekering-Maatschappij ‘De Hoop’,
The Hague (33.3%)

New Markets

CAM AEGON Holding Financiero, Alicante (Spain) (49.99%)
La Mondiale Participations S.A., Lille (France) (35%)
Seguros Argos, S.A. de C.V., Mexico City (Mexico) (49%)
Afore Argos, S.A. de C.V., Mexico City (Mexico) (49%)
AEGON Religare Life Insurance Company, Mumbai (India) (26%)
Mongeral, S.A. Seguros e Previdencia, Rio de Janeiro (Brazil)
(50%)

United Kingdom
Tenet Group Limited, Leeds (22%)
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AEGON owns a 57% limited partnership interest in Prisma
Capital Partners LP (‘Prisma LP’) which serves as an investment
manager for certain of AEGON’s hedge fund investments as well
as for other third parties, and Prisma is paid management fees
for these services. The remaining 42% limited partnership
interest is owned by unrelated entities made up of various
employees and individuals. Prisma GP LLC is the general
partner with a 1% interest and is responsible for day-to-day
activities. A management board with seven voting members
(three appointed by AEGON, three appointed by Prisma GP LLC
and one independent member appointed collectively by the
other six voting members) must approve certain actions,
including restructuring transactions, hiring senior management
and the annual operating budget. As a result, notwithstanding
AEGON’s 57% economic interest, the Company can not exercise
voting control since AEGON only appoints three out of the
seven board members, AEGON cannot remove the majority of
the management board members and AEGON does not have
other arrangements, contractual or otherwise, that would give
AEGON more than half of the voting power of Prisma LP.
Refer to note 10 for further details on investments in associates.
Note 52 related party traNSactioNS
Related party transactions include, among others, transactions
between AEGON N.V. and Vereniging AEGON.
As of December 1, 2010, and on a date no later than June 30,
2011, AEGON has the right to repurchase part or all of the
securities at a purchase price equal to EUR 6.00 per security
and no interest will be payable. After June 30, 2011 AEGON may
at any time repurchase the remaining securities at EUR 6.00
per security, plus interest. Alternatively, and as from December
1, 2011, AEGON may choose to convert these securities into
common shares on a one-for-one basis. In this situation, the
Dutch government may opt for repurchase in cash (at the
original issue price of EUR 4.00).
On August 30, 2010, AEGON repurchased 125 million of the
convertible core capital securities. The total payment to the
Dutch government on August 30, 2010 amounted to EUR 563
million and included a premium for repurchase amounting to
EUR 52 million and accrued interest from May 25, 2010 of EUR 11
million. This repurchase was in line with AEGON’s agreement with
Vereniging AEGON and Vereniging AEGON’s agreement with the
Dutch government as amended in August 2010.
In August 2010, the European Commission approved the capital
support provided to AEGON by the Dutch State through
Vereniging AEGON . The Commission gave its approval for the
state support, but imposed a number of behavioral constraints

NOTE 52

on the Company, which will remain in place until the support is
fully repaid. To secure the European Commission’s approval,
AEGON committed itself not to pay any dividend to common
shareholders until the convertible core capital securities have
been fully repurchased. Dividend payment on preference shares
will remain possible. Vereniging AEGON will use income from
the non-voting securities to service the loan from the Dutch
government.
On December 1, 2008, AEGON secured EUR 3 billion of
convertible core capital securities from the Vereniging AEGON.
On November 30, 2009, AEGON redeemed EUR 1 billion in
principal amount of those convertible core capital securities for
EUR 1.15 billion and an amount of EUR 1 billion of the senior loan
provided by the Dutch State through Vereniging AEGON was
repaid. The total payment to the Dutch government amounted
to EUR 1.15 billion. Under the terms of AEGON’s agreement with
Vereniging AEGON and Vereniging AEGON’s agreement with the
Dutch government, the premium for repurchase amounted to
EUR 108 million based on the volume weighted average share
price of AEGON shares of EUR 4.8315 during the five trading
days from November 23 until November 27. The amount
repurchased includes accrued interest from May 22, 2009 of
EUR 44 million. Refer to note 16 for for disclosure about the
convertible core capital securities.
On October 1, 2009, Vereniging AEGON exercised its option
rights to purchase in aggregate 33,860,000 class B preferred
shares at par value to correct dilution caused by AEGON’s
EUR 1 billion equity issue as completed in August 2009.
AEGON provides 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 the Netherlands, AEGON employees may make use of
financing and insurance facilities for prices which are equivalent
to the price available for agents. The benefit for AEGON
employees is equivalent to the margin made by agents.
The Management Board, which assists the Executive Board in
pursuing AEGON’s strategic goals, is formed by members of the
Executive Board, and the CEO’s of AEGON USA, AEGON The
Netherlands, AEGON UK and AEGON Central & Eastern Europe.
The total remuneration for the members of the Management
Board over 2010 was EUR 9.9 million (2009: EUR 9.3 million),
consisting of EUR 5.7 million (2009: EUR 4.3 million) salary
and other short term benefits, EUR 1.7 million
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(2009: EUR 0.6 million) cash performance payments, EUR 1.2
million (2009: EUR 4.0 million) pension premiums, EUR 1.3 million
(2009: EUR 0.3 million) other long-term benefits. No sharebased incentives were paid in 2010 (2009: EUR 0.1 million).

remuneration of active and retired members
of the executive board
Amounts in EUR thousands

Additional information on the remuneration and share-based
compensation of members of the Executive Board and the
Supervisory Board is disclosed in the sections below.

Short-term
periodic benefits
Salary

Other 1

Performance
related
Cash 2

Pension
Shares 3 premiums 4

total

2010
5

80

–

–

547

704

5

56

–

–

182

942

1,660

136

–

–

729

2,525

Alexander R. Wynaendts

956

Jan J. Nooitgedagt

total

1,583

2009
Alexander R. Wynaendts

950

Jan J. Nooitgedagt

525

Joseph B.M. Streppel

254

Donald J. Shepard

57

–

27

565

1,599

6

36

–

–

134

695

7

20

–

33

103

410

–

22

–

63

–

85

1,729

135

–

123

802

2,789

Alexander R. Wynaendts

865

50

301

175

420

1,811

Joseph B.M. Streppel

763

52

238

207

195

1,455

Donald J. Shepard

244

1,157

3,161

396

115

5,073

1,259

3,700

778

730

8,399

total �
2008

total �

1,872

8

Other periodic benefits are additional remuneration elements, including non-monetary benefits, social security contributions and tax expenses related to
the company car, borne by the Group. For Mr. Shepard, the Group had also borne expenses and non-monetary benefits which were provided in his
employment agreement with AEGON. These benefits included compensation to the extent that the total actual annual taxation on his total income
exceeded the taxation if he were only subject to U.S. taxes, personal life insurance and tax planning.
2�
2008 Performance related cash benefits are in respect of 2007 STI plans under the Remuneration Policy for Executive Board members, approved by the
shareholders in April 2007. In addition to the STI plan, Mr. Shepard was entitled to individual short-term incentive compensation equal to 0.1% of the net
income of AEGON N.V. according to the adopted accounts. The amount included in the table for 2008 is based on net income over 2007 as reported in
the 2007 IFRS financial statements.
3�
The LTI Plan 2006 matured in 2009 and the shares and option rights vested for 75%. In accordance with the terms of the 2006 LTI plan, the Executive
Board received shares in April 2009. The number of shares for each member was: Mr. Wynaendts 8,827; Mr. Streppel 10,432 and, Mr. Shepard 19,660.
These have been converted using the share price of EUR 3.18 at April 27, 2009. In accordance with the terms of the 2005 LTI plan, the Executive Board
received shares in April 2008. The number of shares for each member was: Mr. Shepard 38,542; Mr. Streppel 20,169; and Mr. Wynaendts 17,066. These
have been converted using the share price of EUR 10.275 at April 22, 2008.
4�
Mr. Wynaendts’ pension benefits consists of a pension plan based on 70% of his final base salary, providing he completes 37 years of service, and an
additional pension contribution equal to 28% of his base salary. This reflects the terms of Mr. Wynaendts’ appointment as Chairman of the Executive
Board on April 23, 2008. For Mr. Nooitgedagt, the defined benefit contribution equals 25% of his base salary. Pension premiums include a provision for
post employment health care, 0.5% of base salary.
5
Base salary was adjusted in 2010 in line with the general increase for all Dutch employees based on the collective labor agreement.
6
Mr. Nooitgedagt was appointed as CFO and Member of AEGON’s Executive Board in April 2009.
7
Mr. Streppel retired as CFO and Member of AEGON’s Executive Board in April 2009.
8
Mr. Shepard retired as CEO and Chairman of AEGON’s Executive Board in April 2008.
1�
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The table below show the number of conditional shares and
options based on LTI plans.

Number of
shares in
20103

Number
of shares
vested in
2010

Number
of shares
expired/
forfeited in
2010

Number of
shares per
December
31, 2010

–

–

–

18,506

Reference
period

Number of
shares per
January 1,
2010

2007

18,506

2009–2011

147,296

2010–2012

–

2009–2011

96,663

–

–

–

96,663

2012

2010–2012

–

76,891

–

–

76,891

2013

Joseph B.M. Streppel

2007

16,278

–

–

–

16,278

2012/2013

Donald J. Shepard

2007

50,092

–

50,092

–

–

–

total overview
of conditional
shares
Alexander R. Wynaendts

Jan J. Nooitgedagt

2

2

Vesting
1

2012/2016

–

–

–

147,296

2012

104,515

–

–

104,515

2013

1

During the vesting period, dividend payments on these shares are deposited in blocked savings accounts on behalf of the executive members. For active
members of the Executive Board 50% of the shares will vest in 2012 and 50% will vest in 2016. For retired members the shares will vest two years after
retirement.
2
The conditions of the long term 2009-2011 plan were finalised in 2010. The conditional shares will vest in 2012 subject to targets over 2009-2011 being met.
3�
Number of shares reflect a target performance. These shares will vest in 2013 subject to targets over 2010-2012 being met. The maximum performance
would result in 130,644 shares for Mr. Wynaendts and 96,114 shares for Mr. Nooitgedagt.
1�

Share options and share appreciation rights and interests in aegoN N.v.
held by active members of the executive board

Year
Alexander R.
Wynaendts

Jan J. Nooitgedagt
1

Number
of rights / Number of
options
rights /
per
options
January 1,
vested in
2010
2010

Number
of rights /
options
exercised
in 2010

Number of
rights /
options
expired /
forfeited
in 2010

Number
of rights /
options
per Dec.
31, 2010

Number
of exercisable
rights /
options

Exercise
price
EUR

Shares
held in
AEGON at
Dec. 31,
2010

2003

50,000

–

–

50,000

–

–

6.30

2004

50,000

–

–

–

50,000

50,000

10.56

2005

34,132

–

–

–

34,132

34,132

9.91

2006

50,842

–

–

–

50,842

50,842

14.55

44,210

–

–

–

–

–

–

1

The share appreciation rights were granted before becoming a member of the Executive Board.

For each of the members of the Executive Board, the shares
held in AEGON as shown in the above table do not exceed 1% of
total outstanding share capital at the balance sheet date.
At the balance sheet date, Mr. Wynaendts had mortgage loans
with AEGON totalling to EUR 1,485,292, with interest rates of

4.1%, 4.3%, 4.4% and 5.4%. These loans were made in AEGON’s
ordinary course of business, pursuant to a widely available
employee benefit program on terms comparable to other
AEGON employees in the Netherlands and were approved in
advance by the Supervisory Board. In accordance with the
terms of the mortgage loans, no principal repayments were
received on the loans in 2010.
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remuneration of active and retired members of the Supervisory board
In EUR

2010

2009

2008

Robert J. Routs (as of April 23, 2008)

98,435

70,942

40,673

Irving W. Bailey, II

95,750

82,185

85,203

Antony Burgmans

78,000

69,000

63,000

Arthur W.H. Docters van Leeuwen (as of April 22, 2009)

84,000

72,000

7,000

Shemaya Levy

100,250

76,750

72,000

Karla M.H. Peijs

75,000

60,000

50,417

Kornelis J. Storm

79,250

54,692

45,942

Ben van der Veer (as of October 1, 2008)

91,096

63,000

18,000

Dirk P.M. Verbeek (as of April 23, 2008)

88,000

66,258

33,481

Leo M. van Wijk

71,096

54,500

51,185

860,877

669,327

466,901

René Dahan (up to April 23, 2008)

–

–

18,900

O. John Olcay (up to April 23, 2008) �

–

–

22,054

Toni Rembe (up to April 23, 2008) �

–

–

18,137

Willem F.C. Stevens (up to April 22, 2009) �

–

20,762

73,000

Dudley G. Eustace (up to April 29, 2010) �

37,815

80,750

77,000

Cecelia Kempler (up to February 15, 2011)

93,500

75,315

45,673

992,192

846,154

721,665

total for active memberS

total

AEGON’s Supervisory Board members are entitled to the
following: (1) A base fee for membership of the Supervisory
Board itself. No attendance fees are paid to members for the
attendance of the seven regular Supervisory Board meetings;
(2) An attendance fee of EUR 3,000 for each Supervisory Board
meeting, attended in person or by video- or telephone
conference, other than one of the seven regular Supervisory
Board meetings; (3) A committee fee for members on each of
the Supervisory Board’s Committees.; (4) An attendance fee for
each Committee meeting attended in person or through videoand telephone conferencing facilities

In 2008 an amount of EUR 7,000 was paid to Mr. Docters van
Leeuwen, prior to his formal appointment as a member of the
Supervisory Board on April 22, 2009, as compensation for
attending Board meetings.
Not included in the table above is a premium for state health
insurance paid on behalf of Dutch Supervisory Board members.

common shares held by Supervisory board members
Shares held in AEGON at December 31

2010

2009

2008

Irving W. Bailey, II

29,759

29,759

29,759

Cecelia Kempler (up to February 15, 2011)

11,559

11,559

15,968

1,400

1,400

1,400

226,479

226,479

226,479

1,407

1,407

1,407

Karla M.H. Peijs
Kornelis J. Storm
Ben van der Veer (as of October 1, 2008)
Dirk P.M. Verbeek (as of April 23, 2008)

total

982

982

n.a.

271,586

271,586

275,013

Shares held by Supervisory Board members are only disclosed
for the period they have been part of the Supervisory Board.
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Note 53
eveNtS after the balaNce Sheet date
On March 1, 2011 AEGON completed the sale of 173,604,912
new common shares of AEGON N.V. with a nominal value of
EUR 0.12. The shares were sold at a price of EUR 5.20 per share.
The proceeds of EUR 903 million were used to fund part of
the repurchase the convertible core capital securities
described below.
The new shares have been listed on Euronext Amsterdam, the
principal market for AEGON’s common shares.
On March 15, 2011, Vereniging AEGON exercised its option rights
to purchase 41,042,000 class B preferred shares at par value in
order to avoid dilution of its voting rights following the issuance
of 10% new common shares completed on March 1, 2011.
On March 15, 2011, AEGON repurchased EUR 750 million in
principal amount of convertible core capital securities from
the Dutch state. The total payment to the Dutch state amounted
to EUR 1.125 billion of which EUR 750 million related to the
repurchase of 187.5 million convertible core capital securities
and EUR 375 million related to the premium attached to
this repurchase.
the hague, march 23, 2011
SuperviSory board
executive board
robert J. routs
alexander r. wynaendts
irving w. bailey, ii
Jan J. Nooitgedagt
antony burgmans
arthur w.h. docters van leeuwen
Shemaya levy
Karla m.h. peijs
Kornelis J. Storm
ben van der veer
dirk p.m. verbeek
leo m. van wijk

NOTE 53
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 OTHER iNFORMATiON �
iNdEpENdENT AUdiTOR’S REpORT
TO: THE SUPERVISORY BOARD AND THE
EXECUTIVE BOARD OF AEGON N.V.
report oN the coNSolidated fiNaNcial
StatemeNtS
We have audited the accompanying consolidated financial
statements 2010 of AEGON N.V., The Hague (as set out on pages
80 to 224, and comprise the consolidated balance sheet as at
December 31, 2010, the consolidated income statement,
statement of comprehensive income, statement of changes in
equity and cash flow statement for the year then ended and
notes, comprising a summary of the significant accounting
policies and other explanatory information.
maNagemeNt’S reSpoNSibility
Management is responsible for the preparation and fair
presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards as
adopted by the European Union and with Part 9 of Book 2 of
the Dutch Civil Code, and for the preparation of the Report of
the Executive Board in accordance with Part 9 of Book 2 of the
Dutch Civil Code. Furthermore management is responsible for
such internal control as it determines is necessary to enable the
preparation of the consolidated Financial statements that are
free from material misstatement, whether due to fraud or error.
auditor’S reSpoNSibility
Our responsibility is to express an opinion on these
consolidated financial statements based on our audit. We
conducted our audit in accordance with Dutch law, including the
Dutch Standards on Auditing. This requires that we comply with
ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements,
whether due to fraud or error.

In making 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 expressing an opinion
on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates
made by management, as well as evaluating 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 with reSpect to the coNSolidated
fiNaNcial StatemeNtS
In our opinion, the consolidated financial statements give a true
and fair view of the balance sheet of AEGON N.V. as at
December 31, 2010 its result and its cash flows for the year then
ended in accordance with International Financial Reporting
Standards as issued by the IASB , as adopted by the European
Union and with Part 9 of Book 2 of the Dutch Civil Code.
report oN other legal aNd regulatory
requiremeNtS
Pursuant to the legal requirement under Section 2:393 sub 5 at
e and f of the Dutch Civil Code, we have no deficiencies to
report as a result of our examination whether the Report of the
Executive Board, to the extent we can assess, has been
prepared in accordance with Part 9 of Book 2 of this Code, and
whether the information as required under Section 2:392 sub 1
at b-h has been annexed. Further we report that the Report of
the Executive Board, to the extent we can assess, is consistent
with the consolidated financial statements as required by
Section 2:391 sub 4 of the Dutch Civil Code.

The Hague, March 23, 2011
erNSt & youNg accouNtaNtS llp

signed by A.F.J. van Overmeire
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 BalanCesheetoFaeGonn.V.
as aT DEcEmbEr 31
Note

2010

2009

Shares in group companies

3

16,776

12,023

Loans to group companies

4

6,851

6,034

Other investments

5

100

1,650

23,727

19,707

4,306

4,803

Before profit appropriation, amounts in EUR million

ASSETS
Investments

Receivables

6

Receivables from group companies
Other receivables

2

2

4,308

4,805

1,305

1,141

Other assets
Cash and cash equivalents
Deferred tax asset
Other

7

18

–

173

259

1,496

1,400

Prepayments and accrued income
Accrued interest and rent

TOTal assETs

69

85

29,600

25,997

278

EQUITY ANd LIABILITIES
Shareholders’ equity
Share capital

8

278

Paid-in surplus

9

7,906

7,906

Revaluation account

9

1,168

(1,374)

Legal reserves – foreign currency translation reserve

9

(1,317)

(2,295)

Legal reserves in respect of group companies

9

3,690

1,476

Retained earnings, including treasury shares

9

3,726

5,969

Net income / (loss)

9

1,759

204

17,210

12,164

1,500

2,000

Convertible core capital securities

10

Other equity instruments

11

TOTal EquiTy

4,704

4,709

23,414

18,873

Long-term borrowings

12

3,268

3,161

Short-term borrowings

13

736

920

Other liabilities

14

Loans from group companies

330

281

Payables to group companies

1,223

1,231

Repurchase agreements

–

1,047

Deferred tax liability

–

56

503

306

2,056

2,921

Other
Accruals and deferred income

TOTal EquiTy aND liabiliTiEs

126

122

29,600

25,997
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 inComestatementoFaeGonn.V.
fOr ThE yEar ENDED DEcEmbEr 31 �
Amounts in EUR million

2010

2009

Net income / (loss) group companies

1,843

253

Other income / (loss)

NET iNcOmE / (lOss)

(84)

1,759

(49)

204
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 notestotheFinanCialstatementsoFaeGonn.V.
amOuNTs iN Eur milliON, uNlEss OThErwisE sTaTED
NOTE 1
GENEral iNfOrmaTiON
AEGON N.V., incorporated and domiciled in the Netherlands, is
a public limited liability share company organized under Dutch
law and recorded in the Commercial Register of The Hague
under its registered address at AEGONplein 50, 2591 TV
The Hague. AEGON N.V. serves as the holding company for
the AEGON Group and has listings of its common shares in
Amsterdam, New York and London.
AEGON N.V. (or ‘the Company’), its subsidiaries and its
proportionally consolidated joint ventures (AEGON or ‘the
Group’) have life insurance and pensions operations in over
twenty countries in Europe, the Americas and Asia and are
also active in savings and investment operations, accident
and health insurance, general insurance and limited banking
operations. Headquarters are located in The Hague,
the Netherlands. The Group employs approximately
27,500 people worldwide.
NOTE 2

summary Of siGNificaNT accOuNTiNG
pOliciEs

NOTE 2.1
basis Of prEparaTiON
The financial statements have been prepared 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 principles
applied are based on International Financial Reporting
Standards (IFRS), as used for the preparation of the
consolidated financial statements of the Group.
With regard to the income statement of AEGON N.V., article
402, Part 9 of Book 2 of the Netherlands Civil Code has been
applied, allowing a simplified format.
NOTE 2.2 fOrEiGN EXchaNGE TraNslaTiON
Transactions in foreign currencies are translated to the functional
currency using the exchange rates prevailing at the date of the
transaction.
At the balance sheet date monetary assets, monetary liabilities
and own equity instruments in foreign currencies are translated
at the prevailing exchange rate. Non-monetary items carried at
cost are translated using 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 recognized in
the income statement when they arise, except when they are
deferred in equity as a result of a qualifying cash flow or net

investment hedge. Exchange differences on non-monetary items
are recognized in equity or the income statement accordingly
consistently with other gains and losses on these items.
NOTE 2.3 OffsETTiNG Of assETs aND liabiliTiEs
Financial assets and liabilities are offset in the balance sheet
when AEGON N.V. has a legally enforceable right to offset and
has the intention to settle the asset and liability on a net basis
or simultaneously.
NOTE 2.4 iNvEsTmENTs
The group companies are stated at their net asset value,
determined on the basis of IFRS as applied in the consolidated
financial statements of the Group. For details on the accounting
policies applied for the group companies refer to the
consolidated financial statements on page 80 and following.
Other investments are financial assets recognized on the trade
date when the Group becomes a party to the contractual
provisions of the instrument and are classified for accounting
purposes depending on the characteristics of the instruments
and the purpose for which they were purchased. They are
initially recognized at fair value excluding interest accrued
to date plus, in the case of a financial asset not at fair value
through profit or loss, any directly attributable incremental
transaction costs.
Available-for-sale assets are recorded at fair value with
unrealized changes in fair value recognized in other
comprehensive income.
The fair value of an asset is the amount for which it could be
exchanged between knowledgeable, willing parties in an arm’s
length 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 using present value based or other valuation
techniques. Where discounting techniques are applied, the
discount rate is based on current market rates applicable to
financial instruments with similar characteristics. The valuation
techniques that include non-market observable inputs can
result in a different outcome than the actual transaction price
at which the asset was acquired. Such differences are not
recognized in the income statement immediately but are
deferred. They are released over time to the income statement
in line with the change in factors (including time) that market
participants would consider in setting a price for the asset.
Interest accrued to date is not included in the fair value of
the financial asset.
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Financial assets that are lent to a third party or that are
transferred subject to a repurchase agreement at a fixed price
are not derecognized as the Group retains substantially all the
risks and rewards of the asset. A liability is recognized for cash
collateral received, on which interest is accrued.
A security that has been received under a borrowing or
reverse repurchase agreement is not recognized as an asset.
A receivable is recognized for any related cash collateral paid
by AEGON. The difference between sale and repurchase price
is treated as investment income. If the Group subsequently sells
that security, a liability to repurchase the asset is recognized
and initially measured at fair value.
With the exception of cash collateral, assets received as
collateral are not separately recognized as an asset until the
financial asset they secure is foreclosed. When cash collateral
is recognized, a liability is recorded for the same amount.
NOTE 2.5 DErivaTivEs
All derivatives are recognized on the balance sheet at fair value.
All changes in fair value are recognized in the income
statement, unless the derivative has been designated as a
hedging instrument in a cash flow hedge or a hedge of a net
foreign investment. Derivatives with positive fair values are
reported as other assets and derivatives with negative values
are reported as other liabilities.
NOTE 2.6 cash aND cash EquivalENTs
Cash comprises cash at banks and in-hand. Cash equivalents
are short-term highly liquid investments with original maturities
of three months or less that are readily convertible to known
cash amounts, are subject to insignificant risks of changes in
value and are held for the purpose of meeting short-term cash
requirements. money market investments that are held for
investment purposes (backing insurance 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.
NOTE 2.7 OThEr assETs
Other assets include fixed assets, derivatives with positive
fair values, other receivables and prepaid expenses. Other
receivables are recognized at fair value and are subsequently
measured at amortized cost.
NOTE 2.8 impairmENT Of assETs
An asset is impaired if the carrying amount exceeds the
amount that would be recovered through its use or sale.
Tangible, intangible and financial assets, if not held at fair
value through profit or loss, are tested for impairment when

note2.5-3

there are indications that the asset may be impaired.
Irrespective of the indications, goodwill and other intangible
assets that are not amortized are tested at least annually.
For assets denominated in a foreign currency, a decline in
the foreign exchange rates is considered an indication of
impairment.
NOTE 2.9 EquiTy
Financial instruments that are issued by the Company are
classified as equity if they represent a residual interest in the
assets of the Company after deducting all of its liabilities and
the Company has an unconditional right to avoid delivering
cash or another financial asset to settle its contractual
obligation. In addition to common shares and preferred shares,
the Company has issued perpetual securities and convertible
core capital securities. Perpetual securities have no final
maturity date, repayment is at the discretion of AEGON and for
junior perpetual capital securities AEGON has the option to
defer coupon payments at its discretion. Convertible core
capital securities can be converted into ordinary shares of
AEGON, through a predetermined formula, or repaid at the
discretion of AEGON and coupon payments are payable only if
AEGON pays dividends on ordinary shares. Both the perpetual
and convertible core capital securities are classified as equity
rather than debt, are measured at par and those that are
denominated in US dollars are translated using historical
exchange rates.
Incremental external costs that are directly attributable
to the issuing or buying back of own equity instruments
are recognized in equity, net of tax.
Dividends and other distributions to holders of equity
instruments are recognized directly in equity, net of tax.
A liability for non-cumulative dividends payable is not
recognized until the dividends have been declared and
approved.
Revaluation account includes unrealized gains and losses
on available for sales assets and the positive changes in value
that have been recognized in net income / (loss) relating to
investments (including real estate) and which do not have
a frequent market listing.
Legal reserves in respect of group companies include net
increases in net asset value of subsidiaries and associates since
their first inclusion, less any amounts that can be distributed
without legal restrictions.
Treasury shares are own equity instruments reacquired by the
Group. They are deducted from shareholders’ equity, regardless
of the objective of the transaction. No gain or loss is recognized
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in the income statement on the purchase, sale, issue or
cancellation of the instruments. If sold, the difference between
the carrying amount and the proceeds is reflected in retained
earnings. The consideration paid or received is recognized
directly in shareholders’ equity. All treasury shares are
eliminated in the calculation of earnings per share and dividend
per common share.
NOTE 2.10 OThEr bOrrOwiNGs
A financial instrument issued by the Company is classified as
a liability if the contractual obligation must be settled in cash
or another financial asset or through the exchange of financial
assets and liabilities at potentially unfavorable conditions for
the Company.
Other borrowings are initially recognized at their fair value
including directly attributable transaction costs and are
subsequently carried at amortized cost using the effective
interest rate method, with the exception of specific borrowings
that are designated as at fair value through profit or loss to
eliminate, or significantly reduce, an accounting mismatch, or
specific borrowings which are carried as at fair value through
the profit and loss as part of a fair value hedge relationship.
The liability is derecognized when the Company’s obligation
under the contract expires or is discharged or cancelled.
NOTE 2.11 prOvisiONs
A provision is recognized for present legal or constructive
obligations arising from past events, when it is probable that
it will result in an outflow of economic benefits and the amount
can be reliably estimated.

NOTE 3

The amount recognized as a provision is the best estimate of
the expenditure required to settle the present obligation at
the balance sheet date considering all its inherent risks and
uncertainties, as well as the time value of money. The unwinding
of the effect of discounting is recorded in the income statement
as an interest expense.
NOTE 2.12 cONTiNGENT assETs aND liabiliTiEs
Contingent assets are disclosed in the notes if the inflow of
economic benefits is probable, but not virtually certain. When
the inflow of economic benefits becomes virtually certain, the
asset is no longer contingent and its recognition is appropriate.
A provision is recognized for present legal or constructive
obligations arising from past events, when it is probable that
it will 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 remote.
NOTE 2.13 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 give
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.

sharEs iN GrOup cOmpaNiEs

At January 1
Capital contributions and acquisitions

2010

2009

12,023

6,303

24

45

Divestments and capital repayments

(191)

(107)

Dividend received

(450)

–

Net income / (loss) for the financial year

1,843

253

Revaluations

3,527

5,529

16,776

12,023

aT DEcEmbEr 31

For a list of names and locations of the most important
group companies, refer to note 51 of the consolidated
financial statements of the Group. The legally required list

of participations as set forth in article 379 of Book 2 of
the Netherlands Civil Code has been registered with the
Commercial Register of The Hague.
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NOTE 4

note4-8

lOaNs TO GrOup cOmpaNiEs
2010

2009

loans to group companies – long-term
At January 1

4,074

941

Additions / repayments

750

3,222

Other changes

335

aT DEcEmbEr 31

5,159

(89)

4,074

loans to group companies – short-term
At January 1

1,960

Additions / repayments

(413)

Other changes

5,263
(3,227)

145

(76)

aT DEcEmbEr 31

1,692

1,960

TOTal

6,851

6,034

NOTE 5

OThEr iNvEsTmENTs

At January 1, 2010
Additions
Disposals
Revaluations

Debt securities –
available-for-sale

money market and
other short-term
investments FVTPL 1

Total

1,028

622

1,650

–

50

50

(1,095)

(589)

(1,684)

(29)

–

96

–

96

Foreign currency translation differences

–

17

17

aT DEcEmbEr 31, 2010

–

100

100

Realized gains and losses through income statement

At January 1, 2009
Additions
Disposals
Revaluations
Foreign currency translation differences

aT DEcEmbEr 31, 2009
1

(29)

–

–

–

999

685

1,684

–
29
–

1,028

(50)

(50)

–

29

(13)

622

(13)

1,650

Fair value through profit or loss.

In 2009, debt securities comprised Dutch government bonds.
These government bonds were transferred to another party
under repurchase activities. AEGON retained substantially all
risk and rewards of the transferred assets. The assets were
transferred in return for cash collateral (refer to note 14).
In 2010 these debt securities were sold.
The money market and other short-term investments fully
consist of investments in money market funds.

NOTE 6
rEcEivablEs
Receivables from group companies and other receivables have
a maturity of less than one year.
NOTE 7
OThEr assETs
Other assets include derivatives with positive fair values of
EUR 169 million (2009: EUR 255 million).
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NOTE 8

sharE capiTal

issued and outstanding
Common shares

2010

2009

208

208

Preferred shares A

53

53

Preferred shares B

17

17

278

278

2010

2009

TOTal sharE capiTal

authorized
Common shares

360

360

Preferred shares A

125

125

Preferred shares B

125

125

aT DEcEmbEr 31

610

610

2010

2009

par value in cents per share
Common shares

12

12

Preferred shares A

25

25

Preferred shares B

25

25

All 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 meeting 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 may transfer in the form of
cash dividends or otherwise to the parent company. These
restrictions stem from solvency and legal requirements. Refer
to note 46 to the consolidated financial statements of the
Group for a description of these requirements.
Vereniging AEGON, based in The Hague, holds all of the issued
preferred shares. 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 voting shares, unless
Vereniging AEGON as a result of exercising these option rights
would increase its voting power to more than 33%. Class B
preferred shares will then be issued at par value (EUR 0.25),
unless a higher issue price is agreed. In the years 2003 through
2007, 35,170,000 class B preferred shares were issued under
these option rights. In 2008, no option rights were exercised. In
2009, Vereniging AEGON exercised its option rights to purchase
in aggregate 33,860,000 class B preferred shares at par value
to correct dilution caused by AEGON’s EUR 1 billion equity issue
as completed in August 2009.

AEGON N.V. and Vereniging AEGON have entered into a
preferred shares voting rights 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 combination by any
person or group of persons, whether individually or as a group,
other than in a transaction approved by the Executive Board
and Supervisory Board. If, in its sole discretion, Vereniging
AEGON determines that a ‘special cause’ has occurred,
Vereniging AEGON will notify the General meeting of
Shareholders and retain its right to exercise the full voting
power of 25/12 vote per preferred share for a limited period
of six months.
On August 13, 2009, AEGON completed a share issuance raising
EUR 1 billion of capital. As part of the issuance 157.8 million
ordinary shares of a par value of EUR 0.12 were issued and
32.7 million treasury shares were reissued. The shares were
issued at EUR 5.25 per share. Expenses relating to this share
issuance amounting to EUR 14 million have been charged to
retained earnings. On October 1, 2009, Vereniging AEGON
used its right to purchase preferred shares B for an amount
of EUR 8.5 million representing 33.9 million shares. After the
transaction, Vereniging AEGON holds 22.8% of the voting
rights in AEGON N.V.
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note9

The following table shows the movement during the year in the
number of common shares:

Number of common shares
At January 1
Shares issued

aT DEcEmbEr 31

The weighted average number of EUR 0.12 common shares
for 2010 was 1,706,782,188 (2009: 1,586,699,448).
The shares repurchased by AEGON, although included in the
issued and outstanding number of shares, are excluded from
the calculation of the weighted average number of shares.
The number has been adjusted for share dividend.
lONG-TErm iNcENTivE plaN, sharE apprEciaTiON
riGhTs aND sharE OpTiONs
For detailed information on the long-term incentive plan,
share appreciation rights and share options granted to senior
executives and other AEGON employees, refer to note 38 to
the consolidated financial statements of the Group.

2010

2009

1,736,049,139

1,578,227,139

–

157,822,000

1,736,049,139

1,736,049,139

bOarD rEmuNEraTiON
Detailed information on remuneration of active and retired
members of the Executive Board including their share option
rights, remuneration of active and retired members of the
Supervisory Board along with information about shares held
in AEGON by the members of the Boards is included in note 52
to the consolidated financial statements of the Group.
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NOTE 9

sharEhOlDErs’ EquiTy

Share
capital

At January 1, 2010

Paid-in- Revaluation
surplus
account

278

7,906

Net loss 2009 retained

–

–

–

Net income 2010

–

–

–

Total net income / (loss)

–

–

Foreign currency translation
differences and movement in foreign
investment hedging reserves

–

Changes in revaluation subsidiaries
Transfer to legal reserve

(2,295)

Retained Treasury
earnings
shares

Total

204

12,164

6,220

–

–

204

–

–

–

–

–

1,759

1,759

–

–

–

204

–

1,555

1,759

–

–

995

–

–

–

–

995

–

–

2,689

–

–

–

–

–

2,689

–

–

(125)

–

2,214

–

–

(25)

Disposal of group assets

–

–

(22)

–

–

–

–

–

(22)

Other

–

–

–

–

7

–

–

(10)

Other comprehensive income / (loss)

–

–

2,542

978

2,214

(2,107)

–

–

Dividend preferred shares

–

–

–

–

–

(90)

–

–

(90)

Coupons and premium on convertible
core capital securities and coupon
on perpetual securities, net of tax

–

–

–

–

–

(250)

(250)

Other

–

–

–

–

–

changes in equity from relation
with shareholders

–

–

–

–

–

278

7,906

1,168

(17)

(1,317)

3,690

(2,114)

1

(339)
3,978

(251)

Net
income /
(loss)

1,476

aT DEcEmbEr 31, 2010

(1,374)

Legal
Legal
reserves
reserves
group
FCTR companies

(204)

–

–

(1)

–

(1)

–

(252)

1,759
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Share
capital

At January 1, 2009

note10

Paid-in- Revaluation
surplus
account
(6,919)

Legal
Legal
reserves
reserves
group
FCTR companies
(2,180)

415

Retained Treasury
earnings
shares
9,199

(725)

Net
income /
(loss)
(1,082)

Total

251

7,096

6,055

Reclassification

–

–

–

–

212

(212)

–

–

–

Net loss 2008 retained

–

–

–

–

–

(1,082)

–

1,082

–

Net income 2009

–

–

–

–

–

–

–

204

204

Total net income / (loss)

–

–

–

–

–

(1,082)

–

1,286

204

Foreign currency translation
differences and movement in foreign
investment hedging reserves

–

–

38

Changes in revaluation subsidiaries

–

–

5,361

Transfer to legal reserve

–

–

Disposal of group assets

–

–

–

–

–

–

–

–

–

–

–

5,361

87

–

849

–

–

27

59

29

–

–

–

88

Other

–

–

–

Other comprehensive income / (loss)

–

–

5,545

Dividend preferred shares

(144)

–

(115)

(909)
–

(106)

–

(11)

–

–

(11)

849

(920)

–

–

5,539

–

–

–

–

–

(122)

–

–

(122)

27

810

–

–

–

(285)

443

–

995

Repurchased and sold own shares

–

–

–

–

–

(27)

31

–

4

Coupons and premium on convertible
core capital securities and coupon
on perpetual securities, net of tax

–

–

–

–

–

(330)

–

–

(330)

Other

–

–

–

–

–

(1)

–

–

(1)

Shares issued

changes in equity from relation
with shareholders
aT DEcEmbEr 31, 2009

27

810

278

7,906

–
(1,374)

–
(2,295)

–
1,476

(765)
6,220

474
(251)

–
204

546
12,164

The balance of the revaluation account, which includes
revaluation reserves for real estate and investments that do not
have a frequent market listing, consists for EUR 5,970 million
(2009: EUR 2,787 million) of items with positive revaluation and
for EUR (2,420) million of items with negative revaluation
(2009: EUR (4,161) million).

Certain of AEGON’s subsidiaries, principally insurance
companies, are subject to restrictions on the amounts of funds
they may transfer in the form of cash dividends or otherwise to
their parent companies. There can be no assurance that these
restrictions will not limit or restrict AEGON in its ability to pay
dividends in the future.

The revaluation account and legal reserves, foreign currency
translation reserve and other, can not be freely distributed.
In case of negative balances for individual reserves legally to
be retained, no distributions can be made out of retained
earnings to the level of these negative amounts.

OPTAS N.V., an indirect subsidiary of AEGON N.V., holds statutory
reserves of EUR 895 million (2009: EUR 861 million) which are
restricted. Included in AEGON N.V.’s legal reserves is an amount
of EUR 355 million related to OPTAS N.V. which represents the
increase in statutory reserves since the acquisition of OPTAS N.V.
by AEGON (2009: EUR 321 million). In 2009, the acquired
negative goodwill related to OPTAS (EUR 212 million) has been
reclassified to the legal reserves in respect of group companies.
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On the balance sheet date AEGON N.V. and its subsidiaries held
29,245,571 of its own common shares with a face value of
EUR 0.12 each. most of the shares have been purchased to
neutralize the dilution effect of issued share dividend and to

hedge share appreciation rights and stock options granted
to executives and employees. movements in the number of
repurchased own shares held by AEGON N.V. were as follows:

At January 1

2010

2009

27,571,680

60,264,790

Transactions in 2010:
Sale: 1 transaction, price EUR 4.75

(51,609)

–

Transactions in 2009:
Sale: 1 transaction, price EUR 5.25

–

Sale: 1 transaction, price EUR 3.18

–

aT DEcEmbEr 31

27,520,071

(32,654,191)
(38,919)

27,571,680

As part of their insurance and investment operations,
subsidiaries within the Group also hold AEGON N.V. common
shares, both for their own account and for account of
policyholders. These shares have been treated as treasury
shares and are included at their consideration paid or received.

2009

2010
Number of shares

Consideration

Number of shares

Consideration

Held by AEGON N.V.

27,520,071

235

27,571,680

236

Held by subsidiaries

1,725,500

17

1,699,629

15

29,245,571

252

29,271,309

251

TOTal aT DEcEmbEr 31

The consideration for the related shares is deducted from
or added to the retained earnings.
NOTE 10
cONvErTiblE cOrE capiTal sEcuriTiEs
On December 1, 2008, AEGON’s core capital was increased
through a transaction with the Dutch State in view of the
ongoing uncertainty regarding the financial and economic
environment during the year. Vereniging AEGON received a
senior loan of EUR 3 billion which was invested in AEGON
against issuance of 750 million non-voting convertible core
capital securities at EUR 4.00 per security. The newly issued
securities rank equal to common shares (pari passu), but carry
no voting rights. This structure was designed to avoid dilution
of voting rights of existing shareholders. The proceeds from the
convertible core capital securities may only be used for general
corporate purposes in the ordinary course of business;
investments in subsidiaries chargeable to the additional capital
in excess of EUR 300 million outside the European Union
require prior approval from the Dutch Central Bank.

On November 30, 2009, AEGON repurchased 250 million of
convertible core capital securities. The total payment to the
Dutch State amounted to EUR 1.15 billon. Under the terms of
AEGON’s agreement with the Dutch State, the premium for
repayment amounted to EUR 108 million based on the volume
weighted average share price of AEGON shares of EUR 4.8315
during the five trading days from November 23 until November
27. The amount repaid includes accrued interest from may 22,
2009, of EUR 44 million.
On August 30, 2010, AEGON repurchased 125 million of
convertible core capital securities. The total payment to the
Dutch State amounted to EUR 563 million and included
a premium for repayment amounting to EUR 52 million and
accrued interest from may 25, 2010, of EUR 11 million.
Refer to note 17 for disclosure about a repurchase of
convertible core capital securities after December 31, 2010.
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NOTE 11

note11-12

OThEr EquiTy iNsTrumENTs
Junior perpetual
capital securities

Perpetual cumulative
subordinated bonds

Share options
not yet exercised

Total

4,192

453

64

4,709

Share options cost incurred

–

–

7

7

Share options forfeited

–

–

(12)

(12)

4,192

453

59

4,704

4,192

453

54

4,699

Share options cost incurred

–

–

13

13

Share options forfeited

–

–

(3)

4,192

453

At January 1, 2010

aT DEcEmbEr 31, 2010
At January 1, 2009

aT DEcEmbEr 31, 2009

Junior perpetual
capital securities

(3)

64

4,709

Coupon rate

Coupon date: as of

Year of
next call

2010

2009

2008

USD 500 million

6.5%

Quarterly, December 15

2011

424

424

424

USD 250 million

floating LIBOR rate

Quarterly, December 15

2011

212

212

212

USD 550 million

6.875%

Quarterly, September 15

2011

438

438

438

EUR 200 million

6.0 %

Annually, July 21

2011

200

200

200

USD 1,050 million

7.25%

Quarterly, December 15

2012

745

745

745

1

EUR 950 million

floating DSL rate 2

Quarterly, July 15

2014

950

950

950

USD 500 million

floating CMS rate 3

Quarterly, July 15

2014

402

402

402

Quarterly, June 15

2015

USD 1 billion

6.375%

aT DEcEmbEr 31
1

2

3

821

821

821

4,192

4,192

4,192

The coupon of the USD 250 million junior perpetual capital securities is reset each quarter based on the then prevailing three-month LIBOR yield plus
a spread of 87.5 basis points, with a minimum of 4%.
The coupon of the EUR 950 million junior perpetual capital securities is reset each quarter based on the then prevailing ten-year Dutch government
bond yield plus a spread of ten basis points, with a maximum of 8%.
The coupon of the USD 500 million junior perpetual capital securities is reset each quarter based on the then prevailing ten-year US dollar interest rate
swap yield plus a spread of ten basis points, with a maximum of 8.5%.

The interest rate exposure on some of these securities has been
swapped to a three-month LIBOR and/or EURIBOR related yield.
The securities have been issued at par. The securities have
subordination provisions and rank junior to all other liabilities.
The conditions of the securities contain certain provisions for

optional and required coupon payment deferral and mandatory
payments events. Although the securities have no stated
maturity, AEGON has the right to call 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 bonds

Coupon rate

Coupon date

Year of
next call

2010

2009

2008

EUR 203 million

7.125% 1,4

March 4

2011

203

203

203

EUR 114 million

4.156%

2,4

June 8

2015

114

114

114

EUR 136 million

5.185% 3,4

October 14

2018

136

136

136

453

453

453

aT DEcEmbEr 31
1
2
3

4

The coupon of the EUR 203 million bonds is set at 7.125% until march 4, 2011. �
The coupon of the EUR 114 million bonds was originally set at 8% until June 8, 2005. As of this date, the coupon is reset at 4.156% until 2015. �
The coupon of the EUR 136 million bonds was originally set at 7.25% until October 14, 2008. As of this date, the coupon is reset at 5.185% until
October 14, 2018.
If the bonds are not called on the respective call dates and after consecutive period of ten years, the coupons will be reset at the then prevailing
effective yield of ten-year Dutch government securities plus a spread of 85 basis points.

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 amounts to meet losses. Although the bonds have
no stated maturity, AEGON has the right to call the bonds for
redemption at par for the first time on the coupon date in the
years as specified.
NOTE 12

lONG-TErm bOrrOwiNGs
2010

Remaining terms less than 1 year
Remaining terms 1 - 5 years
Remaining terms 5 - 10 years
Remaining terms over 10 years

aT DEcEmbEr 31

The repayment periods of borrowings vary from within one
year up to a maximum of 29 years. The interest rates vary
from 4.125 to 9.000% per annum. The market value of the
long-term borrowings amounts to EUR 3,377 million
(2009: EUR 3,256 million).
During Q2 2009 AEGON issued senior unsecured notes with
a nominal value of EUR 1 billion due April 29, 2012. The notes,
issued at a price of 99.673, carry a coupon of 7%.

2009

–

2

2,452

2,023

72

418

744

718

3,268

3,161

During Q4 2009, AEGON issued USD 500 million senior
unsecured notes due December 1, 2015. These senior notes
are being offered under AEGON’s existing shelf registration
statement in the United States. The notes, issued at a price
of 99.74, carry a coupon of 4.625%. AEGON also issued
GBP 400 million in senior unsecured notes, due December 16,
2039. These notes were issued under the Company’s
USD 6 billion debt issuance program at a price of 98.87.
The notes carry a coupon of 6.625%.
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NOTE 13

note13-17

shOrT-TErm bOrrOwiNGs
2010

Amounts owed to credit institutions

2009

17

248

Short-term deposits

719

672

aT DEcEmbEr 31

736

920

All short-term borrowings have a maturity of less than one year.
NOTE 14
OThEr liabiliTiEs
Loans from and payables to group companies have a maturity
of less than one year. Other includes derivatives with negative
fair values of EUR 313 million (2009: EUR 255 million) and
income tax payable for EUR 146 million (2009: EUR 30 million).
AEGON N.V., together with certain of its subsidiaries, is part
of a tax grouping for Dutch corporate income tax purposes.
The members of the fiscal entity are jointly and severally liable
for any taxes payable by the Dutch tax grouping.
AEGON received cash collateral related to repurchase
agreements for which an offsetting liability has been set up as
AEGON was obligated to return this amount upon termination
of the repurchase agreements (refer note 5). In 2010 AEGON
terminated the repurchase agreement.
cOmmiTmENTs aND cONTiNGENciEs
AEGON N.V. has entered into a contingent capital agreement in
order to enable its subsidiary Scottish Equitable Plc. to maintain
capital in excess of the minimum capital requirements. The
agreement is secured by GBP 200 million in assets, which have
been allocated to Scottish Equitable. In the event Scottish
Equitable’s solvency capital would fall below the minimum
capital requirement, AEGON N.V. has agreed to replenish
solvency capital up to the amount of assets remaining in the
secured account. The agreement expires when certain
conditions have been triggered. These conditions are: 1)
(partial) disposal of Scottish Equitable or 2) the implementation
of solvency II in the UK.
AEGON N.V. has entered into a net worth maintenance
agreement with its indirect subsidiary AEGON Financial
Assurance Ireland Limited (AFA), pursuant to which AEGON N.V.
will cause AFA to have a tangible net worth of at least 3% of its
total liabilities under financial guaranty policies which it issues
up to a maximum of EUR 3 billion.

AEGON N.V. has guaranteed and is severally liable for
the following:
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 Transamerica Corporation,
AEGON USA, LLC and Commonwealth General Corporation.
At December 31, 2010, the letter of credit arrangements
amounted to EUR 3,489 million (2009: EUR 3,492 million);
as at that date no amounts had been drawn or were due
under these facilities.
Due and punctual payment of payables by the consolidated
group companies Transamerica Corporation, AEGON Funding
Company LLC, Commonwealth General Corporation and
Transamerica Finance Corp. with respect to bonds, capital
trust pass-through securities and notes issued under
commercial paper programs (EUR 620 million; 2009:
EUR 668 million), as well as payables with respect to certain
derivative transactions of Transamerica Corporation (nominal
amount EUR 2,094 million; 2009: EUR 1,870 million).
Due and punctual payment of any amounts owed to third
parties by the consolidated group 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
netting agreements including collateral support
annex agreements have been agreed; net (credit) exposure
on derivative transactions with these counterparties was
therefore limited as at December 31, 2010.
NOTE 15
NumbEr Of EmplOyEEs
Other than the Executive Board members, there were no
employees employed by AEGON N.V. in either 2010 or 2009.
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NOTE 16

accOuNTaNTs rEmuNEraTiON

Total renumeration
Audit

Of which Ernst & Young
accountants LLP (NL)

2010

2009

2010

2009

23

24

6

7

Other audit

3

2

3

1

Tax

–

–

–

–

Other services

–

–

–

–

26

26

9

8

TOTal

NOTE 17
EvENTs afTEr ThE balaNcE shEET DaTE
On march 1, 2011, AEGON completed the sale of 173,604,912 new
common shares of AEGON N.V. with a nominal value of EUR 0.12.
The shares were sold at a price of EUR 5.20 per share. The
proceeds of EUR 903 million were used to fund part of the
repurchase of the convertible core capital securities described
below.

On march 15, 2011, AEGON repurchased EUR 750 million
in principal amount of convertible core capital securities
from the Dutch State. The total payment to the Dutch State
amounted to EUR 1.125 billion of which EUR 750 million related
to the repurchase of 187.5 million convertible core capital
securities and EUR 375 million related to the premium
attached to this repurchase.

The new shares have been listed on Euronext Amsterdam,
the principal market for AEGON’s common shares.
On march 15, 2011, Vereniging AEGON exercised its option rights
to purchase 41,042,000 class B preferred shares at par value in
order to avoid dilution of its voting rights following the issuance
of 10% new common shares completed on march 1, 2011.

The hague, march 23, 2011
supErvisOry bOarD
robert J. routs
irving w. bailey, ii
antony burgmans
arthur w.h. Docters van leeuwen
shemaya levy
Karla m.h. peijs
Kornelis J. storm
ben van der veer
Dirk p.m. verbeek
leo m. van wijk

EXEcuTivE bOarD
alexander r. wynaendts
Jan J. Nooitgedagt
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 otherinFormation
independentaUditor’sreport
TO: THE SUPERVISORY BOARD AND THE
ExECUTIVE BOARD OF AEGON N.V.
rEpOrT ON ThE cOmpaNy fiNaNcial sTaTEmENTs
We have audited the accompanying company financial
statements 2010 of AEGON N.V., The Hague (as set out on pages
226 to 241), which comprise the balance sheet as at December
31, 2010, the income statement for the year then ended and the
notes, comprising a summary of the significant accounting
policies and other explanatory information.
maNaGEmENT’s rEspONsibiliTy
management is responsible for the preparation and fair
presentation of these 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 Dutch Civil Code.
Furthermore management is responsible for such internal
control as it determines is necessary to enable the preparation
of the company financial statements that are free from material
misstatement, whether due to fraud or error.
auDiTOr’s rEspONsibiliTy
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, including the Dutch
Standards on Auditing. This requires that we comply with
ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the company financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the company
financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of
material misstatement of the company financial statements,
whether due to fraud or error.

In making those risk assessments, the auditor considers internal
control relevant to 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 also includes evaluating
the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management,
as well 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 wiTh rEspEcT TO ThE cOmpaNy
fiNaNcial sTaTEmENTs
In our opinion, the company financial statements give a true
and fair view of the balance sheet of AEGON N.V. as at
December 31, 2010 and of its result and for the year then ended
in accordance with Part 9 of Book 2 of the Dutch Civil Code.
rEpOrT ON OThEr lEGal aND rEGulaTOry
rEquirEmENTs
Pursuant to the legal requirement under Section 2:393 sub 5 at
e and f of the Dutch Civil Code, we have no deficiencies to
report as a result of our examination whether the Report of the
Executive Board, to the extent we can assess, has been
prepared in accordance with Part 9 of Book 2 of this Code, and
whether the information as required under Section 2:392 sub 1
at b-h has been annexed. Further we report that the Report of
the Executive Board, to the extent we can assess, is consistent
with the company financial statements as required by Section
2:391 sub 4 of the Dutch Civil Code.
The Hague, march 23, 2011
ErNsT & yOuNG accOuNTaNTs llp
signed by A.F.J. van Overmeire
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proposalForproFitappropriation
Appropriation of profit will be determined in accordance
with the articles 31 and 32 of the Articles of Incorporation
of AEGON N.V. The relevant provisions read as follows:
1. 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 the profit to augment
and / or form reserves.
3. From the net profit as reflected in the profit and loss account,
if it is sufficient to this end after a part of the profit has been
set aside for augmenting and / or forming reserves in
accordance with 2, first of all the holders of preferred shares
shall receive, on the average amount paid on their preferred
shares, a dividend the percentage of which, on an annual
basis, shall be equal to the European Central Bank’s fixed
interest percentage for basic refinancing transactions, to be
increased by 1.75 percentage points, all applicable to the first
trading day on Euronext Amsterdam in the financial year to
which the dividend relates. Apart from this, no other dividend
is to be paid on the preferred shares. The authority to charge
the payment of preferred dividends to the reserves of the
Company rests with the Executive Board subject to approval
by the Supervisory Board.
4. The profits remaining after application of the above shall be
put at the disposal of the General meeting of 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 General meeting of Shareholders.

5. The Executive Board may, subject to the approval of the
Supervisory Board, make one or more interim distributions
to the holders of common shares and/or to the holders of
preferred shares, the latter subject to the maximum dividend
amount set forth under 3.
6. The Executive Board may, subject to 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 have the option to receive a distribution
as a cash payment and/or as a payment in common shares,
in all cases out of the profit and/or at the expense of
reserves. Subject to the approval of the Supervisory Board,
the Executive Board shall also determine the conditions
applicable to the aforementioned 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
thereafter 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 was decided not to declare the final dividend for 2009
and the interim 2010. As part of the approval granted by the
European Commission in August 2010, AEGON committed itself
not to pay any dividend to common shareholders until the
Dutch State is fully repaid. A cash dividend of 2.75% on the
amount paid-in on the class A and class B preferred shares shall
be paid to the holder of the preferred shares.

2010
Dividend on preferred shares
Earnings to be (reduced) / retained

NET iNcOmE / (lOss) aTTribuTablE TO EquiTy hOlDErs Of aEGON N.v.

2009

59

90

1,700

114

1,759

204
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majorshareholders
vErENiGiNG aEGON
Vereniging AEGON is the continuation of the former mutual
insurer AGO. In 1978, AGO demutualized and Vereniging AGO
became the only shareholder of AGO Holding N.V., which was
the holding company for its insurance operations. In 1983,
AGO Holding N.V. and Ennia N.V. merged into AEGON N.V.
Vereniging AGO initially received approximately 49% of the
common shares (which was reduced gradually to less than
40%) and all of the preferred shares in AEGON N.V., giving
it voting majority in AEGON N.V. At that time, Vereniging AGO
changed its name into Vereniging AEGON. The objective of
Vereniging AEGON is the balanced representation of the
interests of AEGON N.V. and all of its stakeholders, including
shareholders, AEGON Group companies, insured parties,
employees and other relations of the companies.
In accordance with the 1983 merger Agreement, Vereniging
AEGON had certain option rights on preferred shares to prevent
dilution of voting power as a result of share issuances by
AEGON N.V. This enabled Vereniging AEGON to maintain voting
control at the General meeting of Shareholders of AEGON N.V.
In September 2002, AEGON N.V. effected a non-dilutive capital
restructuring whereby Vereniging AEGON sold 350,000,000
of its common shares, of which 143,600,000 common 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 sold these common shares in a
global offering. The purchase price for the 206,400,000
common shares sold by Vereniging AEGON to AEGON N.V.
was EUR 2,064,000,000, which amount (less EUR 12,000,000
related costs) Vereniging AEGON contributed as additional
paid-in capital on the existing AEGON N.V. preferred shares,
all held by Vereniging AEGON. As a result of these transactions,
Vereniging AEGON’s beneficial ownership interest in AEGON N.V.’s
common shares decreased from approximately 37% to
approximately 12% and its beneficial ownership interest in
AEGON N.V.’s voting shares (excluding issued common shares
held in treasury by AEGON N.V.) decreased from approximately
52% to approximately 33%.
On may 9, 2003, AEGON’s shareholders approved certain
changes to AEGON’s corporate governance structure
and AEGON’s relationship with Vereniging AEGON in an
extraordinary General meeting of Shareholders. AEGON’s
Articles of Association were subsequently amended on may 26,
2003. The relationship between Vereniging AEGON
and AEGON N.V. was changed as follows:

The 440,000,000 preferred shares with nominal value of
EUR 0.12 held by Vereniging AEGON were converted into
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 voting rights
pertaining to the new preferred shares (the class A preferred
shares as well as the class B preferred shares which may be
issued to Vereniging AEGON under the option agreement as
described in the following sections) were adjusted accordingly
to 25/12 vote per preferred share.
AEGON N.V. and Vereniging AEGON have entered into a
preferred shares voting rights 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 combination by any
person or group of persons whether individually or as a group,
other than in a transaction approved by the Executive Board
and the Supervisory Board. If, in its sole discretion, Vereniging
AEGON determines that a ‘special cause’ has occurred,
Vereniging AEGON will notify the General meeting of
Shareholders and retain its right to exercise the full voting
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
arrangements under the 1983 merger Agreement. Under the
amended option arrangements 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 voting shares, unless Vereniging AEGON as a result of
exercising these option rights would increase its voting power
to more than 33%. Class B preferred shares will then be issued
at par value (EUR 0.25), unless a higher issue price is agreed. In
the years 2003 through 2008, 35,170,000 class B preferred
shares were issued under these option rights. In 2009,
Vereniging AEGON exercised its option rights to purchase an
additional 33,860,000 class B preferred shares to prevent
dilution caused by AEGON’s share issuance in August 2009.
In 2010, no option rights were excercised.
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DEvElOpmENT Of sharEhOlDiNG iN aEGON N.v.

Number of shares
At January 1, 2010
Exercise rights

aT DEcEmbEr 31, 2010

Accordingly, under normal circumstances the voting power of
Vereniging AEGON, based on the number of outstanding and
voting shares (excluding issued common shares held in treasury
by AEGON N.V.) at December 31, 2010, amounts to approximately
22.8%. In the event of a ‘special cause’, Vereniging AEGON’s
voting rights will increase, currently to 33%, for up to
six months per ‘special cause’.
At December 31, 2010, the General meeting of members of
Vereniging AEGON consisted of eighteen members. The majority
of the voting rights is with the sixteen members who are not
employees or former employees of AEGON N.V. or one of the
AEGON Group companies, nor current or former members of
the Supervisory Board or the Executive Board of AEGON N.V.
The two other members are both elected by the General
meeting of members of Vereniging AEGON from among 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-chairman, are not nor have ever been, related to AEGON.
The other two members are also members of the Executive
Board of AEGON N.V. Resolutions of the Executive Committee,

Common

Preferred A

Preferred B

171,974,055

211,680,000

69,039,000

-

171,974,055

-

211,680,000

-

69,030,000

other than with regard to amendment of the Articles of
Association, are made with an absolute majority of the votes.
When a vote in the Executive Committee results in a tie,
the General meeting of members has the deciding vote.
With regards 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 including the consent of the
representatives of AEGON N.V. at the Executive Committee.
Following 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 General
meeting of Shareholders of AEGON N.V., in which event
Vereniging AEGON may amend its Articles of Association
without the cooperation of AEGON N.V.
OThEr maJOr sharEhOlDErs
To AEGON’s knowledge, only one other party holds a capital
and voting interest in AEGON N.V in excess of 5%. According
to its filing with the United States Securities and Exchange
Commission on February 10, 2011, US-based investment
management firm Dodge & Cox owns over 160 million
common shares.
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 QUarterlyresUlts-UnaUdited
2009
First Second
Third Fourth
quarter quarter quarter quarter

2010

Full
year Amounts in EUR millions

First Second
Third Fourth
quarter quarter quarter quarter

Full
year

Underlying earnings before tax
211

236

251

233

931 Life

229

276

279

264

1,048

(320)

88

105

117

(10) Individual savings and retirement products

132

134

117

117

500

76

117

63

139

395 Pensions

122

115

124

108

469

(23)

13

15

16

21 Life reinsurance

30

26

4

19

79

11

20

17

19

67 Non-life

15

20

2

16

53

6

1

(1)

(8)

(2) Distribution

9

4

2

(5)

10

-

-

-

-

7

12

13

14

46

(69)

(74)

(83)

(57)

(283)

(63)

(72)

(69)

(48)

4

12

9

10

(98)

415

390

478

(167)

(17)

(196)

(164)

144

21

38

315

(385)

(394)

(286)

(212)

(24)

(352)

48

77

(453)

5

- Asset management
(252) Other

Share in underlying earnings before tax
of associates
35
1,185 uNDErlyiNG EarNiNGs bEfOrE TaX
(544) Fair value items
518 Realized gains / (losses) on investments
(1,277) Impairment charges
(323) Other income / (charges)

(9)

(34)

(47)

(13) Run-off businesses

(336)

(40)

375

(454) income before tax
658 Income tax

13

9

15

13

50

488

522

473

489

1,972
221

3

204

30

126

(16)

148

129

255

658

(150)

(77)

(92)

(133)

(452)

23

(60)

(14)

(258)

(309)

(60)

411
(39)

(49)

487
(74)

(28)

672
(15)

(28)

355
(37)

(165)

1,925

280

175

185

18

(173)

(161)

145

393

204 NET iNcOmE / (lOss)

372

413

657

318

1,760

(165)

(64)

331

348

390

1,005 Net underlying earnings

381

390

395

387

1,553

Underlying earnings before tax
(146)

289

324

350

817 Americas

379

437

376

406

1,598

72

129

102

95

398 The Netherlands

104

97

97

87

385

8

20

(9)

33

52 United Kingdom

28

22

28

(6)

72

31

49

42

48

46

40

55

59

200

(63)

(98)
8,206
(1,271)

(72)

(69)

(48)

415

390

478

6,732

6,889

6,719

(568) (1,380) (5,585)

170 New markets
(252) Holding and other activities

1,185 uNDErlyiNG EarNiNGs bEfOrE TaX

(69)

(74)

(83)

(57)

(283)

488

522

473

489

1,972

28,546 Gross deposits (on and off balance sheet) 7,775

7,584

9,408

7,813

32,580

(8,804) Net deposits (on and off balance sheet)

(1,458)

(839)

2,666

(1,946)

(1,577)

1,930

1,923

1,656

2,003

7,512

New life sales
1,974

1,397

1,674

2,017

370

345

323

355

567

484

492

557

164

146

126

125

12

11

12

21

7,062 Life single premiums
1,393 Life recurring premiums annualized

345

398

361

358

1,462

2,100 TOTal rEcurriNG plus 1/10 siNGlE

538

590

527

558

2,213

561

New premium production accident & health
insurance

148

148

146

180

622

56

New premium production general insurance

14

15

14

15

58
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 Glossary
acquisition date is the date on which the acquirer 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 assets / liabilities.
actuarial funding enables a life insurance company to reduce
the size of the unit reserves it holds for unit linked business to
reflect some or all of the unit-linked charges it expects to receive
in the future from the units nominally allocated. Actuarial funding
is used on those contracts that have surrender penalties and the
company will hold a minimum of the surrender value at all times.
actuarial gains and losses relate to the accounting for postemployment benefit plans. They comprise the effects of
experience adjustments and changes in assumptions used
to determine the cost of a plan.
amortized cost is the amount at which the financial asset
or liability is measured at initial recognition minus principal
repayments, plus or minus the cumulative amortization using
the effective interest rate method of any difference between
that initial amount and the maturity amount and minus any
reduction (directly or through the use of an allowance account)
for impairment or uncollectability.
assets held by long-term employee benefit funds are part
of plan assets. These are assets (other than non-transferable
financial instruments issued by the reporting entity) that:
Are held by an entity that is legally separate from the
reporting 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 reporting entity’s 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.
binomial option pricing model uses a binomial lattice that
represents possible paths that might be followed by the
underlying asset’s price over the life of the option, for a given
number of time steps between valuation date and option
expiration. Each node in the lattice represents a possible
price of the underlying asset, at a particular point in time.
The valuation process is iterative; it starts at each final node
and then works backwards through the lattice to the first node,
which is the valuation date, where the calculated result is the
value of the option.

business combination is the bringing together of separate
entities or operations of entities into one reporting entity. This
can be realized through a purchase transaction or by means of a
merger. A business combination involving entities (or operations
of entities) under common control is a business combination in
which all of the combining entities (or operations of entities)
ultimately are controlled by the same party or parties both
before and after the combination, and that control is not
transitory.
capitalization is the recognition of a cost as part of the cost
of an asset on the balance sheet.
cash generating unit is the smallest identifiable group of
assets that generates cash inflows that are largely independent
of the cash inflows from other assets or groups of assets.
cedant is the policyholder under a reinsurance contract.
claims settlement expenses are costs incurred in settling a
claim. These costs include internal administration and payout
costs, but also such items as attorney’s fees and investigation
expenses.
collateral is an asset pledged by a borrower to secure a loan
and is subject to seizure in the case of default.
compound financial instruments are financial instruments
that, from the issuer’s perspective, contain both a liability and
an equity element.
constructive obligation is an obligation that derives from an
entity’s actions whereby an established pattern of past practice,
published policies or a sufficiently specific current statement,
the entity has indicated to other parties that it will accept
certain responsibilities, and as a result, the entity has created
a valid expectation on the part of those other parties that it will
discharge those responsibilities.
credit risk is the risk that one party to a financial instrument
will fail to discharge an obligation and cause the other party
to incur a financial loss.
currency risk is a market risk, namely the risk that the value
of a financial instrument will fluctuate due to changes in foreign
exchange rates.
Deferred tax assets are amounts of income taxes recoverable
in future periods in respect of deductible temporary differences;
the carryforward of unused tax losses; and the carryforward of
unused tax credits.
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Deferred tax liabilities are amounts of income taxes payable
in future periods in respect of taxable temporary differences.
Defined benefit obligation is the present value, without
deducting any plan assets, of expected future payments
required to settle the obligation resulting from employee
service in the current and prior periods.
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 will have no legal or constructive obligation
to pay further contributions if the fund does not hold sufficient
assets to pay all employee benefits relating to employee service
in the current and prior periods.
Deferred policy acquisition cost (Dpac) – are the variable
costs related to the acquisition or renewal of insurance
contracts and investment contracts with discretionary
participation features.
Deposit accounting method includes amounts charged and
paid to customers directly into the financial liability and not
through the income statement as premium income and claims.
Derecognition is the removal of a previously recognized asset
or financial liability from an entity’s balance sheet.
Derivatives are financial instruments whose value changes in
response to an underlying variable, that require little or no net
initial investment and are settled at a future date.
Discretionary participation feature is a contractual right
to receive, as a supplement to guaranteed benefits, additional
benefits:
That are likely to be a significant portion of the total
contractual benefits;
Whose amount or timing is contractually at the discretion
of the issuer; and
That are contractually based on:
• � The performance of a specified pool of contracts
or a specified type of contract; �
• � Realized and/or 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. �

Effective interest rate method is a method of calculating the
amortized cost of a financial asset or liability and of allocating
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 through the
expected life of the financial instrument or, when appropriate,
a shorter period to the net carrying amount of the financial
asset or liability.
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 instruments 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 all of its
liabilities.
Equity method is a method of accounting whereby the
investment is initially 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 loss of the investor includes
the investor’s share of the profit or loss of the investee. �
Equity volatility is the relative rate at which the price of equity
changes. �
Exchange differences are differences resulting from translating �
a given number of units of one currency into another currency
at different exchange rates. �
finance lease is a lease that transfers substantially all the risks
and rewards incident to ownership of an asset. �
financial asset is any asset that is: �

Cash;
An equity instrument of another entity; �
A contractual right to receive cash or another financial asset
from another entity or to exchange financial instruments
with another party under conditions that are potentially
favorable; or
A contract that will or may be settled in the entity’s own
equity instruments; and is
• � A non-derivative for which the entity is or may be obliged
to receive a variable number of the entity’s own equity
instruments; or
• � A derivative that will or may be settled other than by the
exchange of a fixed amount of cash or another financial
asset for a fixed number of the entity’s own equity
instruments.
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financial instrument is any contract that gives rise to both
a financial asset of one entity and a financial liability or equity
instrument of another entity.

Guaranteed benefits are payments or other benefits to which
a particular policyholder or investor has an unconditional right
that is not subject to the contractual discretion of the issuer.

financial liability is any liability that is:
A contractual obligation to deliver cash or another financial
asset to another entity or to exchange financial assets or
financial liabilities with another entity under conditions
that are potentially unfavorable to the entity; or
A contract that will or may be settled in the entity’s own
equity instruments; and is
• � A non-derivative for which the entity is or may be obliged
to deliver a variable number of the entity’s own equity
instruments; or
• � A derivative that will or may be settled other than by the
exchange of a fixed amount of cash or another financial
asset for a fixed number of the entity’s own equity
instruments.

hedge effectiveness is the degree to which changes in the fair
value or cash flows of the hedged item that are attributable to a
hedged risk are offset by changes in the fair value or cash flows
of the hedging instrument.

financial risks are risks of a possible future change in one
or more of the following variables: a specified interest rate,
financial instrument price, commodity price, foreign exchange
rate, index or prices or rates, credit rating or credit index or
other variable, provided in the case of a non-financial variable,
that the variable is not specific to a party to the contract.
firm commitment is a binding agreement for the exchange
of a specified quantity of resources at a specified price on a
specified future date or dates.
foreign currency is a currency other than the functional
currency of an entity within the Group.
foreign operation is an entity that is a subsidiary, associate,
joint venture or branch of a reporting entity within the Group,
the activities of which are based or conducted in a country
or currency other than those of the reporting entity.
functional currency is the currency of the primary economic
environment in which an entity within the Group operates.
General account investments are investments of which the
financial risks are not borne by the policyholder.
Goodwill is the amount of future economic benefits arising
from assets that are not capable of being individually identified
and separately recognized as an asset in a business
combination.

incremental 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 right 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 agreeing to compensate the
policyholder if a specified uncertain future event (the insured
event) adversely affects the policyholder.
insurance liability is an insurer’s contractual obligation 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 agreed sharing of control
over an economic activity, which exists when the strategic
and operating decisions relating to the activity require the
unanimous consent of the parties sharing control.
liability adequacy testing is an assessment of whether the
carrying amount of an insurance liability needs to be increased
(or the carrying amount of related deferred acquisition costs or
related intangible assets decreased) based on a review of future
cash flows.
liquidity risk is the risk that an entity will encounter difficulty
in raising funds to meet commitments associated with financial
instruments.
master netting agreement is an agreement providing for
an entity that undertakes a number of financial instrument
transactions with a single counterparty to make a single net
settlement of all financial instruments covered by the
agreement in the event of default on, or termination of,
any contract.
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minority interests are that portion of the profit or loss and net
assets of a subsidiary attributable to equity interests that are not
owned, directly or indirectly through subsidiaries, by the parent.
monetary items are units of currency held and assets and
liabilities to be received or paid in a fixed or determinable
number of units of currency.
Onerous contracts are contracts in which the unavoidable
costs of meeting the obligations under the contract exceed
the economic benefits expected to be received under it.
Operating expenses are all expenses associated with selling
and administrative activities (excluding commissions) after
reallocation of claim handling expenses to benefits paid.
past service cost is the increase in the present value of the
defined benefit obligation for employee service in prior periods,
resulting in the current period from the introduction of, or
changes to, post-employment benefits.
plan assets are assets held by a long-term employee benefit
fund and qualifying insurance policies.

projected unit credit method is an actuarial valuation method
that sees each period of service as giving rise to an additional
unit of benefit entitlement and measures each unit separately
to build up the final obligation.
qualifying insurance policies are a component of plan assets.
These are insurance policies issued by an insurer that is not
a related party of the reporting entity, if the proceeds of the
policies:
Can be used only to pay or fund employee benefits under
a defined benefit plan; and
Are not available to the reporting entity’s own creditors.
real estate investments foreclosed are real estate
investments purchased through foreclosure on the mortgage.
Such purchases are not accounted for as mortgages, but as real
estate investments until they can be sold at a better price than
at the foreclosure. meanwhile they yield a rental income.
realizable value is the amount of cash or cash equivalents that
could currently be obtained by selling an asset in an orderly
disposal.

policy acquisition costs are the expenses incurred in soliciting
and placing new business as well as renewal of existing business.
It includes agent’s commissions, underwriting expenses, medical
and credit report fees, marketing expenses and all other direct
and indirect expenses of the departments involved in such
activities.

recognition is the process of incorporating in the balance
sheet or income statement an item that meets the definition of
an element and satisfies the following criteria for recognition:
It is probable that any future economic benefit associated
with the item will flow to or from the entity; and
The item has a cost or value that can be measured with
reliability.

policyholder is a party that has a right to compensation under
an insurance contract if an insured event occurs.

reinsurance assets are a cedant’s net contractual rights under
a reinsurance contract.

presentation currency is the currency in which the financial
statements are presented.

reinsurance contract is an insurance contract issued by one
insurer to compensate another insurer for losses on one or
more contracts issued by the cedant.

price risk is a market risk, namely the risk that the value of
a financial instrument will 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 not bought in an
active market but negotiated between the two parties involved.
Private loans are not embodied in securities. When a private
loan takes the form of a private placement of bonds or other
investments directly to an institutional investor like an
insurance company, it has more the character of a bond loan
and such financial instruments are classified as available-forsale investments rather than as loans and receivables.

renewal of a contract is when a policyholder takes whatever
action is required, typically payment of a premium, in order to
maintain benefits under the contract.
repurchase agreement 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 gains and
losses on the plan assets less any costs of administering the
plan and less any tax payable by the plan itself.
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reverse repurchase agreement is a purchase of securities with
the agreement to resell them at a later specified date and price.

Trade date is the date that an entity commits itself to purchase
or sell an asset.

security lending involves a loan of a security from one party
to another.

Transaction costs are incremental costs that are directly
attributable to the acquisition, issue or disposal of a financial
asset or liability.

settlement date is the date that a financial asset is delivered
to the entity that purchased it.
sovereign exposures are AAA rated government bonds, or
lower rated government bonds if purchased in local currency
by a reporting unit.
spot exchange 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 modeling is a statistical process that uses
probability and random variables to predict a range of probable
investment performances.

Trust pass-through securities are securities through which
the holders participate in a trust. The assets of these trusts
consist of debentures issued by an AEGON Group company.
unlocking 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 gross profits.
value of business acquired (vOba) the difference between the
fair value and the carrying amount of the insurance liabilities
recognized when a portfolio of insurance contracts is acquired
(directly from another insurance company or as part of a
business combination).

Temporary differences are differences between the carrying
amount of an asset or liability in the balance sheet and its tax
base that will reverse over time.
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 Forward-lookinGstatements
The statements contained in this Annual Report that are not
historical facts are forward-looking statements as defined in
the US Private Securities Litigation Reform Act of 1995. The
following are words that identify such forward-looking
statements: aim, believe, estimate, target, intend, may, expect,
anticipate, predict, project, counting on, plan, continue, want,
forecast, goal, should, would, is confident, will, and similar
expressions as they relate to AEGON. These statements are not
guarantees of future performance and involve risks,
uncertainties and assumptions that are difficult to predict. We
undertake no obligation to publicly update or revise any
forward-looking statements. Readers are cautioned not to place
undue reliance on these forward-looking statements, which
merely reflect company expectations at the time of writing.
Actual results may differ materially from expectations conveyed
in forward-looking statements due to changes caused by
various risks and uncertainties. Such risks and uncertainties
include but are not limited to the following:
Changes in general economic conditions, particularly in the
United States, the Netherlands and the United Kingdom.
Changes in the performance of financial markets, including
emerging markets, such as with regard to:
 The frequency and severity of defaults by issuers in our
fixed income investment portfolios; and
 The effects of corporate bankruptcies and/or accounting
restatements on the financial markets and the resulting
decline in the value of equity and debt securities we hold.
The frequency and severity of insured loss events.
Changes affecting mortality, morbidity, persistence and other
factors that may impact the profitability of our insurance
products.
Changes affecting interest rate levels and continuing low or
rapidly changing interest rate levels.
Changes affecting currency exchange rates, in particular the
EUR/USD and EUR/GBP exchange rates.
Increasing levels of competition in the Americas, the
Netherlands, the United Kingdom and new markets.
Changes in laws and regulations, particularly those affecting
our operations, the products we sell, and the attractiveness
of certain products to our consumers.
Regulatory changes relating 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 and/or governments.
Lowering of one or more of our debt ratings issued by
recognized rating organizations and the adverse impact such
action may have on our ability to raise capital and on our
liquidity and financial condition.
Lowering of one or more of insurer financial strength ratings
of our insurance subsidiaries and the adverse impact such
action may have on the premium writings, policy retention,
profitability of its insurance subsidiaries and liquidity.
The effect of the European Union’s Solvency II requirements
and other regulations in other jurisdictions affecting the
capital we are required to maintain.
Litigation or regulatory action that could require us to pay
significant damages or change the way we do business.
Customer responsiveness to both new products and
distribution channels.
Competitive, legal, regulatory, or tax changes that affect the
distribution cost of or demand for our products.
The impact of acquisitions and divestitures, restructurings,
product withdrawals and other unusual items, including our
ability to integrate acquisitions and to obtain the anticipated
results and synergies from acquisitions.
Our failure to achieve anticipated levels of earnings or
operational efficiencies as well as other cost saving
initiatives.
Our inability to obtain consent from the Dutch Central Bank
to repurchase our Core Capital Securities; and
Our inability to divest Transamerica Reinsurance on terms
acceptable to us or the failure of any of the conditions for
completion of such divestment agreement.
Further details of potential risks and uncertainties affecting the
company are described in the company’s filings with Euronext
Amsterdam and the US Securities and Exchange Commission,
including the Annual Report on Form 20-F. These forwardlooking statements speak only as of the date of this document.
Except as required by any applicable law or regulation, the
company expressly disclaims any obligation or undertaking to
release publicly any updates or revisions to any forward-looking
statements contained herein to reflect any change in the
company’s expectations with regard thereto or any change in
events, conditions or circumstances on which any such
statement is based.
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