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Note	27	� Deferred revenue liabilities

 
2008 2007

At January 1 50 43

Income deferred 13 23

Release to income statement (9) (12)

Net exchange differences (12) (4)

At December 31 42 50

 

Note	28	� Deferred tax  

 
2008 2007

Deferred tax assets 1,447 2

Deferred tax liabilities 424 1,605

Total net deferred tax (1,023) 1,603

  

Real estate
Financial 

assets
Insurance 
contracts

Deferred 
expenses, 

VOBA 
and other 
intangible 

assets 

Defined 
benefit 

plans Losses Other Total
At January 1, 2007 508 1,206 (2,340) 3,973 (8) (635) (47) 2,657

Acquisitions through 
business combinations  –  –  –  10  –  (2)  9  17 

Charged to income 
statement  10  215  (41)  (80)  (13)  33  5  129

Charged to equity  2  (886) (7)  6  – – 2 (883)

Net exchange differences  (9)  (72)  153  (312)  (5)  37 6 (202)

Other –  5  (28)  (17) –  (10)  (65)  (115)

At December 31, 2007 511 468 (2,263) 3,580 (26) (577) (90) 1,603

At January 1, 2008 511 468 (2,263) 3,580 (26) (577) (90) 1,603
Acquisitions through 

business combinations – 2 – 37 – – – 39
Charged to income 

statement (15) 1,012 (449) 52 27 (345) (194) 88

Charged to equity 3 (3,142) (6) 12 – 121 115 (2,897)

Net exchange differences 4 (101) 137 (228) 21 10 33 (124)

Other 10 68 41 (74) 13 216 (6) 268

At December 31, 2008 513 (1,693) (2,540) 3,379 35 (575) (142) (1,023)
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Deferred tax assets comprise temporary differences on: 2008 2007

Real estate (296) (2)

Financial assets 1,683 1

Insurance and investment contracts 1,999 –

Deferred expenses, VOBA and other intangible assets (2,284) 2

Defined benefit plans (86) 2

Losses 431 –

Other – (1)

At December 31 1,447 2

 

 
Deferred tax liabilities comprise temporary differences on: 2008 2007

Real estate 217 509 

Financial assets (10) 469

Insurance and investment contracts (541) (2,263)

Deferred expenses, VOBA and other intangible assets 1,095 3,582 

Defined benefit plans (51) (24)

Losses (144) (577)

Other (142) (91)

At December 31 424 1,605

 

Deferred corporate income tax assets are recognized for tax 

losses carried forward to the extent that the realization of 

the related tax benefit through the future taxable profits is 

probable. For an amount of EUR 513 million (2007: EUR 1 million, 

2006: EUR 49 million) the realization of the deferred tax asset 

is dependent on future taxable profits in excess of the profits 

arising from the reversal of existing taxable temporary 

differences. 

For an amount of EUR 280 million (2007: nil, 2006: nil) the 

utilization of tax losses is dependent on retaining bonds and 

similar investments until the earlier of market recovery or 

maturity. For an amount of EUR 233 million (2007: EUR 1 million, 

2006: EUR 49 million) the utilization of tax losses is 

dependent on the projection of future taxable income from 

existing business.

Deferred corporate income tax assets in respect of deductible 

temporary differences relating to available for sale financial 

assets are recognized to the extent that the realization of the 

related tax benefit through the future taxable profits is probable. 

The realization of the deferred tax asset of EUR 3,761 million 

(2007: nil, 2006: nil) is dependent on future taxable profits in 

excess of the profits arising from the reversal of existing 

taxable temporary differences. For the whole amount the 

realization of the deferred tax asset is dependent on retaining 

bonds and similar investments until the earlier of market 

recovery or maturity.

AEGON did not recognize deferred corporate income tax assets 

in respect of tax losses amounting to EUR 1,512 million (2007: 

EUR 1,199 million, 2006: EUR 642 million) that can be carried 

forward to future taxable income. Tax losses amounting to 

EUR 687 million (2007: EUR 423 million, 2006: EUR 83 million) 

can be carried forward indefinitely; tax losses amounting to 

EUR 340 million (2007: EUR 736 million, 2006: EUR 517 million) 

will expire within the next five years; tax losses amounting to 

EUR 391 million (2007: EUR 40 million, 2006: EUR 42 million) 

will expire in five to ten years; tax losses amounting to 

EUR 67 million (2007: nil, 2006: nil) will expire in ten to fifteen 

years; tax losses amounting to EUR 27 million (2007: nil, 

2006: nil) will expire in fifteen to twenty years.

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 

EUR 424  million (2007: EUR 7 million, 2006: nil).

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 totaled EUR 1,808 million (2007: EUR 1,856 million; 

2006: EUR 1,810 million). All deferred taxes are non-current 

by nature.
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Note	29	� Other liabilities  

 
2008 2007

Payables due to policyholders 874  608

Payables due to brokers and agents 867  613

Payables out of reinsurance 774  912

Social security and taxes payable 81  34

Income tax payable 17  426

Investment creditors 661  394

Cash collateral 9,040 8,993

Repurchase agreements 3,929  14

Share appreciation rights 5  41

Other creditors 1,989  2,423

At December 31 18,237 14,458

Current 17,398 13,606

Non-current 839 852

Fair value 18,142 14,416

 

Refer to note 40 for a description of share appreciation rights 

and related expenses. 

 

Note	30	� Accruals  

 
2008 2007

Accrued interest 443 306

Accrued expenses 118 151

At December 31 561 457

 

The carrying amounts disclosed reasonably approximate 

the fair values as at the year end. 
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Note	31	� Premium income and premiums to 

reinsurers  

 
Total

Gross Reinsurance

2008

Life 19,795 1,255

Non-life 2,614 316

Total 22,409 1,571

2007

Life 24,210 1,280

Non-life 2,690 326

Total 26,900 1,606

2006

Life 21,768 1,333

Non-life 2,802 338

Total 24,570 1,671

 

Note	32	�I nvestment income  

 
2008 2007 2006

Interest income 8,886  9,183 9,011

Dividend income 868  1,051 1,186

Rental income 211  223 179

Total investment income 9,965  10,457 10,376

Investment income related to general account 7,041  7,496 7,467

Investment income for account of policyholders 2,924  2,961 2,909

Total 9,965  10,457 10,376

 

 
Investment income from financial assets held for general account: 2008 2007 2006

Available-for-sale 5,217  5,661  5,643 

Loans 1,303  1,276  1,231 

Held-to-maturity 49  48  34 

Financial assets designated fair value through profit or loss 223  255  305 

Real estate 96  89  90 

Derivatives 67  85  120 

Other 86  82  44 

Total 7,041  7,496  7,467 
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Investment income from: 2008 2007 2006

Shares 868  1,051 1,186

Debt securities and money market instruments 7,419  7,708 7,591

Loans 1,303  1,276 1,231

Real estate 211  223 179

Other 164  199 189

Total 9,965  10,457 10,376

 

Included in interest income is EUR 10 million (2007: 

EUR 7 million; 2006: EUR 28 million) in respect of interest 

income accrued on impaired financial assets. The interest 

income on financial assets that are not carried at fair value 

through profit or loss amounted to EUR 6,603 million (2007: 

EUR: 6,930 million 2006: EUR 6,839 million).

 

Note	33	 Fee and commission income  

 
2008 2007 2006

Fee income from asset management 763  700 686

Sales commissions 438  547 440

Commissions from intermediary activities 284 313 233

Other 218 340 306

Total fee and commission income 1,703 1,900 1,665

 

Included in fee and commission income is EUR 85 million of 

fees on trust and fiduciary activities (2007: EUR 74 million; 

2006: EUR 62 million). EUR 25 million of fees were recognized 

on financial assets and liabilities that are not carried at fair 

value with changes in the fair value recognized in the income 

statement (2007: EUR 6 million; 2006: EUR 14 million). 

 

Note	34	 Other revenues  

 
2008 2007 2006

Other revenues 5 14 4

 

Other revenues relate to non-core activities. 
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Note	35	I ncome from reinsurance ceded  

 
2008 2007 2006

Recovered claims and benefits 1,907 1,755 1,170

Change in technical provisions (430) (380) 124

Commissions 156 171 173

Total 1,633 1,546 1,467

 

Income from reinsurance ceded represents mainly claims made 

under reinsured insurance policies. 

Note	36	 Results from financial transactions  

Results from financial transactions comprise: 2008 2007 2006

Net fair value change of general account financial investments at fair value 
through profit or loss, other than derivatives (1,261) 573  775 

Realized gains and losses on financial investments 99 957 597 

Gains and (losses) on investments in real estate (48) 137  134 

Net fair value change of derivatives 996 (926)  (255) 

Net fair value change on for account of policyholder financial assets at fair value 
through profit or loss (27,490) 4,380  7,953 

Net fair value change on investments in real estate for account of policyholders (557) (402)  187 

Net foreign currency gains and (losses) (39) (172)  (24) 

Net fair value change on borrowings and other financial liabilities 105 (2)  42

Realized gains and (losses) on repurchased debt – –  (12) 

Total (28,195) 4,545 9,397 

 

 
Net fair value change of general account financial investments at fair value 
through profit or loss, other than derivatives comprise: 2008 2007 2006

Shares (639) 96  344 

Debt securities and money market investments (317) 86  61 

Other (305) 391 370 

Total (1,261) 573  775 

 
Realized gains and losses on financial investments comprise: 2008 2007 2006

Shares 37 870 622 

Debt securities and money market investments 140 96 (10)

Loans 9 34 61 

Other (87) (43) (76)

Total 99 957 597 

 
Realized gains and losses on financial investments relate to: 2008 2007 2006

Available-for-sale investments 90 923 536 

Loans 9 34 61 

Other – – –

Total 99 957 597
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Net fair value change of derivatives comprise: 2008 2007 2006

Net fair value change on free standing derivatives 2,713 (12) 105

Net fair value change on embedded derivatives (1,721) (590) (179)

Ineffective portion of hedge transactions to which hedge accounting is applied 50 16 12

Fair value changes on economic hedges for which no hedge accounting is applied (46) (340) (193)

Total 996 (926) (255)

 
The ineffective portion of hedge transactions to which hedge accounting is 
applied comprises: 2008 2007 2006

Fair value change on hedging instruments in a fair value hedge (164)  (242) (22)

Fair value change on hedged items in a fair valued hedge 202  253 27

Ineffectiveness fair value hedges 38  11 5

Ineffectiveness cash flow hedges 12 5 7

Total 50 16 12

 
Net fair value change on for account of policyholder financial assets at fair value 
through profit or loss comprise: 2008 2007 2006

Shares  (11,238)  1,760 3,754

Debt securities and money market investments  (827)  (884) (1,124)

Deposits with financial institutions 5  (1) –

Separate accounts and unconsolidated investment funds  (15,481) 3,580 5,323

Other 51 (75) –

Total  (27,490) 4,380 7,953

 

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. Investment income on investments for account of 

policyholders is included in investment income. Refer to note 32 

for further information. 

 

Note	37	 Other income  

 
2008 2007 2006

Other income 6 214 11

 

Other income in 2007 relates mainly to the acquisition of 

OPTAS N.V. (‘OPTAS’). The acquired net assets amounted to 

EUR 1.7 billion, EUR 212 million higher than the acquisition price 

of EUR 1.5 billion resulting in a one-time gain at acquisition that 

is reported as part of Other income. 
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Note	38	 Policyholder claims and benefits  

 
2008 2007 2006

Claims and benefits paid to policyholders 17,248 17,889 16,235

Gains / losses on separate accounts and investment funds (14,020) 3,244 4,962

Change in valuation of liabilities for insurance and investment contracts (4,036)  13,002 14,070

Total (808) 34,135 35,267

 

The change in valuation of liabilities for insurance and 

investment contracts include EUR 17 million of losses 

(2007: gains of EUR 7 million, 2006: gains of EUR 75 million) 

of other charges that for segment reporting are excluded 

from Operating earnings before tax.

 

Note	39	 Profit sharing and rebates  

 
2008 2007 2006

Amortization of interest rate rebates 50 46 48

Surplus interest bonuses 10 22 16

Profit appropriated to policyholders 38 15 69

Total 98 83 133

 

Note	40	 Commissions and expenses  

 
2008 2007 2006

Commissions 3,072 3,312 3,444

Employee expenses 1,899  1,903 1,821

Administration expenses 1,373  1,334 1,236

Deferred expenses  (1,792)  (1,891) (1,973)

Amortization of deferred expenses 1,332  1,062 1,286

Amortization of VOBA and future servicing rights 225  219 271

Total 6,109  5,939 6,085

 

Included in administration expenses above is depreciation 

amounting to EUR 84 million (2007: EUR 86 million and 

2006: EUR 112 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 59 million (2007: EUR 62 million and 

2006: EUR 32 million). Minimum lease payments recognized 

as expense amounted to EUR 6 million (2007: EUR 10 million 

and 2006: EUR 6 million). Included in employee expenses is 

EUR 26 million (2007: EUR 23 million and 2006: EUR 23 million) 

regarding defined contribution expenses. 

 

Included in the amortization of deferred expenses and VOBA is 

EUR 14 million (2007: EUR 1 million and 2006: EUR 29 million) 

that is classified for segment reporting purposes as non 

operating earnings as an offset against realized gains and 

losses on financial investments. 
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Employee expenses 2008 2007 2006

Salaries 1,285 1,286 1,206

Post-employment benefit costs 180 168 178

Social security charges 146 140 140

Other personnel costs 303 307 258

Share appreciation rights and share options (15) 2 39

Total 1,899 1,903 1,821

 

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 vesting 

date. The rights and options granted in 2003 and 2002 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.

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. Options granted 

pursuant to the purchase agreement with Providian have 

various expiration dates. The options granted in 1997 to senior 

executives of former Providian business units fully vest in three 

years and the exercise period is up to ten years, with the latest 

period ended in August 2008.

 

In compliance with regulations under Dutch law, share 

appreciation rights and share options cannot be exercised 

in blackout periods.  

 

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

Aggregate intrinsic 
value in EUR million

Outstanding at January 1, 2007 23,865,888 15.15 3.55 77

Granted 309,500 14.98

Exercised (3,014,100) 9.55

Forfeited (1,250,426) 17.06

Expired – –

Outstanding at January 1, 2008 19,910,862 15.87 2.59 30

Granted 300,300 8.93

Exercised (168,400) 7.99

Forfeited (1,898,621) 20.21

Expired –

Outstanding at December 31, 2008 18,144,141 15.30 1.71 0

Exercisable at December 31, 2008 17,431,241 15.42 1.57 0
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The weighted average share price at which the share 

appreciation rights were exercised in 2008 is EUR 10.46 

(2007: EUR 15.07).

 

SARs
Original number 

granted
Outstanding 

January 1, 2008
Outstanding 

December 31, 2008
Exercise price  

in EUR Exercise period

2002 11,555,700 7,146,732 5,912,204 26.70 Until March 12, 2009

2003 11,447,300 2,950,744 2,770,637 6.30 Until March 11, 2010

2004 11,574,850 5,668,016 5,323,882 10.56 Until March 17, 2011

2005 4,575,600 3,672,270 3,424,518 10.86 Until March 8, 2012

2006 244,300 187,200 207,100 14.00 Until March 14, 2013 

2007 309,500 285,900 231,900 14.98 Until March 13, 2014

2008 300,300 – 273,900 8.93 Until March 11, 2015

Total 40,007,550 19,910,862 18,144,141

 

The following assumptions are used in estimating the fair value 

of share appreciation rights at December 31: 

 
2008 2007 2006

Volatility 56.43% 29.0%  26.3%

Expected dividend yield 7.77% 7.18% 3.99%

Expected term (in years) 5.93 6.01  5.68

Risk-free rate 3.11% 4.14% 3.87%

AEGON share price at year end 4.525 12.09  14.44

 

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 29 for 

details. The costs related to the share appreciation rights 

amount to EUR (34) million (2007: EUR (16) million and 

2006: EUR 26 million) and are recognized in the income 

statement as part of ‘Commissions and expenses’. 
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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

Aggregate intrinsic 
value in EUR million

Outstanding at January 1, 2007 13,919,255 13.25 5.64 21

Granted 9,522,200 14.98

Exercised (182,352) 12.26

Forfeited (1,895,491) 14.09

Expired (95,850) 12.39

Outstanding at January 1, 2008 21,267,762 13.91 5.38 5

Granted 10,269,900 8.93

Exercised (300) 10.86

Forfeited (2,170,196) 12.33

Expired (188,650) 30.63

Outstanding at December 31, 2008 29,178,516 12.17 5.01 0

Exercisable at December 31, 2008 4,085,210 10.86 3.21 0

 

The weighted average share price at which the share options 

were exercised in 2008 is EUR 5.99 (2007: EUR 14.00).

 

SARs
Original number 

granted
Outstanding 

January 1, 2008
Outstanding 

December 31, 2008
Exercise price  

in EUR Exercise period

Providian 7,204,384 188,650 –

2005 5,586,160 4,370,910 4,085,210  10.86 Until March 8, 2012

2006 9,149,500 7,903,623 7,328,519  14.00 Until March 14, 2013 

2007 9,522,200 8,804,579 8,161,651 14.98 Until March 13, 2014 

2008 10,269,900 – 9,603,136 8.93 Until March 11, 2015

Total 41,732,144 21,267,762 29,178,516 

 

The following assumptions are used in estimating the fair value 

of share options at the grant date: 

 
2008 2007 2006

Volatility 36% 24.4%  28.0%

Expected dividend yield 9.84% 4.53% 4.23%

Expected term (in years) 6.53 6.57  6.46

Risk-free rate 3.47% 3.84% 3.47%

Exercise price 8.93 14.98  14.00
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The costs related to the share options amount to EUR 19 million 

(2007: EUR 18 million and 2006: EUR 13 million) and are 

recognized in the income statement as part of ‘Commissions 

and expenses’.

Share appreciation rights and share options

The fair value of a share appreciation right or share option at 

the grant date in 2008 amounted to EUR 1.57 (2007: EUR 2.87 

and 2006: EUR 3.14). These amounts are equal to the weighted 

average fair value for the respective years. The total intrinsic value 

of share options exercised and SARs paid during 2008 amounts 

to EUR 1 million (2007: EUR 15 million and 2006: EUR 11 million).

At December 31, 2008, the total compensation cost related 

to non-vested awards not yet recognized is estimated at 

EUR 19 million. The weighted average period over which it is 

expected to be recognized is 1.3 years.

 

No cash is received from exercise of share options during 2008, 

2007 and 2006. Cash used to settle share appreciation rights 

amounts to EUR 0.4 million in 2008 (2007: EUR 17 million and 

2006: EUR 10 million).

The exposure from the issued share appreciation rights and 

share options is economically hedged by a position in treasury 

shares. At December 31, 2008, AEGON N.V. held 42,464,790 of 

its own common shares with a face value of EUR 0.12 each by 

virtue of acquisitions for this purpose.

There have been no modifications to the plans during the 

financial year.

The breakdown of the share appreciation rights and share 

options granted in 2008 is as follows: senior executives 

4,747,500 and other employees 5,822,700 (2007: 4,157,500 

and 5,674,200; 2006: 4,009,800 and 5,384,000).

Refer to note 54 for detailed information about the SARs / share 

options and the shares and options conditionally granted to the 

Executive Board.

 

Note	41	Impa irment charges / (reversals)  

 
Impairment charges / (reversals) comprise: 2008 2007 2006

Impairment charges on financial assets, excluding receivables 1 1,115 135 142

Impairment reversals on financial assets, excluding receivables 1 (36) (64) (118)

Impact of the above impairments on the valuation of insurance assets and liabilities 1 (7) 16 –

Impairment charges on non-financial assets and receivables 41 30 9

Total 1,113 117 33

Impairment charges / (reversals) on financial assets, excluding receivables are for segment reporting excluded from operating earnings before tax 1	

(refer to note 5).

 
Impairment charges on financial assets, excluding receivables, from: 2008 2007 2006

Shares 203 45 36

Debt securities and money market instruments 862 76 80

Loans 49 6 15

Other 1 8 11

Total 1,115 135 142

 
Impairment reversals on financial assets, excluding receivables, from: 2008 2007 2006

Debt securities and money market instruments (36) (51) (103)

Loans – (10) (15)

Other – (3) –

Total (36) (64) (118)
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Note	42	I nterest charges and related fees  

 
2008 2007 2006

Capital securities 8 10 29

Subordinated loans 2 2 14

Borrowings 410 339 252

Other 106 123 67

Total 526 474 362

The interest charges accrued on financial assets and liabilities 

that are not carried at fair value through profit or loss 

amounted to EUR 375 million (2007: EUR 314 million and 

2006: EUR 331 million).  

 

Note	43	 Other charges  

 
2008 2007 2006

Other charges 2 181 1

In 2007, AEGON refined its method of calculating the fair value 

of the guarantees included in its unit-linked products in order 

to align these calculations with the calculations currently used 

for the group pension contracts and traditional products. This 

change in accounting estimate has been applied prospectively. 

In 2007, the pre–tax cumulative charges amounted to 

EUR 181 million and were reported as part of Other charges.

Other charges is for segment reporting purposes fully excluded 

from Operating earnings (refer to note 2.5).

 

Note	44	I ncome tax

 
Note 2008 2007 2006

Current tax

Current year (103) 501 304

Adjustments to prior year 36 (104) (27)

(67) 397 277

Deferred tax 28

Origination / (reversal) of temporary differences 16 234 616

Changes in tax rates / bases 7 (64) (51)

Recognition of previously unrecognized tax loss / tax credit (3) 27 (65)

Write off / (reversal of write off) of deferred tax assets 134 37 25

Adjustment to prior year (66) (105) –

Income tax for the period 21 526 802
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Reconciliation between standard and effective income tax: 2008 2007 2006

Income before tax (1,061) 3,077 3,971

Income tax calculated using weighted average applicable statutory rates (423) 973 1,272

Difference due to the effects of:

Non-taxable income 2 (261) (247)

Non-tax deductible expenses 42 35 22

Changes in tax rate / base 7 (64) (51)

Different tax rates on overseas earnings 467 38 (34)

Tax credits (82) (89) (122)

Other taxes (85) 34 94

Adjustments to prior years (23) (108) (90)

Origination and change in contingencies (7) (101) (40)

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 (3) 27 (12)

Non-recognition of deferred tax assets 134 38 47

Tax effect of profit / losses from associates (2) (1) (2)

Other (6) 5 (35)

Income tax for the period 21 526 802

 

The weighted average applicable tax rate is 39.9% (2007: 31.6% 

and 2006: 32.0%). The change from 2007 to 2008 is due to a 

change in the profitability of the countries and a change in 

applicable statutory tax rates. The change in the applicable 

statutory tax rates has however a minor effect. The increase of 

the weighted average applicable tax rate compared to 2007 and 

2006 is caused by losses that are taxed at a higher rate than 

the compensating profits. In Spain, the corporate tax rate 

decreased from 32.5% in 2007 to 30% in 2008. In the 

Czech Republic, the corporate tax rate decreased from 24% in 

2007 to 21% in 2008. The rate will decrease to 20% in 2009 

and 19% in 2010. In China, the corporate tax rate decreased 

from 33% in 2007 to 25% in 2008. In the United Kingdom, 

the corporate tax rate decreased from 30% in 2007 to 28% in 

2008. The federal corporate tax rate in Canada will decrease as 

from 2008 to 2012 from 19.5% to 15%.

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 gains in the United States 

are taxed at 35% and losses in Ireland are taxed at 12.5%.

 

Note	45	Ear nings 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 and accrued coupons on 

perpetuals, by the weighted average number of common 

shares, excluding common shares purchased by the company 

and held as treasury shares (refer to note 15). 
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2008 2007 2006

Net income attributable to equity holders (1,082) 2,551 3,169

Dividends on preferred shares (112) (85) (80)

Coupons on perpetuals (189) (175) (143)

Net income / (loss) attributable to common shareholders 
for basic earnings per share calculation (1,383) 2,291 2,946

Weighted average number of common shares (thousands) 1,506,862 1,561,395 1,578,631

Basic earnings per share (EUR per share) (0.92) 1.47 1.87

 

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.

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, because these 

share options were anti-dilutive for the periods presented, 

amounted to 29,178,516 (2007: EUR 8,993,229 and 

2006: 9,151,195). The exercise prices of these share options 

range from EUR 14.98 to EUR 8.93.

 

2008 2007 2006

Net income attributable to equity holders (1,082) 2,551 3,169

Dividends on preferred shares (112) (85) (80)

Coupons on perpetuals (189) (175) (143)

Net income attributable to common shareholders for  
diluted earnings per share calculation (1,383) 2,291 2,946

Weighted average number of common shares (thousands) 1,506,862 1,561,395 1,578,631

Adjustments for:

- Share options (thousands) – 1,182 1,072

Weighted average number of common shares for diluted earnings 
per share calculation (thousands) 1,506,862 1,562,577 1,579,703

Diluted earnings per share (EUR per share) (0.92) 1.47 1.86

 

Note	46	 Dividend per common share  

The dividend per common share paid in 2008 (final 2007 and 

interim 2008) and 2007 (final 2006 and interim 2007) was 

EUR 0.62 and EUR 0.61 respectively. It was decided to forego 

the final dividend for 2008. Consequently, the dividend for 2008 

will total EUR 0.30 per common share, an amount already paid 

out to shareholders as interim dividend in September 2008.  
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Note	47	 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 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 (SOP 03-1 

Accounting and Reporting by Insurance Enterprises for 

Certain Nontraditional Long-Duration Contracts and for 

Separate Accounts) 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 (the accounting policy for these 

guarantees was changed to fair value in 2007) 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). 

 

A) Financial guarantees 

In the United States and 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 at 

management’s discretion.

In the Netherlands, individual variable unit linked products have 

a minimum benefit guarantee if premiums are invested in 

certain funds. The initial guarantee period is 10 years and may 

be reset at the policyholder’s option 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 at 

management’s discretion. 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 following table provides information on the liabilities for 

financial guarantees for minimum benefits:
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2008 2007

Amounts in EUR million
United 
States 1 Canada 1 UK

The 
Nether- 

lands 2 Total 3
United 
States 1 Canada 1 UK

The 
Nether- 

lands 2
 

Total 3 
At January 1 (18) 595 – 377 954 (28) 492 – 275 739

Acquired through business 
combinations – – – – – 13 – – – 13

Incurred guarantee benefits 350 580 28 779 1,737 (5) 75 – 102 172

Paid guarantee benefits – (11) – – (11) – (2) – – (2)

Net exchange differences 18 (136) (5) – (123) 2 30 – – 32

At December 31 350 1,028 23 1,156 2,557 (18) 595 – 377 954

Account value 3,395 1,993 258 5,763 11,409 3,623 3,423 – 6,675 13,721

Net amount at risk 4 1,007 930 23 554 2,514 11 619 – 62 692

Guaranteed minimum accumulation and withdrawal benefits.1	

Fund plan and unit-linked guarantees.2	

Balances are included in the derivatives liabilities on the face of the balance sheet; refer to note 9.3	

The net amount at risk represents the difference between the maximum amount payable under the guarantees and the account value.4	

 

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, 2008, the reinsured account value 

was EUR 4.2 billion (2007: EUR 6.9 billion) and the guaranteed 

remaining balance was EUR 4.6 billion (2007: EUR 4.5 billion).

 

The reinsurance contract is accounted for as a derivative and is 

carried in AEGON’s balance sheet at fair value. At December 31, 

2008, the contract had a value of EUR 442 million (2007: 

EUR 1 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.

 

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.

 

Product balances as of December 31, 2008 were 

EUR 790 million in fixed annuities (2007: EUR 1,000 million) and 

EUR 300 million in life reinsurance (2007: EUR 350 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 

guaranteed minimum death benefit, 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 guaranteed minimum death 

benefit in excess of the capital account balance at the balance 

sheet date.

 

The guaranteed minimum income benefit 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. 

 

The additional liability for guaranteed minimum benefits that 

are not bifurcated are determined (based on SOP 03-1) each 

period by estimating the expected value of benefits in excess of 
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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 following table provides information on the liabilities 

for guarantees that are included in the valuation of the 

host contracts.

 

2008 2007

Amounts in EUR million GMDB 1 GMIB 2 Total 4 GMDB 1 GMIB 2 Total 4

At January 1 188 121 309 117 123 240

Acquired through business combinations – – – 56 1 57

Incurred guarantee benefits 308 306 614 48 16 64

Paid guarantee benefits  (95)  (7) (102)  (29)  (14) (43)

Net exchange differences 8 14 22  (4)  (5) (9)

At December 31 409 434 843 188 121 309

GMDB 1 GMIB 2 Total 3 GMDB 1 GMIB 2 Total 3

Account value 21,177 5,758 26,935 26,646 8,798 35,444 

Net amount at risk 5 8,025 1,934 9,959 1,833 229 2,062 

Average attained age of contractholders 65 64 – 65 63 – 

Guaranteed minimum death benefit in the United States.1	

Guaranteed minimum income benefit in the United States.2	

Note that the variable annuity contracts with guarantees may offer more than one type of guarantee in each contract; therefore, the amounts listed are 3	

not mutually exclusive.
Balances are included in the insurance liabilities on the face of the balance sheet; refer to note 20.4	

The net amount at risk is defined as the present value of the minimum guaranteed annuity payments available to the contract holder determined in 5	

accordance with the terms of the contract in excess of the current account balance.

d) �Life contingent guarantees in 

the Netherlands

The group pension contracts offered by AEGON in 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 in 

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%.

These guarantees are valued at fair value and are included as 

part of insurance liabilities with the underlying host insurance 

contracts in note 20.

The table on the following page provides information on the 

liabilities for guarantees that are included in the valuation of 

the host contracts.
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2008 2007

Amounts in EUR million GMB 1,2 GMB 1,2

At January 1 436 768

Incurred guarantee benefits 1,974 (332)

At December 31 2,410 436

Account value 13,071 13,089

Net amount at risk 3 779 54

Guaranteed minimum benefit in the Netherlands.1	

Balances are included in the insurance liabilities on the face of the balance sheet; refer to note 20.2	

The net amount at risk represents the difference between the maximum amount payable under the guarantees and the account value.3	

 

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 the category ‘Valuation techniques not based 

on observable market data’ 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, such as the 

current London Inter-Bank Offered Rate (LIBOR) forward curve. 

AEGON added 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, 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 that 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, 2008 income before 

tax would have been EUR 255 million higher or lower.

For equity volatility, AEGON uses a term structure with market 

based implied volatility inputs for the first five years. 

Correlations of market returns across underlying indices are 

based on actual observed market returns and their inter-

relationships over a number of years preceding the valuation 

date. The volume of observable option trading from which 

volatilities are implied diminishes markedly after five years, and 

therefore, AEGON uses a volatility curve which grades from 

actual implied volatilities for five years to a long-term forward 

rate of 25%. Certain AEGON subsidiaries previously used a 

single parameter approach for equity volatilities and moved to 

a term structure in 2008. 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. 

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 or 

increase of EUR 100 million, respectively, in 2008 income 

before tax.

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 loss before 

tax of EUR 0.7 billion to operating earnings. This net loss is 

attributable to an increase in the total guarantee reserves of 
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EUR 4.3 billion. The main drivers of this increase are EUR 1.1 billion 

related to a decrease in equity markets, EUR 0.8 billion related 

to increases in equity volatilities and EUR 3.5 billion related to 

decreases in risk free rates offset by EUR 1.2 billion related to 

the increase in the spread of credit risk. Hedges related to these 

guarantee reserves contributed fair value gains of EUR 3.6 billion 

to income before tax. 

 

Note	48	 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 reserve), and targets 25% perpetual capital 

securities (consisting of junior perpetual capital securities and 

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 strong financial 

strength, now and into the future, even after sustaining losses 

from severely adverse business and market conditions. 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 and the 

convertible core capital securities that were issued in 2008 

(see below), was EUR 9,055 million at December 31, 2008, 

compared to EUR 15,151 million at December 31, 2007. 

Shareholders equity decreased by EUR 9,096 million due to 

the change in the revaluation reserve of EUR 6,651 million, a 

net loss of EUR 1,082 million and a number of other effects 

including dividends paid (EUR 660 million).

 

Group equity consists of core capital plus Other Equity 

Securities (see note 17) such as the junior perpetual 

capital securities and the perpetual cumulative capital 

securities as well as other equity reserves. Group equity 

was EUR 13,760 million at December 31, 2008, compared 

to EUR 19,962 million at December 31, 2007.

 

The table that follows reconciles total shareholders’ equity 

to the total capital base:

 

2008 2007

Total shareholders’ equity 6,055 15,151

Convertible core capital securities 3,000 –

Junior perpetual capital securities 4,192 4,192

Perpetual cumulative subordinated bonds 453 567

Share options not yet exercised 54 36

Minority interest 6 16

Trust pass-through securities 161 143

Subordinated borrowings 41 34

Borrowings 5,340 6,021

Borrowings not related to capital funding of insurance activities (5,271) (4,766)

Total Capital Base 14,031 21,394

In the context of the unprecedented market conditions that 

materialized in 2008, AEGON felt it was prudent to reinforce 

the capital buffer to a level substantially in excess of 

AA‑requirements. On December 1, 2008, AEGON secured 

EUR 3 billion of additional core capital from Vereniging AEGON, 

funded by the Dutch State. AEGON issued 750 million non-voting 

convertible core capital securities at EUR 4.00 per security to 

Vereniging AEGON. In turn Vereniging AEGON was funded on 

back-to-back terms and conditions by the Dutch State. The 

securities rank equal to common shares (pari passu), but carry 

no voting rights. Before December 1, 2009, AEGON has the right 

to repurchase 250 million of the securities at a price between 

EUR 4.00 and EUR 4.52 per security, depending on AEGON’s 

share price at the date of the repurchase, and after that date at 

EUR 6.00 per security. AEGON may at any time repurchase the 

remaining 500 million securities at EUR 6.00 per security 

(equivalent to 150% of the original issue price). Alternatively, 

after three years, AEGON may choose to convert these 

securities into common shares on a one-for-one basis. 
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In this situation, the Dutch State may opt for repayment either 

in cash (at the original issue price of EUR 4) or in shares. 

 

AEGON retains full discretion over its policy regarding dividends 

paid on common shares. The coupon on the non-voting 

securities will be paid only if a dividend is also paid to holders 

of common shares. As the holder of the non-voting securities, 

Vereniging AEGON will receive either an annual coupon of 

EUR 0.34 per security or, if higher, an amount linked to the value 

of the dividend paid on AEGON common shares. This amount has 

been fixed at 110% for 2009, rising to 120% for 2010 and 125% 

for 2011 and beyond. The coupon is not tax deductible. 

Borrowings not related to capital funding of insurance activities 

mainly include operational funding of 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 and the United States are of main importance.

 

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 2008, the combined risk based capital ratio of AEGON’s 

life insurance subsidiaries in the United States was approximately 

350% of the CAL RBC and approximately 700% of the ACL RBC.

 

For the insurance and reinsurance undertakings of AEGON in 

the European Union, 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. The Netherlands and the United Kingdom have set 

higher solvency standards, as explained below. 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 2008, AEGON The Netherlands 

solvency capital ratio for the whole group based on IFRS was 

approximately 158%.

 

The Financial Services Authority 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 2008 AEGON UK’s 

aggregate Pillar 1 capital ratio was approximately 200%.

 

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 2,660 million at December 31, 2008. 
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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 821 million (2007: EUR 770 million) 

which are restricted. Included in AEGON N.V.’s legal reserves 

is an amount of EUR 69 million related to OPTAS N.V. which 

represents the increase in statutory reserves since the 

acquisition of OPTAS N.V. by AEGON.

 

Note	49	�Summar y 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. 

 

2008 2007

Trading Designated Trading Designated

Investments for general account 16 5,587 71 7,792

Investments for account of policyholders – 104,269 – 139,876

Derivatives with positive values not designated as hedges 5,435 – 1,008 –

Total financial assets at fair value through profit or loss 5,451 109,856 1,079 147,668

Investment contracts for account of policyholders – 16,829 – 21,671

Derivatives with negative values not designated as hedges 4,018 – 1,382 –

Borrowings – 845 – 980

Total financial liabilities at fair value through profit or loss 4,018 17,674 1,382 22,651

 

Investments for general account 

The Group manages certain portfolios on a total return basis 

which have been designated as 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 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 

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.
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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 on the 

previous page.

2008 2007

Trading Designated Trading Designated

Net gains and losses (651) (27,049) (875) 5,023

 

No loans and receivables were designated as 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). 

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:

 

 

Note	50	 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 2009. 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. 

 
2008 2007

Purchase Sale Purchase Sale

Real estate – –  3  (4)

Mortgage loans 296 – 594 – 

Debt securities 11 –  – (1)

Private loans 569 –  555 –

Other 1,119 –  1,240 (1)

 

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. 

 

Other commitments and contingencies 

 
2008 2007

Guarantees 348 225 

Standby letters of credit 106 103 

Share of contingent liabilities incurred in relation to interests in joint ventures 480 675 

Other guarantees 3 33 

Other commitments and contingent liabilities 44  44 
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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 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, Inc. and Commonwealth General Corporation. 

At December 31, 2008, the letter of credit arrangements 

amounted to EUR 3,544 million; as 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 694 million), as well as payables with 

respect to certain derivative transactions of Transamerica 

Corporation (nominal amount EUR 1,003 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 minimal as at December 31, 2008.

 

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 in the Netherlands. The products involved, include 

securities leasing products and unit-linked products (so called 

‘beleggingsverzekeringen’ including the KoersPlan product). 

AEGON has established adequate 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 and 

regulatory activity by various governmental and enforcement 

authorities concerning certain practices. AEGON subsidiaries 

have received inquiries from local authorities in various 

jurisdictions including the United States, the United Kingdom 

and the Netherlands. 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.

AEGON is involved in a dispute between AEGON N.V., the 

foundation that sold the insurance company OPTAS, and the 

unions and employers in the harbors of Rotterdam and 

Amsterdam on the pensions insured by AEGON’s subsidiary 

OPTAS. This dispute led to litigation on the accuracy of 

AEGON’s financial statements over 2007 further to the 

allegation of the plaintiff (a foundation representing the 

employers and insured employees in the harbors) that the 

equity of OPTAS should not have been consolidated as AEGON’s 

equity and that as a result, the profit of OPTAS should not have 

been reported as being part of AEGON’s consolidated profit. 

Parties expect the judgment in near future after which they 

may appeal from it with the supreme court of the Netherlands.
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2008 2007

Future lease payments
Not later 

than 1 year
1 - 5 

years 
Later than 

5 years 
Not later 

than 1 year
1 - 5 

years 
Later than 

5 years 

Finance lease obligations 3 8 – 1 2  – 

Operating lease obligations 98 305 499 93 305 493

Operating lease rights 38 103 63 35 99 69

 

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 8 million. 

 

The operating lease rights relate to non-cancelable commercial 

property leases. 

 

Note	51	�S ecurities 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 2008 2007

Available-for-sale 6,618 13,804

Loans – 1,236

Financial assets at fair value through profit or loss 39 113

Total 6,657 15,153

Financial assets for account of policyholders 947 9,214

 

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. 

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 the security lending and repurchase 

activities amount to EUR 139 million (2007: EUR 212 million). 

Assets accepted

AEGON receives collateral related to securities lending and 

reverse repurchase activities. Non-cash collateral is not 

recognized in the balance sheet. 

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 or repurchase agreement. Cash 

collateral is usually invested in pre-designated high quality 

investment strategies. The sum of cash and non-cash collateral 

is typically greater than the market value of the related 

securities loaned.

The following table analyses the fair value of the collateral 

received in relation to securities lending and (reverse) 

repurchase activities:

 

2008 2007

Cash collateral

- Securities lending 3,577 8,280

- Repurchase agreements 3,929 14

Non-cash collateral 436 9,648

Total 7,942 17,942

Non-cash collateral that can be sold or repledged in the absence of default 259 9,648

Non-cash collateral that has been sold or transferred – –
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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.

 

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. 

 

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. 

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 9,034 million (2007: EUR 3,723 million) 

financial assets as collateral for general account liabilities and 

contingent liabilities. None (2007: none) of the financial assets 

pledged can be sold or repledged by the counterparty.

EUR 56 million of the financial assets and other assets were 

pledged as collateral for liabilities and contingent liabilities for 

account of policyholders in 2008 (2007: none).

Non-cash financial assets that are borrowed or purchased under 

agreement to resell are not recognized in the balance sheet. 

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. 

AEGON has pledged EUR 128 million (2007: EUR 333 million) 

cash collateral on securities borrowed and derivative 

transactions and EUR 8 million (2007: EUR 66 million) on 

reverse repurchase agreements, refer to note 13.2.

 

Note	52	Bu siness combinations  

Acquisitions 

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. 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. 

On October 1, 2008, AEGON signed an agreement to acquire  

a 50% interest in Mongeral SA Seguros e Previdência (Brazil). 

The transaction is expected to close by the end of the first 

quarter of 2009, subject to approval from Brazil’s regulatory 

authorities. The total consideration to be paid up front will 

amount to EUR 44 million. Based on the performance of the 

company, AEGON may pay a maximum additional consideration 

to the company of EUR 11 million.

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. 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 Şirketi. The total purchase price 

amounted to EUR 34 million. Since the acquisition date, the 

company has attributed EUR (3) million (loss) to net income.  

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. 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. 
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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 businesses.

 

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. 

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 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.

 

In December 2007, AEGON USA acquired 100% of the shares of 

Merrill Lynch Life Insurance Company and ML Life Insurance 

Company of New York, companies that sell non-participation life 

insurance and annuity products such as variable life insurance, 

variable annuities, market value adjusted annuities and 

immediate annuities. The total purchase price amounted to 

EUR 849 million cash consideration. The opening balance sheet 

of the acquired business was recorded provisionally at 

December 31, 2007, as the acquisition occurred within a few 

days of year end. The provisionally determined opening balance 

sheet includes total assets of EUR 10.8 billion, including 

EUR 8.3  billion separate account assets, EUR 1.8 billion general 

account investments and EUR 149 million cash and cash 

equivalents. Total liabilities are EUR 9.9 billion and comprise 

separate account liabilities of EUR 8.3 billion and insurance 

contract liabilities of EUR 1.7 billion. Goodwill amounted to 

EUR 111 million reflecting the expected profitability of new 

business. The carrying amount of the assets and liabilities of 

the acquired companies amounted to EUR 10.8 billion and 

EUR 9.9 billion respectively. As the acquisition was completed at 

the end of December 2007, the net income of the acquired 

operations was not material to the AEGON’s consolidated net 

income. Had the acquisition taken place on 1 January 2007, 

the contribution of these companies to the Group’s net income 

is estimated at EUR 75 million; contribution to revenues would 

have been approximately EUR 271 million.

 

In June 2007, AEGON acquired OPTAS N.V., a Dutch life 

insurance company specializing in employee benefit products 

and services within the Dutch group pension market for 

EUR 1.5 billion OPTAS N.V., the successor of Stichting 

Pensioenfonds voor de Vervoer- en Havenbedrijven (a pension 

fund for companies active in the transport and port industries), 

was converted into a public company in 1997. At the end of 

2006, OPTAS had 60,000 policyholders and reported total 

gross written premiums of EUR 86 million, with total assets of 

EUR 4.5 billion. Assets held as investment amounted to 

EUR 3.4 billion, the insurance liabilities were EUR 2.9 billion. 

 

A portion of the shareholders’ equity of OPTAS is subject to 

restrictions as set out in the articles of association of the 

company. These restrictions assure continued fulfillment of 

existing policy obligations and will remain in force after the 

acquisition. OPTAS has contributed EUR 11 million to AEGON’s 

income before tax in 2007. Had the acquisition taken place on 

January 1, 2007, OPTAS’ contribution to the Group’s net income 

is estimated at EUR 22 million, contribution to revenues would 

have been approximately EUR 251 million.

 

In March 2007, AEGON USA completed the acquisition of 100% 

of the shares of Clark Inc., a public company specializing in the 

sale of corporate-owned life insurance, bank-owned life 

insurance and other benefit programs. The total purchase price 

was EUR 263 million, consisting of EUR 207 million cash 

consideration, EUR 36 million of Clark debt assumed by AEGON 

and EUR 20 million cost basis of Clark common stock already 

owned by AEGON and transaction costs. Since the acquisition 

date, Clark has contributed EUR 4.6 million to the net income of 

AEGON. If the acquisition had taken place as of January 1, 2007, 

Clark should have contributed an amount of EUR 90 million to 

total revenues and EUR 4.7 million to net income of AEGON 

USA. AEGON has disposed operations for an amount of 

EUR 42 million regarding Clark business, not considered to be 

core to AEGON, to Clark’s former management after the 

acquisition. As a result of the acquisition, assets and liabilities 

were recognized for EUR 549 million and EUR 325 million 

respectively, which included a cash position of EUR 14 million. 

Goodwill was recognized for an amount of EUR 84 million, 

reflecting the future commission revenue from inforce 

contracts. In addition an intangible asset was established for 

the present value of future commission receivables in the 

amount of EUR 365 million. 
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In March 2007, AEGON has completed the acquisition of the 

Polish pension fund management company PTE Ergo Hestia 

S.A. The company was renamed to PTE AEGON Poland. The cost 

of the acquisition amounted to EUR 72 million, which was paid 

in cash. Since the acquisition date, the company has contributed 

EUR 2 million to net income. If the acquisition had been as of 

January 1, 2007, contribution to net income and total revenues 

would amount to respectively EUR 3 million and EUR 12 million. 

Assets of EUR 81 million and liabilities of EUR 9 million were 

recognized due to the acquisition. Goodwill amounting to 

EUR 23 million reflects the future new business to be generated 

and potential synergies with existing businesses.

 

In September 2006, AEGON The Netherlands acquired the 

remaining 55% of the Unirobe shares. The distribution activities 

of the Dutch operations are placed under the Unirobe Meeùs 

Groep. No operations have been disposed off as a result of the 

combination. The cost of acquiring the remaining 55% of the 

shares was EUR 59 million, which was paid in cash. In total an 

amount of EUR 96 million was paid to acquire the 100% interest. 

At the acquisition date assets and liabilities were recognized for 

EUR 186 million and EUR 134 million respectively which included 

a cash position of EUR 0 million. Since the acquisition date, 

Unirobe has contributed EUR 5 million to the net income of 

AEGON in 2006. The acquisition resulted in the recognition of 

EUR 49 million goodwill, of which EUR 18 million had previously 

been included in the measurement of the interest held in Unirobe 

as an associate. Goodwill reflects the commission income that is 

expected to be generated by Unirobe in future years.

Disposals

During 2006 AEGON sold its interest in Scottish Equitable 

International S.A. for EUR 29 million, together with an earn-out 

arrangement. The cash and cash equivalents held at the end of 

March by Scottish Equitable International S.A. prior to the sale 

was EUR 20 million. The acquiring company, La Mondiale 

Participations S.A., is a 35% associate of AEGON. 35% of the 

gain on the sale was eliminated on consolidation.

 

Note	53	 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)��

Commonwealth General Corporation, Wilmington, Delaware ��

(United States)

Merrill Lynch Life Insurance Company, Little Rock, Arkansas ��

(United States) 

ML 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 Corporation, Wilmington, Delaware ��

(United States)

Transamerica Financial Life Insurance Company, Inc., ��

Purchase, New York (United States)

Transamerica Life Canada, Toronto, Ontario (Canada)��

Transamerica Life Insurance Company, Cedar Rapids, Iowa ��

(United States)

Western Reserve Life Assurance Co. of Ohio, Columbus, Ohio ��

(United States)

Transamerica Life International Ltd, Hamilton (Bermuda)��

Transamerica International Re Ltd, Hamilton (Bermuda) ��

Transamerica International Reinsurance Ireland Ltd, Dublin ��

(Ireland)

AEGON Global Institutional markets Plc, Dublin (Ireland)��

AEGON Financial Assurance Ireland Ltd, Dublin (Ireland)��

 

The Netherlands 

AEGON Bank N.V., Utrecht ��

AEGON International B.V., The Hague ��

AEGON Derivatives N.V., The Hague ��

AEGON Investment Management B.V., The Hague ��

AEGON Levensverzekering N.V., The Hague ��

AEGON NabestaandenZorg N.V., Groningen ��

AEGON Nederland N.V., The Hague ��

AEGON Schadeverzekering N.V., The Hague ��

AEGON Spaarkas N.V., The Hague ��

AEGON Vastgoed Holding B.V., The Hague ��

OPTAS Pensioenen N.V., Rotterdam ��

TKP Pensioen B.V., Groningen ��

Unirobe Meeùs Groep B.V., The Hague ��

 

United Kingdom 

AEGON Asset Management UK plc, London ��

AEGON UK Distribution Holdings Ltd., London ��

AEGON UK plc, London ��

Guardian Assurance plc, Lytham St Annes ��
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Guardian Linked Life Assurance Limited, Lytham St Annes ��

Guardian Pensions Management Limited, Lytham St Annes ��

HS Administrative Services Limited, Chester ��

Scottish Equitable International Holdings plc, London ��

Scottish Equitable plc, Edinburgh ��

 

Other countries 

AEGON España S.A., Madrid (Spain) (99.98%)��

AEGON Life Insurance (Taiwan) Inc., Taipei (Taiwan)��

AEGON Magyarország Általános Biztosító Zrt., Budapest ��

(Hungary)

AEGON Pension Fund Management Company Slovakia, ��

Bratislava (Slovakia)

AEGON Pojistóvna a.s., Prague (Czech Republic)��

AEGON Towarzystwo Ubezpieczen na Zycie S.A., Warsaw ��

(Poland)

AEGON Emeklilik, Ankara (Turkey)��

 

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 

 

Other countries 

AEGON-CNOOC Life Insurance Company Ltd, Shanghai ��

(China), life insurance company (50%)

Caja Badajoz Vida y Pensiones, Sociedad Anónima de ��

Seguros, Badajoz (Spain), life and accident insurance and 

pension company (50%)

CAN Vida y Pensiones, Sociedad Anónima de Seguros, ��

Pamplona (Spain), life insurance and pension company (50%) 

Caja Cantabria Vida y Pensiones, Sociedad Anónima de ��

Seguros, Santander (Spain), life insurance company (50%)

Caixa Terrassa Vida y Pensiones, Sociedad Anónima de ��

Seguros, Terrassa (Spain) life and accident insurance and 

pension company (50%)

AEGON Industrial Fund Management Co., Ltd, Shanghai ��

(China) (49%)

BT AEGON Fond de Pensii, S.A., Cluj (Romania) (50%)��

Religare AEGON Asset Management Company, Mumbai ��

(India) (50%)

 

Summarized financial information of 

joint ventures for 2008 accounted for 

using proportionate consolidation: 

 

Current 
assets

Long-term 
assets

Current 
liabilities

Long-term 
liabilities Income Expenses

AMVEST 72 1,122 10 741 53 29

AEGON-CNOOC 28 124 8 129 63 75

Caja Badajoz Vida y Pensiones 6 86 12 76 34 32

CAN Vida y Pensiones 11 583 8 504 179 171

Caja Cantabria Vida y Pensiones 5 72 – 49 2 2

Caixa Terrassa Vida y Pensiones 43 810 9 656 22 21

AEGON Industrial Fund Management 15 18 4 – 18 9

Total 180 2,815 51 2,155 371 339

 

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%) 

 

United Kingdom 

Tenet Group Limited, Leeds (19.6%) ��

 

Other countries 

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%)��
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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, in exchange for management fees. 

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	54	 Related party transactions 

Related party transactions for the period under review include 

transactions between AEGON N.V. and Vereniging AEGON.

On December 1, 2008, AEGON secured EUR 3 billion of 

convertible core capital securities from the Vereniging AEGON. 

Refer to note 16 for further details.

On July 23, 2007, and September 17, 2007, Vereniging AEGON 

exercised its option rights to purchase 2,690,000, respectively 

3,190,000 class B preferred shares at par value to correct 

dilution caused by AEGON’s stock dividend issuances and 

treasury stock sales during the year.

On November 24, 2006, Vereniging AEGON exercised its option 

rights to purchase in aggregate 5,440,000 class B preferred 

shares at par value to correct dilution caused by AEGON’s stock 

dividend issuances during the year. 

On December 21, 2006, Vereniging AEGON sold at intrinsic 

value and transferred to AEGON International N.V. all shares of 

its subsidiary company Albidus B.V. for an immaterial amount.

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.

In 2008, the Management Board has been extended with the 

CEO for Central and Eastern Europe. The Management Board 

is now formed by members of the Executive Board, and the 

CEO’s of AEGON USA, AEGON The Netherlands, AEGON UK and 

AEGON Central and Eastern Europe. The total remuneration 

for the members of the Management Board over 2008 was 

EUR 16.6 million (2007: EUR 15.6 million), consisting of 

EUR 5.3 million (2007: EUR 5.7 million) salary and other short 

term benefits, EUR 4.8 million (2007: EUR 7.1 million) cash 

performance payments, EUR 1.2 million (2007: EUR 1.3 million) 

pension premiums, EUR 1.0 million (2007: EUR 0.8 million) 

share-based payments, EUR 0.6 million (2007: EUR 0.7 million) 

other long-term benefits. Remuneration of Mr. Van der Werf 

who stepped down as CEO of AEGON the Netherlands at the 

beginning of 2008 amounted to EUR 3.7 million and included 

salary, pension premiums, compensation for entitlements to 

incentive plans and severance. Additional information on the 

remuneration and share-based compensation of members of 

the Executive Board and the Supervisory Board are disclosed in 

the sections on the following pages. 
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Remuneration of active and retired members 
of the Executive Board 
Amounts in EUR thousands

Short-term 
periodic payments

Performance 
 related

Salary Other 3 Cash 4 Shares 5
Pension 

premiums Total
2008

Alexander R. Wynaendts 865 14 301 175 220 1,575

Joseph B.M. Streppel 763 15 238 207 195 1,418

Donald J. Shepard 244 1 1,157 3,161 396 115 5,073

Total 1,872 1,186 3,700 778 530 8,066

2007

Donald J. Shepard 731 1 1,545 4,292 252 256 7,076

Joseph B.M. Streppel 721 2 14 542 194 184 1,655

Alexander R. Wynaendts 676 2 14 717 137 172 1,716

Total 2,128 1,573  5,551 583 612 10,447

2006

Donald J. Shepard 796 1 1,219 4,059 – 277 6,351

Joseph B.M. Streppel 679 2 16  475 – 220 1,390

Alexander R. Wynaendts 575 2 164  602 – 186 1,527

Johan G. van der Werf 575 2 13  697 – 186 1,471

Total 2,625 1,412  5,833 – 869 10,739

Mr. Shepard earned an annual base salary of USD 1 million. He retired as CEO and Chairman of AEGON’s Executive Board in April 2008. His 2008 salary 1	

covers only the first four months of the year. 
2006 and 2007 salaries for Messrs. Wynaendts, Streppel and Van der Werf included customary Dutch employee benefits for profit sharing and tax 2	

deferred savings scheme.
Other periodic payments are additional remuneration elements, including social security contributions borne by the Group. For Mr. Shepard, the Group 3	

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. For Mr. Wynaendts, the amount in 2006 also includes compensation for relocation and cost of living related to his 
temporary secondment to AEGON USA.
2008 performance related cash benefits are in respect of the 2007 STI plans under the Remuneration Policy for Executive Board members, approved by 4	

the shareholders in April 2007. In accordance with the provisions of the Short-term Incentive (STI) Plan for the years 2005 and 2006, it was established 
that the value of new business of the Group and of the relevant country units for those years was positive. Accordingly, operating earnings were 
calculated and established per area of responsibility. After adoption of the 2005 and 2006 annual accounts by the shareholders, the disclosed STI cash 
bonuses for the years 2005 and 2006 were paid in 2006 and 2007 respectively. In addition to the STI plan, Mr. Shepard was entitled to a short-term 
incentive bonus 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. Similarly the amounts included in the table for the years 2006 and 2007 
are based on the net income of 2005 and 2006 respectively. 
In accordance with the terms of the 2005 LTI plan, the Executive Board received bonus shares in April 2008. The number of shares for each member 5	

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. In accordance with the elections made by the Executive Board members under the terms of the 2003 STI plan, the Executive Board received 
bonus shares in April 2007. The number of bonus shares varied from 0 to 100% of the number of shares paid in 2003, calculated through performance 
based matching, on the basis of earnings per share growth over inflation over the years 2004, 2005 and 2006. The number of shares for each member 
was: Mr. Shepard 16,143; Mr. Streppel 12,409; and Mr. Wynaendts 8,771. These have been converted using the share price of EUR 15.61 at April 25, 2007.

 

Members of the Executive Board are not entitled to performance 

related remuneration related to the financial year 2008 based 

on the remuneration policy as approved by the General Meeting 

of Shareholders.  
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The two tables below show the number of shares and options 

conditionally granted based on LTI plans related to financial 

years prior to 2008. 

 

 

Total overview of conditionally  
granted shares

Grant  
date

Number of 
shares per 
January 1, 

2008

Number 
of shares 

granted in 
2008

Number 
of shares 
vested in 

2008

Number 
of shares 
expired / 

forfeited in 
2008

Number of 
shares per 
December 

31, 2008
Reference 

period

Alexander R. Wynaendts 22-Apr-05 17,066 17,066 – 2005 – 2007

26-Apr-06 11,769 11,769 1 2006 – 2008

24-Apr-08 18,506 18,506 2007

Joseph B.M. Streppel 22-Apr-05 20,169 20,169 – 2005 – 2007

26-Apr-06 13,909 13,909 1 2006 – 2008

24-Apr-08 16,278 16,278 2007

Donald J. Shepard 22-Apr-05 38,542 38,542 – 2005 – 2007

26-Apr-06 26,213 26,213 1 2006 – 2008

24-Apr-08 50,092 50,092 2007

These shares will vest in 2009 at 75%.1	

 

Total overview  
of conditionally 
granted options Grant date

Number of 
options per 

January 1, 
2008

Number 
of options 
granted in 

2008

Number 
of options 
vested in 

2008

Number 
of options 

expired / 
forfeited in 

2008

Number of 
options per 

December 
31, 2008

Exercise 
price

Reference 
period

Alexander R. Wynaendts 22-Apr-05 34,132 34,132 – 9.91 2005 – 2007

26-Apr-06 67,789 67,789 1 14.55 2006 – 2008

Joseph B.M. Streppel 22-Apr-05 40,338 40,338 – 9.91 2005 – 2007

26-Apr-06 80,115 80,115 1 14.55 2006 – 2008

Donald J. Shepard 22-Apr-05 77,084 77,084 – 9.91 2005 – 2007

26-Apr-06 150,989 150,989 1 14.55 2006 – 2008

These options will vest in 2009 at 75%.1	

 

The numbers of shares and options conditionally granted were 

based on the closing price on the day of the grant. This is also 

the exercise price of the options. The fair value information on 

the conditionally granted shares will be provided in the year 

when these vest and on the options when these will be exercised.
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Share options and share appreciation rights and interests in AEGON N.V.  
held by active members of the Executive Board

Grant 
date

Number 
of rights / 

options 
per 

January 1, 
2008

Number 
of rights /

options 
vested in 

2008

Number 
of rights /

options 
exercised 

in 2008

Number 
of rights /

options 
expired / 
forfeited 
in 2008

Number 
of rights /

options 
per Dec. 
31, 2008

Number of 
exercisable 

rights / 
options

Exercise
price
EUR

Shares 
held in 

AEGON at 
Dec. 31, 

2008

Alexander R. 
Wynaendts

10-Mar-02 40,000 1 40,000 40,000 26.70

10-Mar-03 50,000 1 50,000 50,000 6.30

16-Mar-04 50,000 50,000 50,000 10.56

22-Apr-05 34,132 34,132 34,132 9.91 35,383

Joseph B.M. 
Streppel

10-Mar-02 50,000 50,000 50,000 26.70

16-Mar-04 50,000 50,000 50,000 10.56

22-Apr-05 40,338 40,338 40,338 9.91 46,173

The share appreciation rights were granted before becoming a member of the Executive Board. 1	

 

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, the following members of the Executive 

Board had loans with AEGON or any AEGON related company: 

Mr. Streppel continued a 5% mortgage loan of EUR 608,934 at 

unchanged terms; and Mr. Wynaendts had four mortgage 

loans totaling to EUR 1,485,292, with interest rates of 4.1%, 

4.3%, 4.4% and 5.4%, of which two commenced in 2008. 

In accordance with the terms of the contracts, no principal 

repayments were received on the loans in 2008. 

 

 
Remuneration of active and retired members of the Supervisory Board 
In EUR 2008 2007 2006

Dudley G. Eustace 77,000 84,500 79,000

Irving W. Bailey, II 85,203 68,750 56,669

Antony Burgmans (as of April 25, 2007) 63,000 39,718 –

Cecelia Kempler (as of April 23, 2008) 45,673 – –

Shemaya Levy 72,000 59,000 65,000

Karla M.H. Peijs (as of April 25, 2007) 50,417 30,718 –

Robert J. Routs (as of April 23, 2008) 40,673 – –

Willem F.C. Stevens 73,000 71,750 73,000

Kornelis J. Storm 45,942 47,500 46,250

Ben van der Veer (as of October 1, 2008) 18,000 – –

Dirk P.M. Verbeek (as of April 23, 2008) 33,481 – –

Leo M. van Wijk 51,185 48,750 47,500

Total for active members 655,574 450,686 367,419

René Dahan (up to April 23, 2008) 18,900 64,500 59,500

O. John Olcay (up to April 23, 2008) 22,054 66,250 65,000

Toni Rembe (up to April 23, 2008) 18,137 57,000 60,000

Peter R. Voser (up to April 25, 2006) – – 15,138

Clifford Sobel (from April 25, 2006 up to July 17, 2006) – – 9,231

Total 714,665 638,436 576,288
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Starting January 1, 2005, a three-components structure has 

been introduced for the remuneration of the Supervisory Board:

A base fee for membership of the Supervisory Board;��

An additional fee for membership of a Committee; and��

An attendance fee for face-to-face Committee meetings. ��

Members of the Supervisory Board do not have any share 

options or share appreciation rights in AEGON N.V. at 

December  31, 2008.

Common shares held by Supervisory Board members 
Shares held in AEGON at December 31 2008 2007 2006

Irving W. Bailey, II 29,759 29,759 29,759

Cecelia Kempler (as of April 23, 2008) 15,968 n.a. n.a.

Karla M.H. Peijs (as of April 25, 2007) 1,400 900 n.a.

Kornelis J. Storm 226,479 276,479 276,479

Ben van der Veer (as of October 1, 2008) 1,407 n.a. n.a.

Total 275,013 307,138 306,238

 

Shares held by Supervisory Board members are only disclosed 

for the period they have been part of the Supervisory Board.

Note	55	�Ev ents after the balance sheet date  

On January 7, 2009, AEGON announced that it has agreed to 

acquire Banca Transilvania’s 50% shareholding in BT AEGON, 

the two companies’ jointly-owned Romanian pension business. 

AEGON will pay approximately EUR 11 million for the stake, 

which will give AEGON full control of the pension business. 

AEGON and Banca Transilvania (BT) will remain partners. 

As part of the transaction, the two companies will sign a 

distribution agreement covering both life insurance and pension 

products. The transaction is expected to close in the second 

quarter of 2009, subject to prior regulatory approval.

On January 13, 2009, AEGON announced that the Supervisory 

Board of AEGON N.V. will propose Jan Nooitgedagt to succeed 

Joseph B.M. Streppel as Chief Financial Officer and a member 

of the Executive Board, effective April 22, 2009 at AEGON’s 

annual General Meeting of Shareholders. Mr. Streppel, who 

has served as CFO since 1998 and a member of the 

Executive Board since 2000, will step down from AEGON 

at the next annual General Meeting of Shareholders in line 

In 2008, an amount of EUR 7,000 has been paid to Mr. Docters 

van Leeuwen, the proposed member of the Supervisory Board, 

whose appointment will be submitted for approval at 

the General Meeting of shareholders on April 22, 2009. 

Not included in the table on the previous page is a premium 

for state health insurance paid on behalf of Dutch Supervisory 

Board members.

 

 

with AEGON’s retirement policy for Executive Board members. 

Mr. Nooitgedagt, age 55 and a Dutch national, is retired 

Chairman of the Board of the Dutch and Belgian firms of 

Ernst & Young, the international organization for assurance, 

tax, transaction and advisory services. 

 

The Hague, March 11, 2009 

 

Supervisory Board	 Executive Board 

Dudley G. Eustace	 Alexander R. Wynaendts  

Irving W. Bailey, II 	 Joseph B.M. Streppel  

Antony Burgmans  

Cecelia Kempler

Shemaya Levy	

Karla M.H. Peijs

Robert J. Routs

Willem F.C. Stevens	 

Kornelis J. Storm 

Ben van der Veer 

Dirk P.M. Verbeek	 

Leo M. van Wijk 
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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 for the year 2008 (as set out on pages 84 to 218) 

which are part of the financial statements of AEGON N.V., The 

Hague, which comprise the consolidated balance sheet as at 

December 31, 2008, the consolidated income statement, 

statement of changes in equity and cash flow statement for the 

year then ended and a summary of significant accounting 

policies and other explanatory notes.

 

Management’s responsibility  

Management of the company is responsible for the preparation 

and fair presentation of the consolidated financial statements in 

accordance with International Financial Reporting Standards as 

adopted by the European Union, with International Financial 

Reporting Standards as issued by the International Accounting 

Standards Board and with Part 9 of Book 2 of the Netherlands 

Civil Code, and for the preparation of the Report of the 

Executive Board in accordance with Part 9 of Book 2 of the 

Netherlands Civil Code. This responsibility includes: designing, 

implementing and maintaining internal control relevant to the 

preparation and fair presentation of the consolidated financial 

statements that are free from material misstatement, whether 

due to fraud or error; selecting and applying appropriate 

accounting policies; and making accounting estimates that are 

reasonable in the circumstances. 

 

Auditor’s responsibility 

Our responsibility is to express an opinion on the consolidated 

financial statements based on our audit. We conducted our 

audit in accordance with Dutch law. This law requires that we 

comply with ethical requirements and plan and perform the 

audit to obtain reasonable assurance whether the consolidated 

financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit 

evidence 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. 

 

Opinion 

In our opinion, the consolidated financial statements give a 

true and fair view of the financial position of AEGON N.V. as at 

December 31, 2008, and of its result and its cash flows for the 

year then ended in accordance with International Financial 

Reporting Standards as adopted by the European Union, with 

International Financial Reporting Standards as issued by the 

International Accounting Standards Board and with Part 9 of 

Book 2 of the Netherlands Civil Code. 

 

Report on other legal and regulatory 

requirements 

Pursuant to the legal requirement under 2:393 sub 5 part f 

of the Netherlands Civil Code, we report, to the extent of 

our competence, that the Report of the Executive Board is 

consistent with the consolidated financial statements as 

required by 2:391 sub 4 of the Netherlands Civil Code. 

 

 

 

The Hague, March 11, 2009 

for Ernst & Young Accountants LLP 

 

 

 

 

was signed by A.F.J. van Overmeire 
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Balance sheet of AEGON N.V. as at December 31

Before profit appropriation, amounts in EUR million Note 2008 2007

Assets

Investments

Shares in group companies 3 6,303 15,258

Loans to group companies 4 6,204 6,927

12,507 22,185

Receivables

Receivables from group companies 5 4,105 3,446

Other receivables 5 59 13

4,164 3,459

Other assets

Cash and cash equivalents 3,583 741

Deferred tax assets – 383

Other 6 599 182

4,182 1,306

Prepayments and accrued income

Accrued interest and rent 85 181

Total assets 20,938 27,131

Equity

Shareholders’ equity

Share capital 7 251 258

Paid-in surplus 8 7,096 7,101

Revaluation account 8 (6,919) (120)

Legal reserves 8 (1,765) (2,041)

Retained earnings 8 8,474 7,402

Net income / (loss) 8 (1,082) 2,551

6,055 15,151

Convertible core capital securities 9 3,000 –

Other equity instruments 10 4,699 4,795

Total equity 13,754 19,946

Subordinated borrowings 34 34

Long-term borrowings 11 1,288 2,426

Short-term borrowings 12 1,441 1,041

Current liabilities 13

Loans from group companies 1,411 314

Payables to group companies 2,294 2,777

Deferred tax liability 55 –

Other 425 459

4,185 3,550

Accruals and deferred income 236 134

Total equity and liabilities 20,938 27,131
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Income statement of AEGON N.V. for the year ended December 31

Amounts in EUR million 2008 2007 2006

Net income / (loss) group companies (1,337) 2,313 2,935

Other income 255 238 234

Net income / (loss) (1,082) 2,551 3,169
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Notes to the financial statements of AEGON N.V.
Amounts in EUR million, unless otherwise stated

Note	1	 General information

AEGON N.V., incorporated and domiciled in the Netherlands, is a 

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, London, and Tokyo.

AEGON N.V. and its subsidiaries and joint ventures (AEGON or 

‘the Group’) have life insurance and pensions operations in over 

ten 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 in a number of these countries. The largest 

operations are in the United States. Headquarters are located in 

The Hague, the Netherlands. The Group employs approximately 

31,500 people worldwide.

Note	2	� Summary of significant accounting 

policies

 

Note	2.1	Ba sis 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	 Changes in reporting presentation

As of January 1, 2008, legal reserves are presented on the face 

of the balance sheet as a separate item within shareholders’ 

equity. Legal reserves contain the Foreign Currency Translation 

Reserve (FCTR) and Other legal reserves. The comparable 

numbers have been reclassified accordingly. As of January 1, 

2008, AEGON’s treasury shares are included in Retained 

earnings instead of in the Paid-in surplus line item. In the 

statement of changes in equity a reclassification has been 

included to show the impact.

Note	2.3	� Translation of foreign currency 

transactions

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 denominated 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	2.4	 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	2.5	  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 84 and following.

Note	2.6 	 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	2.7 	 Cash and cash equivalents

Cash comprises cash at banks and in-hand. Cash equivalents 

are short-term highly liquid investments 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 commitments.

Note	2.8 	 Other assets

Other assets include fixed assets, derivatives with positive 

fair values, other receivables and prepaid expenses. Other 

receivables are recognized at fair value when due and are 

subsequently measured at amortized cost.
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Note	2.9	Impa irment 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 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	2.10	E quity

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 the issuer and 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 or repaid at the discretion of AEGON, and coupon 

payments are payable only if AEGON pays dividend on ordinary 

shares. Both the perpetual and convertible core capital 

securities are classified as equity rather than debt, are 

measured at par. 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-sale 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 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 of AEGON N.V. 

reacquired by the Group and are deducted from equity 

(Retained earnings) regardless of the objective of the 

transaction. No gain or loss is recognized on the purchase, sale, 

issue or cancellation of the instruments. The consideration paid 

or received is recognized directly in equity. All treasury shares 

are eliminated in the calculation of earnings per common share 

and dividend per common share.

Note	2.11	�Su bordinated borrowings and 

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. 

Subordinated loans 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. The liability is 

derecognized when the company’s obligation under the 

contract expires or is discharged or cancelled.

Note	2.12	 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.

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 booked to the income 

statement as an interest expense. 

Note	2.13	 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.
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Note	2.14 	Ev ents 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. 

 

Note	3	 Shares in group companies  

 
2008 2007

At January 1 15,258 17,556

Capital contribution and acquisitions – 292

Divestitures (305) –

Dividend paid (446) (1,488)

Net income / (loss) for the financial year (1,337) 2,313

Revaluations (6,867) (3,415)

At December 31 6,303 15,258

 

For a list of names and locations of the most important group 

companies, refer to note 53 of the consolidated financial 

statements of the Group, page 212-213. 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.

 

Note	4	 Loans to group companies  

 
Loans to group companies – long-term 2008 2007

At January 1 3,655 4,560

Additions / repayments (2,662) (675)

Other changes (52) (230)

At December 31 941 3,655

 
Loans to group companies – short-term 2008 2007

At January 1 3,272 2,757

Additions / repayments 1,771 615

Other changes 220 (100)

At December 31 5,263 3,272

Total 6,204 6,927

 

Note	5	 Receivables  

Receivables from group companies and other receivables 

have a maturity of less than one year.

 

Note	6	 Other assets  

Other assets include derivatives with positive fair values 

of EUR 599 million (2007: EUR 180 million).  
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Note	7	 Share capital  

 
Issued and outstanding 2008 2007

Common shares 189 196

Preferred shares A 53 53

Preferred shares B 9 9

Total share capital 251 258

 
Authorized 2008 2007

Common shares 360 360

Preferred shares A 125 125

Preferred shares B 125 125

610 610

 
Par value in cents per share 2008 2007

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 47 of 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. 

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. 
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The following table shows the movement during the year in the 

number of common shares:

 
Number of common shares 2008 2007

At January 1 1,636,544,530 1,622,927,058

Withdrawal (99,769,902) (11,600,000)

Share dividend 41,452,511 25,217,472

At December 31 1,578,227,139 1,636,544,530

 

The weighted average number of EUR 0.12 common shares for 

2008 was 1,506,861,993 (2007: 1,561,394,680). 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.

 

Share appreciation rights and share options  

For detailed information on share appreciation rights and 

share options granted to senior executives and other 

AEGON employees, refer to note 40 to the consolidated 

financial statements of the Group, page 192.

 

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 

on page 215-218 of the consolidated financial statements of 

the Group.
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Note	8	 Shareholders’ equity  

 

Share 
capital

Paid-in-
surplus

Revalation 
account

Legal 
reserves 

FCTR

Other 
legal 

reserves
Retained 
earnings

Treasury 
shares

Net 
income / 

(loss) Total

At January 1, 2007 255 6,317 2,059 (565) 27 7,343  – 3,169 18,605

Reclassification  – 787  –  –  –  – (787)  –  – 

Net income 2006 retained  –  –  –  –  – 3,169  – (3,169)  – 

Net income 2007  –  –  –  –  –  –  – 2,551 2,551

Total net income  –  –  –  –  – 3,169  – (618) 2,551

Changes in foreign currency 
translation reserve  –  –  – (1,445)  –  –  –  – (1,445)

Changes in revaluation subsidiaries  –  – (2,164)  –  –  –  –  – (2,164)

Transfer to legal reserve  –  – (15)  – (58) 15  –  – (58)

Other  –  –  –  –  – (31)  –  – (31)

Other comprehensive income / (loss)  –  – (2,179) (1,445) (58) (16)  –  – (3,698)

Dividend common shares  –  –  –  –  – (583)  –  – (583)

Dividend preferred shares  –  –  –  –  – (85)  –  – (85)

Share dividend 3 (3)  –  –  –  –  –  –  – 

Issuance of shares 2  –  –  –  –  –  –  – 2

Repurchased and sold own shares  –  –  –  –  –  – (1,438)  – (1,438)

Withdrawal of treasury shares (2)  –  –  –  – (170) 172  –  – 

Coupons on perpetuals, net of tax  –  –  –  –  – (175)  –  – (175)

Other  –  –  –  –  – (28)  –  – (28)

Changes in equity from relation 
with shareholders 3 (3)  –  –  – (1,041) (1,266)  – (2,307)

At December 31, 2007 258 7,101 (120) (2,010) (31) 9,455 (2,053) 2,551 15,151

At January 1, 2008 258 7,101 (120) (2,010) (31) 9,455 (2,053) 2,551 15,151

Net income 2007 retained  –  –  –  –  – 2,551  – (2,551)  – 

Net loss 2008  –  –  –  –  –  –  – (1,082) (1,082)

Total net income / (loss)  –  –  –  –  – 2,551  – (3,633) (1,082)

Changes in foreign currency 
translation reserve  –  –  – (170)  –  –  –  – (170)

Changes in revaluation subsidiaries  –  – (6,651)  –  –  –  –  – (6,651)

Transfer to legal reserve  –  – (148)  – 446 (305)  –  – (7)

Other  –  –  –  –  – 10  –  – 10

Other comprehensive income / (loss)  –  – (6,799) (170) 446 (295)  –  – (6,818)

Dividend common shares  –  –  –  –  – (548)  –  – (548)

Dividend preferred shares  –  –  –  –  – (112)  –  – (112)

Share dividend 5 (5)  –  –  –  –  –  –  – 

Repurchased and sold own shares  –  –  –  –  –  – (217)  – (217)

Withdrawal of treasury shares (12)  –  –  –  – (1,533) 1,545  –  – 

Coupons on convertible core capital 
securities and perpetuals, net of tax  –  –  –  –  – (310)  –  – (310)

Other  –  –  –  –  – (9)  –  – (9)

Changes in equity from relation 
with shareholders (7) (5)  –  –  – (2,512) 1,328  – (1,196)

At December 31, 2008 251 7,096 (6,919) (2,180) 415 9,199 (725) (1,082) 6,055
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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 2,728 million 

(2007: EUR 1,810 million) of items with positive revaluation and 

for EUR (9,646) million of items with negative revaluation 

(2007: EUR (1,930) million).

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. 

Certain AEGON 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 821 million (2007: EUR 770 million) 

which are restricted. Included in AEGON N.V.’s legal reserves is 

an amount of EUR 69 million related to OPTAS N.V. which 

represents the increase in statutory reserves since the 

acquisition of OPTAS N.V. by AEGON. 

On the balance sheet date, AEGON N.V. and its subsidiaries held 

62,778,194 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: 

 
2008 2007

At January 1 133,827,535 37,723,865

Transactions in 2008

Purchase: 10 transactions, average price EUR 8.32 26,300,000 –

Sale: 1 transaction, price EUR 14.65 (92,843) –

Withdrawal of common share capital (99,769,902) –

Transactions in 2007

Purchase: 3 transactions, average price EUR 13.71 – 33,200,000

Share repurchase program: various transactions, average price EUR 13.41 – 74,569,902

Sale: 7 transactions, average price EUR 15.53 – (66,232)

Withdrawal of common share capital – (11,600,000)

At December 31 60,264,790 133,827,535

 

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.  

 
2008 2007

Number of shares Consideration Number of shares Consideration

Held by AEGON N.V. 60,264,790 679 133,827,535 2,007

Held by subsidiaries 2,513,404 46 2,503,447 46

Total at December 31 62,778,194 725 136,330,982 2,053

 

The consideration for the related shares is deducted from or 

added to the retained earnings. 
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Note	9	 Convertible core capital securities 

On December 1, 2008, AEGON’s core capital was increased 

through a special transaction with the State of the Netherlands 

in view of the ongoing uncertainty regarding the financial and 

economic environment during the year. Via Vereniging AEGON  

a senior loan of EUR 3 billion was provided 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 is designed to avoid dilution of existing common 

shareholders’ value. 

Before December 1, 2009, AEGON has the right to repurchase 

250 million of the securities at a price between EUR 4.00 and 

EUR 4.52 per security, depending on AEGON’s share price and 

the date of the repurchase, and after that date at EUR 6.00 per 

security. AEGON may at any time repurchase the remaining 

500 million securities at EUR 6.00 per security (equivalent to 

150% of the original issue price). Alternatively, after three 

years, AEGON may choose to convert these securities into 

common shares on a one-for-one basis. In this situation,  

the Dutch State may opt for repayment either in cash (at the 

original issue price of EUR 4.00) or in shares. 

AEGON retains full discretion over its policy regarding dividends 

paid on common shares. The coupon on the non-voting 

securities will be paid only if a dividend is also paid to holders of 

common shares. 

 

Note	10	 Other equity instruments  

 

Junior perpetual 
capital securities

Perpetual cumulative 
subordinated bonds

Share options 
not yet exercised Total

At January 1, 2007 3,447 567 18 4,032

Instruments issued 745 – – 745

Share options granted – – 18 18

At December 31, 2007 4,192 567 36 4,795

At January 1, 2008 4,192 567 36 4,795

Instruments redeemed – (114) – (114)

Share options granted – – 19 19

Share options forfeited – – (1) (1)

At December 31, 2008 4,192 453 54 4,699

 

 

Coupon rate Coupon date: as of
Year of 

first call 2008 2007Junior perpetual capital securities

USD 500 million 6.5% Quarterly, December 15 2010 424 424

USD 250 million floating LIBOR rate 1 Quarterly, December 15 2010 212 212

USD 550 million 6.875% Quarterly, September 15 2011 438 438

EUR 200 million 6.0% Annually, July 21 2011 200 200

USD 1,050 million 7.25% Quarterly, December 15 2012 745 745

EUR 950 million floating DSL rate 2 Quarterly, July 15 2014 950 950

USD 500 million floating CMS rate 3 Quarterly, July 15 2014 402 402

USD 1 billion 6.375% Quarterly, June 15 2015 821 821

At December 31 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 1	

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 2	

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 3	

rate swap yield plus a spread of ten basis points, with a maximum of 8.5%. 
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The interest rate exposure on some of these securities has been 

swapped to a three-month LIBOR 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 

Coupon rate Coupon date
Year of 

first call 2008 2007Perpetual cumulative subordinated bonds

EUR	 114	million 7.625% July 10 2008 – 114

EUR	203	million 7.125% 1, 4 March 4 2011 203 203

EUR	 114	million 4.156% 2, 4 June 8 2015 114 114

EUR	 136	million 5.185% 3, 4 October 14 2018 136 136

At December 31 453 567

The coupon of the EUR 203 million bonds is set at 7.125% until March 4, 2011. 1	

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 2015.2	

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 3	

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 4	

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 

optional and required coupon payment deferral and mandatory 

payment 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. 

 

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	11	 Long-term borrowings  

 
2008 2007

Remaining terms less than 1 year 8 1,017

Remaining terms 1 - 5 years 540 9

Remaining terms 5 - 10 years 419 989

Remaining terms over 10 years 321 411

At December 31 1,288 2,426

 

The repayment periods of borrowings vary from within one year 

up to a maximum of 23 years. The interest rates vary from  

4.125 to 9.000% per annum. 

 

The market value of the long-term borrowings amounts to 

EUR 1,218 million (2007: EUR 2,437 million). 
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Note	12	 Short-term borrowings  

 
2008 2007

Amounts owed to credit institutions 669 1,006

Short term deposits 772 35

At December 31 1,441 1,041

All short-term borrowings have a maturity of less than one year. 

 

Note	13	 Current 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 403 million (2007: EUR 174 million). 

 

Commitments and contingencies 

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, Inc. and Commonwealth General Corporation.  

At December 31, 2008, the letter of credit arrangements 

amounted to EUR 3,544 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 694 million), 

as well as payables with respect to certain derivative 

transactions of Transamerica Corporation (nominal 

amount EUR 1,003 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 minimal as at December 31, 2008.

AEGON N.V. is involved in a dispute between AEGON N.V., 

the foundation that sold the insurance company OPTAS and 

the unions and employers in the harbors of Rotterdam and 

Amsterdam on the pensions insured by AEGON’s subsidiary 

OPTAS. This dispute led to litigation on the accuracy of 

AEGON’s financial statements over 2007 further to the 

allegation of the plaintiff (a foundation representing the 

employers and insured employees in the harbors) that the 

equity of OPTAS should not have been consolidated as AEGON’s 

equity and that as a result, the profit of OPTAS should not have 

been reported as being part of AEGON’s consolidated profit. 

Parties expect the judgment in near future after which they 

may appeal from it with the supreme court of the Netherlands.

Note	14	 Number of employees  

Other than the Executive Board members, there were no 

employees employed by AEGON N.V. in either 2008 or 2007. 

 

Note	15	 Accountants remuneration  

 
2008 2007

Audit 24 22

Audit-related 2 2

Total 26 24
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Note	16	 Events after the balance sheet date  

On January 7, 2009, AEGON announced that it has agreed to 

acquire Banca Transilvania’s 50% shareholding in BT AEGON, 

the two companies’ jointly-owned Romanian pension business. 

AEGON will pay approximately EUR 11 million for the stake, 

which will give AEGON full control of the pension business. 

AEGON and Banca Transilvania (BT) will remain partners. 

As part of the transaction, the two companies will sign a 

distribution agreement covering both life insurance and pension 

products. The transaction is expected to close in the second 

quarter of 2009, subject to prior regulatory approval.

On January 13, 2009, AEGON announced that the Supervisory 

Board of AEGON N.V. will propose Jan Nooitgedagt to succeed 

Joseph B.M. Streppel as Chief Financial Officer and a member 

of the Executive Board, effective April 22, 2009 at AEGON’s 

annual General Meeting of Shareholders. Mr. Streppel, who 

has served as CFO since 1998 and a member of the Executive 

Board since 2000, will step down from AEGON at the next 

annual General Meeting of Shareholders in line with 

AEGON’s retirement policy for Executive Board members. 

Mr. Nooitgedagt, age 55 and a Dutch national, is retired 

Chairman of the Board of the Dutch and Belgian firms of 

Ernst & Young, the international organization for assurance, 

tax, transaction and advisory services. 

 

 

The Hague, March 11, 2009 

 

Supervisory Board	 Executive Board 

Dudley G. Eustace	 Alexander R. Wynaendts 

Irving W. Bailey, II 	 Joseph B.M. Streppel 

Antony Burgmans 

Cecelia Kempler

Shemaya Levy

Karla M.H. Peijs

Robert J. Routs

Willem F.C. Stevens

Kornelis J. Storm

Ben van der Veer

Dirk P.M. Verbeek

Leo M. van Wijk
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Auditor’s report  |  To: The Supervisory Board and the Executive Board of AEGON N.V.

REPORT ON THE COMPANY FINANCIAL STATEMENTS 

We have audited the accompanying company financial 

statements for the year 2008 (as set out on pages 220 to 233) 

which are part of the financial statements of AEGON N.V., 

The Hague, which comprise the balance sheet as at 

December 31, 2008, the income statement for the year then 

ended and the notes.

Management’s responsibility 

Management of the company is responsible for the preparation 

and fair presentation of the company financial statements and 

for the preparation of the Report of the Executive Board, both 

in accordance with Part 9 of Book 2 of the Netherlands Civil 

Code. This responsibility includes: designing, implementing and 

maintaining internal control relevant to the preparation and fair 

presentation of the company financial statements that are free 

from material misstatement, whether due to fraud or error; 

selecting and applying appropriate accounting policies; and 

making accounting estimates that are reasonable in the 

circumstances.

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. This law requires that we 

comply with ethical requirements and plan and perform the 

audit to obtain reasonable assurance 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

In our opinion, the company financial statements give a true 

and fair view of the financial position of AEGON N.V. as at 

December 31, 2008, and of its result for the year then ended in 

accordance with Part 9 of Book 2 of the Netherlands Civil Code.

 

Report on other legal and regulatory 

requirements 

Pursuant to the legal requirement under 2:393 sub 5 part f of 

the Netherlands Civil Code, we report, to the extent of our 

competence, that the Report of the Executive Board is 

consistent with the company financial statements as required 

by 2:391 sub 4 of the Netherlands Civil Code.

The Hague, March 11, 2009 

for Ernst & Young Accountants LLP 

  

 

was signed by A.F.J. van Overmeire
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Other information 

Proposal for profit appropriation 

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 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.

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.

 

The decline in world financial markets and its effects on the 

Company have caused AEGON to decide to forego the 2008 

final dividend. This was announced on October 28, 2008. Thus 

no final dividend payment will be made on the common shares. 

The interim dividend of EUR 0.30, as paid in September 2008, 

has been charged to the retained earnings reserve. Similarly a 

cash dividend of 5.75% on the amount paid-in on the class A 

and class B preferred shares shall be paid to the holder of the 

preferred shares.

 

 
2008 2007

Dividend on preferred shares 122 112

Interim dividend on common shares (cash portion) 258 281

Final dividend on common shares – 290

Earnings to be (reduced) / retained (1,462) 1,868

Net result (1,082) 2,551

 



236

Major shareholders

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 Incorporation 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 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 these option rights. In 

2008, no option rights existed.
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Development of shareholding in AEGON N.V. 

 
Number of shares Common Preferred A Preferred B

At January 1, 2008 171,974,055 211,680,000 35,170,000

Exercise option right Preferred B shares – – –

At December 31, 2008 171,974,055 211,680,000 35,170,000

 

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, 2008, amounts to approximately 

23.73%. In the event of a ‘special cause’, Vereniging AEGON’s 

voting rights will increase, currently to 33.77%, for up to six 

months per ‘special cause’.

At December 31, 2008, the General Meeting of Members of 

Vereniging AEGON consisted of nineteen members. The majority 

of the voting rights is with the seventeen members not being 

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, other 

than with regard to the 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 Incorporation 

without the cooperation of AEGON N.V.

 

Other major shareholders 

To AEGON’s knowledge there are no other parties holding 

a capital / voting interest in AEGON N.V. in excess of the 

thresholds established under Dutch securities law. 
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Quarterly results

2007 2008

First 
quarter 

Second 
quarter

Third 
quarter 

Fourth 
quarter

Total 
year Amounts in EUR million

First 
quarter 

Second 
quarter

Third 
quarter 

Fourth 
quarter

Total 
year

Underlying earnings before tax by 
line of business

 260  329  349  357  1,295 Life and protection  252  252  286  121  911 

 125  155  126  90  496 Individual savings and retirement products  116  115  56  (433)  (146)

 132  119  110  137  498 Pensions and asset management  121  129  79  179  508 

 87  67  82  96  332 Institutional products  108  99  98  100  405 

 36  23  37  18  114 Life reinsurance  43  0  8  (114)  (63)

 10  9  8  (21)  6 Distribution  9  8  3  (19)  1 

 3  14  17  13  47 General insurance  17  20  11  (3)  45 

 (58)  (47)  (46)  (34)  (185) Interest charges and other  (17)  (38)  (40)  (17)  (112)

 7  10  8  11  36 Share in net results of associates  9  11  (1)  5  24 

 602  679  691  667  2,639 Underlying earnings before tax  658  596  500  (181)  1,573 

 132  (146)  (113)  (145)  (272) Over / (under) performance of fair value items  (441)  48  (456)  (770)  (1,619)

 734  533  578  522  2,367 Operating earnings before tax  217  644  44  (951)  (46)

 190  119  156  281  746 Gains / (losses) on investments  86  (212)  25  136  35 

 7  (4)  (62)  (17)  (76) Impairment charges  (32)  (98)  (407)  (501)  (1,038)

 15  39  10  (24)  40 Other income / (charges)  (54)  9  (5)  38  (12)

 946  687  682  762  3,077 Income before tax  217  343  (343)  (1,278)  (1,061)

 (239)  (32)  (141)  (114)  (526) Income tax  (64)  (67)  14  96  (21)

 707  655  541  648  2,551 Net income  153  276  (329)  (1,182)  (1,082)

 454  532  531  516  2,033 Net underlying earnings  503  437  363  (69)  1,234 

 553  415  438  399  1,805 Net operating earnings  175  479  38  (623)  69 

Underlying earnings geographically

 478  504  508  503  1,993 Americas  478  441  388  (234)  1,073 

 87  115  107  109  418 The Netherlands  113  116  74  75  378 

 66  71  67  67  271 United Kingdom  45  48  35  13  141 

 29  36  55  22  142 Other countries  39  29  42  (17)  93 

 (56)  (48)  (45)  (46)  (195) Holding and other activities  (23)  (40)  (45)  (22)  (130)

 (2)  1  (1)  12  10 Eliminations  6  2  6  4  18 

 602  679  691  667  2,639 Underlying earnings before tax  658  596  500  (181)  1,573 

Revenues by line of business

3,625 3,653 3,660 3,726 14,664 Life and protection 3,547 3,463 3,597 3,710 14,317

717 705 680 673 2,775 Individual savings and retirement products 638 613 630 622 2,503

4,403 3,650 3,859 3,513 15,425 Pensions and asset management 3,776 3,283 2,860 2,715 12,634

872 625 746 1,113 3,356 Institutional products 484 369 361 479 1,693

430 455 484 479 1,848 Life reinsurance 405 412 410 494 1,721

127 126 126 125 504 Distribution 120 114 105 108 447

184 161 138 137 620 General insurance 185 179 156 145 665

17 17 3 42 79 Other income / (charges) 17 21 27 37 102

10,375 9,392 9,696 9,808 39,271 Revenues by line of business 9,172 8,454 8,146 8,310 34,082

12,976 9,902 12,056 9,594 44,528 Gross deposits (on and off balance sheet) 8,636 9,131 11,051 11,933 40,751

318 (682) 2,716 118 2,470 Net deposits (on and off balance sheet) (888) 971 1,652 1,679 3,414

New life sales

3,875 3,298 3,794 3,447 14,414 Life single premiums 2,757 2,880 2,568 2,327 10,532

438 472 467 456 1,833 Life recurring premiums annualized 410 441 361 366 1,578

826 802 846 800 3,274 Total recurring plus 1/10 single 686 729 618 598 2,631

176 160 166 178 680

New premium production accident and  
health insurance 166 141 146 161 614

12 13 12 21 58 New premium production general insurance 16 16 19 17 68
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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 gains and losses relate to the accounting for post-

employment 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.

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.
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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.

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.

Glossary
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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.

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.

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.

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.

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. 

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. 

Policyholder is a party that has a right to compensation under 

an insurance contract if an insured event occurs.

Presentation currency is the currency in which the financial 

statements are presented.

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-for-

sale investments rather than as loans and receivables.

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.

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.

Reinsurance assets are a cedant’s net contractual rights under 

a reinsurance contract.

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.

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.

Glossary
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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.

Security lending involves a loan of a security from one party to 

another. 

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. 

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.

Trade date is the date that an entity commits itself to purchase 

or sell an asset.

Transaction costs are incremental costs that are directly 

attributable to the acquisition, issue or disposal of a financial 

asset or liability.

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).

WACC is an abbreviation for Weighted Average Cost of Capital 

which represents the average cost of capital of an entity, taking 

into account all sources of capital (from equity and debt), 

weighted by their current market values.
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Forward-looking statements

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: believe, estimate, target, intend, may, expect, 

anticipate, predict, project, counting on, plan, continue, want, 

forecast, 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. 

AEGON undertakes 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 world financial markets, ��

including emerging markets, such as with regard to:

The frequency and severity of defaults by issuers ••

impacting AEGON’s 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 held;

The frequency and severity of insured loss events;��

Changes affecting mortality, morbidity and other factors that ��

may impact the profitability of AEGON’s 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 United States, the ��

Netherlands, the United Kingdom and emerging markets;

Changes in laws and regulations, particularly those affecting ��

AEGON’s operations, the products the company sells, and the 

attractiveness of certain products to AEGON’s consumers;

Regulatory changes relating to the insurance industry in the ��

jurisdictions in which AEGON operates;

Acts of God, acts of terrorism, acts of war and pandemics;��

Changes in the policies of central banks and/or governments;��

Litigation or regulatory action that could require AEGON to ��

pay significant damages or change the way the company 

does 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 AEGON’s products;

AEGON’s failure to achieve anticipated levels of earnings or ��

operational efficiencies as well as other cost saving 

initiatives; and 

The impact the adoption of the International Financial ��

Reporting Standards may have on AEGON’s reported financial 

results and financial condition.

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 forward-

looking 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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