
AEGON NV
Form 6-K
September 12, 2007
Table of Contents

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

Form 6-K

Report of Foreign Private Issuer

Pursuant to Rule 13a-16 or 15d-16 of

the Securities Exchange Act of 1934

September 2007

AEGON N.V.
(Translation of registrant�s name into English)

AEGONplein 50

P.O. Box 85

2501 CB The Hague

The Netherlands

(Address of principal executive offices)

Edgar Filing: AEGON NV - Form 6-K

Table of Contents 1



Table of Contents

In the second quarter of 2007, AEGON N.V. changed the accounting principles it uses to value minimum interest rate guarantees related to
insurance products offered by AEGON The Netherlands, including group pension contracts and traditional products. Starting with the second
quarter of 2007, AEGON The Netherlands values the guarantees at fair value. Changes in the fair value are recognized in AEGON�s income
statements. Prior to the second quarter of 2007, these guarantees were valued applying a corridor approach for the group pension contracts.
Changes in the provision, if outside the corridor, were reflected in the income statements. The guarantees embedded in traditional products were
not valued explicitly, but were considered in the liability adequacy test. In accordance with International Accounting Standard No. 8,
Accounting Policies, Changes in Accounting Estimates and Errors, AEGON has applied the change in accounting principle retrospectively and
has adjusted all affected figures for each period presented to reflect the new accounting principle.

In addition AEGON N.V. also changed its reportable segments in 2007. Until January 1, 2007, AEGON�s secondary segment information was
based on product characteristics. Starting in 2007, AEGON reports its secondary segment information based on lines of business.

AEGON N.V. is filing this Report on Form 6-K solely for the purpose of presenting restated consolidated financial statements, management�s
discussion and analyses of financial condition and results of operations and certain financial statement schedules and other financial data for the
years 2006, 2005 and 2004 that reflect AEGON�s retroactive application of the accounting change relating to the guarantees and present segment
information consistent with the format as if these changes had already been applied in such periods.

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

AEGON N.V.
(Registrant)

Date:    September 11, 2007                                        

/s/ Ruurd A. van den Berg

Ruurd A. van den Berg
Executive Vice President
Group Finance & Information
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only information within each Item, affected by the restatement.
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PRESENTATION OF CERTAIN INFORMATION

AEGON N.V. is referred to in this Report as �AEGON,� �we�, �us� or �the Company� and AEGON N.V. together with its member companies are
together referred to as the �AEGON Group�. For such purposes, �member companies� means, in relation to AEGON N.V., those companies that are
required to be consolidated in accordance with legislative requirements of the Netherlands relating to consolidating accounts. References to the
�NYSE� are to the New York Stock Exchange. References to the �SEC� are to the Securities and Exchange Commission.

In this Report, references to �EUR� and �euro� are to the lawful currency of the member states of the European Monetary Union that have adopted
the single currency in accordance with the Treaty establishing the European Community, as amended by the Treaty on European Union.
References to �$,� �USD,� �US$� and �US dollars� are to the lawful currency of the United States of America, references to �GBP,� �pound sterling� and the
�UK pound� are to the lawful currency of the United Kingdom, references to �CAD� and �Canadian dollars� are to the lawful currency of Canada and
references to �CNY� are to the lawful currency of the People�s Republic of China.
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FORWARD LOOKING STATEMENTS

The statements contained in this 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 our company. These statements are not guarantees of future performance and involve risks, uncertainties and assumptions that are
difficult to predict. We undertake no obligation to publicly update or revise any forward-looking statements. Readers are cautioned not to place
undue reliance on these forward-looking statements, which merely reflect company expectations at the time of writing. Actual results may differ
materially from expectations conveyed in forward-looking statements due to changes caused by various risks and uncertainties. Such risks and
uncertainties include but are not limited to the following:

� Changes in general economic conditions, particularly in the United States, the Netherlands and the United Kingdom;

� Changes in the performance of financial markets, including emerging markets, such as with regard to:

� The frequency and severity of defaults by issuers in our fixed income investment portfolios; and

� The effects of corporate bankruptcies and/or accounting restatements on the financial markets and the resulting decline in the value
of equity and debt securities we hold;

� The frequency and severity of insured loss events;

� Changes affecting mortality, morbidity and other factors that may impact the profitability of our insurance products;

� Changes affecting interest rate levels and continuing low or rapidly changing interest rate levels;

� Changes affecting currency exchange rates, in particular the EUR/USD and EUR/GBP exchange rates;

� Increasing levels of competition in the United States, the Netherlands, the United Kingdom and emerging markets;

� Changes in laws and regulations, particularly those affecting our operations, the products we sell, and the attractiveness of certain products
to our consumers;

� Regulatory changes relating to the insurance industry in the jurisdictions in which we operate;

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

� Changes in the policies of central banks and/or governments;
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� Litigation or regulatory action that could require us to pay significant damages or change the way we do business;

� Customer responsiveness to both new products and distribution channels;

� Competitive, legal, regulatory, or tax changes that affect the distribution cost of or demand for our products;

� Our failure to achieve anticipated levels of earnings or operational efficiencies as well as other cost saving initiatives; and

� The impact our adoption of the International Financial Reporting Standards may have on our reported financial results and financial
condition.

4
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ITEM 3. KEY INFORMATION
3A Selected financial data

A summary of historical financial data is found in the table below. Our consolidated financial statements are prepared in accordance with
International Financial Reporting Standards as adopted by the European Union (IFRS), which differ in certain significant respects from
accounting principles generally accepted in the United States (US GAAP). A description of the important differences between IFRS and
US GAAP along with a reconciliation of shareholders� equity and net income based on IFRS to US GAAP is found in Note 18.55 of the notes to
our consolidated financial statements included in this Report.

It is important to read this summary in conjunction with the consolidated financial statements and related notes included elsewhere in this
Report.

All per share amounts have been calculated based on the weighted average number of common shares outstanding after giving effect to all stock
dividends through December 31, 2006.

Consolidated income statement information

Years ended
December 31,

In million EUR (except per share amount) 2006 2005 2004
Amounts based upon IFRS 1

Premium income 24,570 18,882 18,329
Investment income 10,376 9,937 9,337
Total revenues 2 36,615 30,336 29,300
Income before tax 3,971 2,796 2,441
Net income 3,169 2,147 2,010
Net income per common share 3

Basic 1.87 1.25 1.22
Diluted 1.86 1.25 1.22

2006 2005 2004 2003 2002
Amounts based upon US GAAP 1

Premium income 12,292 10,330 10,120 10,141 10,191
Investment income 4 14,035 19,455 13,120 6,448 8,640
Total revenues 2 28,025 31,478 25,012 20,123 19,247
Income (loss) from continuing operations before tax 2,340 2,744 2,360 2,286 (841)
Net income (loss) 2,046 2,084 1,430 1,531 (2,328)
Net income per common share 3

Basic 1.25 1.29 0.89 0.97 (1.62)
Diluted 1.24 1.29 0.89 0.97 (1.62)
For Notes 1 � 4 see page 6.
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Consolidated balance sheet information

as at December 31,
In million EUR (except per share amount) 2006 2005 2004
Amounts based upon IFRS 1

Total assets 314,813 311,215 268,692
Insurance and investment contracts 262,052 264,334 223,969
Trust pass-through securities and (subordinated) borrowings 5 4,395 5,014 5,295
Shareholders� equity 18,605 18,715 14,548

2006 2005 2004 2003 2002
Amounts based upon US GAAP 1

Total assets 321,014 317,957 263,751 267,540 268,316
Insurance and investment contracts 267,569 263,832 216,810 212,395 217,022
Perpetuals and (subordinated) borrowings 5 8,171 8,381 7,742 7,144 7,220
Trust pass-through securities (TRUPS) �  �  �  408 491
Shareholders� equity 20,994 22,913 18,316 17,836 17,554

1 Our consolidated financial statements are prepared in accordance with IFRS, which differs in certain significant respects from US GAAP.
The IFRS numbers presented in this Report reflect the effect of a change in accounting principle announced on July 24, 2007 and
explained more fully on the cover page of this Report and in our Report on Form 6-K filed with the SEC on July 26, 2007. For more
information see also note 18.2.2.2 to our consolidated financial statements elsewhere in this Report. See Note 18.55 to our consolidated
financial statements included in this Report for information concerning the differences between IFRS and US GAAP.

2 Excluded from the income statements prepared in accordance with IFRS are receipts related to investment-type annuity products and
investment contracts. In addition, universal life-type deposits are excluded from premium revenue in the income statements prepared in
accordance with US GAAP.

3 Per share data has been calculated based on the weighted average number of common shares outstanding after giving effect to all stock
dividends and stock splits through December 31, 2006. Diluted per share data gives effect to all dilutive securities.

4 In accordance with Statement of Position 03-1, �Accounting and Reporting by Insurance Enterprises for Certain Non-traditional
Long-Duration Contracts and for Separate Accounts�, as from January 1, 2004 investment income includes investment income for account
of policyholders when the investments are not legally separated.

5 Excludes bank overdrafts.

In thousand 2006 2005 2004 2003 2002
Number of common shares
Balance at January 1 1,598,977 1,552,685 1,514,378 1,444,579 1,422,253
Stock dividends 23,950 46,292 38,307 69,799 22,326

Balance at end of period 1,622,927 1,598,977 1,552,685 1,514,378 1,444,579
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Dividends

AEGON has declared interim and final dividends for the years 2002 through 2006 in the amounts set forth in the table below. Dividends in US
dollars are calculated based on the foreign exchange reference Rate (the rate based on the daily concertation procedure between central banks as
published each working day at 14:15 hours by the European Central Bank) on the business day following the announcement of the interim
dividend or on the business day following the shareholder meeting approving the relevant final dividend.

Year EUR per common share 1, 4 USD per common share 1, 4

Interim Final Total Interim Final Total
2002 0.36 0.35 2 0.71 2 0.35 0.32 2 0.67 2

2003 0.20 0.20 0.40 0.22 0.24 0.46
2004 0.21 0.21 0.42 0.26 0.27 0.53
2005 0.22 0.23 0.45 0.27 0.29 0.56
2006 0.24 0.31 3 0.55 3 0.31 NA NA

1 Paid, at each shareholder�s option, in cash or in stock, except 2002 final dividend.
2 The final dividend for 2002 was paid entirely in common shares at the rate of one new common share for every 25 common shares held on

the record date.
3 Proposed.
4 Dividend per share is adjusted for the 2002 stock dividend.
On August 10, 2006, AEGON declared an interim dividend for 2006 of EUR 0.24 per common share. AEGON repurchased 11.6 million shares
to neutralize the dilutive effect of the interim dividend. AEGON has proposed to its annual General Meeting of Shareholders, scheduled to occur
on April 25, 2007, that the full year 2006 dividend be set at EUR 0.55 per common share, resulting in a final dividend for 2006 of EUR 0.31 per
common share. AEGON will purchase an equivalent amount of shares on the open market to neutralize the effect of stock dividend.

Annual dividends on AEGON�s preferred shares are calculated as a percentage of the paid-in capital on the preferred shares using a rate equal to
the European Central Bank�s fixed interest percentage for basic refinancing transactions plus 1.75% (as determined on the first Euronext
Amsterdam working day of the financial year to which the dividend relates) resulting in a rate of 4.0% for 2006. Applying this rate to the
weighted average paid-in capital of our preferred shares during 2006, the annual dividend on our preferred shares payable for 2006 is EUR 85
million. The rate for annual dividends on preferred shares in 2007, as determined on January 2, 2007, is 5.25% and the annual dividend on
preferred shares for 2007, based on the paid-in capital on the preferred shares on January 2, 2007, will be EUR 112 million.

7

Edgar Filing: AEGON NV - Form 6-K

Table of Contents 8



Table of Contents

Exchange rates

Fluctuations in the exchange rate between the euro and the US dollar will affect the dollar equivalent of the euro price of our common shares
traded on Euronext Amsterdam and, as a result, are likely to impact the market price of our common shares in the United States. Such
fluctuations will also affect any dollar amounts received by holders of common shares upon conversion of any cash dividends paid in euros on
our common shares.

As of March 1, 2007 the USD exchange rate 1 was EUR 1 = USD 1.3173.

The high and low exchange rates 1 for the US dollar per euro for each of the last six months through February 2007 are set forth below:

Sept. 2006 Oct. 2006 Nov. 2006 Dec. 2006 Jan. 2007 Feb. 2007
High (USD per EUR) 1.2833 1.2773 1.3261 1.3327 1.3286 1.3246
Low (USD per EUR) 1.2648 1.2502 1.2705 1.3073 1.2904 1.2933
The average exchange rates1 for the US dollar per euro for the five years ended December 31, 2006, calculated by using the average of the
exchange rates on the last day of each month during the period, are set forth below:

Year ended December 31, Average rate
2002 0.9495
2003 1.1411
2004 1.2478
2005 1.2400
2006 1.2661

1 The US dollar exchange rates are the noon buying rates in New York City for cable transfers in euro as certified for customs purposes
by the Federal Reserve Bank of New York.
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ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS
5.1 Introduction

AEGON is committed to providing information on key factors that drive its business and affect its financial condition, results and value. Our
disclosure practices have been developed over many years with due consideration of the needs and requirements of our stakeholders, including
regulators, investors and research analysts. We have substantive supplemental information in our annual and quarterly accounts to provide
transparency of our financial results. We have provided insight into our critical accounting policies and the methodologies we apply to manage
our risks. For a discussion of critical accounting policies see �Application of Critical Accounting Policies � IFRS Accounting Policies� and
�Application of Critical Accounting Policies � US GAAP�. For a discussion of our risk management methodologies see Item 11 �Quantitative and
Qualitative Disclosure About Market Risk�.

5.2 Application of Critical Accounting Policies�IFRS Accounting Policies

The Operating and Financial Review and Prospects are based upon AEGON�s consolidated financial statements, which have been prepared in
accordance with IFRS. Application of the accounting policies in the preparation of the financial statements requires management to employ their
judgment involving assumptions and estimates concerning future results or other developments, including the likelihood, timing or amount of
future transactions or events. There can be no assurance that actual results will not differ materially from these estimates. Senior management
reviews these judgments frequently and an understanding of these judgments may enhance the reader�s understanding of AEGON�s financial
statements in this Report. We have summarized in the following sections the IFRS accounting policies that are critical to the financial statement
presentation and that require complex estimates or significant judgment.

i Valuation of assets and liabilities arising from life insurance contracts

General

The liability for life insurance contracts with guaranteed or fixed account terms is either based on current assumptions or on the assumptions
established at inception of the contract, reflecting the best estimates at the time increased with a margin for adverse deviation. All contracts are
subject to liability adequacy testing which reflects management�s current estimates of future cash flows. To the extent that the liability is based
on current assumptions, a change in assumptions will have an immediate impact on the income statement. Also, if a change in assumption results
in the failure of the liability adequacy test, the entire deficiency is recognized in the income statement. In the event that the failure relates to
unrealized gains and losses on available for sale investments, the additional liability is recognized in the revaluation reserve in equity.

Some insurance contracts without a guaranteed or fixed account term contain guaranteed minimum benefits. Depending on the nature of the
guarantee, it may either be bifurcated and presented as a derivative or be reflected in the value of the insurance liability in accordance with local
accounting principles. Given the dynamic and complex nature of these guarantees, stochastic techniques under a variety of market return
scenarios are often used for measurement purposes. Such models require management to make numerous estimates based on historical
experience and market expectations. Changes in these estimates will immediately affect the income statement.

In addition, certain acquisition costs related to the sale of new policies and the purchase of policies already in force are recorded as DPAC and
VOBA assets respectively and are amortized to the income statement over time. If the assumptions relating to the future profitability of these
policies are not realized, the amortization of these costs could be accelerated and may even require write-offs due to unrecoverability.

9
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Actuarial assumptions

The main assumptions used in measuring DPAC, VOBA and the liabilities for life insurance contracts with fixed or guaranteed terms relate to
mortality, morbidity, investment return and future expenses. Depending on local accounting principles, surrender rates may be considered.

Mortality tables applied are generally developed based on a blend of company experience and industry wide studies, taking into consideration
product characteristics, own risk selection criteria, target market and past experience. Mortality experience is monitored through regular studies,
the results of which are fed into the pricing cycle for new products and reflected in the liability calculation when appropriate. For contracts
insuring survivorship, allowance may be made for further longevity improvements. Morbidity assumptions are based on own claims severity and
frequency experience, adjusted where appropriate for industry information.

Investment assumptions are either prescribed by the local regulator or based on management�s future expectations. In the latter case, the
anticipated future investment returns are set by management on a countrywide basis, considering available market information and economic
indicators. A significant assumption related to estimated gross profits on variable annuities and variable life insurance products in the United
States, Canada and some of the smaller country units, is the annual long-term growth rate of the underlying assets. As equity markets do not
move in a systematic manner, assumptions as to the long-term growth rate are made after considering the effects of short-term variances from
the long-term assumptions (a reversion to the mean assumption). The reconsideration of this assumption may affect the original DPAC or
VOBA amortization schedule, referred to as DPAC or VOBA unlocking. The difference between the original DPAC or VOBA amortization
schedule and the revised schedule, which is based on estimates of actual and future gross profits, is recognized in the income statement as an
expense or a benefit in the period of determination.

Assumptions on future expenses are based on the current level of expenses, adjusted for expected expense inflation if appropriate.

Surrender rates depend on product features, policy duration and external circumstances such as the interest rate environment and competitor and
policyholder behavior. Credible own experience, as well as industry published data, are used in establishing assumptions. Lapse experience is
correlated to mortality and morbidity levels, as higher or lower levels of surrenders may indicate future claims will be higher or lower than
anticipated. Such correlations are accounted for in the mortality and morbidity assumptions based on the emerging analysis of experience.

Reserve for guaranteed minimum benefits

In the United States, a guaranteed minimum withdrawal benefit is offered directly on some variable annuity products AEGON issues and is also
assumed from a ceding company. This benefit guarantees a policyholder can withdraw a certain percentage of the account value, starting at a
certain age or duration, for either a fixed period or the life of the policyholder.

Certain variable insurance contracts also provide guaranteed minimum death benefits and guaranteed minimum income benefits. 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 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.
These benefits subject the company to equity market risk, since poor market performance will cause the guaranteed benefits to exceed the
policyholder account value and thus become in the money.

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.

Separate account group contracts of AEGON The Netherlands are large group contracts that have an individually determined asset investment
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 the technical interest of either 3% or 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.
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For AEGON The Netherlands, within individual unit-linked policies, the sum insured at maturity or upon the death of the beneficiary has a
minimum guaranteed return (of 3% or 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 guarantees for minimum benefits:

In million EUR

United

States1 Canada1

The

Netherlands2

2006

Total

United

States1 Canada1

The

Netherlands2

2005

Total
At January 1 (14) 586 378 950 (3) 441 229 667
Incurred guarantee benefits (17) (37) (103) (157) (10) 53 149 192
Paid guarantee benefits �  �  �  �  �  �  �  �  
Net exchange differences 3 (57) �  (54) (1) 92 �  91

At December 31 (28) 492 275 739 (14) 586 378 950

United

States1 Canada1

The

Netherlands2

2006

Total

United

States1 Canada1

The

Netherlands2

2005

Total
Account value 2,393 3,446 6,171 12,010 1,465 3,651 5,510 10,626
Net amount at risk 1 602 45 648 1 831 18 850

1 Guaranteed minimum accumulation and withdrawal benefits
2 Fund plan and unit-linked guarantees
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, 2006, the reinsured
account value was EUR 8.4 billion (2005: EUR 9.9 billion) and the guaranteed remaining balance was EUR 5.5 billion (2005: EUR 7.3 billion).

The reinsurance contract is accounted for as a derivative and is carried in AEGON�s balance sheet at fair value. At December 31, 2006, the
contract had a value of EUR 15 million (2005: EUR 14 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.

11
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The following table provides information on the liabilities for guarantees that are included in the valuation of the host contracts. The IFRS
numbers presented in the table reflect the effect of a change in accounting principle announced on July 24, 2007 and explained more fully on the
cover page of this Report and in our Report on Form 6-K filed with the SEC on July 26, 2007. For more information see also note 18.2.2.2 to our
consolidated financial statements elsewhere in this Report.

2006 2005
In million EUR GMDB1 GMIB2 GMAB3 Total GMDB1 GMIB2 GMAB3 Total
At January 1 126 121 1,407 1,654 100 59 563 722
Incurred guarantee benefits 34 23 (639) (582) 36 50 844 930
Paid guarantee benefits (30) (7) �  (37) (26) �  �  (26)
Net exchange differences (13) (14) �  (27) 16 12 �  28

At December 31 117 123 768 1,008 126 121 1,407 1,654

2006 2005
GMDB1 GMIB2 GMAB3 Total4 GMDB1 GMIB2 GMAB3 Total4

Account value 23,814 8,562 25,640 58,016 24,991 9,122 24,197 58,310
Net amount at risk 1,614 296 40 1,950 2,357 380 84 2,821
Average attained age of contractholders 65 64 �  �  64 63 �  �  

1 Guaranteed minimum death benefit in the United States.
2 Guaranteed minimum income benefit in the United States.
3 Guaranteed minimum accumulation benefit in the Netherlands.
4 Note that the variable annuity contracts with guarantees may offer more than one type of guarantee in each contract; therefore, the amounts

listed are not mutually exclusive.
Amortization of Deferred Policy Acquisition Cost, including Value of Business Acquired

At December 31, 2006, the reversion to the mean assumptions for variable products, primarily variable annuities, were as follows in the United
States: gross long-term equity growth rate of 9% (2005: 9%); gross short-term growth rate of 4.75% (2005: 6 %); gross short- and long-term
fixed security growth rate of 6% (2005: 6%); and the gross short- and long-term growth rate for money market funds of 3.5% (2005: 3.5%). For
Canada these assumptions, at December 31, 2006, were as follows: gross long-term equity growth rate of 9% (2005: 9%); and gross short-term
growth rate of 9% (2005: 9.75%). For both countries the reversion period for the short-term rate is five years. For Hungary and the eastern
European countries, the assumption for the gross long-term growth rate on external investment funds was 5.27% (2005: 5.27%).

The movements in DPAC over 2006 compared to 2005 can be summarized and compared as follows:

In million EUR 2006 2005
At January 1 10,789 8,499
Costs deferred/rebates granted during the year 1,891 1,919
Amortization through income statement (1,243) (936)
Shadow accounting adjustments 157 413
Disposals �  (44)
Net exchange differences (697) 930
Other 41 8

At December 31 10,938 10,789
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The movement in VOBA over 2006 can be summarized and compared to 2005 as follows:

In million EUR 2006 2005
At January 1 4,396 3,951
Additions 11 4
Acquisitions through business combinations 114 88
Disposals (29) �  
Amortization / depreciation through income statement (246) (308)
Shadow accounting adjustments 20 187
Impairment losses �  (1)
Net exchange differences (307) 487
Other �  (11)

At December 31 3,959 4,396
VOBA, DPAC per line of business

DPAC per line of business

In million EUR 2006 2005
Life and protection 5,666 5,769
Individual savings and retirement products 1,326 1,557
Pensions and asset management 3,005 2,625
Institutional guaranteed products 172 152
Reinsurance 767 685
General insurance 2 1

At December 31 10,938 10,789
VOBA per line of business

In million EUR 2006 2005
Life and protection 1,824 2,165
Individual savings and retirement products 152 185
Pensions and asset management 1,120 1,155
Institutional guaranteed products 42 65
Reinsurance 710 814
Distribution 111 12

At December 31 3,959 4,396
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ii Fair value of investment contracts

Investment contracts issued by AEGON are either carried at fair value (if they are designated as financial liabilities at fair value through profit or
loss) or amortized cost (with fair value being disclosed in the notes to the consolidated financial statements). These contracts are not quoted in
active markets and their fair values are determined by using valuation techniques, such as discounted cash flow methods and stochastic
modeling. All models are validated and calibrated. A variety of factors are considered, including time value, volatility, policyholder behavior,
servicing costs and fair values of similar instruments.

iii Fair value of investments and derivatives determined using valuation techniques

Financial instruments

In the absence of an active market, the fair value of non-quoted investments in financial assets is estimated by using present value or other
valuation techniques. For example, the fair value of non-quoted fixed interest debt instruments is estimated by discounting expected future cash
flows using a current market rate applicable to financial instruments with similar yield, credit quality and maturity characteristics. For mortgage
and other loans originated by the Group interest rates currently being offered for similar loans to borrowers with similar credit ratings are
applied. The fair value of floating interest rate debt instruments and assets maturing within a year is assumed to be approximated by their
carrying amount.

Financial derivatives

Where quoted market prices are not available, other valuation techniques, such as option pricing or stochastic modeling, are applied. The
valuation techniques incorporate all factors that market participants would consider and are based on observable market data when available. All
models are validated before they are used and calibrated to ensure that outputs reflect actual experience and comparable market prices.

Fair values for exchange-traded derivatives, principally futures and certain options, are based on quoted market prices. Fair values for
over-the-counter (OTC) derivative financial instruments represent amounts estimated to be received from or paid to a third party in settlement of
these instruments. These derivatives are valued using pricing models based on the net present value of estimated future cash flows, directly
observed prices from exchange-traded derivatives, other OTC trades, or external pricing services. Most valuations are derived from swap and
volatility matrices, which are constructed for applicable indices and currencies using current market data from many industry standard sources.
Option pricing is based on industry standard valuation models and current market levels, where applicable. The pricing of complex or illiquid
instruments is based on internal models. For long-dated illiquid contracts, extrapolation methods are applied to observed market data in order to
estimate inputs and assumptions that are not directly observable. The values for OTC derivatives are verified using observed market information,
other trades in the market and dealer prices, along with management judgment.

Derivatives embedded in insurance and investment contracts

Certain bifurcated embedded derivatives in insurance and investment products are not quoted in active markets and their fair values are
determined by using valuation techniques. Because of the dynamic and complex nature of these cash flows, stochastic techniques under a variety
of market return scenarios are often used. A variety of factors are considered, including expected market rates of return, market volatility,
correlations of market returns, discount rates and actuarial assumptions.

The expected returns are based on risk-free rates, such as the current London Inter-Bank Offered Rate (LIBOR) forward curve or the current
rates on local government bonds. Market volatility assumptions for each underlying index are based on observed market implied volatility data
or observed market performance. Correlations of market returns across underlying indices are based on actual observed market returns and
relationships over a number of years preceding the valuation date. The current risk-free spot rate is used to determine the present value of
expected future cash flows produced in the stochastic projection process.

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.
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iv Impairment of financial assets

There are a number of significant risks and uncertainties inherent in the process of monitoring investments and determining if impairment exists.
These risks and uncertainties include the risk that the Group�s assessment of an issuer�s ability to meet all of its contractual obligations will
change based on changes in the credit characteristics of that issuer and the risk that the economic outlook will be worse than expected or have
more of an impact on the issuer than anticipated. Also, there is a risk that new information obtained by the Group or changes in other facts and
circumstances will lead the Group to change its investment decision. Any of these situations could result in a charge against the income
statement in a future period to the extent of the impairment charge recorded.

Debt instruments

Debt instruments are impaired when it is considered probable that not all amounts due will be collected as scheduled. Factors considered include
industry risk factors, financial condition, liquidity position and near-term prospects of the issuer, nationally recognized credit rating declines and
a breach of contract.

The amortized cost and fair value of bonds, money market investments and other are as follows as of December 31, 2006 included in our
available-for-sale (AFS) and held to maturity portfolios:

In million EUR
Amortized

cost
Unrealized

gains
Unrealized

losses
Total fair

value

Fair value of
instruments

with unrealized
gains

Fair value of
instruments

with unrealized
losses

Bonds
- United States government 3,192 86 (37) 3,241 1,415 1,826
- Dutch government 2,301 52 (27) 2,326 1,100 1,226
- Other government 11,736 601 (67) 12,270 8,298 3,972
- Mortgage backed 10,519 79 (73) 10,525 6,127 4,398
- Asset backed 9,993 57 (72) 9,978 5,863 4,115
- Corporate 53,852 1,644 (644) 54,852 30,143 24,709
Money market investments 4,387 0 0 4,387 4,387 0
Other 844 88 (24) 908 660 248

Total 96,824 2,607 (944) 98,487 57,993 40,494

Of which held by AEGON USA and NL 86,429 1,963 (837) 87,555 51,437 36,118
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Unrealized Bond Losses by Sector

The composition by industry categories of bonds and money market investments that are included in our available-for-sale and held to maturity
portfolios in an unrealized loss position held by AEGON at December 31, 2006 is presented in the table below.

Unrealized losses � bonds and money market investments

In million EUR

Carrying value
of instruments
with unrealized

losses 2006

Gross
unrealized

losses
2006

Carrying value
of instruments
with unrealized

losses 2005

Gross
unrealized

losses
2005

Asset Backed Securities (ABSs) � Aircraft 63 (7) 113 (25)
ABSs � CBOs 103 (3) 242 (23)
ABSs � Housing related 1,499 (29) 1,658 (32)
ABSs � Credit cards 705 (7) 1,229 (19)
ABSs � Other 1,758 (27) 1,545 (31)
Collateralized mortgage backed securities 4,407 (73) 5,914 (105)
Financial 9,485 (186) 7,463 (159)
Industrial 12,259 (371) 11,211 (354)
Utility 2,948 (87) 2,495 (57)
Sovereign exposure 7,019 (130) 3,021 (52)

Total 40,246 (920) 34,891 (857)

Of which held by AEGON USA and NL 35,873 (813) 32,749 (821)

AEGON regularly monitors industry sectors and individual debt securities for evidence of impairment. This evidence may include one or more
of the following: 1) deteriorating market to book ratio, 2) increasing industry risk factors, 3) deteriorating financial condition of the issuer, 4)
covenant violations, 5) high probability of bankruptcy of the issuer or 6) nationally recognized credit rating agency downgrades. Additionally,
for asset-backed securities, cash flow trends and underlying levels of collateral are monitored. Under IFRS, a security is impaired if there is
objective evidence that a loss event has occurred after the initial recognition of the asset that has a negative impact on the estimated future cash
flows. A specific security is considered to be impaired when it is determined that it is probable that not all amounts due (both principal and
interest) will be collected as scheduled.
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The composition by industry categories of bonds and money market investments unrealized loss position held by AEGON USA and AEGON
The Netherlands at December 31, 2006 is presented in the table below. The following unrealized loss consists of 1,680 issuers.

Unrealized losses � bonds and money market investments (in EUR)

In million EUR

Carrying value
of instruments
with unrealized

losses 2006

Gross
unrealized

losses
2006

Carrying value
of instruments
with unrealized

losses 2005

Gross
unrealized

losses
2005

Asset Backed Securities (ABSs) � Aircraft 63 (7) 113 (25)
ABSs � CBOs 103 (3) 240 (23)
ABSs � Housing related 1,493 (29) 1,644 (32)
ABSs � Credit cards 670 (7) 1,205 (19)
ABSs � Other 1,691 (25) 1,535 (31)
Collateralized mortgage backed securities 4,363 (72) 5,850 (103)
Financial 7,226 (134) 6,651 (145)
Industrial 11,258 (335) 10,711 (341)
Utility 2,615 (80) 2,384 (55)
Sovereign exposure 6,391 (121) 2,416 (47)

Total 35,873 (813) 32,749 (821)

The information presented above is subject to rapidly changing conditions. As such, AEGON expects that the level of securities with overall
unrealized losses will fluctuate. The recent volatility of financial market conditions has resulted in increased recognition of both investment
gains and losses, as portfolio risks are adjusted through sales and purchases.

As of December 31, 2006, there are EUR 1,875 billion of gross unrealized gains and EUR 813 million of gross unrealized losses in the AFS
Bonds portfolio of AEGON USA and AEGON The Netherlands. No one issuer represents more than 4% of the total unrealized position.

When AEGON has made the decision to sell a security in a loss position as of the balance sheet date, an impairment loss has been recognized to
write the book value of the security down to fair value. AEGON generally has the intent and ability to hold all other securities in unrealized loss
positions to full recovery or maturity. If a particular asset does not fit the company�s long-term investment strategy and is in an unrealized loss
position due solely to interest rate changes, the security has been impaired to fair value under US GAAP only. Because the company has not
made a decision to sell the security, there are no fundamental credit issues, and AEGON has not suffered any economic loss, these securities are
not impaired under IFRS.
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Asset Backed Securities

ABS � Housing and ABS�Other

ABS-housing includes debt issued by securitization trusts collateralized by pools of loans to borrowers who are generally considered �sub-prime�
and are secured by first and second mortgage loans on 1-4 family homes and manufactured housing. ABS-other includes debt issued by
securitization trusts collateralized by various other assets including auto loans, student loans, and other asset categories. The aggregate
unrealized loss is less than 2% of the market value of these two sectors. 82% of unrealized losses relate to AAA rated securities and 88% of
unrealized losses relate to securities rated A or higher. The unrealized losses are more a reflection of interest rate movements than credit related
concerns. Where credit events may be impacting the unrealized losses, cash flows are modeled using assumptions for defaults and recoveries as
well as including actual experience to date. When models do not indicate full recovery of principal and interest, the securities are impaired to fair
value. When these models indicate full recovery of principal and interest, no impairment is taken. AEGON does not consider securities in an
unrealized loss as of December 31, 2006, to be impaired.

There are no individual issuers rated below investment grade in this sector which have unrealized loss positions greater than EUR 15 million.

Collateralized Mortgage-Backed Securities

The unrealized loss on collateralized mortgage-backed securities is EUR 74 million, of which EUR 52 million relates to commercial
mortgage-backed securities (CMBS). The fundamentals of the CMBS market are, on average, strong. Aggressive underwriting at the loan level
and an unprecedented amount of capital chasing commercial real estate continue to be the themes. Capitalization rates have compressed to
historically low levels following the decline in interest rates as well as a compression in risk spread. A spike in interest-only loans coupled with
a decrease in the amount of reserves collected highlight the current aggressive state of loan underwriting. The introduction of the 20% and 30%
subordinated super senior AAA classes provides an offset to these negative fundamentals. Of the CMBS unrealized loss, 22% is attributed to the
Lehman Brothers and UBS origination platform (�LBUBS�) deal shelf which is collateralized by diversified mortgages. We believe that these
deals are well underwritten and have performed relatively better than other comparable CMBS deals. The unrealized loss overall (and specific to
LBUBS) is not credit driven but rather a reflection of the move in interest rates relative to where these deals were originally priced. For those
securities in an unrealized loss position, the market to book ratio is 98%. As the unrealized losses on AEGON�s collateralized mortgage-backed
securities are attributable to interest rate increases and not fundamental credit problems with the issuer or collateral, the unrealized losses are not
considered by AEGON to be impaired as of December 31, 2006.

There are no other individual issuers rated below investment grade in this sector which have unrealized loss positions greater than EUR 15
million.

Financial

Banking

The fundamentals of the banking sector continue to be solid. It is a high credit quality sector and represents a large portion of the corporate debt
market. As a result, the absolute exposure to the banking sector in AEGON�s portfolio is also large and of high quality. Because of the sector�s
size, the absolute dollar amount of unrealized losses is large, but the overall market value as a percent of book value on public and private
securities in an unrealized loss position is high at 98%. Unrealized losses in the banking sector are not a result of fundamental problems with
individual issuers. Banking accounts for the majority of losses in the financial sector. Since the securities with unrealized losses are trading so
close to par, the market is indicating there is little or no risk of default. The unrealized losses are more a reflection of interest rate movements,
general market volatility and duration than credit related concerns. AEGON evaluated the near-term prospects of the issuers in relation to the
severity and duration of the unrealized loss and does not consider those investments to be impaired as of December 31, 2006.

There are no individual issuers rated below investment grade in this sector which have unrealized loss positions greater than EUR 15 million.
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Insurance

The fundamentals of the insurance sector continue to be solid. It is a high credit quality sector and represents a modest portion of the corporate
debt market. The overall market to book ratio on all securities in an unrealized loss position is 98%. Unrealized losses in this sector are not a
result of fundamental problems with individual issuers; rather it is more a reflection of interest rate movements, general market volatility and
duration. AEGON has evaluated the near-term prospects of issuers in relation to the severity and duration of the unrealized loss and does not
consider those investments to be impaired as of December 31, 2006.

There are no individual issuers rated below investment grade in this sector which have unrealized loss positions greater than EUR 15 million.

Industrial

Basic Industries and Capital Goods

The basic and capital goods industries encompass various sub-sectors ranging from aerospace/ defense to packaging. The most significant of
these are addressed individually. Packaging accounts for 6% of the basic and capital goods industries. The packaging sector�s performance is
dependent on the underlying credits, raw material structure and pricing power. Due to the fact that resin prices fluctuate with the price of oil,
plastic packaging credits that have resins as their major raw material have struggled. Significant increases in aluminum have caused metal
packaging credits that use aluminum to make cans to struggle. As the cost of the raw materials has dramatically risen, the companies have been
trying to offset these costs with price increases and variable contracts. In the short term, this lag between increasing raw material costs and
increased pricing has hurt margins and profitability, however new variable pricing contracts have shortened the lag. Additionally, high input
costs such as oil, energy, and transportation have also hurt the results. With a market to book ratio on securities in an unrealized loss position of
98%, AEGON is well positioned in the packaging sector.

The environmental sector, which accounts for 4% of the sector, has been hurt by high energy and transportation costs. The sector is very
sensitive to energy costs, as the majority of the business centers around the collection of waste by fleets of trucks. Price initiatives have been
instituted and pricing is catching up to the higher energy costs.

Building products make up 16% of the basic and capital goods industries. The building products sector is highly correlated to the housing
market. Fundamentals have dramatically weakened in the homebuilding sector and the building product sector has come under technical
pressure as order activity has slowed and cancellation rates have increased. The construction machinery industry, which is 6% of the total, has
experienced improving demand due mainly to continued economic expansion. Higher input costs have generally been more than offset by
improved pricing and productivity initiatives. Companies within the diversified manufacturing industry have exposure to a wide variety of
end-markets. Profitability in this industry tends to track overall industrial production trends which continued to show growth throughout 2006.
The unrealized losses in the aerospace/defense sub-sector are primarily interest rate related and there are limited fundamental credit issues in the
sector. The aerospace/defense sub-sector accounts for 11% of the total sector.

While the performance of some of the individual credits and sub sectors was somewhat below expectations, overall, valuations remain largely
stable. The overall market to book ratio on securities in an unrealized loss position is 97%. Since the securities with unrealized losses are trading
so close to par, the market is indicating there is little or no risk of default. The unrealized losses are more a reflection of interest rate movements,
general market volatility and duration than credit related concerns. AEGON evaluated the near-term prospects of the issuers in relation to the
severity and duration of the unrealized loss and does not consider those investments to be impaired as of December 31, 2006.

There are no individual issuers rated below investment grade in this sector which have unrealized loss positions greater than EUR 15 million.

Consumer Cyclical

The consumer cyclical sector covers a range of sub-sectors including autos, home construction, lodging, media, and retailers. These sectors
include some of the largest credit issuers in the market. As a result, AEGON�s absolute exposure is large, but the overall market to book ratio is
97% on all securities in an unrealized loss position.
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The automotive sub sector accounts for approximately 20% of the unrealized loss position. The underlying fundamentals driving sales and
earnings performance continue to be pressured as a result of declining Big 3 market share. The lost market share and high raw material costs
have negatively impacted suppliers. The Big 3 have made progress with their respective restructuring plans to modestly improve credit profiles,
but the pressure to further improve costs and stabilize market share remains. As of December 31, 2006, AEGON USA held EUR 26 million
B-rated shares of General Motors, which carried unrealized losses of EUR 1 million. AEGON USA held EUR 36 million B-rated and EUR
15 million CCC+-rated shares of Ford Motor Company, which carried no unrealized losses. For autos, the overall market to book ratio is 97% on
all securities in an unrealized l
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