Edgar Filing: AEGON NV - Form 20-F/A

AEGON NV
Form 20-F/A

November 14, 2003
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 20-F/A

(Mark One)

REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) OR (g) OF THE SECURITIES
EXCHANGE ACT OF 1934

OR

X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2002

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Table of Contents 1



Edgar Filing: AEGON NV - Form 20-F/A

Commission file number 1-10882

AEGON N.V.
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Table of Contents



Edgar Filing: AEGON NV - Form 20-F/A

Indicate the number of outstanding shares of each of the issuer s classes of capital or common stock as of the close of the period covered by the
annual report: 1,444,579,122 common shares

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirement for the past 90 days. x Yes No ~

Indicate by check mark which financial statement item the registrant has elected to follow.

" Item 17 x Item 18
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EXPLANATORY NOTE

This Form 20-F/A hereby amends Items 3, 4, 5, 6, 7, 10 and 18 of AEGON N.V. s Annual Report on Form 20-F for the fiscal year ended
December 31, 2002, which was filed on March 31, 2003. This amendment includes editorial changes and expanded discussions of information
included in the original report in response to disclosure recommendations of the Staff of the U.S. Securities and Exchange Commission made as
part of a routine review. This amendment also includes certain changes in our U.S. GAAP reconciled figures as described in more detail in Note
5 to our consolidated financial statements included in Item 18 of this Form 20-F/A. None of the changes included in this amendment affect any
figures presented in accordance with Dutch generally accepted accounting principles.

This Form 20-F/A does not reflect events occurring after the filing of the original Form 20-F and does not modify or update the disclosure
therein in any way other than as required to reflect the amendments discussed above.

PRESENTATION OF CERTAIN INFORMATION

AEGON N.V. is referred to in this Annual Report on Form 20-Fas 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 Association andto Vereniging AEGON are to Vereniging AEGON. References to the NYSE are to the New York
Stock Exchange. References to the SEC are to the Securities and Exchange Commission.
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In this Annual Report on Form 20-F, 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. Referencesto $, USD, US$ and US dollars are to the lawful currency of the United States of America, references to NLG
guilders are to the up to January 1, 2002, lawful currency of The Netherlands, 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.

FORWARD-LOOKING STATEMENTS

The statements contained in this Annual Report that are not historical facts are forward-looking statements as defined in the U.S. Private

Securities Litigation Reform Act of 1995. Words such as believe , estimate , intend , may , expect , anticipate , predict , project , count
continue , want , forecast , should , would , isconfident and will and similar expressions as they relate to us are intended to identify such

forward-looking statements. 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 speak only as of their dates.

All forward-looking statements are subject to various risks and uncertainties that could cause actual results to differ materially from
expectations, including, but 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, including:

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

the effects of corporate bankruptcies and/or accounting restatements (such as Enron and WorldCom) on the financial markets and the
resulting decline in 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 affect the profitability of our insurance products;

changes affecting interest rate levels and continuing low interest levels;

changes affecting currency exchange rates, including the euro/US dollar and euro/UK pound exchange rates;

increasing levels of competition in the United States, The Netherlands, the United Kingdom and emerging markets;
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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 and acts of war;

changes in the policies of central banks and/or foreign governments;

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; and

competitive, legal, regulatory, or tax changes that affect the distribution cost of or demand for our products and our failure to
achieve anticipated levels of earnings or operational efficiencies as well as other cost saving initiatives.
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PART I

ITEM 3. KEY INFORMATION

Selected financial data

In the table below, we provide you with our summary historical financial data. We have prepared this information using our consolidated
financial statements for each of the five years ended December 31, 2002.

Our consolidated financial statements are prepared in accordance with generally accepted accounting principles in the Netherlands (Dutch
accounting principles), which differ in certain significant respects from generally accepted accounting principles in the United States (US
GAAP). You can find a description of the significant differences between Dutch accounting principles and US GAAP and a reconciliation of
shareholders equity and net income based on Dutch accounting principles to US GAAP in note 5 of the notes to our consolidated financial
statements in Item 18 of this Annual Report on Form 20-F.

When you read this summary historical financial data, it is important that you read it in conjunction with, and it is qualified by reference to, the
historical financial statements and related notes in Item 18.

All per share amounts have 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, 2002.

Years ended December 31,

2002 2001 2000 1999 1998

(in million EUR, except per share amounts)
Consolidated income statement information:
Amounts based upon Dutch accounting principles!

Premium income 21,356 21,578 20,771 14,980 11,550
Investment income 9,372 9,933 9,612 6,690 5,003
Total revenues>* 31,144 31,895 30,707 22,374 17,179
Income before tax 1,849 3,243 2,839 2,181 1,634
Net income* 1,547 2,397 2,066 1,570 1,247
Net income per common share’

Net income 1.08 1.76 1.57 1.28 1.08
Net income, fully diluted 1.08 1.75 1.55 1.26 1.06
Amounts based upon US GAAP!?

Premium income 10,191 10,214 7,509 5,784 4,928
Investment income 8,640 11,001 12,773 7,013 5,656
Total revenues>* 19,247 21,599 20,654 13,501 11,210
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Income from continuing operations before tax
Net income

Net income per common share’

Basic

Diluted
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(841)
(2,328)

(1.68)
(1.68)

1,158
632

0.46
0.46

3,492
2,716

2.06
2.04

1,950
1,601
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1.29
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Consolidated balance sheet information:
Amounts based upon Dutch accounting principles!
Total assets

Technical provisions

Long-term liabilities (including current portion)
Shareholders equity

Amounts based upon US GAAP!-2

Total assets

Technical provisions

Long-term liabilities (including current portion)
Trust pass-through securities (TRUPS) and monthly income preferred
stock (MIPS)

Shareholders equity

Other:

Life insurance in force

Investment income for the account of policyholders?
Annuity deposits, including GIC/funding agreements?
Share capital

Number of common shares:
Balance at January 1

Stock split

Issuance of shares

Stock dividends

Exercise of options

Balance at end of period

Years ended December 31,

2002 2001 2000 1999 1998
(in million EUR, except per share amounts)
238,206 264,061 244,216 228,808 131,196
197,642 220,523 206,097 190,145 102,959
6,480 7,855 6,528 5,735 3,891
14,231 15,923 12,844 13,543 7,934
268,316 299,603 281,580 262,694 138,083
217,022 240,297 225,602 206,007 108,355
7,220 10,462 15,749 14,770 3,804
491 584 553 512 87
17,554 20,831 18,965 17,050 9,612
1,244,741 1,248,452 1,163,443 972,560 300,466
(11,524) (9,515) (3,495) 13,533 8,466
28,419 26,381 25,506 17,445 6,723
226 224 215 216 185
(in thousands)
1,422,253 1,350,524 668,426 583,180 289,863
668,426 289,863
55,000 82,546

22,326 16,484 13,194 2,319 2,195
245 478 381 1,259
1,444,579 1,422,253 1,350,524 668,426 583,180

Our consolidated financial statements were prepared in accordance with Dutch accounting principles, which differ in certain respects from
US GAAP. See Note 5 to our consolidated financial statements in Item 18 of this Annual Report for information concerning the
differences between Dutch accounting principles and US GAAP.

Reflects adjustments made to certain income statement amounts based on US GAAP in 2002 and 2000 and to certain balance sheet

amounts based on US GAAP at December 31, 2001. The adjustments are described in more detail in Note 5 to our consolidated financial

statements in Item 18 of this Annual Report.

Excluded from the income statements prepared in accordance with Dutch accounting principles are receipts related to investment-type

annuity products and investment income for the account of policyholders. In addition, universal life-type deposits are excluded from

premium revenue in the income statements prepared in accordance with US GAAP.
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Foreign currency items in the consolidated income statements have been converted at weighted average annual rates.

The figures for 1998 through 2000 have not been adjusted for the change in accounting for dividends.

Per share data have 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, 2002. Diluted per share data give effect to all dilutive securities.
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Dividends

AEGON has declared interim and final dividends for the years 1998 through 2002 in the amounts set forth in the table below. Dividends in US
dollars are calculated based on the Midpoint Rate (the rate settled each working day at 14:15 hours by the Dutch Central Bank) on the business
day following the shareholder meeting approving the relevant interim and final dividend.

EUR per common share1 USD per common share1
Year Interim Final Total Interim Final Total
1998 0.21 0.30 0.51 0.23 0.31 0.54
1999 0.25 0.35 0.60 0.27 0.31 0.58
2000 0.30 0.44 0.74 0.27 0.39 0.66
2001 0.37 0.46 0.83 0.33 0.41 0.74

2002 0.37 0.372 0.742 0.36 0.342 0.70?

Paid, at each shareholder s option, in cash or in stock, except 2002 final dividend.

2 The final dividend for 2002 has been proposed to be paid entirely in common shares at the rate of one new common share for every 25

common shares held on the record date.

On August 8, 2002, AEGON declared an interim dividend for 2002 of EUR 0.37 per common share. AEGON has proposed to its Annual
General Meeting of Shareholders, scheduled to occur on April 17, 2003, that the full year 2002 dividend be set at EUR 0.74 per common shares,
resulting in a final dividend for 2002 of EUR 0.37 per common share.

AEGON has proposed that the EUR 0.37 final dividend for 2002 be paid entirely in common shares. The final dividend will entitle holders of
common shares on the record date to receive one new common share for each 25 common shares held. AEGON announced on March 6, 2003
that it is currently considering proposing a dividend for 2003 of EUR 0.40 to be paid in cash or common shares depending on its capital position
at that time.

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 5.0% for 2002. Applying this rate to the

weighted average paid-in capital of our preferred shares during 2002, taking into account the increase in paid-in capital on the preferred shares

as a result of the September 2002 restructuring described in Item 4. Information on the Company Recent Developments and Capital Expenditures
and Divestments , the annual dividend on our preferred shares payable for 2002 will be EUR 30 million, as compared to an annual dividend in
2001 prior to such restructuring of EUR 3 million. The rate for annual dividends on preferred shares in 2003, as determined on January 2, 2003,

is 4.5% and the annual dividend on preferred shares for 2003, based on the paid-in capital on the preferred shares on January 2, 2003, will be

EUR 95 million.

Exchange Rates
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On January 1, 1999, the Dutch guilder became a component of the euro. The exchange rate at which the guilder has been irrevocably fixed
against the euro is EUR 1 = NLG 2.20371.

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 affect 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 on conversion of any cash dividends paid in euros on our common
shares.
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As at March 25, 2003 the USD exchange rate! was EUR 1 = USD 1.0673

The high and low exchange rates! for the US dollar per euro for each of the last six months through February 2003 are set forth below:

Sept. 2002 Oct. 2002 Nov. 2002 Dec. 2002 Jan. 2003 Feb. 2003

High (USD per EUR) 0.9959 0.9881 1.0139 1.0485 1.0861 1.0875
Low (USD per EUR) 0.9685 0.9708 0.9895 0.9927 1.0361 1.0708

The average exchange rates' for the US dollar per euro for the five years ended December 31, 2002, calculated by using the average of the
exchange rates on the last day of each month during the period, are set forth below:

Average
Year ended December 31, rate
1998 1.1116
1999 1.0588
2000 0.9207
2001 0.8909
2002 0.9495

! 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.

Risk Factors

Relating to AEGON s Business

Interest rate volatility in the form of rapid increases or sustained high or low interest rate levels may adversely affect our profitability and
shareholders equity

In periods of rapidly increasing or sustained high interest rates, policy loans and surrenders and withdrawals may tend to increase as
policyholders seek investments with higher perceived returns. This activity may result in cash payments by us requiring that we sell invested
assets at a time when the prices of those assets are adversely affected by the increase in market interest rates, which may result in realized
investment losses. Regardless of whether we realize an investment loss, these cash payments would result in a decrease in our total invested
assets and a decrease in our net income. Among other things, premature withdrawals may also cause us to accelerate amortization of policy
acquisition costs, which would also reduce our net income.
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Conversely, during periods of sustained low interest rates, life insurance and annuity products may be relatively more attractive to consumers,
resulting in increased premium payments on products with flexible premium features, and a higher percentage of insurance policies remaining in
force from year to year. During such a period, investment earnings may be lower because the interest earnings on new fixed income investments
will likely have declined with the market interest rates. In addition, mortgages and redeemable bonds in the investment portfolio are more likely
to be repaid as borrowers seek to borrow at lower interest rates, and we may be required to reinvest the proceeds in securities bearing lower
interest rates. Accordingly, during periods of sustained low interest rates, our net income may decline as a result of a decrease in the spread
between either the interest rates credited to policyholders or the rates assumed in reserves, and returns on the investment portfolio. See Item 11,
Quantitative and Qualitative Disclosure about Market Risk , of this Annual Report for a detailed sensitivity analysis discussion.

The profitability of spread-based business depends in large part upon the ability to manage interest rate spreads, and the credit and other risks
inherent in the investment portfolio. Investment income from general account fixed income investments for the years 2000, 2001 and 2002 was
EUR 8.7 billion, EUR 8.8 billion and EUR 8.3 billion, respectively. The value of the related general account fixed income investment portfolio
at the
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end of the years 2000, 2001 and 2002 was EUR 109 billion, EUR 128 billion and EUR 124 billion, respectively. We may not be able to
successfully manage interest rate spreads or the potential negative impact of those risks.

A decline in the equity securities markets may adversely affect our profitability and shareholders —equity as well as our sales of savings and
investment products and the amount of assets under management

Fluctuations in the equity securities markets and other economic factors have adversely affected and may continue to adversely affect our
profitability as well as our sales of our separate account unit linked products, pension products, variable annuities, variable life insurance, and
mutual funds. The level of volatility in the markets in which we invest and the overall investment returns earned in those markets also affect our
profitability and can reduce our shareholders equity. Significant terrorist actions, as well as general economic conditions, have led to and may
continue to result in significant decreases in the value of the equity securities in which we invest. Realized losses or impairment losses are, under
Dutch accounting principles, transferred from the unrealized part of the revaluation account to the realized part of the revaluation account. In
2002 and 2001, declines in equity securities held in our general account resulted in the recognition of impairment losses of EUR 1.057 billion
and EUR 36 million, respectively.

Additionally, equity market declines have required and may continue to require us to accelerate amortization of policy acquisition costs and to
establish additional reserves for minimum guaranteed benefits, which reduces our net income and shareholders equity. These market conditions
may also significantly reduce the popularity of our savings and investment products, which could lead to lower sales and net income. During
2002, AEGON recognized accelerated amortization of deferred policy acquisition costs of EUR 450 million and increased provisions for
products with guaranteed minimum benefit reserves of EUR 482 million.

Differences between actual claims experience and underwriting and reserve assumptions may require liabilities to be increased

Our earnings depend significantly upon the extent to which our actual claims experience is consistent with the assumptions we use in setting the
prices for products and establishing the liabilities for obligations for technical provisions and claims. To the extent that our actual claims
experience is less favorable than the underlying assumptions used in establishing such liabilities, we may be required to increase our liabilities,
which may reduce our net income. In addition, certain acquisition costs related to the sale of new policies and the purchase of policies already in
force have been recorded as assets on the balance sheet and are being amortized into income over time. If the assumptions relating to the future
profitability of these policies (such as future claims, investment income and expenses) are not realized, the amortization of these costs could be
accelerated and may even require write-offs due to unrecoverability. This could have a material adverse effect on our business, results of
operations and financial condition.

Fluctuations in currency exchange rates may affect our reported results of operations

As an international life insurance company, we are subject to currency risk. Equity held in subsidiaries is kept in local currencies to the extent
shareholders equity is required to satisty regulatory and self-imposed capital requirements. We hold the remainder of our capital base (capital
securities, subordinated and senior debt) in various currencies in amounts we believe correspond approximately to the book value of our
activities in those currencies to minimize any impact on our equity ratios. Currency risk in the investment portfolios is managed using
asset/liability matching principles. In 2000, we discontinued hedging the income streams from the main non-Dutch units and, as a result, our
earnings may fluctuate due to currency translation. As we have significant business segments in the Americas and in the United Kingdom, the
principal sources of exposure we have to currency fluctuations are from the differences between the U.S. dollar and the euro and between the
UK pound and the euro. We may experience significant changes in our net income and equity because of the fluctuations in currency exchange
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rates between the U.S. dollar and the euro and the UK pound and the euro. For the Americas segment (which primarily conducts its business in
U.S. dollars), our total revenues and net income in 2002
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amounted to EUR 17.4 billion and EUR 967 million, respectively. For the United Kingdom segment (which primarily conducts its business in
UK pounds), our total revenues and net income in 2002 amounted to EUR 6.6 billion and EUR 178 million, respectively. On a consolidated
basis, these two segments represented 77% of the total revenues and 74% of the net income for the year 2002. Additionally, we borrow in
various currencies to hedge the currency exposure arising from our operations. We seek to align our borrowings to our capital in units. At
December 31, 2002 and at June 30, 2003 we had borrowed amounts in proportion to the currency mix of our capital in units, which was
denominated approximately 72% in U.S. dollars, 14% in UK pounds and 14% in euro.

A downgrade in ratings may increase policy surrenders and withdrawals, adversely affect relationships with distributors and negatively affect
our results of operations

Claims paying ability and financial strength ratings are factors in establishing the competitive position of insurers. A rating downgrade (or the
potential for such a downgrade) of us or any of our rated insurance subsidiaries could, among other things, materially increase the number of

policy surrenders and withdrawals by policyholders of cash values from their policies, adversely affect relationships with broker-dealers, banks,
agents, wholesalers and other distributors of our products and services, negatively impact new sales, and adversely affect our ability to compete

and thereby have a material adverse effect on our business, results of operations and financial condition. Negative changes in credit ratings may
increase our cost of funding. On April 8, 2003, Standard and Poor s Ratings Services lowered its counterparty credit rating on AEGON s senior
debt from AA- to A+ , with a stable outlook. Standard and Poor s credit rating of AEGON s subordinated debtis A . On December 12, 2002,
Moody s lowered its rating on AEGON s senior unsecured debt from Aa3 to A2 with a negative outlook.

Changes in government regulations in the countries in which we operate may affect our profitability

Our insurance business is subject to comprehensive regulation and supervision in all countries in which we operate. The primary purpose of such
regulation is to protect policyholders, not holders of our securities. Changes in existing insurance laws and regulations may affect the way in
which we conduct our business and the products we may offer. For example, we expect our U.S. sales to be affected by the new amendments to
the Federal Trade Commission Telemarketing Sales Rule as approximately 17% of AEGON USA new health insurance sales in 2002 were
generated by telemarketing in the United States. The amendments to the rule, the majority of which went into effect on March 31, 2003, prevent
telemarketers from targeting potential customers who have elected to be included in a national do not call list. Moreover, some states also have
state-wide do not call lists. In addition, changes in pension and employee benefit regulation, social security regulation, financial services
regulation, taxation and the regulation of securities products and transactions may also adversely affect our ability to sell new policies or our
claims exposure on existing policies. Additionally, the insurance laws or regulations adopted or amended from time to time may be more
restrictive or may result in higher costs than current requirements.

Litigation and regulatory investigations may adversely affect our business, results of operations and financial condition

We face significant risks of litigation and regulatory investigations and actions in connection with our activities as an insurer, securities issuer,
employer, investment advisor, investor and taxpayer. Lawsuits, including class actions and regulatory actions may be difficult to assess or
quantify, may seek recovery of very large and/or indeterminate amounts, including punitive and treble damages, and their existence and
magnitude may remain unknown for substantial periods of time. A substantial legal liability or a significant regulatory action could have a
material adverse effect on our business, results of operations and financial condition.

Defaults in our fixed maturity and mortgage loan portfolios may adversely affect profitability
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Issuers of fixed maturity securities and mortgage loan borrowers have defaulted and may continue to default on principal and interest payments
with respect to securities we hold. These issuers have defaulted and may
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continue to default on their obligations to us due to bankruptcy, lack of liquidity, downturns in the economy or real estate values, operational
failure or other reasons. Recent poor economic and investment climate in our major markets have resulted in an increase in investment
impairments on our investment assets due to defaults and overall declines in the securities markets. A continuation of or increase in defaults on,
or other reductions in the value of, these securities could have a material adverse effect on our business, results of operations and financial
condition.

Liquidity risk of certain investment assets

Our investments in privately placed securities, mortgage loans, real estate, including real estate joint ventures and other limited partnership
interests are relatively illiquid. If we require significant amounts of cash on short notice in excess of our normal cash requirements, we may have
difficulty selling these investments at attractive prices, in a timely manner, or both. These assets amounted to EUR 45.5 billion or 34.9% of
general account investments at the end of 2002 (and EUR 53.0 billion, or 38.3% in 2001). Investment income from these assets amounted to
EUR 3.1 billion, EUR 3.5 billion and EUR 3.3 billion, representing 32.6%, 34.9% and 34.0% of total general account investment income for the
years 2002, 2001 and 2000, respectively. We realized impairment losses of EUR 217.4 million, EUR 162.4 million and EUR 27.3 million on
these assets in the years 2002, 2001 and 2000, respectively.

We may be unable to manage our risks successfully through derivatives

We are exposed to currency fluctuations, changes in the fair value of our investments, the impact of interest rate changes and changes in
mortality and longevity. We use common derivative financial instruments such as interest rate swaps, options, futures and foreign exchange
contracts to hedge our exposures related to both investments backing our insurance products and company borrowings. We may not be able to
manage successfully through the use of derivatives the risks to which we are exposed. In addition, a counterparty may fail to honor the terms of
its derivatives contracts with us. Our inability to manage our risks successfully through derivatives or a counterparty s failure to honor its
obligations to us could have a material adverse effect on our business, results of operations and financial condition.

State statutes and/or foreign country regulators may limit the aggregate amount of dividends payable by our subsidiaries to us, thereby limiting
our ability to make payments on debt obligations

Our ability to make payments on debt obligations and pay certain operating expenses is dependent upon the receipt of dividends from our
subsidiaries. Certain of these subsidiaries have regulatory restrictions which can limit the payment of dividends.

Tax law changes may adversely affect the sale and ownership of insurance products

Insurance products enjoy certain tax advantages, particularly in the United States and The Netherlands, which permit the tax-deferred
accumulation of earnings on the premiums paid by the holders of annuities and life insurance products. Taxes, if any, are payable on
accumulated tax-deferred earnings when earnings are actually paid. The US Congress has, from time to time, considered possible legislation that
would eliminate the deferral of taxation on the accretion of value within certain annuities and life insurance products. In addition, the US
Congress passed legislation in 2001 that provided for reductions in the estate tax and the possibility of permanent repeal of the estate tax
continues to be discussed, which could have an impact on insurance products and sales in the United States. Recent changes in tax laws in The
Netherlands have reduced the attractiveness of certain of our individual life products. The current administration in The Netherlands has
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indicated that it is contemplating further changes in law that would eliminate the tax advantages of certain of our products, including group
savings products. Any changes in US or Dutch tax law affecting our products could have a material adverse effect on our business and results of
operations.
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Competitive factors may adversely affect our market share

Competition in our business segments is based on service, product features, price, commission structure, financial strength, claims paying
ability, ratings and name recognition. We face intense competition from a large number of other insurers, as well as non-insurance financial
services companies such as banks, broker-dealers and asset managers, for individual customers, employer and other group customers and agents
and other distributors of insurance and investment products. The recent consolidation in the global financial service industry has also enhanced
the competitive position of some of our competitors by broadening the range of their products and services, and increasing their distribution
channels and their access to capital. In addition, development of alternative distribution channels for certain types of insurance and securities
products, including through the Internet, may result in increasing competition as well as pressure on margins for certain types of products. These
competitive pressures could result in increased pricing pressures on a number of our products and services, particularly as competitors seek to
win market share, and may harm our ability to maintain or increase our profitability.

AEGON ranks fifth overall in the U.S. life insurance market based upon total life net written premiums. AEGON ranks third in individual
annuities, fourth in group annuities, seventh in ordinary life and first in synthetic Guaranteed Investment Contracts. Our major competitors in the
United States include AIG, Hartford, ING, Metropolitan, John Hancock, Jefferson-Pilot, Nationwide and Prudential. In Canada, AEGON ranks
second in the universal life market, third in the traditional life market and fourth in the segregated funding insurance market based upon new
sales. Our primary competitors in Canada are AIG, Industrial Alliance, Clarica, Great West Life, Sun Life and Manulife. In the Netherlands,
AEGON is the second largest life insurer based on gross life premium income with a 14% market share compared to a 21% market share for
ING. Our other major competitors include ASR Fortis, Interpolis and Delta Lloyd. In the United Kingdom, AEGON has a top five position in
the independent financial advisor channel for group and individual pensions. AEGON UK faces strong competition in all its markets from two
key sources: life and pension companies and investment management houses. Our key competitors in the U.K. primary pension market are
Standard Life, Aviva, Prudential UK, Friends Provident and AXA. Our main competitors in the U.K. retail investment market are typically the
investment management houses (e.g., Fidelity, Merrill Lynch, Henderson etc). In Hungary, our major competitors include Allianz,
Generali-Providencia, ING and OPT Garancia.

We may be unable to retain personnel who are key to our business

As a global financial services enterprise with a decentralized management structure, we rely, to a considerable extent, on the quality of local
management in the various countries in which we operate. The success of our operations is dependent, among other things, on our ability to
attract and retain highly qualified professional personnel. Competition for key personnel in most countries in which we operate is intense. Our
ability to attract and retain key personnel, and in particular senior officers, experienced portfolio managers, mutual fund managers and sales
executives, is dependent on a number of factors, including prevailing market conditions and compensation packages offered by companies
competing for the same talent, which may offer compensation packages that include considerable equity-based incentives through stock option
or similar programs.

Judgments of US courts may not be enforceable against us

Judgments of US courts, including those predicated on the civil liability provisions of the federal securities laws of the United States, may not be
enforceable in Dutch courts. As a result, our shareholders that obtain a judgment against us in the United States may not be able to require us to
pay the amount of the judgment. It may, however, be possible for a U.S. investor to bring an original action in a Netherlands court to enforce
liabilities against us, or our affiliates, directors, officers or any expert named herein, who reside outside the United States, based upon the U.S.
federal securities laws.
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Reinsurers to whom we have ceded risk may fail to meet their obligations

Our insurance subsidiaries cede premiums to other insurers under various agreements that cover individual risks, group risks or defined blocks

of business, on a co-insurance, yearly renewable term, excess or catastrophe excess basis. These reinsurance agreements spread the risk and
minimize the effect of losses. The amount of each risk retained depends on evaluation of the specific risk, subject, in certain circumstances, to
maximum limits based on characteristics of coverage. Under the terms of the reinsurance agreements, the reinsurer agrees to reimburse for the

ceded amount in the event the claim is paid. However, our insurance subsidiaries remain liable to their policyholders with respect to ceded

insurance if any reinsurer fails to meet the obligations assumed by it. See Item 18, Financial Statements Schedule to Financial

Statements Reinsurance , of this annual report for a table showing life insurance in force amounts on a direct, assumed and ceded basis for 2000,
2001 and 2002. See also Item 18, Financial Statements , Notes 1.14 and 1.15 of this annual report for the amount of reserve reduction taken at
each balance sheet date for reinsurance ceded.

In accordance with industry practices, AEGON reinsures a portion of its life insurance exposure with unaffiliated insurance companies under
traditional indemnity reinsurance arrangements. Approximately 33% of our total direct and assumed (for which we act as a reinsurer for others)
life insurance in force is ceded to other insurers. In the United States, Transamerica Reinsurance retrocedes a significant portion of the risk it
assumes. The major reinsurers of AEGON USA are Manulife Reinsurance Limited, RGA Reinsurance Company, Clarica Life Insurance
Company, Munich American Reassurance Company, European Re of Zurich, Security Life of Denver and Swiss Re. The major reinsurers of
AEGON UK include GE Frankona, Merrill Lynch Pensions, Invesco Pensions, Braillie Gifford Life, Barclays Global Investors Pensions and
Deutsche Asset Management Life and Pensions. The major reinsurers for non-life insurance for AEGON The Netherlands are Partners Re,
Parijs, Swiss Re, Zurich, A veen and GE Frankona. The major reinsurers of AB-AEGON, in Hungary, are Swiss Re and Miinich Re. AEGON
Spain s major reinsurers are Muchener, Nacional, General Re and Frankona.

We may have difficulty managing our expanding operations and we may not be successful in acquiring new businesses or divesting existing
operations

In recent years we have effected a number of acquisitions and divestitures around the world and we may make further acquisitions and
divestitures in the future. Growth by acquisition involves risks that could adversely affect our operating results and financial condition, including
the diversion of financial and management resources from existing operations, difficulties in assimilating the operations, technologies, products
and personnel of the acquired company, significant delays in completing the integration of acquired companies, the potential loss of key
employees or customers of the acquired company, potential losses from unanticipated litigation, and tax and accounting issues.

Our acquisitions could result in the incurrence of additional indebtedness, costs, contingent liabilities and amortization expenses related to
goodwill and other intangible assets. Divestitures of existing operations could result in our assuming or retaining certain contingent liabilities.
All of the foregoing could materially adversely affect our businesses, financial condition and results of operations. Future acquisitions may also
have a dilutive effect on the ownership and voting percentages of existing shareholders.

There can be no assurance that we will successfully identify suitable acquisition candidates or that we will properly value acquisitions we make.
We are unable to predict whether or when any prospective acquisition candidate will become available or the likelihood that any acquisition will
be completed once negotiations have commenced.

Risks Relating to our Common Shares
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Our share price could be volatile and could drop unexpectedly, and you may not be able to resell your common shares at or above the price you
paid

The price at which our common shares will trade will be influenced by a large number of factors, some of which will be specific to us and our
operations and some of which will be related to the insurance industry and equity markets generally. As a result of these factors, you may not be
able to resell your common shares at or
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above the price which you paid for them. In particular, the following factors, in addition to other risk factors described in this section, may have
a significant impact on the market price of our common shares:

investor perception of our company, including actual or anticipated variations in our revenues or operating results;

announcement by us of intended acquisitions, disposals or financings or speculation about such acquisitions, disposals or financings;

changes in our dividend policy, which could result from changes in our cash flow and capital position;

sales of blocks of our shares by significant shareholders, including Vereniging AEGON;

a downgrade or rumored downgrade of our credit or financial strength ratings, including placement on credit watch;

potential litigation involving us or the insurance industry generally;

changes in financial estimates and recommendations by securities research analysts;

fluctuations in foreign exchange rates and interest rates;

the performance of other companies in the insurance sector;

regulatory developments in The Netherlands, the United States, the United Kingdom and other countries;

international political and economic conditions, including the effects of terrorist attacks, military operations and other
developments stemming from such events and the uncertainty related to these developments;

news or analyst reports related to our markets or industries in which we operate; and

general market conditions.

The high and low sales prices of our common shares on Euronext Amsterdam were EUR 29.23 and EUR 9.04 respectively in 2002 and EUR
13.47 and EUR 5.87 respectively in the first nine months of 2003. The high and low sales prices of our common shares on the NYSE were U.S.$
26.00 and U.S.$ 8.88 respectively in 2002 and U.S.$ 14.27 and U.S. $ 6.46 respectively in the first nine months of 2003. All share prices have
been adjusted for the 2002 share dividend.

We and our significant shareholders may offer additional common shares in the future, and these and other sales may adversely affect the
market price of our outstanding common shares
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It is possible that we may decide to offer additional common shares in the future, for example to effect an acquisition. In connection with
Vereniging AEGON s refinancing in September 2002, it entered into an equity repurchase facility ( Repo Facility ) and a back-up credit facility
( Back-up Facility ). As is customary in these repurchase agreements, if sufficient collateral is not maintained by Vereniging AEGON (which in
this case is based on the number of common shares and the prevailing share price) and amounts are not available under the Back-up Facility, the
lenders under the Repo Facility may dispose of our common shares held by them under the Repo Facility in order to satisfy amounts

outstanding. An additional offering of common shares by us, sales of common shares by significant shareholders or by lenders to Vereniging
AEGON, or the public perception that an offering or such sales may occur, could have an adverse effect on the market price of our common
shares. As of September 30, 2003, the total authorized share capital of AEGON consisted of 3,000,000,000 common shares, par value euro 0.12
per share, and 1,000,000,000 preferred shares A and B, par value euro 0.25 per share. All AEGON s outstanding common shares are freely
tradable in The Netherlands, and all shareholders, including large shareholders such as Vereniging AEGON, are free to resell their shares in The
Netherlands at any time.
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Our largest shareholder, Vereniging AEGON, holds a large percentage of our voting shares and therefore has significant influence over our
corporate actions

Prior to September 2002, Vereniging AEGON, our largest shareholder, beneficially owned approximately 52% of our voting shares and thus
held voting control over us. In September 2002, Vereniging AEGON reduced its beneficial ownership to approximately 33% of our voting
shares (excluding treasury shares). Pursuant to the 1983 Merger Amendment between AEGON and Vereniging AEGON, as amended,
Vereniging AEGON may purchase as many class B preferred shares as would enable it to prevent or correct a dilution to below 33% of our
voting shares caused by a new issuance of shares by AEGON. The option granted to Vereniging AEGON permits it to purchase up to a
maximum of the non-issued part of the class B preferred shares included from time to time in AEGON s authorized capital if necessary to
prevent or correct such dilution below 33% of our voting shares. The class B preferred shares will be issued at an exercise price equal to their
par value (euro 0.25), unless otherwise agreed. On September 19, 2003, Vereniging AEGON exercised its option to purchase 10,220,000
preferred shares at par value to correct dilution caused by AEGON s recent share dividend.

In addition, we have implemented certain changes to our corporate governance structure and our relationship with Vereniging AEGON pursuant
to which Vereniging AEGON s voting power under normal circumstances, based on the current numbers of outstanding and voting shares, was
reduced to approximately 23%, including the 10,220,000 shares purchased on September 19, 2003, of the votes exercisable in our general
meeting of shareholders. However, this reduction in voting percentage is not applicable in all circumstances. In certain limited circumstances
(such as the acquisition of 15% of our voting shares, a tender offer for our shares or a proposed business combination, each by any person or
group of persons whether individually or acting as a group, other than in a transaction approved by the Executive Board and Supervisory Board),
Vereniging AEGON s voting rights will increase to approximately 33%.

Consequently, Vereniging AEGON may have substantial influence on the outcome of corporate actions requiring shareholder approval,
including:

adopting amendments to our articles of incorporation;

approving a consolidation or liquidation;

approving a tender offer, merger, sale of all or substantially all of our assets or other business combination;

in particular during the periods when the Association is entitled to exercise its increased voting rights, it will have sufficient voting
power to veto any proposal relating to the following matters:

rejecting Supervisory Board nominations for membership on the Supervisory Board and Executive Board;

appointing an Executive Board or Supervisory Board member other than pursuant to Supervisory Board nomination; and

suspending or removing an Executive Board or Supervisory Board member other than pursuant to a Supervisory Board proposal.

Currency fluctuations may adversely affect the trading prices of our common shares and the value of any cash distributions we make
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Because our common shares listed on Euronext Amsterdam are quoted in euro and our common shares listed on the NYSE are quoted in US
dollars, fluctuations in exchange rates between the euro and the US dollar may affect the value of your investment. In addition, we declare cash
dividends in euro, but pay cash dividends, if any, on our New York Shares in US dollars based on an exchange rate set the business day
following the shareholder meeting approving the dividend. As a result, fluctuations in exchange rates may affect the value of any cash dividends
you receive.
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Convertible securities (or other securities that permit or require us to satisfy our obligations by issuing common shares) that we have issued or
may issue may influence the market price for our common shares

Any market that develops for convertible securities or other securities that permit or require us to satisfy our obligations by issuing common
shares that we have issued or may issue in the future would be likely to influence, and be influenced by, the market for our common shares. For
example, the price of our common shares could become more volatile and could be depressed by investors anticipation of the potential resale in
the market of substantial amounts of our common shares received at the maturity or acceleration of any convertible securities (or other such
securities) we have issued by investors who view such convertible securities (or other such securities) as a more attractive means of participation
in our equity and by hedging or arbitrage trading activity that may develop involving such convertible securities (or other such securities) and
our common shares. Any such developments could negatively affect the value of our common shares.

ITEM 4. INFORMATION ON THE COMPANY

History and Development of the AEGON Group

AEGON N.V., domiciled in the Netherlands, is a limited liability stock company organized under Dutch law.

AEGON N.V. was formed in 1983 through the merger of AGO and Ennia, both of which were successors to insurance companies founded in the
1800 s.

Our headquarters are located at:
AEGONDlein 50

PO Box 202

2501 CE The Hague

The Netherlands

Telephone number: + 31 70 344 3210

Internet site: www.aegon.com

The AEGON Group, through its member companies, is a leading international insurance group with its headquarters in The Hague, the
Netherlands. The principal market for AEGON s common shares is Euronext Amsterdam. AEGON s common shares are also listed on the NYSE
and the Frankfurt, London, and Tokyo exchanges as well as the SWX Swiss Exchange. Ranked by total assets as at December 31, 2001 (source:
The Wall Street Journal, October 14, 2002), the AEGON Group is one of the world s ten largest listed insurance groups. The AEGON Group has
major operations in the United States, the Netherlands, the United Kingdom and Canada. The AEGON Group is also present in Hungary, Spain,
Taiwan, Germany, Belgium and China and has representative offices in India and Japan. With roots dating back 150 years, the AEGON Group

has extensive experience in the insurance industry. Crucial differences exist in local markets and for this reason the AEGON Group emphasizes
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a decentralized organization structure. Our operating companies, with knowledgeable and experienced local management and employees, market
their own unique products using tailored distribution channels.

AEGON faces intense competition from a large number of other issuers, as well as non-insurance financial services companies such as banks,
broker-dealers and asset managers, for individual customers, employer and other group customers and agents and other distributors of insurance
and investment products.

Close to 90% of the AEGON Group s core business is life insurance and pension-related savings and investment products. The AEGON Group is
also active in accident and health insurance, property and casualty insurance and limited banking activities. Consistent with a policy of spreading
risks to achieve reliable performance, we seek to maintain a good balance of business within the AEGON Group, both geographically and

among product groups.
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The AEGON Group has the following reportable geographic segments: Americas, the Netherlands, the United Kingdom and Other countries,
which include Hungary, Spain, Taiwan and a number of other smaller countries (Germany and Belgium).

For information on our business segments, see Note 3, Segment Information , to our financial statements in Item 18 of this Annual Report. The
business activities of our principal subsidiaries are more fully described within the country sections that follow.

Strategy

Our strategy can be summarized as follows:

Commitment to Core Business

Insurance with a strong emphasis on life insurance, pensions and related savings and investment products. AEGON (AEGON NV or its
subsidiaries as appropriate) focuses on the financial protection and asset accumulation needs of its clients.

Decentralized Organization

Multi-domestic and multi-branded approach, giving a high degree of autonomy to the management of the individual country and business units,
encouraging entrepreneurial spirit and action. AEGON requires local management to run local businesses.

Emphasis on Profitability

Earnings per share growth of on average 10% per annum; the minimum return on investment is set to earn adequate returns well in excess of the
cost of capital on the pricing of new business and acquisitions. Divestments of non-core activities and underperformers, and disciplined expense
management are key to the achievement of these objectives.

International Expansion

AEGON supplements its autonomous growth with selective acquisitions and partnerships, which are preferred in countries where AEGON
already has a presence in order to build scale and enhance distribution.
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Recent Developments and Capital Expenditures and Divestments

Restructuring of Relationship with the Association

In September 2002, AEGON effected a non-dilutive capital restructuring whereby the Association sold 350 million common shares, of which
143.6 million common shares were sold by the Association directly in a secondary offering outside the United States and 206.4 million shares
were purchased by AEGON from the Association and subsequently sold by AEGON in a global offering. The purchase price for the
206,400,000 common shares sold by the Association to AEGON was EUR 2,064,000,000, which amount the Association contributed as
additional paid-in capital on AEGON s existing preferred shares, all of which the Association holds. The Association and AEGON agreed to set
off their respective payment obligations to each other; accordingly, no cash was exchanged between the Association and AEGON as part of
these transactions. As a result of these transactions, the Association s beneficial ownership interest in our common shares decreased from
approximately 37% to approximately 12% and its beneficial ownership interest in our voting shares (which includes our common shares and
preferred shares) decreased from approximately 52% to approximately 33% (excluding treasury shares).
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On May 9, 2003, AEGON s shareholders approved certain changes to AEGON s corporate governance structure and AEGON s relationship with
the Association in an extraordinary general meeting of shareholders. AEGON s articles of incorporation were subsequently amended on May 26,
2003. The Association s interest in AEGON s voting share capital has changed in the following ways:

The 440,000,000 preferred shares in AEGON s share capital formerly held by the Association have been converted into 211,680,000
new preferred shares and re-denominated as class A preferred shares. The nominal value of the class A preferred shares has been
adjusted proportionately per preferred share from EUR 0.12 to EUR 0.25. The paid-in capital per share has been adjusted
proportionally per new class A preferred share so that the aggregate paid-in capital remains unchanged.

The voting power associated with each remaining preferred share (including the class A preferred shares held by the Association and
the class B preferred shares issuable to the Association under the option agreement discussed below) has been adjusted proportionately
to 2.08 votes per preferred share.

AEGON and the Association have entered into a voting rights agreement, pursuant to which the Association has voluntarily
relinquished its right to cast 2.08 votes per class A preferred share or class B preferred share. Instead, the Association has agreed to
cast one vote per preferred share, except in the event of a special cause (such as the acquisition of 15% of our voting shares, a tender
offer for our shares or a proposed business combination by any person or group of persons whether individually or as a group, other
than in a transaction approved by the Executive Board and Supervisory Board). In the event a special cause has occurred, the
Association will retain its right to exercise the full voting power of 2.08 votes per preferred share. Accordingly, the Association s
voting powers under normal circumstances, based on the number of outstanding and voting shares on September 19, 2003, is
approximately 23%, including the 10,220,000 shares purchased on September 19, 2003 (discussed below), of the votes exercisable in
AEGON s general meeting of shareholders. In the event of a special cause , the Association s voting rights will increase to
approximately 33% for up to six months per special cause . The Association will determine in its sole discretion whether a  special
cause exists and if it is of the opinion thata special cause exists, it will communicate this to the general meeting of shareholders. The
voting rights agreement can be amended only with the approval of AEGON s general meeting of shareholders.

AEGON and the Association have amended their existing option agreement, which formerly gave the Association the right to acquire
additional preferred shares to prevent dilution of interest in AEGON s voting share capital to below 50% as a result of a new share
issuance by AEGON. Under the option agreement, as amended on May 26, 2003, the Association may purchase as many class B
preferred shares as would enable it to prevent or correct a dilution to below 33% of AEGON s voting shares caused by a new issuance
of shares by AEGON. The option granted to the Association permits it to purchase up to a maximum of the non-issued part of the class
B preferred shares included from time to time in AEGON s authorized capital if necessary to prevent or correct such dilution below
33% of AEGON s voting shares. The class B preferred shares will be issued at an exercise price equal to their par value (euro 0.25),
unless otherwise agreed. On September 19, 2003, the Association exercised its option to purchase 10,220,000 preferred shares at par
value to correct dilution caused by AEGON s recent share dividend.

Capital Expenditures and Divestitures

In the course of 2002, AEGON announced the acquisition in whole or in part of several independent advisory companies in the United Kingdom.
The purchases were realized through AEGON UK plc and form part of the strategic goal to invest in distribution capability in the UK market.

On December 2, 2002 AEGON announced that an agreement had been reached with Paramount Life & General Insurance Corporation in the
Philippines for the immediate transfer of AEGON s activities in the
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Philippines. The agreement includes the transfer of the existing book of business. Approval of the relevant regulatory authorities has been
received for this transaction.

On September 5, 2002, AEGON and La Mondiale, a French mutual life insurance company that specializes in life insurance and pensions,
announced that they had entered into an alliance for the development of new pension ventures in Europe. To effectuate this alliance, AEGON on
December 26, 2002 acquired a 20% participation in La Mondiale Participations, the holding company under which the non-mutual activities of
La Mondiale have been grouped. The agreement provides for extension of the participation to 35% in the next few years.

On May 9, 2002, AEGON and the China National Offshore Oil Corporation (CNOOC) announced the establishment of a joint venture for life
insurance activities in China. CNOOC and AEGON entered this joint venture as equal partners and will each contribute 50% to the joint
venture s initial capital base of approximately EUR 27 million. The joint venture s headquarters will be located in Shanghai and, subject to
receiving regulatory approval, will commence operations in the course of 2003.

Effective December 31, 2001 the AEGON Group sold its partnership interests in two Mexican companies, Seguros Banamex AEGON (a
provider of life insurance) and Afore Banamex AEGON (a provider of pension fund management) for USD 1.24 billion to Citigroup s Grupo
Financiero Banamex in Mexico. In addition, AEGON received USD 40 million as dividends on the 2001 profits of the joint venture companies.

AEGON s subsidiary, Life Insurance (Taiwan) Inc. and AXA National Mutual in Taiwan reached an agreement on October 10, 2001 for the
acquisition by Life Insurance (Taiwan) Inc. of AXA s Taiwanese life insurance activities. The acquisition was completed at the end of 2001.

In March 2001, the AEGON Group announced the acquisition through a US subsidiary of J.C. Penney s Direct Marketing Services operations for
USD 1.3 billion in cash. As part of the agreement, J.C. Penney and AEGON, through its Commonwealth General subsidiary, entered into a
15-year strategic marketing alliance designed to offer an expanded range of financial and membership services products to J.C. Penney

customers. The J.C. Penney Direct Marketing Services businesses operate as a part of the AEGON USA companies. AEGON paid for the
acquisition in cash. The transaction was financed with the proceeds of an equity offering of 55 million AEGON common shares on May 30,

2001.

In March 2000, AEGON announced the sale of its banking subsidiary, Labouchere, to Dexia for approximately EUR 900 million. The
transaction was completed in August 2000. Only the first quarter net earnings from Labouchere, totalling EUR 31 million, were included in
AEGON s results for 2000.

Business Overview

Product-line Overview

General Account Products
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With general account life insurance products, AEGON carries the investment risk, earns a spread (the difference between investment
performance and crediting rates to the customers) and realizes mortality results

Traditional Life Products. Traditional life products contributed 79% of AEGON s income before tax in 2002. These products are marketed to
individuals, pension funds, companies and banks, through (independent) agents, brokers, direct response, worksite marketing and financial
institutions in the United States, the Netherlands, the United Kingdom, Canada, Hungary, Spain and Taiwan.

Permanent life insurance provides life-long financial protection. Most permanent policies have a cash value feature with minimum rate
guarantee that accumulates tax-deferred over the life of the policy and can be used to
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help fund financial goals, particularly in retirement. Whole life insurance is a common form of permanent life insurance where premiums
generally remain constant over the life of the policy. Universal life insurance is another form of permanent life insurance that has either a
flexible or single premium. The contract has an adjustable benefit feature that allows the customer great flexibility on when to pay premiums and
the amount of the premium, subject to a minimum and a maximum. In general, the more the customer pays in premium, the greater the cash
value will be. The interest rate at which the cash value accumulates is adjusted periodically. Universal life insurance has a stated minimum
interest rate that will be paid on the policy s cash value. An indexed version of universal life is also offered where the credited rate is tied to the
change, either positive or negative, in a designated stock market index. There is no minimum interest for indexed universal life. Universal life
products are sold to individuals, pension funds, companies, and banks.

Term life insurance provides protection for a certain period of time and allows the customer to select the duration of coverage and the amount of
protection. The policy pays death benefits only if the customer dies during the specified term. Term policies do not accumulate a cash value. The
policies can usually be renewed upon expiration and premiums normally increase upon renewal. Certain term life insurance products sold in the
United States (such as mortgage insurance and credit life insurance) provide a death benefit that decreases over the term period, based on a
stated method. The rate of decrease usually corresponds with the decrease in the principal balance of the loan.

Traditional life products also include life insurance sold as part of defined benefit pension plans, endowment policies and post-retirement
annuity products. Bank- or company-owned life insurance (BOLI/COLI) funds the costs of employee benefits, usually with key employees of
the company as the insured persons.

Fixed Annuities. Fixed annuities contributed 9% of AEGON s income before tax in 2002. Fixed annuities are marketed to individuals and
pension funds through financial institutions, (independent) agents, brokers and direct response in the United States and Canada.

A fixed annuity is an annuity contract guaranteeing the customer a fixed minimum payout. The fixed annuity products AEGON offers include
deferred or immediate annuities, which may be purchased on either a flexible or single premium basis. An immediate annuity is usually
purchased with a single lump sum premium payment and the benefit payments begin within a year after the purchase. Deferred annuities are
offered on a fixed or indexed basis and the benefit payments will begin at a future date. Upon maturity of the annuity, the customer can select
payout options, including a lump sum payment or income for life or for a period of time. Should the customer die prior to receiving the benefits
of the policy, the beneficiary receives the accumulated cash value death benefit. The customer can surrender the annuity prior to maturity and
receive the cash value less surrender charges. Fixed annuities have a specified rate of interest that can be reset periodically by AEGON.

A multi-strategy annuity allows a customer a choice of investment strategies to allocate funds and provides an accumulative lifetime minimum
guaranteed interest rate. Early withdrawal by the customer of the cash value of the annuity is subject to surrender charges.

GICs and Funding Agreements. Guaranteed Investment Contracts (GICs) and Funding Agreements (FAs) contributed 15% of AEGON s
income before tax in 2002. GICs and FAs are marketed to tax qualified pension funds and financial institutions and non-tax qualified money
market funds, municipalities and oversees investors. GICs are primarily sold to tax qualified plans while FAs are typically sold to non-tax
qualified institutional investors. The products are marketed through brokers, direct and (independent) agents in the United States and
internationally from the United States.

GICs and FAs are spread-based insurance products that are generally issued on a fixed or floating rate basis and provide the customer a return of
principal and a guaranteed rate of interest. For some of the products, the customer receives a return based on a change in a published index, such
as the S&P 500. The term of the contract can be fixed (primarily from 6 months up to 10 years) or it can have an indefinite maturity. Contracts
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indefinite maturity provide the customer with a put option whereby the contract will be terminated with advance notice ranging from 3 to 13
months.

Products for the Account of Policyholders

Products for the account of policyholders are those where the policyholders carry the investment risk. AEGON earns management and
administration fees and mortality results on these products.

Life Products for the Account of Policyholders. Life products for the account of policyholders contributed 20% of AEGON s income before tax
in 2002. These products are sold to individuals through (independent) agents, marketing organizations, financial institutions, worksite marketing,
franchise organizations and brokers in the United States, the Netherlands, the United Kingdom, Canada, Spain, Hungary and Taiwan.

Life products for the account of policyholders include several forms of life insurance and pension products whereby death benefits and cash
values vary with the performance of a portfolio of investments. Premiums can be allocated among a variety of investments that offer different
degrees of risk and reward, including stocks, bonds, combinations of both, or investment products that guarantee interest and principal. The
customer retains the investment risk and AEGON earns a return from investment management fees, cost of insurance and expense charges. The
contract account balance varies with the performance of the investments chosen by the policyholder.

These products also include variable universal life (North America), tontine plans (the Netherlands) and unit-linked life insurance (Europe).

Variable universal life products are similar to universal life products, but include investment options and the maintenance of investment assets in
separate accounts (also known as investments for the account of policyholders) that segregate the assets and liabilities from the general account.

Tontine plans are linked pure endowment savings contracts, with a tontine bonus structure. On death before maturity, the tontine plans pay a
death benefit equal to the premiums accumulated at 4% compound interest, subject to a minimum of 110% of the fund value during the first half
of the contract term. This death benefit is charged for on a yearly risk premium basis. The amount of death benefit that is charged for is equal to
the total benefit paid to the policyholder plus any unrecouped acquisition costs. On death the balance in the investment account is not paid out to
the policyholder s estate, but is shared out at the end of the year to the surviving policyholders of the specific series (a new series starts at the
beginning of each calendar year) to which the deceased policyholder belonged. On survival to the maturity date, a benefit equal to the fund
value, inclusive of tontine bonuses, is paid out. This is subject to a minimum of the premiums paid, if the Mix-fund was chosen.

Unit-linked products are contracts whereby the policyholder is able to choose initially, and change subsequently, the proportion of the premium
that is invested in certain funds. The benefits on death or maturity are equal to the value of the units, in certain cases subject to a minimum of the
guaranteed benefits. Unit-linked products generally have variable maturities and variable premiums.

Variable Annuities. Variable annuities contributed minus EUR 462 million to AEGON s income before tax in 2002. Variable annuities are sold
to individuals and pension funds through (independent) agents, marketing organizations, brokers and financial institutions in the United States
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Annuities allow a customer to save for the future on a tax-deferred basis and to select payout options that meet the customer s need for income
upon maturity, including lump sum payment or income for life or for a period of time.
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Premiums paid on variable annuity contracts are invested in funds offered by AEGON, including bond and stock funds and selected by a client
based on the client s preferred level of risk. The account value of the variable annuities reflects the performance of the funds. AEGON earns
mortality charges for providing a minimum guaranteed death benefit and may also provide guaranteed income benefits upon annuitization. This
category includes segregated funds (Canada).

Fee Business. Fee business contributed EUR 2 million (or 0.1%) to AEGON s income before tax in 2002. The products are sold to individuals,
pension funds, asset managers through (independent) agents, marketing organizations and financial institutions and direct marketing in the
United States, Canada, the Netherlands, the United Kingdom and Hungary.

Our fee business comprises products that generate fee income for AEGON by providing management, administrative or risk services related to
off-balance sheet assets (i.e. equity or bond funds, third-party managed assets and collective investment trusts). Our operations in the United
States provide investment products and administrative services, including group fixed annuities and (retirement planning) services for various
group variable annuities, mutual funds, collective investment trusts, and asset allocation types of pension arrangements. AEGON serves the
following retirement plan markets:

corporate defined benefit plans;

corporate defined contribution plans (401(k) plans);

not-for-profit organizations qualifying for tax qualified annuities under section 403(b) of the US Internal Revenue Code; and

non-qualified 457 plans available to government and tax-exempt organizations.

Our US operations sell group and individual fixed annuity and 401(k) contracts to small and medium-sized institutions. Group fixed annuities
are purchased with a single premium that funds the annuities for a group of employees. The single premium includes a fee for the administrative
services to be provided by AEGON after the annuity is purchased. 401(k) contracts sold to small employers are principally sold on separate
accounts and allow the purchaser access to the family of mutual funds offered by AEGON.

Bundled retirement plans are sold to mid-sized and large employers. A manager of managers investment approach is used specifically for the
retirement plans market, which approach allows clients to access institutional investment managers across the major asset classes. These funds

are available in a core-and-feeder structure, in which the core is similar to a mutual fund and the feeder provides an institutional customer with a
choice of products that are directly linked to the performance of the mutual fund, such as a registered or non-registered variable annuity, a
collective investment trust (off-balance sheet) or mutual funds (off-balance sheet).

The US operations provide the fund manager oversight for the IDEX and Diversified Investors Funds Group family of mutual funds. AEGON
builds alliances with investment companies and selects and retains external managers based upon performance from a variety of investment
firms. The external manager remains with the investment company and acts as a sub-advisor for AEGON s mutual funds. AEGON earns
investment management fees on these investment products.
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A synthetic GIC is an off-balance sheet fee-based product sold primarily to tax qualified plans. The plan sponsor retains ownership and control
of the invested assets. AEGON provides book value benefit responsiveness in the event that qualified plan benefit requests exceed plan cash
flows. In certain contracts, AEGON agrees to make advances to meet benefit payment needs and earns a market interest rate on these advances.
The periodically adjusted contract-crediting rate is the means by which investment and benefit responsive experience is passed through to
participants.

In Canada, fees are earned through several special service and fund management companies. Fees are earned by providing administrative back
office services that facilitate the sale of mutual funds and segregated fund
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products. In addition, a national network of financial planning franchises and representatives earn fees when products of non-affiliated
companies are sold. Investment management fees are also earned by providing portfolio management and investment advisory services.

Accident and Health Insurance. Accident and health insurance contributed 15% to AEGON s income before tax in 2002. Accident and health
products are sold to individuals and companies through (independent) agents, brokers and direct marketing in the United States, the Netherlands,
Spain and Hungary.

AEGON offers limited forms of health insurance, including disability insurance in the Netherlands and accidental death and dismemberment
insurance in the United States, but does not offer major medical coverage.

AEGON also offers cancer treatment, heart disease and intensive care policies that are sold to individuals on a voluntary basis at their place of
employment with premium payment made through payroll deduction. These plans provide specified income payments during hospitalization,
scheduled benefits for specific hospital/surgical expenses and cancer treatments, hospice care, and cover deductible and co-payment amounts not
covered by other health insurance and Medicare supplement products.

Long-term care products provide benefits to a customer who because of their advanced age or a serious illness require continuous care.
Long-term care policies offered include nursing home coverage, home health care, assisted living and adult day-care services and protect the
insured s income and retirement savings from the costs of long-term nursing home or home health care.

General Insurance. General insurance contributed 3% to AEGON s income before tax in 2002. General insurance is sold to individuals and
companies through (independent) agents and brokers in the Netherlands, Hungary and Spain.

AEGON offers limited forms of general insurance in selected markets, such as automobile insurance, liability insurance, household insurance
and fire protection.

Banking Products. Banking products contributed EUR 8 million (or 0.4%) to AEGON s income before tax in 2002. Customers include
individuals and companies in the Netherlands. Distribution channels are direct marketing, (independent) agents, retailers and franchise
organizations.

AEGON s banking products include savings accounts and investment contracts (i.e. share lease products). Both products generate
investment-spread income for AEGON. Savings accounts offer attractive interest rates while retaining flexibility to withdraw cash with limited
restrictions. Security lease products provide a combination of monthly interest payments on a loan and a final payment based on the performance
of the investments. Banking products also include investment products that offer index-linked returns and generate fee income on the
performance of the investments.

Supervision
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Individual entities in the AEGON Group are each subject to solvency supervision in their respective home countries. Based on EC legislation
(Directive 98/79/EC) adopted in 1998, the supervisory authorities in the Netherlands (Pensioen en Verzekeringskamer, or PVK) are, as lead
supervisors, also required to carry out supplementary supervision . The supplementary supervision of insurance companies in an insurance group
enables the supervisors to form a more sound opinion on the financial position of insurance companies that are part of that group. The Directive
requires the PVK to take into account the relevant financial affiliations between the insurance companies and other entities in the group. In this
respect, AEGON is required to submit to the PVK biannual reports setting forth all significant transactions and positions between the insurance
and non-insurance companies in the AEGON Group.
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Both the insurance and banking companies in the AEGON Group are also required to maintain a minimum solvency margin based on local
requirements. The required solvency margin is the sum of the margins of each of AEGON s insurance and banking subsidiaries, based on the
requirements of European directives. Available liability capital includes shareholders equity, capital securities and subordinated loans.

Organizational Structure

The main operating units of the AEGON Group are separate legal entities organized under the laws of their respective countries. The shares of
those legal entities are directly or indirectly held by two intermediate holding companies incorporated under Dutch law: AEGON Nederland
N.V., parent company of the Dutch operations as well as the German venture, and AEGON International N.V., which holds the Group
companies (all of which are wholly-owned, unless otherwise indicated) in the United States, Canada, the United Kingdom, Hungary, Spain
(99.98%) and Taiwan.

AEGON USA

General History

AEGON s life insurance operations in the United States are referred to collectively as AEGON USA.

AEGON USA was formed in 1989 when AEGON decided to consolidate the U.S. holding companies under one financial services holding
company. Business operations are conducted through life insurance subsidiaries of AEGON USA Inc., Commonwealth General and
Transamerica Corporation. Products are offered through several primary life insurance subsidiaries, with licenses in every state of the United
States, the District of Columbia, Puerto Rico, the Virgin Islands, Guam and Canada.

Total employment of AEGON USA as at December 31, 2002 was 14,536, including 3,074 agents.

The primary insurance subsidiaries in the United States, all of which are wholly-owned, are:

AUSA Life Insurance Company, Inc., Purchase (New York USA)

Life Investors Insurance Company of America, Cedar Rapids (Iowa USA)

Monumental Life Insurance Company, Baltimore (Maryland USA)

Peoples Benefit Life Insurance Company, Cedar Rapids (Towa USA)
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Stonebridge Casualty Insurance Company, Columbus (Ohio USA)

Stonebridge Life Insurance Company, Rutland (Vermont USA). (formerly J.C.Penney)

Transamerica Life Insurance & Annuity Company, Charlotte (North Carolina USA)

Transamerica Life Insurance Company, Cedar Rapids (Iowa USA)

Transamerica Life Insurance Company of New York (New York USA)

Transamerica Occidental Life Insurance Company, Cedar Rapids (Jowa USA)

Western Reserve Life Assurance Co. of Ohio, Columbus (Ohio USA)

Veterans Life Insurance Company, Springfield (Illinois USA)

First AUSA Life Insurance Company, Baltimore (Maryland USA)

Our US operations (carried out by our collective group of US operating companies) primarily sell life insurance products, including traditional

life insurance, universal life insurance, variable universal life insurance, guaranteed investment contracts, funding agreements, fixed annuities
and variable annuities. AEGON s US
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operations also sell accident and health insurance, but made the strategic decision to move away from primary health coverage a number of years
ago, and to concentrate health operations in the supplemental coverage sector. The majority of earnings contributions from AEGON s US
operations are derived from traditional life and universal life products.

Operationally, our US subsidiary companies contain five operating groups acting through one or more of the AEGON USA life insurance
companies: Agency, Direct Marketing Services, Financial Markets, Institutional Products and Services, and Pension and Reinsurance. The group
structure enables AEGON USA to look across the organization more easily to reduce redundancies, identify business synergies, pursue
cross-selling opportunities and improve operating efficiencies. Coordinated support services provide expertise in systems technology, investment
management, regulatory compliance and various corporate functions to complement operations.

The expansion of product portfolio and distribution through targeted acquisitions continues to be an integral part of AEGON USA s long-term
strategy. Building on competitive products, strong distribution and talented people, the operations that have joined AEGON USA through
acquisitions are successful additions that continue to deliver strong performance and foster new growth opportunities.

Recent Developments and Capital Expenditures and Divestments

In 2001 the AEGON USA companies took a major step to extend expertise in direct marketing, a targeted marketing approach that is well suited
to the life and supplementary insurance products, and database management with the acquisition of J.C. Penney s direct marketing insurance
operations. The integration of the J.C. Penney activities with the AEGON USA direct marketing unit has established AEGON as a large direct
marketing organization of life and health products in the U.S.

AEGON USA acquired Transamerica in 1999. The addition of Transamerica s US life reinsurance operations represented an immediate
leadership position in this market (source: Munich Re report on U.S. life reinsurers) The acquisition also significantly strengthened AEGON

USA s agent penetration among higher income customer segments and enhanced the size and efficiency scale of its fixed annuity, long-term care,
worksite marketing, 401(k) pension and structured settlements businesses, while also bringing breadth and depth to distribution, enhanced
product offerings, and brand recognition. The acquisition also created cost reduction opportunities for AEGON USA and contributed valuable
expertise, extensive market knowledge and successful business practices.

AEGON terminated its Mexican joint ventures, Seguros Banamex AEGON and AFORE Banamex AEGON in 2001 with Citigroup s acquisition
of parent company Grupo Financiero Banamex (Banacci). AEGON was an early entrant in the underserved Mexican insurance market in 1995,
and together with Banacci, became a leading provider of insurance and retirement savings products

Key Priorities for 2003

For 2003, AEGON Americas will pursue growth in our core business at an acceptable risk profile. In addition, the various cost saving initiatives
will be vigorously pursued. Broadening and growing distribution relationships will accelerate, as enhanced technology capabilities and
management emphasis will bring more of AEGON USA s product offerings to each distribution channel.
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Agency Group

The Agency Group divisions offer a wide range of insurance products through career and independent agents, registered representatives,
financial advisors and specialized marketing organizations, and target distinct
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market segments ranging from home service to the advanced market that serves clients with higher net worth by providing various tax and estate
planning products. The Agency Group consists of AEGON Financial Partners, LIICA Agency/Intersecurities, Transamerica Insurance &
Investment Group, World Financial Group, Monumental Division and Long Term Care.

AEGON Financial Partners (AFP) was formed in early 2002 as a new internal service organization to enable the Agency Group to take better
advantage of its combined size and strength by integrating the operations, technology and service functions of the former Equity Group,
Individual Division and Transamerica Insurance & Investment Group. AFP provides services to LIICA Agency/Intersecurities (formerly sales
and marketing for the Individual Division), Transamerica Insurance & Investment Group and World Financial Group (formerly sales and
distribution for the Equity Group).

LIICA Agency/Intersecurities targets middle to upper-income markets, selling primarily interest-sensitive and ordinary life insurance. For more
than 40 years, LIICA Agency has focused on creating value for individuals, families and businesses by providing personalized insurance and
financial products, resources and services. Through its agency-building system, LIICA Agency has carried outs its mission by providing its more
than 2,200 sales representatives with quality products, technology tools, and high levels of home office training and support.

During the past few years, the Independent Producer Group has seen tremendous growth in both recruiting and sales. This unit, which is focused
on developing relationships with independent marketing organizations and managing general agents throughout the United States, has grown to
nearly 13,000 appointed representatives.

Intersecurities, Inc. (ISI) is a fully licensed, independent broker-dealer and registered investment advisor. ISI s 2,500 registered representatives
are focused on helping clients meet their investment objectives through an array of financial products, including mutual funds, fixed and variable
life insurance, annuities, and securities. ISI is positioning itself for growth by building an internal wholesaling unit for life products within
already existing channels and leveraging the wholesaling expertise of its affiliate, Transamerica Capital, Inc., for variable products.

Other distribution groups include National Bond & Trust Company, a licensed US Savings Bond issuing agent for the US Treasury Department,
has provided access to the payroll deduction market. Zahorik Company, a registered broker-dealer based in Pasadena, California, specializes in

retirement planning, deferred compensation programs and insurance and employee benefit programs for corporate and non-profit organizations.
The NOL distribution group provides final expense coverage to the senior market.

Transamerica Insurance & Investment Group (TIIG) distributes term, universal life, fixed and variable life insurance; fixed and variable
annuities; and other products to its targeted niche market of older, affluent customers. TIIG maintains a unique relationship with its primary
distribution channel, the General Agencies. This wholesale distribution system connects TIIG with over 45,000 licensed and active producers.
Sales of TIIG s variable products are supported by a network of broker-dealers, including the broker-dealer channel, which includes
Transamerica Financial Advisors, Inc., an affiliated broker-dealer with 950 representatives. TIIG currently has a National Accounts in