4
AJS

Financial Statements 2009

o
b

-Inancia
Repor




FORTIS -

Fortis Financial Statements 2009

Fortis Consolidated Financial Statements
Report of the Board of Directors of Fortis SA/NV and Fortis N.V.
Fortis SA/NV Financial Statements

Fortis N.V. Financial Statements



{ Fortis Financial Statements 2009



Fortis Financial Statements 2009 |

Contents
L0 Yo 13 T3 (T o P PPPP 6
Fortis Consolidated Financial Statements 2009 .........ceeieieiiieiirriereeeeerseesesesnsereressssaaa e eerereeseassesasssensesssasansseesassesasinsnes 7
Consolidated statement of fiNANCIAI POSIHION ....ccueeceeercercrrr e s s e s s ssessa b r e aE s e e s b e s b assn e e 8
Consolidated INCOME StATEMENT ......ccee ettt s e ser e s s s s e s m s eh e s b s b e e Ra R e e b e bnsanaansenenanan 9
Consolidated statement of COMPreheNnSiVe INCOME ... iiiiceicierere e s ests e e s s e e s e sae e an e s e b e s s 10
Consolidated statement of changes iN @QUILY .....c..cccieirerniiinrcn st r e s e s mnn e 11
Consolidated cash flow StatemMeEnt........ .ot e e s s e a e e s e s nn e e an 12
L= 1= = 118 1Yo €= PP 13
1 [T =TIy (T (= PO OO PSP 14
2 Summary of aCCOUNTING POlICIES .uiuurerirircrriicinr ittt n s s ssm e s e s e e e s s e s s s mn e e es s e anesasananes 15
2.1 BasiS Of @CCOUNTING 1.ttt e s a bbb et bbb e e a e 15
2.2 Changes in aCCOUNtING PONICIES .. .e.viiviiiiiiiii e 16
2.3 Measurement bases used in preparing the financial statements ... 16
2.4 Measurement of IMPAIred ASSEIS .......vvuiiiiiiii e 18
2.5  ACCOUNTNG BSHMALES ..ottt e e s 19
2.6 Fair value of financial INSITUMENTS .......cooiiiiiiiic e s 21
2.7 SEOMENE FEPOMING .. e teietieitieeet ettt ettt e a et ee e e e b s bt L e e e e et 21
2.8  CONSONAAION PIINCIDIES 1vvveeeietrrt ettt et e bt e et e s s e et st e s e s sb e s e b sb e e e ae s 22
2.9 FOrBIGN CUIMENCY c1ttt ittt ettt ettt et ettt ettt ekttt a ek e e bbb s b e et eea e e e aae et te e ab e ead b e b e e sar e e an e 23
3 P U TE=T1 (Lo g 3= T Lo [ L] oo T T= LU 24
3.1 ACQUISITIONS 1N 200, .11 1e ettt e i r s ettt et s et e s et e e s b et ae s e ib s b e s e bbb e et bbb e e e st be e e et be e e 24
3.2 DISPOSAIS IN 200D ...uvveeseieit ettt ettt e et be e 25
3.3 Discontinued operations iN 2008 .......cccoi it s 26
3.4  Assets and liabilities of acquisitions and diSPOSEIS........cccuiiiiiiiiii 27
4 Shareholders’ EQUITY .....ceirrercriiertiis i rerisser s n s e cr st a s e s e n et s s s s s m e e s s e s s m e e md e e eaRas e aeseResessnen s s e nassnansmsnannnnnans 28
4.1 OrAINAIY SNAIES ..o e e e e e oo oo e e ettt s 28
I O 14 1= (151= AV WU OO P P PP PRSPPI 30
4.3 CUIreNCY traNnSIAtiON rBSEIVE. .. .. iviieiir sttt et st s r s e e e er e aaae e 30
4.4 Unrealised gains and losses included in shareholders’ equity ... 31
I B 1V o =Y 2 Vo [ U OO O 32
NON-CONrolliNG INErEStS ..o et e s e s s e e s e en e s n et 33
=T T o E- 0T ] 1 =T PP 34
T Y =T T= Ve L= T o OO PO YRS IPPPTPRPN 35
71 1 g1(go o (8 [o]1[] o TP UT P PP PSPPI PP 35
7.2 Risk management organisation and gOVEIMANCE ...........uuuiiriiiiiiniiiiiiiiie e 35
7.3 [T = (o) 1 (01001 2P PPTPPPP 38
A S =1 P- 1 Tl T o 1<) O PP PR PPPTPPTTRPIN 38
A T |00 =T o= a1 O OO PPN 53
T8 OPEIALIONGI FISK .. .vivvrrieeeeeie et ettt ettt et bbb b e b st s e r e e et e e e s e er e p et 57
A 1= (= (o34 TSP T O PP PP O PO PPPITPR PP UP PP PP 57
7.8 Insurance liabilities and AJEGUACY TESTING. .. ..cuviieeieieieeer et ee e 57
7.9  Loss reserve developmMent taDIE. . ... ..o i i e 59
8 SUPEIrVISION AN SOIVENCY ..o iiecrriissetiii ittt e s s e s e s s se e s e a s s e sb e e e s s e e R e s n e sern e amn e assen e R e bR 61
8.1 FOHS CONSONTAIEM ...ttt ettt et b et e e eeb et bt e b e s eb e e e ab s s sm e e ese e e stteenane s e brananae e 61
A [0 V=0 - Vo< AU OO TP PSP P PSPPSR PO 61
T C =10 = = | Yo o o UL | ST OO OO TR PO PSP TPPP PRSP 61

8.4  Fortis core equity target and total Capital........c.c.coiiiiiiiiiiii 61



| Fortis Financial Statements 2009

9 Post-employment benefits, other long-term employee benefits and termination benefits ..........cccccveiineiiinans 64
9.1 POSt-BMPIOYMENT DENETILS L..tiiiiiiitii it e e et e et e e et et e et e et et et et et e s b b ibaastaeaestatrtreaees 64
9.2 Other long-term employee DENETIES ........eiiiiiiee e 72
9.3 Termination DENEFIES ......vi i 73
10 Employee share option and share purchase plans ........cc.ccciueririnii e e s e sssesesanes 74
T0.1  EMPIOYEE SNAIE O TIONS. .. ittt et e e et et e ettt e e et et e ta et e renen 74
0.2 RESICIEA SNAIES ...ttt e et e et e e et e et et e 76
11 Remuneration of Board of Director Members embers and Executive Committee members.........cccceecrrrnnen. 77
11.1  Remuneration of the Board Of DIFECIOIS .. .....ooiiiiiiiiiiii e a s e e e eeans 77
11.2  Remuneration of Fortis Executive Committee MEMDErS ... 80
12 AUAIE FEES i cre s s s s e s e s s s e s e s e e e s e s s e s e e e sr s asaesanamsmaesassssssesssnsssssssnsraaresseserasaaaararasaesesesenenanenensnanenenanans 86
13 L2 L= 1 (=T e [ 0= Tg (7= 87
14 INFOrmMAation ON SEGMENTS.......e e s es e r e s s s s e e s s s aran e e s r e aannn s e e nan 89 x
T4 GENEIA INTOIMNALION ...ttt e e e 89
B G [ 01510 [ = [ o= T PP PSR U PO POPOPPPPPP 89
14.3  Fortis INSUrancCe INTEIMEATIONAL .........cuiiii e et ettt et et e cren e e e st ereas 90
L R C 1= o 1o I A VoleTo TV o | SO U OO UP PRI PPPTRNt 90
14.5 Statement of financial position by operating SEgMENT ... 9N
14.6 Income statement by operating segment split into Life and Non-life.........ccocccvviiic 93
14,7 TeChNICal FESUR INSUIBNCE .....vtiivieiiie ettt ettt e st et e et et e st e st e 95
14.8 Other segment information 0N NON-IIf& INSUIANCE .......ooovviiiiiiee e 96
14.9  GeOgraphiC SEOMENTATION ... .. ettt e ettt e e s et ae e s e e e e sn e b et e e e e e e s atnanbeae s e sbttrereeeeaanes 96
14.10 Results based on new segment structure (from 2010 ONWAIAS) ......vvvviiiiiiiiiiiiiic e 97
Notes to the consolidated statement of financial POSITION....... .o iiieem e s e e e e e e 99
15 Cash and cash eQUIVAIENTES ...t n e s e s e s e s s e e s e e s mneneneesnnenanes 100
16 FINanNCial INVESTMENTS ... e r st r e s r e e s s s et s e s en e s e se s e s e semanesenanensnnnsnans 101
16.1  Investments available fOr SAlB.........cooo e e 101
16.2 Investments held at fair value through profit OF [0SS ... 105
16.3  Derivatives held for trading (BSSEIS) ....vviiviieiiiiriiieii ettt a st e e et eenere e 106
17 INVESTMENT PIOPEIY ..coeieiiiiiicineceiicieicresseererere s rere s smman e s e s sess s e s ammasasascenasassssnenreraneasasersnnanesasssssnnranessaesasarnnanens 107
18 o = 10 P 109
181 L8NS 10 DANKS ... oo — e e e e e et a e e e re e ea e ar e e 109
T8.2  LOBNS 10 CUSTOMIEIS . oottt bbb s s e e e s e e e e e e e e e e e e e e e e e e e e e seseaeaeaeaeeeaeaeaenes 110
19 INVESTMENTS IN @SSOCIALES ......eeeiciie it r e s s n s s s s nar s e nenananananas 112
20 Reinsurance and Other reCeIVabIes. ..... ... ettt s s s s s en e e e e s rene e s e e s s mnnees 113
21 Call option BNP Paribas Shares ... e rersnsssesesss s s sesesssassnsesesssssssssssssssssssnssssasasans 114
22 Accrued interest aNd Other ASSETS ...cucu i i r s s e s e easassesonsassssssatmnannsnnssseennsnsnnnansnnrnnnan 116
23 Property, plant and equipment ... e e 117
24 Goodwill and other intangible @SSets...... ... e et ren e nan e naranene 120
25 Liabilities arising from Life inSUrance CoNtracts........cociicicciiiiircicinr et e e e eme e 125
26 Liabilities arising from Life investment CONtracts.......... e 126
27 Liabilities related to unit-linked contracts ... 127
28 Liabilities arising from Non-life insurance Contracts ... e 128
29 [T o) QoT=Y g 4 o= 1 (=Y 3RO 129
30 ES W] o ToT o [ F= 1 L= e [N T= T o113 = . 130
10T T o e P 130
110 22 oo Ta (1S3 o 1Y, o1 T B o g T= T o Vo] o o [ S PSSP 131
30.3  Other subordinated IADIlHIES .. ... .uvuieiiiiiiiii e e e a e 131



Fortis Financial Statements 2009 | |

31 (2T 0T (0T 3 Vo T TSP 132

31T DUEB TO DANKS 11ttt bbb e b 132

B1.2  DUE 1O CUSTOMIEIS 1.ttt ettt ettt oot e e e e e e e e e e e e e e e e e e e e et a e a e e e e et e eeeeeeaaeaaseaaae 133

1.3 OtNEr DOIMOWINGS . .1ttt et e et e oo ettt e e e ettt e e e e e e e e e e e e 133
32 Current and deferred tax assets and liabilities.........cccocuveimiciniiieiin 134
33 L (O 136
34 Accrued interest and other liabilities ... 138
35 g L0310 o OO 139
36 Fair value of financial assets and financial liabilities..........c.cccvinnmiicniiiiincer 140
Notes to the consolidated income statement......... ..o s e e 143
37 LTSI UL = g T o T =T 0 1Ty T 144
38 Interest, dividend and other iNVesStMent INCOME ... e i e ere s s en e e s s sm e s sre s sennsennnas 146
39 Realised and unrealised gains and lOSSES.....ccuiitiarairrrertisiiiiiicn e er et re s s e e e s e s s s ssssnsrarasaese s snssanan s s nmsnnes 147
40 Share of result Of aSSOCIALES ... ciiiieeieieec e e e e e e s ar e e nan 148
41 Fee and COMMISSION INCOIME ..ottt s e r e s s b s an e sr e s s e s e sa s an e s saae s snneseanaann 148
42 L0 1= g g o T o 1= 149
43 Insurance claims and BENEFItS ..o e 149
44 FINANCE COSES..iiiiiiiiiiiiii e r e e AR e s E e s s e s R R s R ae s as e e R R e s 150
45 Change iN IMPAITMIENTS . coiiii e seseciercrrrer s e ssee e e ras s e e e re s st e ra s smar e e seme e s s rananes s smnensessssbesannnnenennnresosananaranans 150
46 Fee and CoOmMMISSION @XPENSES it e ae e s et s s e essm s s s e e s e s e s s a s a e e e s s s s b netevanan 151
47 RS Gz L= {0 1= 4T 151
48 L0 (1=t = o =T £ T 152
49 LaTeTo] g L= = b= { 1= £ = O 153
Notes to items not recorded on the Consolidated statement of financial position.........c.cevciiiiiiiiinneeveenenann, 155
50 Contingent liabilities ............

51 == T T [ =TT 01T g ) € O

52 Assets under management

53 Events after the date of the statement of financial position .........cccccciiiirin 163
Statement of the Board Of DIFECTOIS ..o eieeieee et e e 164
[3Te I=Y oY=TaTe (=Tt B 10T [1 {o) 3 <=1 o T o S OO RPPN 165
Report of the Board of Directors of Fortis SA/NV and Fortis N.V. ... 167
Board of Directors, Statutory Auditor and AUILON .........o e e sr e r s e e s san e s s en e aenan 168
Fortis SA/NV Financial Statements 2009 ...t scresrrrrsere s e s s s s rerer e s e s e e st b e e asessessmnreaatestianann 175
Fortis N.V. Financial Statements 2000 ...ttt e ses sttt s s me e s e s e s e n s n s e e e e esasssaarannneeseenses 199
(013 Y=g T3 e T 3 T U (o] I O 211
X T [} oY 31 1= o OO 212
L0112 T=Y a1 {04 2= (T 3 O O O TP 215
Forward-looking statements to be treated with caution ..., 216
Availability of company documents for public iINSPECHION.........ccc it e 217
Dematerialisation and registration of bearer shares ... ——_—— 218

Glossary and abbreViationS ......cccccecir it e e e d s e e a e R e a b s e e R n e e R e e 219



6 | Fortis Consolidated Financial Staterments 2009

Introduction

The Fortis Financial Statements 2009 comprise the audited Fortis Consolidated Financial Statements 2009, with
comparative figures for 2008, prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by
the European Union. However, due to circumstances beyond the control of the Board of Directors, Fortis was not able to
apply IFRS in all its detail for the comparative figures 2008, since the divested subsidiaries of Fortis were not able to provide
auditable figures on the operating result up to the moment of sale. Consequently, Fortis could not provide for 2008 the by
IFRS required split of the result discontinued operations into a result on divestment and some details of the operating result
2008 and the required information in the Cash Flow Statement on the discontinued operations.

The Fortis Consolidated Financial Statements include Fortis SA/NV and Fortis N.V. (Parent Companies) and their
subsidiaries. This document also includes the Report of the Board of Directors of Fortis SA/NV and Fortis N.V., as well as the
audited financial statements of Fortis SA/NV, prepared in accordance with the legal and regulatory requirements applicable
in Belgium and the audited financial statements of Fortis N.V., prepared in accordance with the legal and regulatory
requirements applicable in the Netherlands.

The Fortis Financial Statements 2009 together with the Annual Review 2009 constitute the Fortis Annual Report 2009.

All amounts in the tables of these Financial Statements are denominated in millions of euros, unless stated otherwise.
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Consolidated statement of financial position

(before appropriation of profit)

Note
Assets
Cash and cash equivalents 15
Financial investments 16
Investment property 17
Loans 18
Investments related to unit-linked contracts
investments in associates 19
Reinsurance and other receivables 20
Current tax assets 32
Deferred tax assets 32
Call option BNP Paribas shares 21
Accrued interest and other assets 22
Property, plant and equipment 23
Goodwill and other intangible assets 24
Assets held for sale 3
Total asisets
Liabilities
Liabilities arising from life insurance contracts 25
Liabilities arising from life investment contracts 26
Liabilities related to unit-linked contracts 27
Liabilities arising from non-life insurance contracts 28
Debt certificates 29
Subordinated liabilities 30
Borrowings 31
Current tax liabilities 32
Deferred tax liabilities 32
RPN(l) 33
Accrued interest and other liabilities 34
Provisions 35
Liabilities related to assets held for sale 3
Total liabilities
Shareholders' equity 4
Non-controlling interests 5

Total equity

Total liabilities and equity

31 Decembet

200

5,636
53,070
1,653
4,132
20,695
1,322
1,264
103

53

880
1,848
1,108
1.376
103
93,243

22,931
24,333
20,773
4,934
915
2,850
2,774
106
1,025
316
2,209
34

39
83,239

8,350
1,654

10,004

93,243

S Decimben

20Nt

5,933
45,132
1,290
16,404
18,040
431
1,154
73

117

1,795
1,135
1,366

92,870

21,855
21,607
18,078
4,289
4,670
2,908
9,086
75

609

2,312
71

85,560

6,795

515

7.310

92.870



Consolidated income statement

Note
Income
- Gross premium income "
- Change in unearned premiums
- Ceded earned premiums
Net earned premiums 37
Interest, dividend and other investment income 38
Unrealised gain (loss) on Call option BNP Paribas shares 21
Unrealised gain (loss) on RPN(l) 33
Realised and unrealised gains and losses 39
Investment income related to unit-linked contracts
Share of result of associates 40
Fee and commission income 41
Other income 42
Total income
Expenses
- Insurance claims and benefits, gross
- Insurance claims and benefits, ceded
Insurance claims and benefits, net 43
Charges related to unit-linked contracts
Finance costs 44
Change in impairments 45
Change in provisions
Fee and commission expense 46
Staff expenses 47
Other expenses 48
Total expenses
Profit before taxation
income tax expenses 49
Net profit before result of discontinued operations
Attributable to non-controlling interests
Attributable to shareholders
Net result of discontinued operations 3
Net profit attributable to shareholders
Per share data (EUR) 6

Basic earnings per share
Basic earnings per share before net result of discontinued operations
Diluted earnings per share

Diluted earnings per share before net result of discontinued operations

 Fortis Cansolidated Financial Statements 2009 |

2009 2008
9,248 8,461
(32) (13)
(193) (197)
9,023 8,251
3,123 3,660
880
(316)
953 (508)
2,307 (3,191)
63 27
375 432
322 233
16,730 8,904
(9,290) (8221)
65 121
(9,225) (8,100 )
(2,325) 3,219
(498) (1,343)
(467) (558)
42 (49)
(972) (912)
(640) (644 )
(1.015) (994)
(15,100) (9,381)
1,630 (477)
(318) (108)
1,312 (585)
120 25
1,192 (610)
(27,412)
1,192 (28,022)
0.48 (12.21)
0.48 (0.27)
0.48 (12.21)
0.48 (0.27)

1) Gross inflow (sum of gross written premiums and premium inflow of investment contracts without Discretionary Participation Features) can be calculated as follows.

Note

Gross premium income
Inflow deposit accounting (directly recognised as liability) 37

Gross inflow

2009 2008
9,248 8,461
2,770 3,123

12,018 11,584
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Consolidated statement of comprehensive income
P

2009 2008
Net profit attributable to shareholders 1,192 (28,022)
Other comprehensive income
Change in revaluation of investments available for sale, gross 859 136
Related tax (256) (346 )
Change in revaluation of investments available for sale, net 603 (210)
Change in foreign exchange differences, gross (50)
Related tax
Change in foreign exchange differences, net (50)
Share of other comprehensive income of associates, gross 46
Related tax
Share of other comprehensive income of associates, net 46
Other changes related to (part of) the sale of group companies (108) 1.873
Other comprehensive income for the period, net of tax 495 1.654
Attributable to non-controlling interests 147 11
Attributable to shareholders 348 1.648

Total comprehensive income for the period, attributable

- to shareholders 1.540 (26,374
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Consolidated statement of changes in equity

Balance at 1 January 2008

Net profit for the period

Revaluation of investments

Reclassed to income statement due to
sale of group companies

Foreign exchange differences

Change in equity eliminations due to
sale of group companies

Other non-owner changes in equity

Total non-owner changes in equity

Transfer
Dividend
Increase in capital, net

Treasury shares

Decrease in non-controlling interests due to
sale of group companies

Other changes in equity

Balance at 31 December 2008

Net profit for the period

Revaluation of investments
Transfer to income statement due to
sale of (part) of group companies
Foreign exchange differences
Other non-owner changes in equity

Total non-owner changes in equity

Transfer

Dividend

Reorganisation of capital

Treasury shares

Other changes in equity
Balance at 31 December 2009

Currency Net profit  Unrealised
translation  attributable to gains

reserve shareholders and losses

(164) 3,994 602
(28,022)
(242)
140 140
(49) (1)
(76)
91 (28,022) (179)
(3,994)
(73) (28,022) 423
1,192
456
(108)
1,192 348
28,022
(73) 1,192 771

Changes in equity are described in greater detail in Note 4 and Note 5.

Share Non-
holders' controlling

equity interests

33,047 1,147
(28,022) 25
(242) 1
280
(50)
1,638
22
(26.374) 36
(1,371) (1)
1,491
1
(667)
(9)
6,795 515
1,192 120
456 147
(108)
1,540 267
(1)
15 873
8,350 1,654

Total
equity

34,194

(27,997)
(231)

280
(50)

1,638
22
(26.338)

(1,372)
1,491
11

(667)
(9)

7,310

1,312
603

(108)

1.807

888
10,004
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Consolidated cash flow statement

Profit before taxation

Adjustments to non-cash items included in profit before taxation:
Call option BNP Paribas shares

RPN(1)

(Un)realised gains (losses)

Share of profits in associates

Depreciation, amortisation and accretion

Impairments

Provisions

Share-based compensation expense

Changes in operating assets and liabilities:

Derivatives held for trading (assets and liabilities)

Loans

Reinsurance and other receivables

Investments related to unit-linked contracts

Borrowings

Liabilities arising from insurance and investment contracts
Liabilities related to unit-linked contracts

Net changes in all other operational assets and liabilities
Dividend received from associates

Income tax paid

Cash flow from operating activities

Purchases of financial investments

Proceeds from sales and redemptions of financial investments
Purchases of investment property

Purchases of property, plant and equipment

Proceeds from sales of property, plant and equipment
Acquisition of subsidiaries and associates

Divestments of subsidiaries and associates

Purchases of intangible assets

Proceeds from sales of intangible assets

Cash flow from investing activities

Proceeds from the issuance of debt certificates
Payment of debt certificates

Proceeds from the issuance of subordinated liabilities
Payment of subordinated liabilities

Proceeds from the issuance of other borrowings
Payment of other borrowings

Proceeds from the issuance of shares

Purchases of treasury shares

Proceeds from sales of treasury shares

Dividends paid to shareholders of the parent company
Dividends paid to non-controlling interests

Cash flow from financing activities

Effect of exchange rate differences on cash and cash equivalents
Net increase (decrease) of cash and cash equivalents

Cash and cash equivalents as at 1 January

Cash and cash equivalents as at 31 December
Supplementary disclosure of operating cash flow information
Interest received

Dividend received from financial investments
Interest paid

2009

1,630

(880)
316

(952)

(63)
575
467

(42)
8

35
12,290
(386)
(2664)
(6,387)
3,823
2,724
(746)
19
(99)
9,668

(14,755)
8,323
(124)

(68)

(971)
1,410
(12)

(6,195)

(3,760)
(41)

53
(21)

(7)
(1)
(3,777)

{297)

5,933

5,636

2,568

37
(653)

2008

(477)

508
(27)
375
562
49
14

(350)

(9.323)
122
3,107
4,864
2,271

(3.070)

(1,984)
4

(46)

(3.401)

(13,918)
13,648
(22)
(54)
20
(55)
(14.654)
(26)

(15,061 )

2,221
(5,335)

1,118
(69)

18
(31)

1,491
(6)

33
(1.378)
(1)
(1.939)

(26)

(20,427)

26,360

5933

2,947

119
(1,288)
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1 Legal structure

Fortis’ two Parent Companies are Fortis SA/NV, incorporated in Belgium with its registered office at Rue Royale 20 /
Koningsstraat 20, Brussels, Belgium and Fortis N.V., incorporated in the Netherlands with its registered office at
Archimedeslaan 6, Utrecht, the Netherlands. The parent companies own, on a 50/50 basis, all the shares of two holding
companies, Fortis Brussels SA/NV and Fortis Utrecht N.V. The holding companies are shareholders in operating companies
and service companies, either directly or indirectly through subsidiaries.

The Consolidated Financial Statements include the Financial Statements of Fortis SA/NV and Fortis N.V. (the Parent
Companies) and all of their subsidiaries. By combining the financial statements of Fortis SA/NV and Fortis N.V., Fortis has
opted for consortium accounting in order to reflect its activities in the most transparent way.

A list of all group companies and other participating interests has been filed with the National Bank of Belgium in Brussels
and with the commercial register of the Chamber of Commerce in Utrecht. The list is available upon request, free of charge,
from Fortis in Brussels and Utrecht.

When purchasing a Fortis share, shareholders effectively acquire a unit that comprises one ordinary Fortis SA/NV share and
one ordinary Fortis N.V. share. Fortis shares have a primary listing on the regulated markets of Euronext Brussels and
Euronext Amsterdam. It is possible to trade Fortis shares on either market, and also to buy on one market and sell on the
other. Fortis also has a secondary listing on the Luxembourg Stock Exchange and a sponsored ADR programme in the
United States.

Structure of Fortis

Fortis SA/NV Fortis N.V.
50% 50% 50% 50%
Fortis Brussels SA/NV Fortis Utrecht N.V.

100%

Fortis insurance N.V.

100% 75%

Fortis Insurance
International

AG Insurance

Fortis has pledged 179,285 shares of AG Insurance to the Belgian State related to the State guarantee issued to Fortis
(related to RPN(l), see note 33).
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2 Summary of accounting policies

2.1 Basis of accounting

The Fortis Consolidated Financial Statements 2009 comply with International Financial Reporting Standards (IFRSs) at

31 December 2009, as issued by the International Accounting Standards Board (IASB) and as adopted by the European
Union (EU). However, the comparative figures of 2008 do not fully comply with IFRSs because no disclosure has been
provided in respect of the ‘Net result on discontinued operations’ to distinguish between the net results of operations of the
entities concerned until the date of their disposal and the net gains on such disposals. In addition, no 2008 details have been
provided in the Consolidated Cash-flow Statement and related notes thereon for cash flows from the discontinued
operations.

The accounting policies are consistent with those applied for the year ended 31 December 2008. The only change to IFRSs
with importance for Fortis (and endorsed by the EU) was the revised IFRS 7, issued in March 2009, including Disclosures
about Financial Instrument with an effective date of 1 January 2009.

The financial statements are prepared on a going concern basis. They give a fair presentation of the financial position,
financial performance and cash flows of Fortis, with relevant, reliable, comparable and understandable information. The
Consolidated Financial Statements are stated in euros, which is the functional currency of the Parent Companies of Fortis.

The most significant IFRSs for the measurement of the assets and liabilities as applied by Fortis are:
e |AS 1 for presentation of financial statements

e |AS 16 for property, plant and equipment

e |AS 23 for loans

e |AS 28 for investments in associates

e |AS 36 for the impairment of assets

e |AS 38 for intangible assets

e |AS 39 for financial instruments

e |AS 40 for investment property

e |FRS 4 for the measurement of insurance contracts
e |FRS 7 for the disclosures of financial instruments

e |FRS 8 for operating segments.

H

{15
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2.2 Changes in accounting policies

The accounting policies used to prepare the Consolidated Financial Statements for 2009 are consistent with those applied in
the Fortis Consolidated Financial Statements for the year ended 31 December 2008.

On 29 January 2009, IFRIC issued Interpretation 18 Transfers of Assets from Customers, to be applied prospectively to
transfers of assets from customers received on or after 1 July 2009. IFRIC 18 is particularly relevant for the utility sector, but
not for Fortis.

On 5 March 2009, the IASB issued Improving Disclosures about Financial Instruments, amendments to IFRS 7 Financial
Instrument: Disclosures. The amendments expand the disclosures required in respect of fair value measurements
recognised in the statement of financial position. Therefore a three-level hierarchy has been introduced, which has only
relevance for disclosures, not for measurement (still based on the fair value measurement hierarchy in 1AS 39 Financial
Instruments: Recognition and Measurement). Amendments have also been made to the liquidity risk disclosures required
under IFRS 7.39. Liquidity risk now only includes financial liabilities that are settled by delivering cash or another financial
asset. Financial liabilities that are settled by the entity delivering its own equity instruments or non-financial instruments are
excluded. The revised disclosure requirements are applicable for annual periods beginning on or after 1 January 2009.

On 12 March 2009, the IASB issued Embedded Derivatives, amendments to IFRIC 9 and IAS 39. The amendments clarify
the accounting for embedded derivatives when a financial asset is reclassified out of the Fair Value through Profit or Loss
category as permitted by the October 2008 amendments to IAS 39 Financial Instruments: Recognition and Measurements.
The amendments are effective for annual periods ending on or after 30 June 2009 and must be applied retrospectively.
Fortis did not reclassify any financial assets based on these amendments to IAS 39.

On 16 April 2009, the IASB issued Improvements to IFRS 2009, incorporating amendments to 12 International Financial
Reporting Standards (IFRSs). Effective dates vary. Most of the improvements deal with matters of detail and will not have a
significant impact in practice. For some amendments Fortis is evaluating the effect of the changes.

2.3 Measurement bases used in preparing the financial statements

The classification and measurement of assets and liabilities is based on the purpose of entering into these transactions.

2.3.1 Financial assets

Of all assets not related to unit linked investments, more than 90% are financial assets classified in accordance with IAS 39.
The measurement and income recognition in the income statement depends on the IFRS classification of the financial assets
in this standard, being:

(a) loans and receivables

(b) held-to-maturity investments

(©) financial assets at fair value through profit or loss

(d) available-for-sale financial assets.

The majority of the financial assets (being bonds and equity shares) is classified as Available For Sale and measured at fair
value. The unrealised gains and losses are reported in shareholders’ equity. For the insurance portfolios, where ‘realised’
gains and losses of bonds have a direct impact on the measurement of the insurance liabilities, Fortis applies shadow
accounting’ in accordance with IFRS 4. This means that the changes in the unrealised gains and losses will affect the
measurement of the insurance liabilities and therefore not be a part of equity.
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2.3.2  Investment property and property held for own use

For reasons of comparability of the performance in the financial statements Fortis did not opt in 2005 for the fair value model
for investment property (with gains or losses from a change in the fair value recognised in profit or loss), but for the cost
model, in line with the classification for property held for own use. After recognition as an asset, all property is carried at its
cost less any accumulated depreciation and any accumulated impairment losses. As a consequence, changes in the fair
value of the property are not recognised in the income statement nor in shareholders’ equity, unless the property is impaired.

2.3.3 Investment in Associates

For associates where Fortis has significant influence, the power to participate in the financial and operating policy decisions
of the investee (but is not in control), Fortis applies the equity method of accounting for these associates. The Fortis’ share of
the profit and loss is recognized in the income statement and revaluations are reported in shareholders’ equity, while
distributions received from the associate reduce the carrying amount of the investment.

2.3.4  Goodwill and other intangible assets

Goodwill

Acquisitions of companies are accounted for using the purchase method of accounting as described in IFRS 3. Fortis is no
early adopter of the revised IFRS 3 standard (neither of the in parallel revised IAS 27 Consolidated and Separate Financial
Statements) with an effective date for annual reporting periods beginning on or after 1 July 2009. Based on the applied
standard Goodwill represents the excess of the fair value of the assets given, liabilities incurred or assumed, and equity
instruments issued, plus any costs directly attributable to the business combination over Fortis’ interest in the fair value of
assets acquired and liabilities and contingent liabilities assumed.

value of business acquired (VOBA)

Value of business acquired represents the difference between the fair value at acquisition date and the subseqguent carrying
value of a portfolio of insurance and investment contracts acquired in a business or portfolio acquisition.

VOBA is recognised as an intangible asset and amortised over the income recognition period of the portfolio of contracts

acquired.

Other intangible assets with definite lives

Other intangible assets include intangible assets with definite lives, such as trademarks, internally developed software that is
not an integral part of the related hardware and licenses that are generally amortised over their useful lives using the straight-
line method.

2.3.5  Financial liabilities
The measurement and recognition in the income statement depends on the IFRS classification of the financial liabilities,
being: (a) financial liabilities at fair value through profit or loss, and (b) other financial liabilities measured at amortised cost.
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2.3.6  Liabilities arising from insurance and investment contracts

Life insurance

These liabilities relate to insurance contracts, investment contracts with discretionary participation features (DPF) and
investment contracts that transfer insurance risk, financial risk or both. Investment contracts without discretionary
participation features are valued at amortised cost.

For Life insurance contracts, future policy benefit liabilities are caiculated using a net level premium method (present value of
future net cash flows) on the basis of actuarial assumptions as determined by historical experience and industry standards.
Participating policies include any additional liabilities relating to any contractual dividends or participation features. For some
designated contracts, the future policy benefit liabilities have been re-measured to reflect current market interest rates.

For Life insurance contracts with minimum guaranteed returns, liabilities have been set up to reflect expected long-term
interest rates. The liabilities relating to annuity policies during the accumulation period are equal to accumulated policyholder
balances. After the accumulation period, the liabilities are equal to the present value of expected future payments. Changes
in mortality tables that occurred in previous years are fully reflected in these liabilities.

Non-lite instirance

Claims and claim adjustment expenses are charged to the income statement as incurred. Unpaid claims and claim
adjustment expenses include estimates for reported claims and provisions for claims incurred but not reported. Non-life
liabilities for workers’ compensation business are presented at their net present value. Fortis does not discount its liabilities
for claims other than for claims with determinable and fixed payment terms.

Liability adequacy test
The adequacy of insurance liabilities ('liability adequacy test') is tested by each company on the level of homogeneous
product groups at each reporting date.

2.3.7  Assets and liabilities related to unit-linked contracts

Fortis' non-participating insurance and investment contracts are primarily unit-linked contracts where the investments are
held on behalf of the policyholder and measured at fair value. Treasury shares and investments made in own debt
instruments on behalf of policyholders are eliminated. The liabilities for such contracts are measured at unit value (i.e. fair
value of the fund in which the unit-linked contracts are invested divided by the number of units of the fund).

Certain products contain guarantees, which are also valued at fair value and included in liabilities related to policyholders,
with the change in the fair value recognised in the income statement. Insurance risks are taken into account on basis of
actuarial assumptions.

2.4 Measurement of impaired assets

An asset is impaired when its carrying amount exceeds its recoverable amount. Fortis reviews all of its assets at each
reporting date for objective evidence of impairment. The carrying amount of impaired assets is reduced to its estimated
recoverable amount and the amount of the change in the current year is recognised in the income statement.

If in a subseguent period the amount of the impairment on assets other than goodwill or available-for-sale equity instruments
decreases, due to an event occurring after the write-down, the amount is reversed by adjusting the impairment and is
recognised in the income statement.
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Financial assets

A financial asset (or group of financial assets) classified as available for sale is impaired if there is objective evidence of
impairment as a result of one or more events (loss events or 'triggers’, e.g. significant financial difficulty of the issuer) that
occurred after the initial recognition of the asset and that loss event (or events) has an impact on the estimated future cash
flows of the financial asset (or group of financial assets) that can be reliably estimated.

For equity securities, the triggers used to determine whether there is objective evidence of impairment include, amongst
others, the consideration whether the fair value is significantly (25%) below cost or has been below cost for a prolonged
period (four consecutive quarters) at the date of the statement of financial position.

Reversal of impairments of debt instruments which can be objectively related to an event occurring after the recognition of
the impairment loss, are recognised in the income statement. Positive revaluations, after an impairment of equity securities
are recognised in equity.

Investrment property and property held for own use

Property is measured according to the cost model and impaired when the carrying amount exceeds its recoverable amount,
which is the highest of 'Fair value less costs to sell* or 'Value in use’ (the expected present value of future cash flows, without
deduction for transfer tax). At the end of each reporting period Fortis assesses whether there is any indication that an asset
may be impaired, considering various external (e.g. significant changes in the economic environment) and internal sources of
information (e.g. plan to dispose). If any such indication exists (and only then), Fortis shall estimate the recoverable amount of
the property. Any impairment loss identified is recognised in the income statement. After the recognition of an impairment,
the depreciation for future periods is adjusted based on the revised carrying amount less its residual value over its remaining
useful life.

Gooawill and other intangible assets

Goodwill is an intangible asset with an indefinite life and is not amortised, but instead tested for impairment at least annually.
Intangible assets with definite lives are amortised over the estimated useful life and reviewed at each reporting date. Any
impairment loss identified is recognised in the income statement.

Other assets

For non-financial assets, the recoverable amount is measured as the higher of the fair value less cost to sell and the value in
use. Fair value less cost to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between
knowledgeable, willing parties, after deducting any direct incremental disposal costs. Value in use is the present value of
estimated future cash flows expected to arise from continuing use of an asset and from its disposal at the end of its useful
life.

2.5 Accounting estimates

The preparation of the Consolidated Financial Statements in conformity with IFRS, requires the use of certain measurement
estimates at the end of the reporting period. In general these estimates and the methods used are consistent since the
introduction of IFRS in 2005. Each estimate by nature introduces a significant risk of material adjustments (positive or
negative) to the carrying amounts of assets and liabilities within the next financial year.



20 | Fortis Consolidated Financial Statements 2009

Ultimo 2009

Assets

Available for sale securities

- Corporate dept securities

- Structured credit instruments

Level 2

Level 3

Investment property

Associates

Goodwill

Other intangible assets

Liabilities
Liabilities for Insurance contracts
Life

Non-life

Pension obligations

Provisions

For more detailed information on the application of these estimates, reference is made to the applicable notes in the
Consolidated Financial Statements. In note 7 Risk Management has been described the way Fortis mitigates the various

risks of the insurance operations.

Estimation uncertainly

- The valuation model

- Inactive markets

- The valuation model

- Use of not market observable input
- Inactive markets

Determination of the useful life and residual value
A mix of uncertainties depending on the asset mix
- The valuation model

- Financial and economic variables

- Discount rate

- The inherent risk premium of the entity

- Determination of the useful life and residual value

- Actuarial assumptions

- Interest rate used in liability adequacy test

- Liabilities for (incurred but not reported) claims

- Claim adjustment expenses

- Actuarial assumptions

- Discount rate

The likelihood of a present obligation due to events in the past
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2.6 Fair value of financial instruments

On initial recognition, the fair value of a financial instrument is the transaction price, unless the fair value is evidenced by
observable current market transactions in the same instrument, or is based on a valuation technique that includes inputs
only from observable markets.

The principal methods and assumptions used by Fortis in determining the fair value of financial instruments are:

e Fair values for securities available for sale or at fair value through profit or loss are determined using market prices from
active markets. If no quoted prices are available from an active market, the fair value is determined using discounted
cash flow models. Discount factors are based on the swap curve plus a spread reflecting the risk characteristics of the
instrument. Fair values for securities held to maturity (only necessary for disclosures) are determined in the same way.

e Fair values for derivative financial instruments are obtained from active markets or determined using, as appropriate,
discounted cash flow models and option pricing models.

e Fair values for unquoted private equity investments are estimated using applicable market multiples (e.g. price/earnings
or price/cash flow ratios) refined to reflect the specific circumstances of the issuer.

e Fair values for loans are determined using discounted cash flow models based upon Fortis’ current incremental lending
rates for similar type loans. For variable-rate loans that re-price frequently and have no significant change in credit risk,
fair values are approximated by the carrying amount. Option pricing models are used for valuing caps and prepayment
options embedded in loans that have been separated in accordance with IFRS.

e Off-balance-sheet commitments or guarantees are fair valued based on fees currently charged to enter into similar
agreements, taking into account the remaining terms of the agreements and the counterparties’ credit standings.

For more detailed information on the application of these methods and assumptions, reference is made to the applicable
notes in the Consolidated Financial Statements.

2.7 Segment reporting

Operating segments

The primary format for reporting segment information is based on operating segments. Fortis’ reportable operating segments
represent groups of assets and operations engaged in providing financial products or services, which are subject to different
risks and returns and whose operating results are regularly reviewed by the CEO.

Fortis' core activity is Insurance with the following operating segments:
e AG Insurance
e Fortis Insurance International.

In the segment reporting as included in note 14 Fortis also shows as additional information a split of the Operating segments
in Life and Non-life business.

Activities not related to Insurance and elimination differences are reported separately from the Insurance activities in the third
operating segment: General Account. In addition, the General Account also includes the investment in Royal Park
Investments, the call option on BNP Paribas shares and the liabilities related to CASHES (RPN(l)). The discontinued
operations in 2008 (Fortis Bank Belgium, Fortis Bank Netherlands, Fortis Insurance Netherlands and Fortis Corporate
Insurance) are also included in the segment General Account.

Transactions or transfers between the operating segments are entered into under normal commercial terms and conditions
that would be available to unrelated third parties.
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Geographical segments
A geographical segment is engaged in providing products or services within a particular economic environment subject to
risks and returns that are different from those of segments operating in other economic environments.

Fortis’ geographical segments for reporting purposes are:
e Benelux (Belgium, the Netherlands, Luxembourg)

e Other European Countries

* Asia,

2.8 Consolidation principles

Subsicharies

The Consolidated Financial Statements include those of Fortis SA/NV and Fortis N.V. (the ‘Parent Companies’) and their
subsidiaries. Subsidiaries are those companies, of which Fortis, either directly or indirectly, has the power to govern the
financial and operating policies so as to obtain benefits from its activities (‘control’). Subsidiaries are consolidated from the
date on which effective control is transferred to Fortis and are no longer consolidated from the date that control ceases.
Subsidiaries acquired exclusively with a view to resale are accounted for as non-current assets held for sale. The result on a
sale of a portion of an interest in a subsidiary without a change in control is accounted for in the income statement.

Intercompany transactions, balances and gains and losses on transactions between Fortis companies are eliminated. Non-
controlling interests in the net assets and net results of consolidated subsidiaries are shown separately on the balance sheet
and income statement. Non-controlling interests are stated at the fair value of the net assets at the date of acquisition.
Subsequent to the date of acquisition, non-controlling interests comprise the amount calculated at the date of acquisition
and the minority’s share of changes in equity since the date of acquisition.

The existence and effect of potential voting rights that are presently exercisable or presently convertible are considered when
assessing whether Fortis controls another entity.

Assoc:ates

Investments in associates are accounted for using the equity method. These are investments where Fortis has significant
influence, but does not control. The investment is recorded at Fortis’ share of the net assets of the associate. The ownership
share of net income for the year is recognised as share in result of associates and Fortis’ share in the investments post-
acquisition direct equity movements are recognised in equity. Gains on transactions between Fortis and investments
accounted for using the equity method are eliminated to the extent of Fortis’ interest. Losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred.

Losses are recognised until the carrying amount of the investment is reduced to nil and further losses are only recognised to
the extent that Fortis has incurred legal or constructive obligations or made payments on behalf of an associate.
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2.9 Foreign currency

For individual entities of Fortis, foreign currency transactions are accounted for using the exchange rate at the date of the
transaction. Outstanding balances in foreign currencies at year end are translated at year end exchange rates for monetary
items.

Non-monetary items carried at historical cost are translated using the historical exchange rate that existed at the date of the
transaction. Non-monetary items that are carried at fair value are translated using the exchange rate on the date that the fair
values are determined. The resulting exchange differences are recorded in the income statement as foreign currency gains
{losses), except for those non-monetary items whose fair value change is recorded as a component of equity.

The distinction between exchange differences (recognised in the income statement) and unrealised fair value results

(recognised in equity) on available-for-sale financial assets is determined according to the following rules:

¢ the exchange differences are determined based on the evolution of the exchange rate calculated on the previous
balances in foreign currency; and

o the unrealised (fair value) results are determined based on the difference between the balances in euros of the previous
and the new period, converted at the new exchange rate.

Foreign currency translation

On consolidation, the income statement and cash flow statement of entities whose functional currency is not denominated in
euros are translated into euros, at average daily exchange rates for the current year (or exceptionally at the exchange rate at
the date of the transaction if exchange rates fluctuate significantly) and their statements of financial position are translated
using the exchange rates prevailing at the date of the statement of financial position.

Translation exchange differences are recognised in equity. On disposal of a foreign entity, such exchange differences are
recognised in the income statement as part of the gain or loss on the sale.

Exchange differences arising on monetary items, borrowings and other currency instruments, designated as hedges of a net
investment in a foreign entity are recorded in equity, until the disposal of the net investment, except for any hedge
ineffectiveness that is immediately recognised in the income statement.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the
foreign entity and are translated at the closing exchange rate on the date of the statement of financial position. All resulting

differences are recognised in equity until disposal of the foreign entity when a recycling to the income statement takes place.

The following table shows the rates of the most relevant currencies for Fortis.

Rates at year end Average rates
2009 2008 2009 2008

1euro =
Pound sterling 0.89 0.95 0.89 0.80
US dollar 1.44 1.39 1.39 1.47

Hong Kong dollar 11.17 10.80 10.81 11.46
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3 Acquisitions and disposals

The following significant acquisitions and disposals were made in 2009 and 2008. Details on acquisitions and disposals, if
any, which took place after the balance sheet date are included in the notes, under note 53 Events after the date of the
statement of financial position.

3.1 Acquisitions in 2009

311 Roval Park Investments SA/NV

As a result of the transactions closed on 12 May 2009, Fortis acquired, for the total sum of EUR 760 million. a 44.7% stake
in Royal Park Investments (RPI), a special purpose vehicle that acquired part of the structured credit portfolio of Fortis Bank.
This stake has been accounted for using the equity method.

RPI acquired from Fortis Bank on the closing date a portfolio of structured credits for an agreed purchase price of

EUR 11.7 billion. The corresponding face value of the portfolio amounted to EUR 20.5 billion at 12 May 2009. This purchase
was funded by EUR 1.7 billion equity, EUR 5 billion super senior debt and EUR 5 billion senior debt; the senior debt includes
a loss absorption mechanism. The senior debt was provided by BNP Paribas and by Fortis Bank. The funding provided by
Fortis Bank is guaranteed by the Belgian government. Any cash generated by RPI will first be used to repay the super senior
debt. As at 31 December 2009, after taking into account redemptions and exchange rate fluctuations between 12 May and
31 December, the face value of the portfolio amounted to EUR 17.9 billion, and the fair value (level 3) to EUR 7.2 billion.
Interest and principal collections in the portfolio since its acquisition amounted to respectively EUR 141 million and

EUR 1.1 billion.

The initial recognition of the investment under the equity accounting method is at cost, followed by an impairment test of the
carrying amount. Fortis has requested RPI to draw up financial information based on Fortis IFRS accounting policies. RP!
has recorded the acquisition of the portfolio, related funding and people and processes as a business combination under
IFRS. At acquisition the asset portfolio is recorded at market value (EUR 8.2 billion} and the difference between the purchase
price (EUR 11.8 billion) and the market value amounting to EUR 3.5 billion was recorded in the IFRS statement of financial
position of RPI as a deferred tax asset (EUR 1.2 billion : 33,9% of 3.5 billion) and goodwill EUR 2.3 billion.

RPI manages the portfolio to maximise the value for its shareholders as defined in the management guidelines drawn up by
the RPI Board. In the current circumstances, this implies a run off scenario. In such case IFRS requires amortised cost as
subseguent measurement of the asset portfolio. IFRS requires for variable rate instruments, an instrument by instrument re-
computation of the amortised cost based on actualised cash flow information per asset. However, RPI does not have such
information available and to produce this information would require undue cost and efforts. In the absence of such
information and taking into consideration that management is also using fair value information in the context of periodically
monitoring the asset portfolio, Fortis decided to use for subsequent measurement of the asset portfolio the fair value through
profit or loss.

Using the above Fortis accounting principles, RP} made a profit of EUR 0.6 billion, before goodwill impairment for the year
2009. Since the portfolio is in run off, the profits included in the portfolio and related funding will be realised over time and will
not be replaced by profits from new transactions. The goodwill recognised by RPI represents a significant part of the future
profits of this business; the recognition of profits will therefore lead to an impairment of goodwill for the same amount.
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Based on a discounted cash flow model for the total portfolio, Fortis concluded that an impairment of EUR 0.6 billion was
required, bringing the 2009 result for RPI to nil. To determine the cash flows of the portfolio and related funding several
assumptions were made such as loss given default probability of default, pre-payment speed, housing price evolutions,
additional sector and geographical data when needed. Given the fact that the uncertainties were taken into consideration
when determining the cash flows, and the fact that the funding of RPI is guaranteed, the expected cash flows have been
discounted at 8% being the risk free interest rate for Belgium plus the normal equity premium.

At year end the fair value of the assets was EUR 7.2 billion, the goodwill EUR 1.7 billion and the deferred tax asset was
EUR 0.9 billion. The funding stood at EUR 8.2 billon and the equity at EUR 1.7 billion.

3.1.2  Acquisition of 50% + 1 share of UBI Assicurazioni

Fortis and BNP Paribas Assurance acquired 50% + 1 share of UBI Assicurazioni from UBI Banca at year-end 2009. UBI
Assicurazioni is active in the ltalian market for Non-life insurance, especially in the motor and property business, primarily by
distribution through the bank channel of UBI Banca. The transaction was executed through a holding company

(F&B Insurance Holdings), which is owned by Fortis (50% + 1 share) and BNP Paribas Assurance (50% -1 share). UBI Banca
will keep 50% - 1 share of UBI Assicurazioni. Fortis and BNP Paribas Assurance have paid a consideration of

EUR 120 million in cash on completion. An additional consideration currently estimated at approximately EUR 40 million (net
present value) will be payable to UBI Banca over a 10 year period, dependent upon the achievement of certain volume
thresholds in the future. Including the additional payments, the acquisition price was EUR 160 million resulting in a goodwill
of EUR 128 million.

3.1.3  Other investments
Further to the investments mentioned above Fortis concluded some minor acquisitions, especially in real estate funds and
the parking business.

3.2 Disposals in 2009

Fortis sold a stake of 25% + 1 share (Fortis now holds 75% - 1 share) of AG Insurance to Fortis Bank for EUR 1,375 million
on 12 May 2009. The sale generated a capital gain of EUR 697 million.

On 6 October, Fortis announced the sale of its Luxembourg Non-life activities to La Béloise, for a total consideration of

EUR 23 million. The sale effectively took place in January 2010. Fortis further sold its reinsurance business (CAPAG) in
Luxembourg. The assets and liabilities of Luxembourg Non-life and CAPAG are treated as Assets and Liabilities held for sale
and reflected in the roll forwards of the relevant items in the statement of financial position as if they were sold as of

1 January 2009.
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3.3 Discontinued operations in 2008

Due to the turmoil in the financial markets, Fortis was forced to sell large parts of its operations to the Belgian and Dutch
States in 2008. In accordance with IFRS the sale of these operations was treated as discontinued operations.

The impact of discontinued operations on Fortis’ income statement for 2008 is as follows:

2008

Fortis Bank nv-sa (Fortis Bank Belgium) (20.822)
Fortis Bank Nederland (Fortis Bank Netherlands) (8,590 )
Fortis Verzekeringen Nederland (Fortis Insurance Netherlands) 1.745
Fortis Corporate Insurance 255
Total (27.412)

The income statement for 2008 as shown above does not include detailed information for 2008. This is due to the fact that
the four discontinued operations informed Fortis at year-end 2008 that they were not able to provide Fortis with the full detail
of the operational result for the period 1 January 2008 - till the date of sale due to material uncertainties.
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3.4 Assets and liabilities of acquisitions and disposals

The table below provides details of the assets and liabilities resulting from the acquisition or disposal of subsidiaries,
associates at the date of acquisition or disposal (it is assumed that the disposal of the discontinued operations in 2008 (see
above) took place on 1 January 2008 as no financial information on the disposed entities as at the disposal date was

available).
2009 2008

Acquisitions Divestments Acquisitions Divestments
Assets and liabilities of acquisitions and divestments
Cash and cash equivalents 40 (2) (23,354)
Financial investments 354 {23) (202,970)
Investment property 117 30 (2,345)
Loans 21 (428,258 )
Investments related to unit-linked contracts (9,960 )
Investments in associates 848 (13) 7 (27,742)
Reinsurance and other receivables 106 (6) (8,411)
Current and deferred tax assets 23 (2,467)
Accrued interest and other assets 60 (7) (6) (75,565)
Property, plant and equipment (2,942)
Goodwill and other intangible assets 140 (1) 1 (1,964 )
Assets held for sale 34
Liabilities arising from insurance and investment contracts 442 (16) (19,246 )
Liabilities related to unit-linked contracts (10,632)
Debt certificates (94,291)
Subordinated liabilities 3 (20,165}
Borrowings 66 14 (451,756 )
Current and deferred tax liabilities 28 (1) 2 (1,767 )
Accrued interest and other liabilities 60 (5) 9 (148,556 )
Provisions 3 (868)
Liabilities related to assets held for sale 22
Non-controfling interests 96 690 (667)
Changes in equity related to divestments (1) (1,918)
Net assets acquired / Net assets disposed of 1,011 (697) 7 (36,112)
Resuit of disposal, gross 715 (27.412)
Taxes on result of disposal
Result on discontinued operations, net of taxes 715 (27.412)
Cash used for acquisitions / received from disposals:
Total purchase consideration / Proceeds from sale (1,011) 1,412 (7) 8,700
Less: Cash and cash equivalents acquired / divested 40 (2) (23,354)

Cash used for acquisitions / received from disposals (971) 1,410 (7) (14,654)
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) .
4 Shareholders’ equity
The following table shows the composition of shareholders’ equity as at 31 Decenmber 2009.

Share capital

- Ordinary shares: 2,516,657,248 shares issued and paid consisting of

one share of Fortis NV nominal value EUR 0.42 and one share of Fortis SA/NV par value EUR 0.42 2,114
Share premium reserve 14,278
Other reserves (9,932)
Currency translation reserve (73)
Net profit attributable to shareholders 1,192
Unrealised gains and losses 771
Shareholders' equity 8,350

4.1 Ordinary shares

Shares issued and potential number of shares

In addition to the shares already outstanding, Fortis issued options or instruments containing option features which could,
upon exercise, lead to an increase in the number of outstanding shares. Shares can also be issued due to the so-called
Alternative Coupon Satisfaction Method (ACSM), included in certain hybrid financial instruments (for details see Note 50).
The table below gives an overview of the shares issued and the potential number of shares as at 31 December 2009.

Number of shares as at 31 December 2009 2,516,657,248

Shares that may be issued:

- in connection with option plans (see Note 10) 32,220,563
- in connection with convertible securities related to the MCS (see note 50) 106,723,586
Total potential number of shares as at 31 December 2009 2,655,601,397

Fortis Bank has issued a financial instrument called CASHES in 2007. One of the features of this instrument is that it can only
be redeemed through conversion of the instrument into 125,313,283 Fortis shares. Fortis Bank has acquired all necessary
Fortis shares to redeem the CASHES (consequently they are included in the number of shares outstanding of Fortis).
However, Fortis Bank and Fortis have agreed that these shares will not receive dividend nor will they have voting rights as
long as these shares are pledged for the CASHES (see note 6 Earnings per share and note 50 Contingent liabilities).

The number of shares issued includes also shares that were issued related to the convertible instrument FRESH
(39,682,540). The FRESH is a financial instrument that was issued in 2002 by Fortfinlux. One of the features of this
instrument is that it can only be redeemed through conversion of the instrument into 39,682,540 Fortis shares. Fortfiniux has
acquired all necessary Fortis shares to redeem the FRESH (consequently they are included in the number of shares
outstanding of Fortis). However, Fortfinlux and Fortis have agreed that these shares will not receive dividend nor will they
have voting rights as long as these shares are pledged for the FRESH. As Fortfinlux is a subsidiary of Fortis, the shares
related to the FRESH are treated as treasury shares and eliminated against shareholders’ equity (see note 6 Earnings per
share and note 30 Subordinated liabilities).

The MCS will be converted mandatorily on 7 December 2010 into Fortis shares the exact number of which will depend on
the then prevailing share price, with a minimum of 88,928,413 and a maximum of 106,723,586 Fortis shares (the reported
number of outstanding shares at 31 December 2009 does not include these shares yet). According to agreements entered
into between the parties, Fortis Bank Nederland N.V. should compensate Fortis by issuing new shares at conversion; this
compensation is disputed by the Dutch State, after it took over controf of Fortis Bank Nederland N.V. (see note 6 Earnings
per share and note 50 Contingent liabilities).
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At conversion of the MCS, Fortis will record a EUR 2 billion increase in its equity against a EUR 2 billion receivable for new
Fortis Bank Nederland N.V. shares to be received from Fortis Bank Nederland N.V. In the event that the Dutch State
successfully disputes this claim, Fortis will need to record an impairment on this receivable, depending on the level of
compensation that is agreed.

Treasury shares

Treasury shares are ordinary shares that have been bought back by Fortis. The shares are deducted from shareholders’
equity under the heading Other reserves. No gain or loss is recognised on the purchase or sale of treasury shares, or on
rights obtained to buy or sell such shares. Consideration paid or received, including after tax transaction costs, is recognised
directly in shareholders’ equity.

Outstanding shares
The following table shows the number of outstanding shares:

Shares Treasury Shares

issued shares outstanding
Number of shares as at 1 January 2008 2,366,595,497 (174,633,029) 2,191,962,468
Issued 150,000,000 150,000,000
Issued related to option plans 61,751 61,751
Balance (acquired)/sold 132,804,832 132,804,832
Number of shares as at 31 December 2008 2,516,657,248 (41,828,197 ) 2,474,829,051
Balance (acquired)/sold 198,367 198,367
Number of shares as at 31 December 2009 2,516,657,248 (41,629,830) 2,475,027,418

On 26 June 2008, Fortis placed 150,000,000 Fortis shares at EUR 10.00 per new share. The total gross proceeds of the
offering amounted to EUR 1.5 billion. The cost related to the issue of these shares amounted to EUR 19.2 million.

The following table provides a specification of treasury shares as at 31 December.

2009 2008

Number Value Number Value
Held as available for sale 41,629,830 1,033 41,828,197 1,061
Balance as at 31 December 41,629,830 1,033 41,828,197 1,061

The treasury shares held by Fortis at year-end 2009 (as at year end 2008) mainly relate to the FRESH securities
(39,682,540). The value of these securities is based on the price at the date of issue. Details of the FRESH securities are
provided in Note 30.1.
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4.2 Other reserves

The negative amount of EUR 9,973 million in other reserves relates mainly to the loss in 2008 due to the sale of (former)
group companies. In addition to this loss, amounts included in other reserves relate to the accounting principles Fortis
applied prior to the introduction of IFRS as well as the application of exemptions provided for in IFRS 1, First-time Adoption
of International Financial Reporting Standards.

Treasury shares, i.e. ordinary shares bought back by Fortis, are deducted from shareholders’ equity and reported in Other
reserves. Other reserves include an amount of EUR 266 million (2008: EUR 266 million) that relates to the equity component
of convertible securities (see Note 30.1).

4.3 Currency translation reserve

The currency translation reserve is a separate component of shareholders’ equity in which are reported the exchange
differences arising from translation of the results and financial positions of foreign operations that are included in the
Fortis Consolidated Financial Statements.

Fortis does not hedge the net investments in foreign operations unless the impact of potential foreign exchange currency
movements is considered beyond Fortis’ risk appetite. However, loans used for funding purposes and known payments or
dividends in a foreign currency are hedged. Exchange differences arising on loans and other currency instruments
designated as hedging instruments of such investments are recorded in equity (under the heading Currency translation
reserve) until the disposal of the net investment, except for any hedge ineffectiveness, which will be immediately recognised
in the income statement. On disposal of a foreign entity, such exchange differences are recognised in the income statement
as part of the gain or loss on the sale.
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4.4 Unrealised gains and losses included in shareholders’ equity

The table below shows changes in unrealised gains and losses included in shareholders’ equity.

Available Revaluation
for sale of Cash flow DPF

investments associates hedges component Total
31 December 2009
Gross 1,658 83 1,741
Related tax (498 ) (498)
Shadow accounting (344) (344)
Related tax 95 95
Non-controlling interests (223) (223)
Discretionary participation feature (DPF) (5) 5
Total 683 83 5 771
31 December 2008
Gross 528 95 623
Related tax (183) (183)
Shadow accounting (73) (73)
Related tax 36 36
Non-controlling interests 20 20
Discretionary participation feature (DPF) 2 (2)
Total 330 95 (2) 423

Unrealised gains and losses on available for sale investments are discussed in detail in Note 16.

Changes in the fair value of derivatives that are designated and qualify as a cash flow hedge are recognised as an unrealised
gain or loss in shareholders’ equity. Any hedge ineffectiveness is immediately recognised in the income statement. Exchange
differences arising on instruments designated as hedges of a net investment in a foreign entity are recorded in shareholders'
equity until the disposal of the net investment, except for any hedge ineffectiveness, which is immediately recognised in the
income statement.

Fortis enters into insurance contracts that feature not only a guaranteed part but also other benefits, of which the amounts
and the timing of declaration and payment are solely at the discretion of Fortis. Depending on the contractual and statutory
terms and conditions, unrealised changes in the fair value of the asset mix related to such contracts are, after the application
of shadow accounting, reported as part of shareholders’ equity under separate discretionary participation features (DPF) and
in unrealised gains and losses related to available-for-sale investments.
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The table below shows changes in gross unrealised gains and losses included in shareholders’ equity for 2008 and 2009.

Available Revaluation
for sale of Cash flow DPF
investments associates hedges component Total

Gross unrealised gains (losses) as at 1 January 2008 109 49 (4) 154
Unrealised gains (losses) related to discontinued operations

reclassed to income statement 562 3 4 569
Changes in unrealised gains (losses) during the year 548 27 575
Reversal unrealised gains (losses) because of sales (686) (686)
Foreign exchange differences (7) 3 (4)
Divestments of associates
Other 2 13 15
Gross unrealised gains (losses) as at 31 December 2008 528 95 623
Changes in unrealised gains (losses) during the year 1,022 1 1,023
Reversal unrealised gains (losses) because of sales 109 109
Foreign exchange differences 4 (2) 2
Divestments of associates (3) (11) (14)
Other (2) (2)
Gross unrealised gains (losses) as at 31 December 2009 1,658 83 1,741

4.5 Dividend

Once a dividend is declared, shareholders may choose to receive the dividend from Fortis SA/NV (Belgium) or from
Fortis N.V. (the Netherlands). The gross dividend of Fortis SA/NV is equal to the gross dividend of Fortis N.V,

If a shareholder does not elect to receive dividend from one of the above, a default procedure will apply based primarily on
the domicile of the shareholder (for registered shares) or of the central securities depository with which the shareholder’ bank
has deposited the shares (in the case of shares held in a securities account), with Belgian residents receiving solely Belgian
dividends and Dutch residents receiving solely Dutch dividends. Shareholders dorniciled in neither Belgium nor the
Netherlands will receive a Belgian and a Dutch dividend in equal proportions. Holders of physical bearer shares who do not
specify the source of their dividend will receive a wholly Belgian dividend.

The companies comprising Fortis are subject to legal restrictions regarding the amount of dividend they may pay to their
shareholders. The Dutch Civil Code stipulates that a Dutch company may pay dividends only if the net equity of that
company exceeds the total of the paid-up and called-up capital and the reserves required by law or by the company's
Articles of Association.

Under the Belgian Companies Code, 5% of a company’s annual net profit must be placed in a reserve fund until this fund
reaches 10% of the share capital. No dividends may be paid if the value of the company’s net assets falls below, or following
payment of a dividend would fall below, the sum of its paid-up capital and non-distributable reserves.

Belgian and Dutch subsidiaries are also subject to dividend restrictions arising from minimum capital and solvency
requirements imposed by regulators in the countries in which those subsidiaries operate.

Proposed dividend for 2009
The Board of Directors will propose to the Annual General Meetings of Shareholders on 28 and 29 April 2010 a total cash
dividend of 8 Eurocent per share. The proposed dividend is in agreement with the Fortis dividend policy.
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5 Non-controlling interests

The following table provides information about the most significant non-controlling interests in Fortis entities.

% of non-controlling Amount as at % of non-controlling Amount as at
interest 31 December 2009 interest 31 December 2008

Group company
AG Insurance 25.0% 954
Fortis Luxembourg Vie SA 50.0% 47 50.0% 37
Interparking SA 10.1% 79 10.1% 81
Millenniumbcp Fortis 49.0% 477 49.0% 396
F&B/UBI Assicurazioni 75.0% 93
Other 4 1
Total 1,654 515

The non-controlling interest of AG Insurance relates to the sale of 25% + 1 share of AG Insurance to Fortis Bank on
12 May 2009. Non-controlling interest represents the relative participation of a third party in the IFRS shareholders’ equity of

a Fortis subsidiary as determined on Fortis IFRS accounting principles.
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§) Earnings per share

The following table details the calculation of earnings per share.

200
Net profit attributable to shareholders 1,192
Elimination of finance costs on convertible debt (net of tax impact)
Net profit used to determine diluted earnings per share 1,192
Weighted average number of ordinary shares for basic earnings per share 2,474,987,564
Adjustments for:
- assumed conversion of convertible securities
- share options
- restricted shares 469,740
Weighted average number of ordinary shares for diluted earnings per share 2,475,457,304
Basic earnings per share (in euro per share) 0.48
Basic earnings per share before result of discontinued operations (in euros per share) 0.48
Diluted earnings per share (in euros per share) 0.48
Diluted earnings per share before resuit of discontinued operations (in euros per share) 0.48

200

(28,022

(28,022)

2,295,883,060

738,895
2.296,621,955

(12.21)
(0.27)
(12.21)
(0.27)

In 2009 weighted average options on 32,220,563 shares (2008: 43,971,460) with a weighted average exercise prices of
EUR 21.57 per share (2008: EUR 22.31) were excluded from the calculation of diluted EPS because the exercise price of the
options was higher than the average market price of the shares. During 2009 39,582,540 Fortis shares (2008: 39,682,540)
arising from the FRESH were excluded from the calculation of diluted earnings per share because the interest per share

saved on these securities was higher than the basic earnings per share.

The Fortis shares to be issued related to the MCS have been excluded from the calculation of diluted earnings per share
because Fortis expects that the issuance of these shares will have no dilutive effect (see also note 50 Contingent liabilities).

Fortis shares totalling 125,313,283 (2008: 125,313,283) issued in relation to CASHES are included in the ordinary shares
although they do not bear dividend nor voting rights until the moment of conversion of the CASHES (see also note 50).
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/ Risk Management

7.1 Introduction

Risk Management is an integral part of the insurance business and is therefore part of the activities of all managers across
the group. The mission of the Risk Management department at group level and within the operations is to ensure that risks
that affect the achievement of strategic, operational or financial objectives are promptly identified, measured, managed,
reported and monitored.

In practice Fortis’ risk management aims to achieve the following objectives:

e understand the key risks being taken and ensure no plausible scenario would cause the company to default on its
obligations to policyholders and debt holders

e defining a risk appetite and ensuring that the risk profile is kept within the limits defined

e support the Group’s decision making process by ensuring that consistent, reliable and timely risk information is available
to the decision makers and using that information to provide a risk opinion

e create a culture of risk awareness in which each manager carries out his duty to be aware of the risks of his business, to
manage them adeqguately and report them transparently

e monitoring of limits.

Fortis’ risk framework is permanently under development to ensure Fortis builds on the strengths of the past and the
lessons learned during extreme market conditions of the last years. Also the framework will need to be regularly adapted to
the needs of Fortis. The framework is targeted to support the mission, objectives and high standards of risk management at
group and local business level. It will combine the following elements into a coherent risk management framework:

e risk organisation and governance

e core policies and guidance

e measurement and modeling methods

e risk appetite

® reporting requirements.

7.2 Risk management organisation and governance

The Risk Management organisation is designed to ensure:

e clear responsibility and accountability regarding risk management and a culture of risk awareness
e independence of the risk management functions

e transparent and coherent risk-related decision-making, covering all risks of the risk taxonomy

e knowledge and best practice sharing and high standards of risk management

e consistency to enable aggregate risk reporting and oversight at group level.

The risk governance and organisation is summarised below.



36 | Fortis Consolidated Financial Statements 2009

o
3
64
B2
g2
@ g
=
Q
0 —
39
© 3
(OIS
5 O
58
83
20
20
9]
=&
4+——p « > —>
LEVEL | LEVEL Il LEVEL Il
Risk Taking Risk control Assurance
Group Risk Forum

Each insurance company:

is responsible for managing its risks and ensuring that it has a comprehensive risk management framework in place

is responsible for managing its risks within the limits, policies and guidelines set by Fortis Group, regulators and its local
Board

has a Risk Committee, which supports its management team in ensuring that key risks are well understood and
appropriate risk management procedures are in place

has an ALM or Risk Committee whose role includes monitoring of market risks to ensure they are managed in
accordance with the risk framework and within agreed limits and to make specific decisions or recommendations relating
to ALM

has a risk function to support the work of the Risk Committee and provides risk reporting and opinions to the local CEO,
local Board and to Group management.

Local management including local risk management is considered the first level of control as they have primary responsibility
for identifying and managing risk within their operations.

On group level, Fortis has in place a central risk function which:

is responsible for the overall risk profile of the group including the aggregate risk profile of the insurance companies and
the group holding assets and liabilities

is responsible for ensuring that a comprehensive risk management framework is in place

is responsible for managing the risks within the limits, policies and guidelines set by regulators and the Group

has the Group Risk Committee (GRC), which supports the management in ensuring that key risks are well understood
and appropriate risk management procedures are in place

has the Fortis Assets and Liability Committee whose role includes monitoring of overall market risks to ensure they are
managed in accordance with the risk framework and within agreed limits. This role also includes to make specific
decisions or recommendations relating to ALM at group holding level
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e has a Group Chief Risk Officer (CRO) who is a member of the Executive Committee
e supports the work of the Group Risk team and Committee and provides risk reporting and opinion to the CEO and
Group Board (directly and via the Audit and Risk Committee).

Fortis’ Group Management including Risk Management is considered the second level of control — their role is primarily one
of setting the high level strategy and aggregate risk appetite and to coordinate, monitor, challenge and support.

Internal Audit provides an important additional level of control by both systematic and ad hoc assessments of management
processes including risk management, ensuring policies adhered and auditing risk practices.

Fortis’ risk framework emphasises the importance of ensuring the responsibility for good risk management is very clearly
within each insurance business. Each business is responsible for having in place a risk framework which meets their own
needs and takes into account the group standards. The Group CRO is supported in his work by the Group Risk Officer and
Group Risk department. This support includes coordinating development and improvements to the group risk framework,
providing risk reports and opinions on risks across the group and coordination of major joint risk initiatives such as the
Solvency Il project.

There are a number of mechanisms in place to favour consistency, transparency, sharing of knowledge and that group wide
developments benefit from the practical experience and expertise from the operating entities and that changes because of
developments are accepted and implemented. The Chief Risk Officer from each operating company is a member of a Fortis
Group Risk Forum which meets regularly to share knowledge and best practice and to jointly develop and improve the group
risk framework. Changes to the group risk framework are to be approved via the Group Risk Committee (GRC) and for
certain core elements, such as risk appetite, by the Board. The GRC includes representation from the operations and
therefore ensures that decisions or recommendations made by the GRC take into account the views and expertise of the
operations. The most significant risk issues and methodologies are also reviewed at the Executive and Management
Committees and by the Board. Once changes to the group risk framework have been agreed by the group level bodies, they
are then taken to each local Board for formal adoption by the operating entity.

The Group Risk Committee scope includes the General Account which contains, amongst others, legacy financial assets
and liabilities and is managed separately from the insurance companies.
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7.3 Risk Taxonomy

Fortis operates across a wide range of insurance products across many countries. Fortis is therefore exposed to a wide
range of risks. Fortis’ risk taxonomy is intended to provide a complete overview of the potential risks the businesses can
face:

Financial Insurance Liability Operational Strategic
. Risk . .
Risk . Risk Risk
(Life, P/C & A/H)

4 ) 4 ™) ( ™)
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7.4 Financial Risk

Financial risk encompasses all risks relating to the value and performance of financial assets. This includes:

e credit risk which arises from counterparty defaults

e market risk which arises from fluctuation in values and interest rates

e liquidity risk which arises from the unexpected need for cash and potential difficulties of obtaining it at short notice

e concentration risk which arises because of individual exposures or a large aggregate exposure to potentially correlated
investments. This can also impact credit market or liquidity risk.

Financial risk is the most significant risk for many of Fortis’ operations. The risk framework in place in all operations combines
investment policies, limits, stress tests and regular monitoring to control the nature and level of financial risks and to ensure
that risks being taken are appropriate for both customer and shareholder and are appropriately rewarded.
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Overall asset mix is determined by operating companies based on asset mix studies to identify the appropriate strategic
asset and regular monitoring of the market situation and prospects to decide on the tactical allocation. The decision process
needs to balance risk appetite, capital requirements, long term risks and return, policyholder expectations, profit sharing
requirements and tax and liquidity issues to arrive at an appropriate target mix.

The mission of Group Risk Management includes monitoring aggregate risk appetite covering financial risks and working
with the operating companies to develop the group policies and best practice which must be adopted by the local boards to
ensure they become part of the local regular activity.

7.4.1 Credit Risk
Credit risk arises because of the risk of counterparty defaults or because the value of Fortis” investments changes due to
changes in the credit spreads.

Credit risk arises within Insurance primarily in the investment portfolios. The credit risks within the General Account relate
mainly to loans to banks and loans that are outstanding to former subsidiaries of Fortis.

Credit risk is managed through limits which take into account the type of credit exposure, credit quality and, where needed,
maturity, and through regular monitoring and early warning systems. Fortis also monitors its largest exposures to individual
entities, groups and other potential concentrations such as sectors and geographics to ensure adequate diversification and
identification of significant concentration risk.

A significant portion of Fortis’ liabilities are illiquid. Fortis generally aims to hold credit assets to maturity. This helps reduce
the impact of spread risk significantly because where liabilities are illiquid. Fortis cannot be forced to sell at distressed prices,

but can choose to sell if considered this to be the best course of action.

Credit risk can also arise due to purchasing of re-insurance and other risk mitigation. Fortis minimises this risk through
policies on counterparty selection, collateral requirements and diversification.

The following tables give an overview to which credit risk Fortis is exposed.
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31 December 2009

Cash and cash equivalents (see note 15)

Derivatives held for trading (assets) (see note 16)

Loans
Impairments

Total Loans, net (see note 18)

Interest bearing investments
impairments

Total Interest bearing investments, net (see note 16)

Reinsurance and other receivables
Impairments

Total Reinsurance and other receivables, net (see note 20)

Total credit risk exposure, gross
Impairments

Total credit risk exposure, net

31 December 2008

Cash and cash equivalents (see note 15)

Derivatives heid for trading (assets) (see note 16)

Loans
Impairments

Total Loans, net (see note 18)

Interest bearing investments
Impairments

Total Interest bearing investments, net (see note 16)

Reinsuance and other receivables
Impairments

Total Reinsurance and other receivables, net (see note 20)

Total credit risk exposure. gross
Impairments

Total credit risk exposure, net

AG/

824
92
2,240
(6)
2,234
41,147
(25)
41,122
651
(8)
643
44,954

(39)
44,915

AGI

2,815

73

2,326
35,538
(114)
35,424
620
612
41,378

(128)
41,250

Fit

540

1,002
998
10,239

(6)
10,233
658

(10)
648
12,444

(20)
12,424

Fit

609

(17)
10,487

General

4,272

54

1,867

1,867

377
(365)

12

6.570

(365)
6,205

General

2,509

158

14.193

14,193

75

75

16.978
(20)
16,958

Etliminations

1967 )

(967)

(39)

(39)

(1,006 )

(1,006 )

Eliminations

P06

+1.206 )

1139)

i 139)

(1.383)

Fortis

5,636

151

4.142
(10)
4,132

51,386
(31)
51,355

1,647
(383)
1,264

62,962
(424)
62,538

Fortis

5933

43,703
(119)
43,584

€7.477
{165)
67,312
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Credit Risk Concentration

Credit Risk Concentration is any exposure to a counterparty or an aggregate of exposures to a number of positively
correlated counterparties (i.e. tendency to default under similar circumstances) with the potential to produce a significant
amount of capital loss due to a bankruptcy or failure to pay. Avoidance of concentrations is therefore fundamental to Fortis
credit risk strategy of maintaining granular, liquid and diversified portfolios.

The table below provides information on the concentration of on-balance credit risk by location of the Fortis entities as at
31 December.

2009 2008
Credit risk exposure Credit risk exposure
on balance Percentage on balance Percentage
On balance
Benelux 51,234 81.4% 57,660 85.5%
Other European countries 10,776 17.1% 8,848 13.1%
Asia 952 1.5% 968 1.4%

Total on balance 62,962 100.0% 67,476 100.0%
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The table below provides information on the concentration of on-balance credit risk by location of customer as at
31 December.

2009 e I 1[0
Credit risk exposure Credit risk exposure

on balance Percentage on balance Percentage

On balance
Benelux 18,708 29.7% 28,237 41.8%
Other European countries 42,269 67.1% 37.264 55.2%
Asia 423 0.7% 512 0.8%
Other 1,562 2.5% 1.464 22%
Total on balance 62,962 100.0% 67.477 100.0%

To manage the concentration of credit risk, Fortis’ credit risk management policy aims to spread the credit risk across
different sectors and countries.

The table below provides information on the concentration of on-balance credit risk by type of counterparty as at
31 December.

Government and Credit Corporate Retail
official institutions institutions customers customers Other Total

31 December 2009

On balance

Benelux 7,652 7,273 1,507 1,675 601 18,708
Other European countries 25,500 13,364 3,226 34 145 42,269
Asia 32 175 171 41 4 423
Other 327 725 510 1,562
Total on balance 33,511 21,537 5414 1,750 750 62,962
31 December 2008

On balance

Benelux 5,433 19,153 1,665 1,630 356 28,237
Other European countries 21,743 12,675 2,659 39 148 37,264
Asia 35 242 155 40 40 512
Other 391 638 420 15 1,464

Total on balance 27,602 32,708 4,899 1,709 559 67.477
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Credit Risk quality
The table below outlines the credit quality by investment grade of debt securities based on external ratings.

2009 2008
Carrying value Percentage Carrying value Percentage
Investment grade
AAA 17,546 34.2% 15,291 35.1%
AA 12,610 24.5% 10,676 24.5%
A 16,020 31.2% 16,812 38.6%
BBB 4,902 9.5% 617 1.4%
Investment grade 51,078 99.4% 43.396 99.6%
Below investment grade 141 0.3% 55 0.1%
Unrated 136 0.3% 133 0.3%
Total investments in interest bearing securities, net 51,355 100.0% 43,584 100.0%
Impairments 31 119
Total investments in interest bearing securities, gross 51,386 43,703

Additional information is provided below on the quality of Government Bonds and Corporate Bonds
The table below provides information on Government bonds.

31 December 2009

By IFRS classification

Available for sale 33,435
Held at fair value 10
Total government bonds 33,445
By rating

AAA 6,719
AA 10,702
A 12,223
BBB 3,787
Total investment grade 33,431
BB or lower 8
Unrated 6
Total non-investment grade and unrated 14

Total government bonds 33,445
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The table below provides information on Corporate bonds.

31 December 2009
By IFRS classification
Available for sale 3,173

Held at fair value

Total corporate bonds 3,173
By rating

AAA 960
AA 352
A 1,547
BBB 234
Total investment grade 3,093
8B or lower 42
Unrated 38
Total non-investment grade and unrated 80
Total corporate bonds 3,173

The table below provides information on the rating of bonds of banks and other financial institutions.

31 December 2009

By IFRS classification

Available for sale 14,132
Heild at fair value 82
Total banking and other financials 14,214
By rating

AAA 9,554
AA 1,528
A 2,202
BBB 854
Total investment grade 14,138
BB or lower 33
Unrated 43
Total non-investment grade and unrated 76

Total banks and other financials 14,214
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Credit Risk mitigation
In addition to diversification and avoiding concentrations, credit risk can be reduced by hedging or by obtaining collateral.
Collateral and guarantees received as security for financial assets and commitments are as foliows as at 31 December.

Collateral received

Collateral amounts

Financial Property, plant & Other colfateral in excess of Unsecured
2009 Carrying amount instruments equipment and guarantees credit exposure ! exposure
Cash and cash equivalents 5,636 5,636
Interest bearing investments 51,355 51,355
Loans to banks 1,816 1,816
Loans to customers 2,316 131 2,467 14 880 584
Other receivables 1,264 1,264
Total credit exposure, net 62,387 131 2,467 14 880 60,655
2008
Cash and cash equivalents 5,933 5,933
Interest bearing investments 43,584 43,584
Loans to banks 13,893 35 13,858
Loans to customers 2,51 128 2,407 9 861 828
Other receivables 1,154 1,154
Total credit exposure, net 67,075 163 2,407 9 861 65,357

1) Collateral and guarantees in excess of credit exposure' equals the aggregated surplus of security received on an individual contract basis.

Collateral value is determined by means of a prudent valuation approach based on a range of criteria, including the nature
and specific type of the collateral, its liquidity and the volatility of its value.

fPast due credit exposure

A financial asset is past due if a counterparty has failed to make a payment when contractually due or if it has exceeded an
advised limit or has been advised of a limit smaller than its current outstanding. Financial assets which have reached the 90-
days past due trigger are automatically classified as impaired.
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The table below provides information on the ageing of past due financial assets not classified as impaired (financial assets
which have reached the 90-days past due trigger are therefore not included) as at 31 December.

> 30 days
&
Carrying <=30 < =60 > 60
amount of days days days
assets past due past due past due Total
2009
Cash and cash equivalents 5,636
Interest bearing investments 51,355
Loans to banks 1,814
Loans to customers 2,227 69 18 14 101
Other receivables 1,264
Total 62,296 69 18 14 101
2008
Cash and cash equivalents 5,933
Interest bearing investments 43,584 164 164
Loans to banks 13,893 7 7
Loans to customers 2,511 67 17 9 93
Other receivables 1,154 47 3 2 52
Total 67,075 278 20 14 316

Collateral and guarantees received as security for past due but not impaired financial assets are detailed below as at
31 December.

Collateral Received

Collateral and

guarantees

Financial Property, plant & Other collateral in excess of Unsecured
2009 Carrying amount instruments equipment and guarantees  credit exposure " exposure
Interest bearing investments
Loans to banks
Loans to customers 101 92 26 35
Other receivables
Total past due credit exposure 101 92 26 35
2008
Interest bearing investments 164 164
Loans to banks 7 7
Loans to customers 93 97 36 32
Other receivables 52 52
Total past due credit exposure 316 97 36 255

1) Collateral and guarantees in excess of credit exposure' equals the aggregated surplus of security received on an individual contract basis.
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Impaired credit exposure

Impairment for specific credit risk is established if there is objective evidence that Fortis will not be able to collect all amounts
due in accordance with contractual terms. The amount of the impairment is the difference between the carrying amount and
the recoverable amount.

The table below provides information on impairments and the impaired credit risk exposure as at 31 December.

2009 2008

Impairments Impairments
Impaired for specific Coverage Impaired for specific Coverage
outstanding credit risk ratio outstanding credit risk ratio
Interest bearing investments 34 (31) 91.2% 119 (119) 100.0%
Loans to banks 2 (1) 50.0% 2 (1) 50.0%
Loans to customers 89 (9) 10.1% 72 (9) 12.5%
Other receivables 386 (383) 99.2% 42 (35) 83.3%
Total impaired credit risk exposure 511 (424) 83.0% 235 (164) 69.8%

Other receivables include the claim on FCC (see note 20 Reinsurance and other receivables for details).

The following table provides details on collateral and guarantees received as security for financial assets and commitments
classified as impaired as at 31 December.

Collateral Received

Collateral and

guarantees in

Impaired Financial Property, plant & Other collateral excess of impaired Unsecured
2009 outstanding instruments equipment and guarantees  credit exposure " exposure
Interest bearing investments 34 34
Loans to banks 2 2
Loans to customers 89 5 122 41 3
Other receivables 386 386
Total impaired credit exposure 511 5 122 41 425
2008
Interest bearing investments 119 119
Loans to banks 2 2
Loans to customers 72 5 73 1" 5
Other receivables 42 42
Total impaired credit risk exposure 235 5 73 11 168

1) ‘Collateral and guarantees received in excess of credit exposure' equals the aggregated surplus of security received on an individual contract basis.
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The table below provides information on the duration of impairment, i.e. the period between the financial asset’s first

impairment event and 31 December.

< 1year
impaired
2009
Interest bearing investments 8
Loans to banks
Loans to customers 69
Other receivables 372
Total impaired credit exposure 449
2008
interest bearing investments 81
Loans to banks 2
Loans to customers 56
Other receivables 28
Total impaired credit risk exposure 167

Write-offs are based on Fortis’ latest estimate of its recovery and represent the loss that Fortis considers it will incur.
Conditions for write-off may be that the obligor’s bankruptcy proceedings have been finalised and securities have been
exhausted, the obligor and/or guarantors are insolvent, all normal recovery efforts have been exhausted, or the economic

> 1 year
<5 years > 5 years
impaired impaired
26
2
18 2
9 5
55 7
38
16
7 7

61

loss term (i.e. the term within which all expenses will exceed the amount of recovery) has been reached.

7.4.2 Market Risk

Market risk arises due to variations in market conditions and the individual situation of assets which impact the value and

yield of Fortis investments.

Total

34

89
386

511

119

72
42

235

The key drivers of market risk are interest rate risk, share and real estate values and currency risk. Each insurance company
operates within the limits and guidelines set by their risk framework in particular their investment policies and risk appetite. Al

insurance companies have in place an Asset Liability Management (ALM) Committee or Risk Committee to ensure these
risks are monitored, well managed and to have assistance in decision making.

Interest Rate Risk

Changes in interest rate risk can impact the products the insurance companies sell through, for example, guarantees and
profit sharing and the value of Fortis’ investments. it arises because of a mismatch between the sensitivity of assets and

liabilities to changes in interest rates.

Fortis measures, monitors and controls its interest rate risk using a number of indicators including mismatch analysis and

stress testing. For short term business, the investment policies usually require close matching unless specifically approved.
Longer term business can be difficult to match due to lack of availability of suitable assets and the matching strategy will be

determined taking into account the risk appestite, availability of assets, current and prospective market rates and levels of

guarantee. Derivatives are sometimes used to hedge interest-rate risk.
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The tables below show exposure to interest rate risk for the total insurance business.

e The asset and liability fixed flows distribution is shown below. Only interest-rate linked items are shown in the table.
Equity securities and real estate are excluded.

e The liabilities arising from Life insurance businesses are projected on a best-estimate basis and do not include any future
new business.

e the Non-life insurance business is projected on a best-estimate basis taking into account the expected rate of renewals
of existing contracts but excluding new contracts.

The interest-sensitivity gap for a given time period is the difference between the amounts to be received and the amounts to
be paid in that period.

<1 year 1-5 years 6-10 years 11-20 years >20 years
At 31 December 2009:
Insurance
Assets 6,309 18,956 24,180 15,027 7,420
Liabilities (3.892) (17,650) (15,403) (14,658 ) (14,122)
Gap Assets - Liabilities 2,417 1,306 8,777 369 (6,702)
At 31 December 2008.
Insurance
Assets 7,255 21,169 25,546 13,164 6,416
Liabilities (6,566 ) (19,002) (12,935) (11,642) (10,067 )
Gap Assets - Liabilities 689 2,167 12,611 1,522 (3,651)

The typically long-insurance liabilities imply a negative gap on the long maturity buckets and a positive one on the shorter
part of the curve.

Equity and Real Estate Risk

Equity and real-estate risk arises due to variations in the value or yield of the investments. These risks are controlled through
limit setting based on the risk appetite and through investment policies that require a range of controls to be in place
including what action will be taken in the event of significant falls in value {for example CPPI mechanism'). Pro-active
management of this risk in recent years resulted in the rapid reduction in exposure to equity risk through sales and hedging.
It helps to avoid losses and to ensure that the insurance companies remain solvent throughout the financial crisis.

! CPPI stands for Constant Proportion Portfolio Insurance and is a technique for ensuring that fiabilities are protected by ensuring that a fixed minimum return is achieved

on the relating assets either at ail times or more typically, at a set date in the future.
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IFRS defines equity exposure based on the legal definition. For risk management purposes Fortis bases its definition of
equity exposure on the underlying assets and risks. On a risk based approach, total economic exposure to equities is given
in the table below together with a recongiliation to the IFRS reported figures.

IFRS Definition Eoonomic exposurn

Type of asset

Direct equity investments 661 661
Equity funds 84 84
Private equity 2 2
Mixed funds 102 102
Structured funds 21 21
Hedge funds 32 32
Bond funds 62

Money market funds 26

Real estate funds (SICAFI/REITS) 574

Other equity funds 26
Total equity securities and other investments 1,564 928

For risk management purposes, Fortis defines the exposure to real estate on the market value of the assets and include the
assets held for own use. This differs from exposure reported under IFRS definitions which exclude unrealised gains and
report property held for own use. The table below identifies what Fortis considers economic exposure to real estate and how
this reconciles to the figures reported under IFRS.

IFRS Detinition Econoniic exposure
Type of asset
Carrying amount
Investment properties 1,653 1,653
PP&E: land and buildings for own use 1,035 1,035
Unrealised capital gain
Investment properties 553
PP&E: land and buildings for own use 390
Buildings held for resale 37 37
Real estate funds 574
Other real estate funds 12
Real estate certificates 1
Other real estate assets transferred from other assets (goodwill, intangibles, leasing) 284

Total risk based view on real estate exposure 2,725 4,549
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Currency Risk
Currency risk arises when a business has a mismatch between the currency of the assets and the liabilities or where Fortis
owns businesses which operate with currencies other than the Euro.

Fortis’ investment policy limits this risk by requiring the currency mismatch between assets and liabilities to be minimised and
in most cases it is eliminated entirely.

Fortis accepts the mismatch arising from ownership of operating businesses in non-euro currencies as a conseguence of
being an international group. Fortis does, however, hedge any known cashflows (dividends or capital injections) that are due
to be made within one year.

The main currency risk exposures to foreign currencies as at 31 December 2009 are stated in the table below. The
exposures shown are net (assets minus liabilities), after hedging.

Currency (in Eur million) HKD GBP THB  MYR CNY TRY HUF usp JPY  NOK  AUD NZD RUB INR
Total assets 1,086 2,001 90 220 137 173 3 1,650 3 1 3 2 3 11
Total liabilities 567 1,423 167 1,366 31 37 26 6

Total assets minus liabilities 519 578 90 220 137 6 3 314 3 ( 30) (34) (24) (3) 11
Off balance 32 (20) 30 33 23

Net position 551 578 90 220 137 6 3 294 3 (1 n (3) 11
Of which invested in equity stakes 683 513 90 220 137 7 (2) "

Overview of Market Risks

The table below shows the respective risk factors as given by the following set of stylised scenarios. The stressed scenarios
are applied to the fair value of the insurance business, which equals the fair value of its assets minus the fair value of its
liabilities. The best estimate liabilities excluding profit sharing are discounted at the swap rate, while the profit sharing is
valued using a risk neutral simulation approach. The scenarios chosen are stylised forms of historical stress tests to facilitate
the interpretation and communication of the scenarios and relate to Fortis’ risk appetite framework. The correlations used to
aggregate the risk factors are equally rounded and are aligned with the recent proposal from CEIOPS.

Figures in EUR million Stress scenario Impact on Fair value
Equity-market risk Equity markets -30% {253)
Interest-rate risk +100bps (145)
Interest-rate risk -100bps (6)
Real-estate risk -10% (304)
Currency risk Non Euro currencies -10% (102)

Fortis has changed in the course of 2009, in anticipation of Solvency Il, the model for calculating the market risks. Fortis is
now applying stress scenarios instead of a value at risk approach. The combination of the worst-case scenarios for the
different market risks, taking into account 10 year of history, based on a correlation of 1/2 between the risk factors, except
for real estate and equities with a correlation of O would give an impact of EUR 612 million on the fair value of insurance
business.

A decrease in value with both an increase and decrease in the interest rate is the result of several compounding effects.

A positive duration of the surplus, short savings products, term business and unit linked business causes for a decrease in
value with higher interest rates and an increase in value with lower interest rates. With long term guaranteed savings
products an increase in the interest rate has a relatively small positive impact on the value as returns above the guaranteed
rate are shared with the policyholder. However, a decline in the interest rate has a more significant negative outcome on the
value as returns below the guaranteed rates are to be compensated by the insurer. This negative impact of the savings
products offsets the positive impact of the other compartments.
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Liquictity Risk

Liquidity risk is the risk of not meeting actual payments when they are due. it has two components:

e Funding liquidity risk is the risk that expected and unexpected cash demands of policyholders, and other contract
holders cannot be met without suffering unacceptable losses or without endangering the business franchise.

e Market liquidity risk concerns the inability to realise assets due to inadequate market depth, or market disruption. As
such it is related to market risk.

Each business ensures they can meet all local and group liquidity requirernents by identifying and monitoring liquidity risk so
that the circumstances under which liquidity issues are possible are known and understood (i.e. expected liability run-off
profile, mass lapse event, slow down in new business, change in rating etc), as well as their ability to respond (i.e. liquidity of
assets in a crisis). At group level the aggregate liquidity is monitored including payments relating to legacy instruments,
transfers to/from operating companies, dividend payments to shareholders both under current conditions and stress
conditions.

The table below shows Fortis’ assets and liabilities classified into relevant maturity groupings based on the remaining period
to the contractual maturity date. It covers all Fortis assets and liabilities and therefcre includes both the insurance business
and holding activities.

Upto

T month  1-3months  3-12 months 1-6 years Over 5 years  No maturity Total
At 31 December 2009
Assets
Fixed rate financial instruments 642 344 2,152 13,615 35,389 583 52,725
Variable rate financial instruments 4,327 294 380 621 2,044 283 7,949
Non-interest bearing financial instruments 403 312 500 159 113 3,076 4,563
Non-financial assets 6,482 282 813 4,213 5,206 11,010 28,006
Total assets 11,854 1,232 3,845 18,608 42,752 14,952 93,243
Liabilities
Fixed rate financial instruments 210 328 1,362 1,957 849 108 4,814
Variable rate financial instruments 406 3 4 88 1,251 179 1,931
Non-interest bearing financial instruments 582 818 2,832 15,592 24,813 7,382 52,019
Non-financial liabilities 6,658 404 1,256 4,950 3,987 7,220 24,475
Total liabilities 7,856 1,553 5,454 22,587 30,900 14,889 83,239
Net liquidity gap 3,998 (321) {1,609) (3,979) 11,852 63 10,004
Liabilities including future interest
Fixed rate financial instruments 221 353 1,554 2,609 907 161 5,805
Variable rate financial instruments 406 3 5 90 179 683
Non-interest bearing financial instruments 582 818 2,832 15,592 24,813 7,382 52,019
Non-financial liabilities 6,658 404 1,256 4,950 3,987 7,220 24 475
Total liabilities undiscounted amount 7,867 1,578 5,647 23,241 29,707 14,942 82,982
At 31 December 2008
Total assets 15,574 3,534 4,666 12,669 42,121 14,306 92,870
Total liabilities 8,354 1,942 10,292 16,572 27,920 20,480 85,560

Net liquidity gap 7,220 1,592 (5.626) (3,903) 14,201 (6174) 7.310
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Essential in the net liquidity gap position are the debt instruments that Fortis issued in the past to support the activities of
Fortis. Some of these debt instruments have been onlent to former Fortis subsidiaries. These onlent instruments amount at
year end 2009 to around EUR 1 billion. Fortis watches daily the timely repayments (including interest) on these instruments
as well as whether the underlying conditions of these instruments are met (for details on the credit exposure of Fortis which
includes these instruments see 7.2; specific details about the debt instruments are provided in note 30 Subordinated
liabilities). Details on the management within insurance of the investment of positions in financial instruments are set out in
7.3 Market Risk.

Fortis has issued a number of perpetual financial instruments which are included in the table above. These instruments are:

e Hybron: the principal loan amounts to EUR 500 million. Coupons are payable annually at the rate of 5.125% of the
principal amount until June 20, 2016. After June 20, 2016, coupons will be paid at a floating rate of 3 month EURIBOR
plus 2.00% per annum. Hybron is included in the line Fixed rate financial instruments.

e Nitsh 1: the principal loan amounts to US$750 million. Coupons are payable semi-annually at the rate of 8.25% Perpetual
Securities. Nitsh 1 is included in the line Fixed rate financial instruments.

e Nitsh ll: the principal loan amounts to EUR 625 million. Coupons are payable semi-annually at the rate of 8.00%
Perpetual Securities. Nitsh Il is included in the line Fixed rate financial instruments.

These instruments are shown in the table above within the net liquidity gap based on the carrying amount and including
accrued interest for the period. Under the heading Liabilities including future interest the instruments are shown as follows:
the interest amounts based on the rate applicable at year-end 2009 are included in the buckets Up to 1 month till 1 = 5
years. The principal amount is included under the heading Over 5 years, being the perpetual undiscounted amount as of that
date.

The FRESH is in accordance with IFRS excluded from the undiscounted amounts since the principal amount of
EUR 1,250 million can only be redeemed through conversion into Fortis shares.

7.5 Insurance Risk

Insurance risk refers to all insurance underwriting risks due to changes in claims arising from uncertainty and timing of the
claims as well as changes to the underlying assumptions, including expenses and lapses, made at the start of the policy.

Life risk includes longevity risk, mortality risk & morbidity risk (i.e. illness risk) and disability risk. These are sometimes referred
to as biometric risks. Life risk also covers lapse changes and changes in costs which can have a considerable impact on the
ultimate cost of the liabilities especially for long term business.

Non-life risk is the risk that claims are higher than expected. The causes can be split between catastrophe risk which is
when a significant event such as a windstorm leads to a jump in claims or more general claim risks which can have a range
of triggers including inflation or customer behaviour being different from that expected.

Each business manages insurance risks through a combination of underwriting policy, pricing policy, provisioning, and
reinsurance. Particular attention is made on ensuring that the customer segment who buys the product is consistent with the
underlying assumptions made about the customers when the product was designed and priced.

Underwriting policies are set at local level as part of the overall management of insurance risk and involve review procedures
by actuarial staff, who examines the actual loss experience. A range of indicators and statistical analysis tools are employed
to refine underwriting standards in order to improve loss experience and/or ensure pricing is adjusted appropriately.

Insurance companies aim to set premiums at a level that will ensure that premiums received plus the investment income
earned on them exceed the total of claims, costs of handling those claims and the cost of managing the business. The
appropriateness of pricing is tested using a range of techniques and key performance indicators appropriate to a particular
portfolio, on both a priori basis (e.g. profit testing) and a posteriori basis (e.g. embedded value, combined ratios).
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The factors taken into consideration when pricing insurance vary by product according to the cover and benefits offered.

However, in general they include:

® expected claims by policyholders and related expected payouts and their timing

e the level and nature of variability associated with the expected benefits. This includes analysis of claims statistics as well
as consideration of the evolution of jurisprudence, the economic climate and demographic trends

e other costs of producing the relevant product, such as distribution, marketing, policy administration, and claim
administration costs

¢ financial conditions, reflecting the time value of money

¢ solvency capital requirements

e target levels of profitability

* insurance market conditions, notably competitor pricing of similar products.

7.5 Mortality / longevity risk

Mortality risk arises due to unexpected changes to mortality rates because of an epidemic disease, or a major event such as
an industrial accident or natural disaster. Mortality risk of this type is mitigated through limits set in the underwriting policy
and via a number of excess-of-loss and catastrophe reinsurance treaties.

Longevity risk is the unexpected increase in survival rates resulting in an improved life expectancy, and is managed through
underwriting policy, regular reviewing of the mortality tables used for pricing and establishing liabilities, limitation of the
contract period and review of pricing at renewal. Where longevity is found to be rising faster than assumed in the mortality
tables, additional provisions are setup and pricing of new products is adjusted accordingly.

7.5.2  Disability risk
Disability risk covers the uncertainty in claims due to disability rates and levels that are higher than expected. This can, for
example, arise in the disability and health business and workers’ compensation portfolios.

The incidence of, and recovery from, disabilities are influenced by the economic environment, government intervention,
medical advances and costs, as well as standards used for disability assessment. This risk is managed through regular
review of historical claim patterns and expected future trends, and includes adjustment of pricing, provisioning and
underwriting policies accordingly. Fortis insurance companies also mitigate disability risk through medical selection strategies
and appropriate reinsurance cover.

7.56.3  Expense and Persistency risks

When designing and pricing insurance policies, assumptions also need to be made relating to the costs of selling and then
administrating the policies until they lapse or mature and of the rate of persistency that will be experienced. The risks that
actual experience may be different and the potential impact are identified during the product development stage and can be
mitigated by through the product design, for example use of early redemption penalties/loyalty bonuses, initial charges or
spreading the commission paid to distributors to align interests.

7.5.4  Non-life claims risk

Non-Life claims risk can differ from the expected outcome for a range of reasons. For example, short-tail claims, such as
motor damage and property damage claims, are generally reported within a few days or weeks and are settled soon
afterwards. The resolution of long-tail claims, such as body injury or liability claims, can take years to complete. in the case of
long-tail claims, information concerning the event, such as medical treatment required, may, due to its very nature, not be
readily obtainable. Analysis of long-tail losses is also more difficult, requires more detailed work and is subject to greater
uncertainties than analysis of short-tail losses.

Fortis’ insurance companies take into account experience with similar cases and historical trends, such as reserving
patterns, exposure growth, loss payments, pending levels of unpaid claims, as wall as court decisions and economic
conditions.



Fortis Consolidated Financial Statements 2009 | [ 55

To mitigate the claims risk, Fortis’ insurance companies adopt selection and underwriting policies based on their historical
claims experience and modelling. They do this by client segment and class of business based on knowledge or expectations
of future movements in claims frequency and severity. Fortis Insurance also benefits from diversification effects by engaging
in a wide range of Non-life insurance classes and geographies, and while this does not reduce the average claims it does
significantly reduce the variation in the total claims book and therefore the risk. The risk of unexpectedly large claims is
contained by policy limits, concentration management and re-insurance.

Life

Sensitivities (in EUR million)

Mortality rates (5%)
Expenses (10%)
Lapse rates (10%)

Non-Life

Sensitivities (in EUR million)

Expenses (10%)

Incurred claims 5%

7.55 Reinsurance

Impact on

value at

Impact on

value at

31 December 2009

48
242
85

Impact on

pre-taxation profit at

31 December 2008

75
224
67

Impact on

pre-taxation profit at

31 December 2009

85
(88)

31 December 2008

83
(84)

Where appropriate, Fortis Insurance companies also enter into reinsurance contracts to limit their exposure to underwriting
losses. This reinsurance may be on a policy-by-policy basis (per risk), or on a portfolio basis (per event), i.e. where individual
policyholder exposures are within local limits but an unacceptable risk of accumulation of claims exists at group level
(catastrophe risks). The latter events are mostly weather related or man made. Reinsurance companies are selected based
primarily on pricing and counterparty risk considerations. The management of counterparty risk is integrated into the overall

management of credit risk.

The major uses of external reinsurance include the mitigation of the impact of natural catastrophes (e.g. hurricanes,
earthquakes and floods), large single claims from policies with high limits and multiple claims triggered by a single human-
made event. We estimate that a 1 in 100 storm occurring simuitaneously in Fortis’ two largest markets, Belgium and UK,
would result in additional gross claims of EUR 428 million before reinsurance and net claims of EUR 95 million after re-

insurance.
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The table below provides details of risk retention by product line (in nominal amounts).

2009

Product lines

Motor, Third Party liability
Motor Hull

Property

General Third Party Liability
Marine

Workmen’s Compensation
Life/Disability

Personal Accident

Highest retention

per risk

10,000,000
Not applicable
21,505,000

1,000,000
4,750,000
9,500,000

750,000
500,000

Highest retention

per event

10,753,000
4,050,000
120,000,000
2,000,000
4,750,000
Not applicable
3,500,000
Not applicable

The table below provides details by product line on the proportion of premiums ceded to reinsurers in the year ended

31 December (amounts in millions).

Gross
written
premiums
2009
Product lines
Life 6,595
Accident & Healith 641
Property & Casualty 2,013
Eliminations (1)
Total insurance 9,248
2008
Product lines
Life 5,796
Accident & Health 631
Property & Casualty 2,062
Eliminations (28)

Tota! insurance 8,461

Ceded

premiums

(68)
(27)
(112)

(206)

(121)

(193)

Net

premiums

6,527
614
1,901

9,042

5732
594
1,941

8.268
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7.6 Operational risk

All companies including financial institutions are subject to operational risk due to inadequately controlled internal processes
or systems, human error or non compliance as well as from external events and in general due to the uncertainty inherent in
all business undertakings.

Each business is responsible for identifying, quantifying and managing their operational risks as part of the overall policies
and requirements of their risk framework. The most significant risks are reported and monitored at group level. For certain
operational risks such as financial losses due to fraud, computer crime, professional liability and personal liability, Fortis does
transfer the risk to third parties through insurance arrangements.

Each year Fortis undertakes a group wide Control Risk Self Assessment process to identify forward looking key risks that
could impact strategic or financial objectives and to assess risk and control framework that is in place to ensure these risks
are managed on an ongoing basis. Each business follows up on their key risks on at least a quarterly basis and the most
significant risks are also monitored at a group level. In addition to being a core part of Fortis’ risk framework, this process
leads to the management control statements made by each business and signed at group level by the Fortis CEO.

7.7 Strategic risk

Strategic risks cover external and internal factors that can impact Fortis’ ability to meet its current business plan and also to
position itself for achieving ongoing growth and value creation. This includes changes in the regulatory or competitive
landscape and reputation risks. Business strategies need to take such risks into account and we aim to be pro-active in
identifying such risks and responding to them.

Fortis’ regular risk identification and assessment processes include strategic risks. These were also explicitly considered
throughout the strategic review and planning processes and followed up as part of the regular performance dialogues.

7.8 Insurance liabilities and Adequacy Testing

Each insurance company establishes liabilities for future claims on policies and sets aside assets to support those liabilities.
This involves making estimates and assumptions that can affect the reported amount of assets, liabilities, shareholders’
equity and income statement within the next year. These estimates are evaluated at each reporting date using statistical
analysis based on internal and external historical data.

The adequacy of Insurance liabilities is reviewed at each reporting date and required increases in liabilities are immediately
recorded and recognised in the income statement. Fortis’ Liability Adequacy Testing (LAT) Policy and process fulfill IFRS
requirements. The LAT policy is defined and implemented to provide assurance to Fortis management that sufficient assets
are held to back liabilities on a best-estimate, economic basis with a high degree of confidence. An early warning
mechanism ensures that actions are taken should the level of additional prudence (assets held above and beyond the best
estimate level of liabilities) fall below certain levels, for example a 90% confidence level. In addition, the LAT Policy ensures
that all regulatory constraints are respected were they apply.

Certified actuaries (internal and external) have confirmed the overall adequacy of Liabilities arising from insurance and
investment contracts as at 31 December 2009 as well as at 31 December 2008.

The risk that the actual outcome will exceed Liabilities arising from insurance and investment contracts cannot be eliminated
completely, given the uncertainties inherent in the techniques, assumptions and data used in the statistical analysis. To
ensure that the risk of being unable to meet policyholder and other obligations is reduced to extremely low levels, Fortis
holds additional solvency capital.
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The relative variability of the expected outcomes is less for larger and more diversified portfolios. Factors that would increase
insurance risk include lack of risk diversification in terms of type and amount of risk, geographical location, type of industry
as well as negative changes in the public domain (such as legislative changes, etc.) and extreme events such as hurricanes.

Whenever such factors materialise, the level of risk is brought back down to the risk appetite levels by means of a risk
transfer mechanism, such as reinsurance. This includes, but is not limited to, European weather events.

Overview of Insurance Liabilities

Life liabilities
Life liabilities are established when a policy is sold in order to ensure that sufficient funds are set aside to meet the future
claims relating to that policy.

Non-Lite Liabilities

Non-life claims liabilities are made for claims that have occurred but have not yet been settled (i.e. expired risk). In general,
Fortis insurance companies define claims liabilities by product category, cover and year and take into account undiscounted
prudent forecasts of payouts on reported claims and estimates of unreported claims. Allowances for claims expenses and
inflation are also included.

Unexpired risks — contracts for which premiums have been received but for which the risk has not yet expired - are covered
by unearned premiums within Liabilities arising from insurance and investment contracts.

The table below provides an overview of the liabilities for AG Insurance and Fortis Insurance International.

Non-life gross liability split Life gross liability split
Total Unearned Claims Total Unit- Traditional
Non-life premium outstanding Other Life linked life
31 December 2009
AG Insurance 2,973 339 2,546 88 45,378 6,570 38,808
Fortis Insurance International 1,998 621 1,373 4 22,662 14,203 8,459
Eliminations (37) (37) (3) (3)
Fortis Insurance total 4934 960 3,882 92 68,037 20,773 47,264
Non-life gross liability split Life gross liability split
Total Unearned Claims Total Unit- Traditional
Non-life premium outstanding Other Life linked life
31 Decenber 2003
AG Insurance 2,893 341 2,451 101 41,779 5,901 35,878
Fortis Insurance International 1,432 441 989 2 19,770 12,177 7,593
Eliminations (36) (36) (9) (9)

Fortis Insurance total 4,289 782 3,404 103 61,540 18.078 43,462
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Loss reserve development table
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The loss reserve development table shows the movements of accounting reserves from
31 December 2001 until 31 December 2009. All contracts concerned are insurance contracts as defined by IFRS.

Accident Year

As at 31 December 2009

All material figures quoted are undiscounted

Gross Ultimate Claims (Cumulative) for both Property &
Casualty and Accident & Health:

Gross reserves for unpaid claims and claims expenses

developed initially at the booking date

Cumulative payments at:
2001
2002
2003
2004
2005
2006
2007
2008
2009

Reserves re-estimated at:
2001
2002
2003
2004
2005
2006
2007
2008
2009

Gross Outstanding Claims Liabilities (including {BNR)
Cumulative redundancy/deficiency

from initial claims versus re-estimated reserves

- Nominal

- Percentage

Other claims liabilities {not included in table)

Claims with regard to workers' compensation and health care

Total claims balance sheet

2001 2002 2003 2004 2005 2006 2007 2008 2009
1,305 1,424 1465 1,831 1,754 1,855 2,004 2,107 2,176
389
591 455
718 644 415
798 769 608 449
865 861 741 647 473
907 919 828 783 678 523
951 972 901 893 827 750 623
989 1,023 967 985 953 927 900 646
1,309
1,331 1,423
1,360 1,450 1,487
1,406 1492 1518 1,630
1,317 1395 1497 1622 1,743
1,322 1426 1465 1588 1,716 1,856
1,318 1,422 1,447 1,665 1,698 1,850 2,043
1,261 1,377 1,406 1,524 1,640 1,785 1,976 2,060
272 354 439 539 687 858 1.076 1414 2176
44 46 58 108 114 71 28 46
3.4% 3.2% 4.0% 6.6% 6.5% 3.8% 1.4% 2.2%
405
1,421
4,002
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The row 'Gross reserves for unpaid claims and claim expenses developed initially at the booking date’ represents the
liabilities reported in the balance sheet on the reporting date for the year indicated in the column heading. As such, each
amount in this row reflects the outstanding claim liabilities for all years of occurrence prior to and including the reporting year.

The part of the runoff table related to 'Cumulative Payments' reports the cumulative amount of claim payments made per
development period since the first of January of the year indicated. The payments relate to the years of occurrence prior to
and including the year of liability reporting.

The second part of the runoff table entitled ‘Reserves re-estimated at’ shows an estimate of the final liabilities carried at
December 31 of the year indicated in respect of all years of occurrence prior to and including this year at each future
development period. The further the claims have developed, the more reliable the valuation of the liabilities becomes.

The row 'Gross outstanding claim liabilities (including IBNR)’ represents the amount reported at year end 2009.
All reserves that can be reported in a triangular format are presented in the run off table. Claim reserves that are held on a

discounted level and some other liabilities are included in the reconciliation lines. All amounts in the table are calculated
against the applicable currency rate at year end 2009 (the exposure mainly relates to the British pound).
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8 Supervision and solvency

Since the sale of the banking operations in October 2008, Fortis has been considered an Insurance Group. As such Fortis is
subject to supervision at the operating company level as well as at the consolidated level.

8.1 Fortis consolidated

At the consolidated level, Fortis is supervised by the Belgian Banking, Finance and Insurance Commission (BFIC). Their
prudential supervision includes semi-annual verification that Fortis on a consolidated basis meets the solvency requirements.
The subsidiaries of Fortis are supervised by the regulators in the countries in which they are located.

8.2 Insurance

Fortis’ insurance subsidiaries are required to maintain a minimum level of qualifying capital relative to the premiums received
for non-life insurance contracts and relative to the life insurance liabilities arising from insurance and investment contracts.
The consolidated regulatory solvency requirements of Fortis’ insurance subsidiaries were EUR 2,756 million as at

31 December 2009 (2008: EUR 2,525 million) and are covered by the available qualifying total capital.

8.3 General Account

The General Account includes also the so called legacy related issues. For the time being no capital requirements have been
defined to cover the risks of the General Account.

8.4 Fortis core equity target and total capital

Fortis reassessed during its recent strategic review the current capitalisation levels of its insurance activities and the General
Account.

Fortis is of the opinion that the capitalisation levels appropriately reflect the specific characteristics of the businesses
including the commitments resulting from agreements with its partners. Fortis expects to maintain a minimum aggregate
solvency ratio of 200% of the minimum regulatory requirements. Fortis will review minimum targets at the time of introduction
of Solvency II.

A strong capital base in the individual insurance operations is deemed necessary on the one hand as a competitive
advantage and on the other hand as being necessary to fund the significant organic growth that is planned while satisfying
the local rating and solvency requirements.



62 | Fortis Consolidated Financial Statements 2009

Capital ratios

Fortis’ core equity amounted to EUR 8.6 billion at the end of 2009 (2008: EUR 7.9 billion). Core equity exceeds the total

minimum requirement of the insurance activities by EUR 5.8 billion (2008: EUR 5.4 billion).

The core equity of the insurance operations stood at EUR 6.1 billion (2008: EUR 4.7 billion), while total available capital at the
insurance entities amounted to EUR 6.4 billion (2008: EUR 5.1 billion}, 231% of the legally required minimum (2008: 202%).

The solvency ratio of AG Insurance amounted to 205% (2008: 189%). Based on local accounting and regulatory supervision,
the solvency ratio for AG Insurance was even 223% (2008: 204%).

For Fortis Insurance International, the total solvency ratio was 300% at the end of 2009 (2008: 238%).

Kev capital indicators
Year end 2009

In EUR million

Core equity

Total available capital

Minimum solvency requirements
Amount of total capital above minimum
Core solvency ratio

Total solvency ratio

Year end 2008

in EUR million

Core equity

Total available capital

Minimum solvency requirements

Amount of total capital above minimum

Core solvency ratio

Total solvency ratio

AG

Insurance

3,511
4,120
2,008
2,112

175%
205%

AG

Insurance

2,890
3,535
1,871
1,664

154%
189%

Insurance

International

2,552
2,246

748
1,498

341%
300%

Insurance

International

1,767
1,555
654
901

270%
238%

Total

Insurance

6,063
6,366
2,756
3,610

220%
231%

Total

Insurance

4,657
5,080
2,525
2,565

184%
202%

General

(incl. elim)

2,514
2,365

General

(incl. elim)

3.225
3,079

Total
Fortis

8,577
8,731

Total
Fortis

7,882
8,169



Reconciliation of net equity and total capital

The reconciliation of Fortis’ net equity and total capital is presented below.

Share capital and reserves

Net profit attributable to shareholders

Unrealised gains and losses

Shareholders' equity

Non-innovative hybrid capital instruments

Non-controlling interests

Revaluation of real estate to fair value

Revaluation of debt securities, net of tax and shadow accounting
Revaluation of equity securities, net of tax and shadow accounting
Goodwilt

Participation Royal Park Investments

Expected dividend

Expected dividend, related to call option BNP Paribas shares
Other

Core equity

Innovative capital instruments

Subordinated liabilities

Other prudential filters and deductions on total capital

Total capital
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2009

6,387
1,192
771
8,350
1,496
1,654
559
(812)
(10)
(650)
(760
(201
(581
(468
8,577

496

29
(371)

8,731

2008

34,394
(28,022)
423
6.795
1,474
515
526
(375)

(531)

(522)
7,882
456
67

(236)
8,169

Participating interests that are not fully consolidated are deducted from total capital. The core equity instruments issued by
Fortis and lent on to Fortis Bank SA/NV (NITSH | and part of NITSH i for a total amount of EUR 900 million) are excluded

from core equity. Of the unrealised gains on real estate after tax at AG Insurance 90% are included in core equity, the

remainder are 100% included.
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9 Post-employment benefits, other long-term employee
benefits and termination benefits

Post-employment benefits are employee benefits, such as pensions and post-employment medical care, which are payable
after the end of employment. Other long-term employee benefits are employee benefits which do not fall fully due within
twelve months of the period in which the employees rendered the related service, including long-service awards and long-
term disability benefits. Termination benefits are employee benefits payable as a result of the premature end of the
employee’s employment contract.

9.1 Post-employment benefits

9.1.1 Defined benefit pension plans and other post-employrment benefits
Fortis operates defined benefit pension plans covering the majority of its employees. Many of these plans are closed to new
employees. Most new employees join defined contribution plans.

Under defined benefit pension plans, benefits are calculated based on years of service and level of salary. Pension
obligations are determined on the basis of mortality tables, employee turnover, wage drift and economic assumptions such
as inflation and discount rate. Discount rates are set by country or region on the basis of the yield (at closing date) of debt
securities of similar duration, issued by blue-chip companies or by the government in the absence of a representative
corporate market.

In addition to pensions, post-employment benefits may also include other expenses such as reimbursement of part of health
insurance premiums and favourable conditions on financial products, such as mortgage loans, which continue to be granted
to employees after retirement.

The following table provides details of the amounts shown in the statement of financial position as at 31 December regarding
defined-benefit pension obligations and other post-employment benefits.

Defined benefit pension plans Other post-employment benefits
2009 2008 2y 2008
Present value of funded obligations 208 175
Present value of unfunded obligations 282 262 44 38
Defined benefit obligation 490 437 44 38
Fair value of plan assets (181) (159)
309 278 44 38
Unrecognised actuarial gains (losses) (35) 2 6 4
Unrecognised past service cost
Unrecognised assets due to asset ceiling
Other amounts recognised in the statement of financial position 1
Net defined benefit liabilities (assets) 274 282 50 42
Amounts in the statement of financial position:
Defined benefit liabilities 283 288 50 42
Defined benefit assets (9) (6)

Net defined benefit liabilities (assets) 274 282 50 42
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Defined benefit liabilities are classified under Accrued interest and other liabilities (see Note 34) and defined benefit assets are
classified under Accrued interest and other assets (see Note 22).

As Fortis is a financial institution specialising in the management of employee benefits, some of its employees’ pension plans
are insured by Fortis insurance companies. Under IFRS, the assets backing these pension plans are non-qualifying and
consequently may not be considered as plan assets. From an economic point of view, the net defined liability is offset by the
non-qualifying plan assets which are held within Fortis (2009: EUR 226 million; 2008: EUR 218 million), resulting in a net
defined liability from an economic point of view of EUR 48 miillion in 2009 (2008: EUR 64 million) for defined benefit pension
obligations.

The following table reflects the changes in net defined benefit liabilities (assets) as recognised in the statement of financial

position.
Defined benefit pension plans Other post-employment benefits
2008 2008 2009 2008
Net defined benefit liabilities (assets) as at 1 January 282 2,912 42 159
Net defined benefit liabilities (assets) of discontinued operations
as at 1 January (2,570) (120)
Net defined benefit liabilities (assets) of continuing operations
as at 1 January 282 342 42 39
Total defined benefit expense 27 39 6 3
Employer's contributions (10) (34)
Benefits directly paid by the employer (18) (29)
Acquisitions and disposals of subsidiaries 2
Transfer (7) (32)
Foreign exchange differences (1)
Other (3)
Net defined benefit liabilities (assets) as at 31 December 274 282 50 42

Benefits directly paid by the employer relate to defined benefit pension plans that are directly held within a Fortis entity.
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The table below shows the changes in defined benefit obligation.

Defined benefit pension plans

Other post-employment benefits

Defined benefit obligation as at 1 January

Defined benefit obligation of discontinued operations as at 1 January
Defined benefit obligation of continuing operations as at 1 January
Current service cost

Interest cost

Past service cost - vested benefits

Curtailments

Settlements

Actuarial losses (gains) on defined benefit obligation

Benefits paid

Benefits directly paid by the employer

Acquisitions and disposals of subsidiaries

Transfer

Foreign exchange differences

Other

Defined benefit obligation as at 31 December

2009

437

437
17
24

(1)
(12)

48

(5)
(18)

2008

6,715
(6,.280)

435

20

23

5
(3)

5

15
(5)
(29)

437

2iiG SO08

38 124
(83)
38 41
1 1
2 2
3
(2) (6)
2
44 38

Actuarial losses (gains) on defined benefit obligation mainly reflect the change in discount rate and other actuarial

assumptions and the experience adjustment on defined benefit obligation.

The following table shows the changes in the fair value of plan assets.

Fair value of plan assets as at 1 January

Fair value of plan assets of discontinued operations as at 1 January
Fair value of plan assets of continuing operations as at 1 January
Settlements

Expected return on plan assets

Actuarial gains (losses) on plan assets

Employer's contributions

Benefits paid

Transfer

Foreign exchange differences

Fair value of plan assets as at 31 December

Defined benefit pension plans

o 2008
159 4,438
(4,294 )
159 144
(8) 1
9 12
11 (34)
10 34
(5) (5)
33
5 (26)
181 159
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Actuarial gains (losses) on plan assets are mainly the difference between actual and expected return. The following table
shows the actual return on plan assets for defined benefit pension plans.

Actual return on plan assets

Defined benefit pension plans

2009 2008

20 (27)

The following table shows the changes in the total of unrecognised actuarial gains (losses) on liabilities and assets.

Unrecognised actuarial gains (losses) as at 1 January

Unrecognised actuarial gains (losses) of discontinued
operations as at 1 January

Unrecognised actuarial gains (losses) of continuing
operations as at 1 January

Curtailments

Settlements

Amortisation of unrecognised actuarial losses (gains)
on defined benefit obligation

Amortisation of unrecognised actuarial losses (gains) on plan assets

Actuarial gains (losses) on defined benefit obligation

Actuarial gains (losses) on plan assets

Transfer

Foreign exchange differences

Unrecognised actuarial gains (losses) as at 31 December

Defined benefit pension plans

Other post-employment benefits

2009

(35)

2008

409

(355)

2009 2008
4 33
(35)
4 (2)
2 6
6 4
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The following table shows the changes in unrecognised past service cost.

Defined benefit pension plans

L0t 2008

Unrecognised past service cost as at 1 January 15
Unrecognised past service cost of discontinued operations as at 1 January (20)
Unrecognised past service cost of continuing operations as at 1 January (5)
Amortisation of unrecognised past service cost 5

Unrecognised past service cost as at 31 December

Experience adjustments are actuarial gains and losses that arise because of differences between the actuarial assumptions
made at the beginning of the year and actual experience during the year.

The following table shows experience adjustments to plan assets and defined benefit obligations.

Defined benefit pension plans Otherpost-employment benefits
2009 2008 2007 2006 2005 2009 2004 00 2006 2005
Experience adjustments to plan assets, gain (loss) 8 (25) (187) (33) 28
As % of plan assets as at 31 December 44% (157% ) (42%) (0.8%) 0.8%
Experience adjustments to defined benefit obligation, loss (gain) 2 16 131 92 24 3 5 (3) 87 4

As % of defined benefit obligation as at 31 December 0.4% 37% 2.0% 1.2% 0.3% 6.8% 132% (24%) 209% 1.0%
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The following table shows the components of expenses related to the defined benefit pension plans and other post-
employment benefits for the year ended 31 December.

Defined benefit pension plans Other post-employment benefits
2009 2008 2009 2008
Current service cost 17 20 1 1
Interest cost 24 23 2 2
Expected return on plan assets (9) (12)
Past service cost - vested benefits 5 3
Amortisation of unrecognised past service cost 5
Amortisation of unrecognised actuarial losses
(gains) on defined benefit obligation (4) (1)
Amortisation of unrecognised actuarial losses (gains) on plan assets 4
Curtailments (1) (4)
Settlements (4) 3
Total defined benefit expense 27 39 6 3

The current service cost, past service cost, amortisation of unrecognised actuarial losses (gains) on the defined benefit
obligation and losses (gains) on curtailments and settlements impacting liabilities are included in Staff expenses (see
Note 47). All other defined benefit expense items are included in Finance costs (see Note 44).

The table below shows the expected and actual return on non-qualifying assets for defined benefit pension plans. In
accordance with IFRS, the expected return on non-qualifying assets can not be deducted from the defined benefit expense.

2009 2008

Expected return on non-qualifying assets 9 11

Actual return on non-qualifying assets 8 6

{69
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The following table shows the principal actuarial assumptions made for the eurozone countries.

Defined benefit pension plans Other post-employment benefits

2009 2008 - 2009 o L2008

Low High Low High Low High Low High

Discount rate 4.2% 4.8% 5.2% 6.3% 2.4% 4.7% 4.8% 5.3%
Expected return on plan assets as at 31 December 4.0% 5.5% 4.4% 5.8%

Future salary increases (price inflation included) 2.6% 5.0% 2.6% 4.6% 2.9% 3.5%

Future pension increases (price inflation included) 1.8% 2.2% 2.0% 3.3% 2.5% 2.5%

Medical cost trend rates 3.8% 4.2% 3.8% 6.0%

The discount rate on pensions is weighted by the defined benefit obligation on pensions. The discount rate on other post-
employments benefits varies in 2009 from 2.4% in The Netherlands related to a 7.5 years duration, to 4.7% in Belgium, with
a duration longer than 13 years, related to a younger population. The expected return on plan assets reflects an asset mix
concentrated in group insurance contracts and bonds, in Belgium and The Netherlands, and in equity securities in Portugal.
The future salary increases varies in 2009 from 2.6% for employees older than 50, to 5% for employees aged 49 or younger.

The following table shows the principal actuarial assumptions made for other countries.

Defined benefit pension plans

_.2009 _ _2008
Discount rate 5.2% 6.3%
Expected return on plan assets as at 31 December 5.2% 53%
Future salary increases (price inflation included) 5.0% 5.4%
Future pension increases (price inflation included) 3.0% - 5.0% 5.0%

The eurozone represents 76% of Fortis’ total defined benefit obligations. Other countries include only obligations in the
United Kingdom. Other post-employment benefits in countries outside the eurozone are not regarded as significant.

Fortis uses the government bond curve and AA-graded corporate bonds as references for the expected return on bonds
and adds a risk premium to that return for equity securities and real estate.

A one-per-cent change in assumed medical cost trend rates would have the following effect on the defined benefit obligation
and defined benefit expense for medical costs:

Medical care One-percent increase One-percent decrease
Effect on the defined benefit obligation - medical costs 43 18.0% (14.3%)
Effect on the total defined benefit expense - medical costs 6 10.5% (8.0%)

The plan assets comprise predominantly equity securities, fixed-income securities and investment contracts with insurance
companies. Fortis’ internal investment policy stipulates that investment in derivatives and emerging markets for the purpose
of funding pension plans is to be avoided. Fortis gradually adjusts its asset allocation policy to ensure a close match
between the duration of assets and that of pension liabilities.
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The asset mix of the plan assets for pension obligations is as follows:

31 December 2009 31 December 2008
Equity securities 46% 38%
Debt securities 18% 27%
Insurance contracts 33% 28%
Real estate 1% 2%
Cash and other 2% 5%
The mix of the ungualified assets for pension obligations is as follows:

31 December 2009 31 December 2008
Equity securities 2% 2%
Debt securities 33% 43%
Insurance contracts 57% 55%
Other 8% 0%

The employer’s contributions expected to be paid to post-employment benefit plans for the year ending 31 December 2010
are as follows:

Defined benefit Other post-

pension plans employment benefits
Expected contribution next year to plan assets 8
Expected contribution next year to unqualified plan assets 1

9.1.2  Defined-contribution plans

Fortis operates a number of defined contribution plans worldwide. The employer’s commitment to a defined contribution
plan is limited to the payment of contributions calculated in accordance with the plan’s regulations. Employer contributions
to defined-contribution plans amounted to EUR 18 million in 2009 (2008: EUR 15 million) and are included in Staff expenses
(see Note 47).
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9.2 Other long-term employee benefits

Other long-term employee benefits include long-service awards and long-term disability benefits. The table below shows net
liabilities. The liabilities related to other long-term employee benefits are included in the statement of financial position under
Accrued interest and other liabilities (see Note 34). The assets are included in the statement of financial position under
Accrued interest and other assets (see Note 22).

2004 2008

Defined benefit obligation 9 10
Other amounts recognised in the statement of financial position

Net defined benefit liabilities (assets) 9 10

Amounts shown in the statement of financial position:
Defined benefit liabilities 9 10
Defined benefit assets

Net defined benefit liabilities (assets) 9 10

The following table shows the changes in liabilities for other long-term employee benefits during the year.

2004 20008
Net liability as at 1 January 10 131
Net liability of discontinued operations as at 1 January (119)
Net liability of continuing operations as at 1 January 10 12
Total expense (1)
Benefits directly paid by the employer (1) (1)
Other
Net liability as at 31 December 9 10

The table below provides the range of actuarial assumptions applied when calculating the liabilities for other long-term
employee benefits.

2009 ) 2008
Low High Low High
Discount rate 4.0% 5.0% 5.1% 5.3%

Future salary increases 2.6% 5.0% 2.5% 4.3%



Fortis Ggnsolidated Financial Statements 2009 |

Expenses related to other long-term employee benefits are shown below. Interest cost is included in Finance costs (see
Note 44), all other expenses are included in Staff expenses (see Note 47).

2009 2008
Interest cost 1 1
Net actuarial losses (gains) recognised immediately (1) 1
Losses (gains) of curtailments or settlements (3)
Total expense (1)

9.3 Termination benefits

Termination Benefits are employee benefits payable as a result of either an enterprise’s decision to terminate an employee’s
employment before the normal retirement date, or an employee’s decision to accept voluntary redundancy in exchange for

those benefits. The table below shows liabilities related to termination benefits included in the statement of financial position
under Accrued interest and other liabilities (see Note 34).

2009 2008
Defined benefit obligation 32 39
Other amounts recognised in the statement of financial position
Net defined benefit liabilities (assets) 32 39
The following table shows the changes in liabilities for termination benefits during the year.

2009 2008
Net liability as at 1 January 39 228
Net liability of discontinued operations as at 1 January (167)
Net liability of continuing operations as at 1 January 39 61
Total expense 4 (13)
Benefits directly paid by the employer (10) (9)
Transfer (1)
Net liability as at 31 December 32 39

Expenses related to termination benefits are shown below. Interest cost is included in Finance costs (see Note 44). All other
expenses are included in Staff expenses (see Note 47).

2009 2008
Interest cost 2 2
Net actuarial losses (gains) recognised immediately (15)
Losses (gains) of curtailments or settlements 2

Total expense 4 (13)
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10 Employee share option and share purchase plans

Fortis' remuneration package for its employees and executive committee members includes share-related instruments.
These benefits take the form of:

o employee share options

e shares offered at a discount

e restricted shares.

10.1  Employee share options

Fortis decides each year whether or not to offer options to its employees. The features of the option plans may vary from
country to country depending on local tax regulations. There is a difference between conditional and unconditional options.
Unconditional options are granted to employees who work in countries where options are subject to taxation directly upon
being granted. Conditional options are granted to employees in countries where the options are taxed upon exercise.
Conditional options become vested if the employee is still employed after a period of five years. In general, options may not
be exercised until five years after they are granted, regardless of whether they are conditional or unconditional. In 2009 no
new options were granted to employees.

Fortis has committed itself to fulfiling the existing option obligations towards employees of the discontinued operations. The
number of options that is disclosed in this note therefore relates to current employees of Fortis and to former employees of
Fortis who were employed by the discontinued operations Fortis Bank, Fortis Insurance Netherlands and Fortis Corporate
Insurance.

The following option plans were outstanding as at 31 December 2009. The exercise prices in the tabies below are expressed

in euros.
Outstanding

options Weighted average Highest Lowest

(in '000) exercise price exercise price exercise price
2009
Lapsing year
2010 5729 29.04 29.50 15.31
2011 796 22.07 22.28 21.08
2012 1,578 20.48 26.58 18.65
2013 3,467 14.24 27.23 12.17
2014 3,256 14.88 16.46 14.18
2015 3,265 18.55 18.65 18.41
2016 4,347 24.61 24.68 24.49
2017 4,944 28.03 28.62 27.23
2018 4,838 15.44 16.46 15.06
Total 32,220 21.57
2008
Lapsing year
2009 11,418 24.41 32.15 12.44
2010 5,729 29.04 29.50 15.31
2011 796 22.07 22.28 21.08
2012 1,578 21.17 26.58 18.65
2013 3,467 14.24 27.23 12.17
2014 3,377 14.88 16.46 14.18
2015 3,351 18.55 18.65 18.41
2016 4,403 24.60 24.68 24.49
2017 4,983 28.03 28.62 27.23
2018 4,869 15.44 16.46 15.06

Total 43,971 22.31
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The average duration of the options outstanding at year end 2009 is 5.4 years (2008: 5.0 years).The changes in outstanding

options were as follows:

Balance at 1 January

Options granted to Executive Committee members
Options granted to other employees

Exercised options

Lapsed

Balance at 31 December

On existing Fortis shares
On new Fortis shares

Of which are conditional
Of which are unconditional
Exercisable in the money

Exercisable out of the money

Number of
options

(in '000)

43,971

(11,751)
32,220

1,989
30,231
13,472
18,748

32,220

2009
Weighted
average

exercise price

22.31

21.57

Number of
options
(in '000)

40,819
74
4,894

(608)

(1,208)
43,971

2,539
41,432
15,857
28,114

21,282

2008
Weighted
average

exercise price

23.27
16.46
15.44

22.31

23.82

In 2009, Fortis recorded EUR 8 million as staff expenses with respect to the option plans (2008: EUR 14 million). As long as
the options are not exercised, they have no impact on shareholders’ equity, as the expenses recorded in the income
statement are offset by a corresponding increase in shareholders’ equity. When the options are exercised, shareholders’
equity is increased by the exercise price. The average share price of options exercised was EUR 0 (2008: EUR 12.39).

The options granted by Fortis are ten-year American at-the-money call options with a five-year vesting period, the value is

based on the Simple-Cox model. The volatility is based on market information of external parties.

The parameters below were used to calculate the fair value of the options granted (in 2009 no options were granted).

Date of grant of options
First exercise date

Final maturity

Dividend yield

10-year interest rate

Share price on date of grant
Volatility

Fair value of options as % of exercise price

2009

2008

1 Aprit 2008
1 April 2013
1 April 2018
6.14%
4.36%
16.46
37.77%
21.94%

All option plans and restricted share plans (see below) are settled by the delivery of Fortis shares rather than in cash. Some
option plans and restricted share plans specifically state that existing shares must be delivered upon exercise. New shares

may be issued in other cases.
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10.2 Restricted shares

In 2009 Fortis granted no restricted shares to the members of the Executive Committee and the management committees of
Fortis companies. The conditions of the commitments to grant and sell restricted shares are described in Note 11.

At year end, the following initial commitments to grant restricted shares had been made:
(number of shares i "000) 2009 2008

Number of commitments to grant restricted shares 110

End of holding period 2 August 2011
The value of commitments to grant restricted shares during 2009 totals EUR nil million (2008: EUR 1 million).
The table below shows the changes in commitments for restricted shares during the year.

(rmber of shares in '000) 2009 2008

Number of restricted shares committed to grant as at 1 January 738 1,100
Restricted shares committed to grant and granted 110
Restricted shares sold (268)

Commitments to restricted shares lapsed (472)

Number of restricted shares committed to grant as at 31 December 470 738
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11 Remuneration of Board of Director Members embers
and Executive Committee members

The remuneration of the members of the Board of Directors and the Executive Committee members has been determined in
accordance with the remuneration policy, which was approved by the General Shareholders Meeting of Fortis N.V. on

14 October 2004 and which is set forth in the Fortis Governance Charter as amended from time to time (see
www.fortis.com/governance/index.asp). The implementation of the remuneration policy in 2009 is further explained below.

This chapter describes the remuneration policy as applied in 2009. It contains detailed information on the remuneration of
individual members of the Board of Directors and of Executive Committee members who were in function during 2009. The
remuneration of the newly appointed Executive Committee members complies with the remuneration policy approved by the
General Shareholders Meeting of Fortis N.V. on 14 October 2004 and has been determined based on the more stringent
principles of the remuneration policy that will be proposed to the General Shareholders Meetings of 2010.

The remuneration policy is currently under review and will be aligned with prevailing market practices and regulations and
upcoming legislation. The revised remuneration policy will be proposed to the General Meetings of Shareholders on 28 and
29 April 2010 and will be put in place in the course of 2010.

Paragraph 11.1 describes the remuneration of the non-executive members of the Board of Directors. The remuneration of
the executive Board member (the CEO) and the other members of the Executive Committee is clarified in paragraph 11.2
Remuneration of Fortis Executive Committee members.

11.1  Remuneration of the Board of Directors

Changes in the Board of Directors in 2009 — Remuneration 2009

After important changes to its composition at the beginning of 2009, the Board is now composed of eight members: Jozef
De Mey (Chairman, non-executive), Bart De Smet (CEQ), Guy de Selliers de Moranville (vice-chairman, non-executive), Frank
Arts, Lionel Perl, Roel Nieuwdorp, Shaoliang Jin and Jan Zegering Hadders (non-executives).

Total remuneration of non-executive Board members amounted to EUR 0.46 million in the financial year 2009 (2008:
EUR 1.8 million). This includes the basic remuneration for Board membership and the attendance fees for Board committee
meetings both at the level of Fortis and at its subsidiaries.
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The changes in the composition of the Board of Directors in 2009 are described below.

Mr Karel De Boeck was appointed executive Board member by the General Shareholders’ Meetings of 1 and
2 December 2008. He was appointed as CEO on that date.

* Mr Louis Cheung resigned from the Board of Directors on 1 February 2009.
e Pending the appointment of a new chairman, Mr Jan-Michiel Hessels was acting chairman until 13 February 2009.

e Mrs Clara Furse and Mssrs Jan-Michiel Hessels, Philippe Bodson, Richard Delbridge, Reiner Hagemann, Jacques
Manardo, Alois Michielsen, Ronald Sandler, Rana Talwar and Klaas Westdijk stepped down from the Board of Directors
on 13 February 2009.

e Mssrs Jozef De Mey, Georges Ugeux and Jan Zegering Hadders were appointed non-executive Board member by the
General Shareholder Meetings of 11 and 13 February 2009, until the General Shareholder Meetings of 2011. The Board
elected Mr Jozef De Mey as chairman on 13 February. Mr Georges Ugeux decided to step down as Board member on
that same day.

* Mssrs Guy de Selliers de Moranville, Frank Arts, Lionel Perl, Roel Nieuwdorp, Shaoliang Jin were appointed non-
executive Board member by the General Shareholder Meetings of 28 and 29 april 2009, until the General Shareholder
Meetings of 2011. The Board elected Mr Guy de Selliers de Moranville on 8 May 2009 as vice chairman.

e On 1 July 2009 Karel De Boeck stepped down as CEOQ and executive member of the Board of Directors and was
succeeded by Bart De Smet.

Remuneration policy implementation
The remuneration of the Fortis Board members is determined by the Board of Directors in compliance with the prerogatives
of the General Meetings of Shareholders.

As a matter of principle detailed proposals for remuneration of non-executive Board members are formulated by the
Remuneration Committee, supported by advice from external experts.

For the non-executive Board members, the levels and structure of remuneration are determined in view of their general and
specific responsibilities, in accordance with international market practice.

With effect from 1 October 2008, the Board of Directors has adjusted the remuneration for the non-executive Board
members. The fixed remuneration for the vice-chairman and the other non-executive Board members, which previously
amounted to EUR 170,000 and EUR 115,000 respectively on an annual basis was reduced to EUR 1,000 per month and the
Board committee meetings were abolished. The members of the Special Board Committee, which was created on

26 September 2008, up until 12 February 2009, to support the Executive Management, received EUR 3,000 (Jan-

Michiel Hessels) and EUR 2,500 (Philippe Bodson and Klaas Westdijk) per month.

With effect from 13 February 2009, the Chairman receives fixed membership remuneration on an annual basis of
EUR 40,000. The other non-executive Board members are paid EUR 35,000 on an annual basis. The attendance fee for the
Board of Directors and Board committees amounts to EUR 1,000 per meeting.

Non-executive Board members do not receive annual incentives or stock options and are not entitled to pension rights. Non-
executive Board members are not entitled to any termination indemnity.

The remuneration of the Executive Board member (the CEQ) is related exclusively to his position as CEO and is therefore
determined in line with the remuneration policy for Executive Committee Members (see paragraph 11.2).
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In the framework of good corporate governance, to avoid cascading of the decision process and to increase knowledge and
awareness of the issues in the most important operating companies, the Board of Directors decided to delegate most of its
non-executive members to the Board of Directors of some of the Fortis subsidiaries.

On the one hand, in the course of 2009, Messrs Jozef De Mey (Chairman), Guy de Selliers de Moranville (Vice-Chairman),
Frank Arts, Lionel Perl, Roel Nieuwdorp, Shaoliang Jin and Jan Zegering Hadders were appointed member of the Board of
Directors of non-operating companies: Fortis Brussels, Fortis Utrecht, Fortis Insurance and Fortis Insurance International.
These functions are unpaid.

On the other hand, Messrs Guy de Selliers de Moranville (Chairman), Roel Nieuwdorp and Jan Zegering Hadders were
appointed member of the Board of Directors of Fortis UK Ltd. Messrs Jozef De Mey (Chairman), Frank Arts and Lionel Perl
were appointed member of the Board of Directors of AG Insurance. Jozef De Mey is also member of the Board of Directors

of Taiping Life (China), Muang Thai Fortis Holding Co Ltd. (Thailand) and FICA (Hong Kong). With the exception of Taiping
Life and Muang Thai Fortis Holding Co Ltd., these functions are paid.

Remuneration of the board of directors
The remuneration received by the members of the Board of Directors, including the remuneration received in subsidiaries is
mentioned in the table below.

A B.
Total
Remuneration Remuneration Total Fortis
in 2009 in 2009  remuneration ® shares
(in EUR)” (in EUR) in 2009 held at
as Board as member of the (in EUR) 31 December 2009
member Board of directors by current
Function From Tilt of Fortis  of Fortis subsidiaries A+B Board Members
Jozef De Mey Chairman 13 February 2009 69,000 39,401 108,401 94,276
Guy de Selliers de Moranville Vice-chairman 29 April 2009 48,598 i 48,598
Jan Zegering Hadders Non-executive Board member 13 February 2009 71,771 K 7,771
Frank Arts Non-executive Board member 29 Aprit 2009 43,333 10,750 54.083
Lionel Perl Non-executive Board member 29 April 2009 58,333 10,750 69.083 70,000
Roel Niguwdorp Non-executive Board member 29 April 2009 56,333 % 4 56,333 ¥ 2,600
Shaoliang Jin Non-executive Board member 29 April 2009 29,333 29,333
Bart De Smet CEO 1 July 2009 See infra ? See infra ? See infra 2 23,466
Karel De Boeck CEO 1 July 2009 See infra 2 See infra 2 See infra %
Jan-Michiel Hessels Acting-chairman 13 February 2009 3,850 3,850
Baron Philippe Bodson Non-executive Board member 13 February 2009 3,750 3,750
Louis Cheung Non-executive Board member 1 February 2009
Richard Delbridge Non-executive Board member 13 February 2009 1,500 1,500
Clara Furse Non-executive Board member 13 February 2009 1,500 1,500
Reiner Hagemann Non-executive Board member 13 February 2009 1,500 1,500
Jacques Manardo Non-executive Board member 13 February 2009 1,500 1,500
Alois Michielsen Non-executive Board member 13 February 2009 1,500 ¥ 1,500 ¥
Ronald Sandler Non-executive Board member 13 February 2009 1,500 1,500
Rana Talwar Non-executive Board member 13 February 2009 1,500 1,500
Klaas Westdijk Non-executive Board member 13 February 2009 3,000 3,000
Total 379,800 60,901 458,701 190,342

1) Board members also receive an attendance fee for committee meetings at which they attended as invitee.
2)  Karel De Boeck and Bart De Smet were not remunerated as Board members but as CEO (see note 11.2 for details of their remuneration).
3)  Total remuneration is paid to a non-Fortis company, where the Board member holds a position.
4)  The remuneration as board member of Fortis UK for the financial year 2009 will be paid in the course of 2010.

5)  Excluding reimbursement of expenses.
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11.2  Remuneration of Fortis Executive Committee Members

Since 1 September 2009, the Executive Committee of Fortis is composed of: Bart De Smet (CEO), Bruno Colmant (Deputy
CEO) and Kurt De Schepper (CRO). The CEOQ is the only executive member of the Board of Directors.

In the course of 2009 the members of the Executive Committee jointly received a base salary of EUR 1,664,791, pension
costs of EUR 1,010,292 and a termination compensation of EUR 3,230,000 (in total EUR 5,905,083). The details of the
remuneration of each member of the Executive Committee is further detailed below.

Remuneration Policy
The remuneration of the current members of the Executive Managers is determined by the Board of Directors, upon
proposals by the Remuneration Committee in compliance with the prerogatives of the General Meeting of Shareholders.

Both the levels and structure of remuneration for Fortis Executive Committee Members are analysed on an annual basis. At
the initiative of the Remuneration Committee, Fortis® competitive position is regularly reviewed by and discussed with an
internationally recognised firm specialising in compensation and benefits, and compared with that of other major Europe-
based international insurance firms and other organisations operating on an international basis.

The remuneration package for the current members of the Executive Committee reflects a concept of integrated total direct
compensation, combining the following four major components of pay:

e base salary

e annual incentive

e |ong-term incentive

e pension rights.

In calibrating the various remuneration components, the objective is to position the overall remuneration levels in line with
compensation practices of other international insurance companies. The reference market is a combination of the insurance
industry on the one hand and of all sectors taken together on the other hand, both at European level and at the level of
Belgium. The variable, performance-related remuneration components are the dominant portion of the total remuneration
package of members of the Executive Committee.

The above remuneration package is part of a contract providing the main characteristics of the status: the description of the
components of the package, the expiry date {between 60 and 65 years), the termination clauses and various other clauses
such as confidentiality and exclusivity. With effect from 1 December 2008 the contracts provide for a termination indemnity in
accordance with the regulations drawn up by the Belgian government or the Dutch Corporate Governance (Tabaksblatt)
Code.
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Remuneration of the ExCo members in 2009

CEQ
The remuneration of the CEQ, who is also a member of the Board of Directors, relates solely to his position as CEO.

Upon recommendation of the Nomination and Remuneration Committee the remuneration of Karel De Boeck has been set in
accordance with the remuneration policy and the prevailing directives and legislation.

The remuneration of Bart De Smet has been determined after consultation with an external firm specialised in executive
compensation and benefits, upon recommendation of the Remuneration Committee and also in accordance with the
remuneration policy.

Next to the usual perquisites, the remuneration package of the two persons that were CEO for a certain period of time in the
course of 2009, consisted of the following elements.

Period CEO from CEOQ as from

1% January tifl 1 July till

1 July 31 December

Karel De Boeck Bart De Smet
Base salary " 282,292 250,000

Annual incentive % None *

Long term incentive ¥ None *
Vested shares restricted shares plan 2006 ¥ 20,259 9,735
Pension costs * 358,141 62,500

Termination compensation & 1,200,000

Will be determined in 2011.
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Mr Karel De Eoeck
Mr De Boeck has been an executive member of the Board of Directors since 2 December 2008. He was appointed CEO
with effect from that date. On 1 July 2009 he stepped down as CEO and executive member of the Board of Directors.

Mr De Boeck’s remuneration in 2009 comprised:

1.

4.
5.
6

base salary of EUR 282,292 in the period between 1 January 2009 until 1 July 2009

the vesting of 20,259 shares in implementation of the restricted-shares plan 2006

an amount of EUR 358,141 representing the value of the pension costs

termination compensation of EUR 1,200,000, this amount is equivalent to 18 months base salary and takes into
account the seniority of more than 30 years within the Group.

Mr Bat De Smet

On 1 July 2009, Bart De Smet was appointed acting CEO and co-opted by the Board of Directors of Fortis SA/NV. On 18
September 2009, Shareholders of Fortis N.V. approved the appointment of Bart De Smet as executive member of the Board
of Directors of Fortis N.V. as from 1 July 2009, until the end of the annual General Meeting of Shareholders of 2013. A
proposal to appoint Bart De Smet as an executive member of the Board of Directors of Fortis SA/NV, for a period of three
years will be submitted to the General Meeting of Shareholders of Fortis SA/NV on 28 April 2010.

Mr De Smet’s remuneration in 2009 (for the period since his appointment on 1 July 2009) comprised:

1.
2.

a base salary of EUR 250,000

the annual incentive for financial year 2009 has not been determined; this will be included in the annual incentive over
the financial year 2010 and be calculated over an 18 month period

long term incentive over the financial year 2009 has not been determined; this will be included in the annual incentive
over the financial year 2010 and be calculated over an 18 month period

the vesting of 9,735 shares in implementation of the restricted-shares plan 2006

an amount of EUR 62,500 representing the value of the pension costs.

Executive Comimittee
The composition of the Executive Committee underwent a number of changes in 2008,

Mr Bart De Smet succeeded Karel De Boeck as CEO of Fortis on 1 July 2009. Details of his remuneration in 2009 are set
out above.

The contract of Mr Deschénes came to an end on 31 March 2009. Details of his remuneration, including the termination
compensation, in 2009 are set out below.

Peer van Harten was member of the ExCo until 1 July 2009. On the same date Peer van Harten handed over his
responsibilities. His contract with Fortis was terminated on 31 December 2009. Details of his remuneration in 2009, including
the termination compensation, are set out below.

On 1 September 2009, Bruno Colmant was appointed Deputy CEQ, responsible for Finance, Legal and Legacy Issues. On
the same date Kurt De Schepper was appointed CRO, responsible for Risk, Compliance and Support Functions (Human
Resources, IT and Fadcility).



i
Fortis O@nso!idated Financial Statements 2009 | 183

Next to the usual perquisites, the remuneration package of the members of the Executive Committee in 2009 consists of the
following elements.

Alain Deschénes Bruno Colmant Kurt De Schepper Peer van Harten
Period January-March 2009 September-December 2009 September-December 2009 January-December 2009
Base salary " 157,500 141,666 133,333 700,000
Annual incentive 2 None * None *
Long term incentive None * None *
Grant shares restricted shares plan 2006 7,167 20,259
Pension costs * 32,497 35,416 33,333 488,405
Termination compensation © 630,000 1,400,000

Wil be determined in 2011.

The remuneration, including the termination compensation, of Mr Deschénes in 2009 comprised (for the period until

31 March 2009):

1. abase salary of EUR 157,500

5. anamount of EUR 32,497 representing the value of the pension costs

6. atermination compensation of EUR 630,000, this amount is equivalent to 12 months base salary, which is substantially
lower than the 3 years foreseen in the contract.

The remuneration of Mr Colmant in 2009 comprised (for the period since his appointment on 1 September 2009):

1. abase salary of EUR 141,666

2. the annual incentive over the financial year 2009 has not been determined; this will be included in the annual incentive
over the financial year 2010 and be calculated over an 16 month period

3. the Long Term Incentive over the financial year 2009 has not been determined; this will be included in the annual
incentive over the financial year 2010 and be caiculated over an 16 month period

5. asum of EUR 35,416 representing the value of the pension costs.

The remuneration of Mr De Schepper in 2009 comprised (for the period since his appointment on 1 September 2009):

1. abase salary of EUR 133,333

2. the annual incentive over the financial year 2009 has not been determined; this will be included in the annual incentive
over the financial year 2010 and be calculated over a 16 month period

3. the Long Term Incentive over the financial year 2009 has not been determined; this will be included in the annual
incentive over the financial year 2010 and be calculated over a 16 month period

4. the vesting of 7,167 shares in implementation of the restricted—shares plan 2006

5. an amount of EUR 33,333 representing the value of the pension costs.

The remuneration of Mr van Harten, including the termination compensation, in 2009 comprised:

1. abase salary of EUR 700,000

4. the vesting of 20,259 shares in implementation of the restricted-shares plan 2006. No commitment to grant Fortis
shares

5. an amount of EUR 488,405 representing the value of the pension costs

6. upon termination of his contract with Fortis as of 31 December, Mr van Harten received a termination compensation of
EUR 1.4 million, which is equivalent to two year base salary as was stipulated in his employment contract.



84 | Fortis Consolidated Financial Statements 2009 ,

tong Term Incentive
Details of the share options {granted) and the commitment to grant restricted shares (in accordance with the rules of the plan
10 the CEO and members of the Executive Committee in 2009 and previous years) are shown in the table below.

Number of Exercised Options Outstanding
options Exercise Expiry before exercised at Restricted

Year granted price date 2009 in 2009 31 December 2009 shares

B. De Smet 1999 5913 26.58 31-12-2012 5913
1999 5,973 24.96 3-10-2009
2000 2,986 29.05 1-10-2010 2,986
2003 11,539 12.44 27-04-2009 8,380
2004 5,901 15.31 12-04-2010 5,901 3,864
2005 17.476 18.65 10-04-2011 17,476 12,907
2006 14,227 24.68 2-04-2012 14,227 9,735
2007 12,339 28.62 1-04-2013 12,339 10,380
2008 2,530 16.46 2-04-2014 2,530 2,770
2009 none

K. De Boeck 1989 9,138 26.58 31-12-2012 9,138
1999 8,959 24.96 3-10-2009
2000 14,334 32.15 14-04-2009
2003 18,545 12.44 27-04-2009 13,460
2004 9,485 15.31 12-04-2010 9,485 6,206
2005 37,867 18.65 10-04-2011 37,867 27,964
2006 29,577 24.68 2-04-2012 29,577 20,259
2007 29,660 28.62 1-04-2013 29,660 24,954
2008 6,715 16.46 1-04-2014 6,715 7,350
2009 none

B. Colmant 2009 none

K. De Schepper 1999 5,913 26.58 31-12-2012 5913
1999 5,973 24.96 3-10-2009
2000 2,986 29.05 1-10-2010 2,986
2002 8,959 21.08 28-04-2009
2003 8,959 12.17 27-04-2013 8,959
2004 8,959 14.78 13-04-2014 8,959
2005 8,959 18.41 11-04-2015 8,959
2006 10,452 24.68 2-04-2012 10,452 7,167
2007 9,771 28.62 1-04-2013 9,771 8.218
2008 2,040 16.46 2-04-2014 2,040 2,240
2009 none

P. van Harten 2002 8,959 21.08 28-04-2009
2003 6,630 12.44 27-04-2009 4,815
2004 5,071 15.31 12-04-2010 5,071 3315
2005 21,036 18.65 10-04-2011 21,036 15,535
2006 29,577 2468 2-04-2012 29,577 20,259
2007 29,660 28.62 1-04-2013 29,660 24,954
2008 8,715 16.46 1-04-2014 6,715 7,350
2009 none

A. Deschénes 2008 6,715 16.46 1-04-2014 6,715 7,350
2009 none

The options and restricted shares granted to Messrs De Smet and De Schepper relate to the options and restricted shares granted refated to the function previously
held with the group before accepting the function of respectively CEQ and CRO.
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The restricted shares are only vested 3 years after granting.

Based upon the rules of the Stock Option and Restricted-Shares Plans the Board is permitted to make or vary regulations
for the administration and operation of the Plan.

In accordance with the rules of the Restricted Shares Plan 2006, restricted shares were vested to the Executive Committee
Members on 25 September 2009. Following acceptance, the Executive Committee Members were allowed to sell up to 50%
of the shares as of that date and during a limited period of 10 days. All Executive Committee Members accepted the
restricted shares. Details of the restricted shares granted in 2009 are shown below. The fair value of the restricted shares
granted was EUR 3.16 per share (2008: EUR 9.16 per share).

Number of Number of Number of
Total restricted restricted restricted
number of restricted shares shares not sold shares not sold
shares commited to grant sold or transferred or transferred or transferred
in 2006 in 2009 in 2009 from previous grants
B. De Smet 9,735 4,865 4,870 14,508
B. Colmant
K. De Schepper 7,167 7,167
K. De Boeck 20,259 10,125 10,134 29,208
P. van Harten 20,259 20,259 21,257

In 2009, a global assessment of the remuneration policy, including its compliance with the updated international regulators
and market practice as well as clear guidance on the methodology and scenario analysis, was performed. More specifically,
the criteria of the annual incentive and the current long-term incentive plans and the severance pay have been assessed in
order to present appropriate schemes following best market practices. The revised remuneration policy will be proposed to
the General Meetings of Shareholders on 28 and 29 April 2010 and will be put in place in the course of 2010.
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12  Audit fees

Fees paid to Fortis’ auditors for 2009 and 2008 can be broken down into the following components:

e audit fees, which include fees for auditing the statutory and consolidated financial statements, and quarterly and other
reports

e audit-related fees, which include fees for work performed on prospectuses, non-standard auditing and advisory services
not related to statutory auditing

e fees for tax advice

e other non-audit fees, which include fees for support and advice on acquisitions.

The breakdown of audit fees for the year ended 31 December is as follows:

2009 . Zoos
Fortis Other Fortis Other
Statutory Fortis Statutory Fortis
Auditors Auditors Auditors Auditors
Audit fees 6 1 6 1
Audit-related fees 1 7
Tax fees
Other non-audit fees 1 1

Total 7 2 13 2
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13  Related parties

Parties related to Fortis include associates, pension funds, Board Members (i.e. non-executive and executive members of
the Fortis Board of Directors), Executive Managers, close family members of any individual referred to above, entities
controlled or significantly influenced by any individual referred to above and other related entities.

Fortis frequently enters into transactions with related parties in the course of its business operations. Such transactions
mainly concern loans, deposits and reinsurance contracts and are entered into under the same commercial and market
terms that apply to non-related parties.

Fortis companies may grant credits, loans or bank guarantees in the normal course of business to Board Members and
Executive Managers or to close family members of the Board Members or close family members of Executive Managers.

As at 31 December 2009, no outstanding loans, credits or bank guarantees have been granted to Board Members and
Executive Managers or to close family members of the Board Members and close family members of Executive Managers.

Transactions entered into with the following related parties in the year ending 31 December 2009 are summarised below:
e associates
e other related parties such as pension funds and significant minority shareholders in associates.

2009 2008
Associates Other Total Associates Other Total
income and expenses - related parties
Operating, administrative and other expenses (18) (7) (25) (11) (2) (13)
2009 2008
Associates Other Total Associates Other Total
Statement of financial position - related parties
Investments in associates 5 5
Due from customers 22 22 10 10
Other assets 2 2 4 1 3 4
Debt certificates, subordinated liabilities and other borrowings 3 3 3 3

Other liabilities
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The changes in related party loans, receivables and advances during the year ended 31 December are as follows:

Loans to banks Loans to customers
2009 2008 Q00 2008
Related party loans, receivables or advances as at 1 January 359 10 623
Related party loans, receivables or advances of
discontinued operations as at 1 January (359) (623)
Related party loans, receivables or advances of
continuing operations as at 1 January 10 10
Additions or advances 3
Repayments (3)
Other 12
Related party loans, receivables or advances as at 31 December 2 I
Impairments as at 1 January 13
Impairments of discontinued operations as at 1 January (13)

impairments as at 31 December

Related party loans, receivables or advances as at 31 December 22 10
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14 Information on segments

141 General information

Fortis is organised in three operating segments which are further subdivided into business segments (for details see below):
e AG Insurance

e  Fortis Insurance International

e General Account.

Fortis’ segment reporting reflects the full economic contribution of the operating segments of Fortis. The aim is direct
allocation to the operating segments of all items related to the statement of financial position and income statement for
which the operating segments have full managerial responsibility.

Segment information is prepared based on the same accounting policies as those used for preparing and presenting Fortis’
Consolidated Financial Statements (as described in Note 2) and applying appropriate allocation rules.

Transactions between the different operating segments are executed under standard commercial terms and conditions.

Allocation rules

In accordance with Fortis’ business model, insurance companies recognise support activities directly in the business
concerned. When allocating items related to the statement of financial position to operating segments, a bottom-up
approach is used based on the products sold to external customers. A tailor-made methodology adapted to the specific
business model of each operating segment is applied to statement of financial position items not related to products sold to

customers.

14.2  AG Insurance

AG Insurance offers its products, a comprehensive range of Life and Non-life cover, through several distribution channels.
Independent intermediaries service the private market as well as the small and medium-sized enterprise segment. AG
Insurance focuses on the retail market through branches of BNP Paribas Fortis.

AG Insurance — Life
Life insurance includes both savings, with investment-focused unit-linked contracts, and traditional products with a

guaranteed interest rate.

AG Insurance — Non-life
Non-life insurance includes, besides the retail and business-targeted Property & Casualty product range (Motor, Fire and
Liability), also workmen’s compensation and Accident & Health products.
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14.3  Fortis Insurance International

Fortis Insurance International leverages its existing skills in distribution, operations and products in selected European and
Asian markets, where it has established leading positions.

Fortis Insurance International — Life

In Life insurance, Fortis Insurance International is active through wholly owned subsidiaries in France, Germany, Hong Kong,
Turkey, Ukraine, Russia and the United Kingdom. In Portugal, Fortis Insurance International holds a 51% stake in
Millenniumbcep Fortis. In Luxembourg, Fortis Insurance International holds a 50% stake in Fortis Luxembourg Vie S.A. In Asia,
Fortis Insurance International operates through minority shareholdings in Thailand, Malaysia, China and India.

Fortis Insurance International — Non-life

In Non-life, Fortis Insurance International is active through a wholly owned subsidiary in the United Kingdom and a
partnership in ltaly. In Portugal, Non-life is sold through Millenniumbcp Fortis. In Asia, Fortis Insurance International operates
through minority shareholdings in Thailand and Malaysia. Non-life also includes the activities of Fortis Reinsurance.

14.4  General Account

The General Account mainly comprises activities not related to the core insurance ousiness, such as group finance and
other holding activities. In addition, the General Account also includes the investment in Royal Park Investments, the call
option on BNP Paribas shares and the liabilities related to CASHES (RPN(l)). In 2008, the result on the discontinued
operations Fortis Bank, Fortis Insurance Netherlands and Fortis Corporate Insurance were also included in the General
Account.
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14.5  Statement of financial position by operating segment

31 December 2009

AGI Fll General Eliminations Total

Assets

Cash and cash equivalents 824 540 4,272 5,636
Financial investments 42,279 10,767 54 (30) 53,070
Investment property 1,524 129 1,653
Loans 2,234 998 1,867 (967) 4,132
Investments related to unit-linked contracts 6,569 14,196 (70) 20,695
Investments in associates 89 465 760 8 1,322
Reinsurance and other receivables 643 648 12 (39) 1,264
Current tax assets 34 27 42 103
Deferred tax assets 25 34 (8) 53
Call option BNP Paribas shares 880 880
Accrued interest and other assets 1,166 610 102 (30) 1,848
Property, plant and equipment 1,045 63 1,108
Goodwill and other intangible assets 236 1,140 1,376
Assets held for sale 68 35 103
Total assets 56,736 29,652 7,983 (1,128) 93,243
Liabilities

Liabilities arising from life insurance contracts 19,263 3,671 (3) 22,931
Liabilities arising from life investment contracts 19,545 4,788 24,333
Liabilities related to unit-linked contracts 6,570 14,203 20,773
Liabilities arising from non-life insurance contracts 2,973 1,998 (37) 4,934
Debt certificates 915 915
Subordinated liabilities 891 28 2,817 (986) 2,850
Borrowings 1,421 991 413 (51) 2,774
Current tax liabilities 43 61 2 106
Deferred tax liabilities 535 84 406 1,025
RPN(I) 316 316
Accrued interest and other liabilities 1,568 488 203 (50) 2,209
Provisions 13 17 4 34
Liabilities related to assets held for sale 17 22 39
Total liabilities 52,839 26,351 5176 (1,127) 83,239
Shareholders' equity 2,860 2,684 2,807 (1) 8,350
Non-controlling interests 1,037 617 1,654
Total equity 3,897 3,301 2,807 {1) 10,004
Total liabilities and equity 56,736 29,652 7,983 (1,128) 93,243

Number of employees 5,635 4,940 38 10,613
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31 Docember 2008

AG/ Fil General Eliminations Total
Assets
Cash and cash equivalents 2,815 609 2,509 5,933
Financial investments 36,121 8,917 1,264 (1.170) 45,132
Investment property 1,163 137 1,290
Loans 2,326 1,091 14,193 (1.206) 16,404
Investments related to unit-linked contracts 5,901 12,177 (38) 18,040
Investments in associates 57 374 431
Reinsurance and other receivables 612 557 23 (38) 1,154
Current tax assets 20 26 27 73
Deferred tax assets 13 2 2 17
Call option BNP Paribas shares
Accrued interest and other assets 1,136 481 221 (43) 1,795
Property, plant and equipment 1,073 62 1,135
Goodwill and other intangible assets 281 1,085 1,366
Assets held for sale
Total assets 51,608 25,518 18,239 (2.495) 92.870
Liabilities
Liabilities arising from life insurance contracts 18,355 3,509 (9) 21,855
Liabilities arising from life investment contracts 17,523 4,084 21,607
Liabilities related to unit-linked contracts 5,901 12,177 18,078
Liabilities arising from non-life insurance contracts 2,893 1,432 (36) 4,289
Debt certificates 4,812 (142) 4,670
Subordinated liabilities 890 25 2,946 (953) 2,908
Borrowings 1,339 1,367 6,671 (291) 9,086
Current tax liabilities 49 24 2 75
Deferred tax liabilities 348 80 181 609
RPN(I)
Accrued interest and other liabilities 1,394 369 582 (33) 2,312
Provisions 49 9 13 71
Liabilities related to assets held for sale
Total liabilities 48,741 23,076 15,207 (1.464) 85.560
Shareholders' equity 2,785 2,009 3,032 (1,031) 6,795
Non-controlling interests 82 433 515
Total equity 2,867 2,442 3,032 (031} 7,310
Total liabilities and equity 51,608 25,518 18,239 (2,495 92,870

Number of employees 5,542 4,718 114 10,374
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14.6  Income statement by operating segment split into Life and Non-life

2009

AGI AGI Fii Fil

Life Non-life Life Non-life General  Eliminations Total
Income
- Gross premium income 1) 4,769 1,515 1,826 1,139 (1) 9,248
- Change in unearned premiums (4) (28) (32)
- Ceded eamed premiums (5) (42) (63) (83) (193)
Net earned premiums 4,764 1,469 1,763 1,028 (1) 9,023
Interest, dividend and other investment income 2,140 191 372 77 423 (80) 3,123
Unrealised gain (loss) on Call option BNP Paribas shares 880 880
Unrealised gain (loss) on RPN(l) (316) (316)
Realised and unrealised gains and losses 99 (4) 9 22 827 953
Income related to investments for unit-linked contracts 860 1,447 2,307
Share of result of associates 4 55 8 (4) 63
Fee and commission income 84 3 196 92 375
Other income 227 72 10 11 12 (10) 322
Total income 8,178 1,731 3,852 1,238 1,826 (95) 16,730
Expenses
- Insurance claims and benefits, gross (5652) (992) (1,833) (814) 1 (9,290)
- Insurance claims and benefits, ceded 17 28 20 65
Insurance claims and benefits, net (5,652) (975) (1,805) (794) 1 (9,225)
Charges related to unit-linked contracts (908 ) (1,417) (2,325)
Finance costs (112) (12) (18) (8) (408) 60 (498)
Change in impairments (103) (4) {(9) (2) (353) 4 (467)
Change in provisions 36 2 (5) 9 42
Fee and commission expense (294) (299) (219) (160) (972)
Staff expenses (262) (157) (90) (107) (16) (8) (640)
Other expenses (479) (209) (151) (122) (84) 30 (1,015)
Total expenses (7,774) (1,654) (3,714) (1,193) (852) 87 (15,100)
Profit before taxation 404 77 138 45 974 (8) 1,630
Income tax expenses (32) (14) (28) (14) (230) (318)
Net profit before result of discontinued operations 372 63 110 31 744 (8) 1,312
Attributable to non-controlling interests 56 13 44 7 120
Attributable to shareholders 316 50 66 24 744 (8) 1,192
Net result of discontinued operations
Net profit attributable to shareholders 316 50 66 24 744 (8) 1,192
Total income from external customers 8,148 1,731 3,867 1,238 1,746 16,730
Total income internal 30 (15) 80 (95)
Total income 8,178 1,731 3,852 1,238 1,826 (95) 16,730
Non-cash expenses (excl. depreciation & amortisation) (166) (22) (107 ) (295)

1) Gross inflow (sum of gross written premiums and premium inflow of investment contracts without Discretionary Participation Features) can be calculated as follows.

2009
AGI AGI Fil Fil
Life Non-life Life Non-life General  Eliminations Total
Gross premium income 4,769 1,515 1,826 1,139 (1) 9,248
Inflow deposit accounting 583 2,187 2,770

Gross inflow 5,352 1,515 4,013 1,139 (1) 12,018
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2008

AGI AGI Fil Fil

Life Non-life Life Non-life General  Eliminations Total
Income
- Gross premium income 1) 4,077 1,465 1,719 1,228 (28) 8,461
- Change in unearned premiums (13) (13)
- Ceded earned premiums (5) (41) (59) (120) 28 (187)
Net earned premiums 4,072 1,424 1,660 1,095 8,251
Interest, dividend and other investment income 2,193 205 372 108 915 (133) 3,660
Unrealised gain (loss) on Call option BNP Paribas shares
Unrealised gain (loss) on RPN(l)
Realised and unrealised gains and losses (173) 4 (140) (25) (184) 10 (508)
Income related to investments for unit-linked contracts (1,593) (1,598 ) (3.191)
Share of result of associates 2 22 3 27
Fee and commission income 127 7 192 106 432
Other income 120 54 19 (| 52 (23) 233
Total income 4,748 1,694 527 1,298 783 (146) 8.904
Expenses
- Insurance claims and benefits, gross (4,749) (943) (1,689) (844) 4 (8221)
- Insurance claims and benefits, ceded 1 16 23 81 121
Insurance claims and benefits, net (4,748) (927) (1,666) (763) 4 (8,100)
Charges related to unit-linked contracts 1,684 1,635 3,219
Finance costs (142) (10) (69) (18) (1,215) 111 (1,343)
Change in impairments (466 ) (7) (72) (7) (20) 14 (558)
Change in provisions (33) (3) 1 (14) (49)
Fee and commission expense (302) (285) (169) (150) (6) (912)
Staff expenses (250) (140) (84) (114) (44) (12) (644)
Other expenses (375) (190) (159) (139) (173) 42 (994 )
Total expenses (4,732) (1,562) (583) {(1.191) (1,472) 159 {9.381)
Profit before taxation 16 132 (56 ) 107 (689} 13 (477)
Income tax expenses (96) (40) 1 (33) 60 (108)
Net profit before result of discontinued operations (80) 92 (55) 74 (629) 13 (585)
Attributable to non-controlling interests 5 1 10 9 25
Attributable to shareholders (85) 91 (65) 65 (629) 13 (610)
Net result of discontinued operations (27,412) (27,412)
Net profit attributable to shareholders (85) 91 (65) 65 (28,041) 13 (28,022)
Total income from external customers 4,714 1,712 527 1,272 679 8,904
Total income internal 34 (18) 26 104 (146)
Total income 4,748 1,694 527 1,298 783 (146) 8.904

Non-cash expenses (excl. depreciation & amortisation)

1} Gross inflow (sum of gross written premiums and premium inflow of investment contracts without Discretionary Participation Features) can be calculated as follows.

~ 2008
AGI AGI Fll Fil
Life Non-fife Life Non-life General  Eliminations Total
Gross premium income 4,077 1,465 1,719 1,228 (28) 8,461
Inflow deposit accounting 740 2,383 3,123

Gross inflow 4,817 1,465 4,102 1,228 (28) 11,584
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14.7  Technical result insurance

To analyse the insurance results, Fortis uses the concept of technical result and operating margin.

Technical result mainly includes premiums, fees and allocated financial income, less claims and benefits and less operating
expenses. Realised gains and losses on investments backing certain insurance liabilities, including separated funds, are part
of the allocated financial income and are thus included in the technical result. Financial income, net of the related investment
costs, is allocated to the various Life and Non-life branches based on the investment portfolios backing the insurance
liabilities of these branches.

Realised and unrealised gains and losses on investments recognised in the income statement, which back the insurance
liabilities of the various branches and that are not allocated to the technical result, are included in the operating margin.

The reconciliation of the operating margin and profit before taxation, includes all income and costs, not allocated to the
insurance or investment contracts and thus not reported in the operating margin.

Within its insurance operating segments, Fortis manages its Life and Non-life businesses separately. Life business includes
insurance contracts covering risks related to the life and death of individuals. Life business also includes investment
contracts with and without discretionary participation features (DPF). Non-life comprises four lines of business:

Accident & Health, Motor, Fire and other damage to property, covering the risk of property losses or claims liabilities, and
other.

The technical results for the different segments and lines of business and their reconciliation with profit before taxation are
shown below.

2009 2008

AG! Fit AGI Fil

Life technical result 385 65 (11) (24)
- Accident & Health 65 1 74 (5}
- Motor 5 (22) 38
- Fire and other damage to property (21) 41 30 57
- Other 25 (8) 15 8
Non-Life technical result 74 12 119 109
Total technical result 459 77 108 85

Capital gains (losses) allocated to operating margin (81) 15 (68) (37)
Operating margin 378 92 40 48
Share of result of associates 4 63 2 25

Other resuit 99 28 106 (22)

Profit before taxation 481 183 148 51
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14.8  Other segment information on Non-life insurance

The ratios for the Non-life business for the year ended 31 December are shown below, divided into insurance segments.

Claims Expense Combined
ratio ratio ratio
2009
AG Insurance 66.4% 36.8% 103.2%
Fortis Insurance International 77.2% 30.5% 107.7%
2008
AG Insurance 65.0% 35.9% 100.9%
Fortis Insurance International 69.6% 28.8% 98.4%

Claims ratio: the cost of claims, net of reinsurance, as a percentage of net earned premiums, excluding the internal costs of
handling claims.

Expense ratio: expenses as a percentage of net earned premiums, net of reinsurance. Expenses include internal costs of
handling claims, plus net commissions charged to the year, less internal investment costs.

Combined ratio: the sum of the claims ratio and the expense ratio.

14.9  Geographic segmentation

Fortis’ activities are managed on a worldwide basis. The table below shows key figures based on the location of the Fortis
company that has entered into the transaction.

Net Total Total
Profit income assets
31 December 2009
Benelux countries 1,068 12,128 73,238
Other European countries 47 4,173 18,472
Asia 77 429 1,533
Total 1,192 16,730 93,243
31 Deccinber 2008
Benelux countries (28,075) 6,234 75,620
Other European countries 44 2,527 15,823
Asia 9 143 1,427

Total (28,022) 8,904 92,870
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14.10 Results based on new segment structure (from 2010 onwards)

Fortis will start as of 1 January 2010 reporting through a new segment structure. The operating segments will be from that
date onwards:

* AG Insurance (AGI)

e  Continental Europe

¢  United Kingdom (UK)

e Asia

e  General.

The table below shows what the results would have been for these segments should the structure have been in place in

2009.
2009
Continental
AG! Europe UK Asia General  Eliminations Total
Total income 9,909 3,639 1,001 440 1,836 (95) 16,730
Total expenses (9,428) (3,513) (982) (365) (899) 87 (15,100)

Net profit attributable to shareholders 366 34 14 72 714 (8) 1,192
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Notes to the consolidated statement of
financial position
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15  Cash and cash equivalents

Cash includes cash on hand, current accounts and other financial instruments with a term of less than three months from
the date on which they were acquired. The composition of cash and cash equivalents as at 31 December was as follows:

31 December 2009 31 December 2008
Cash on hand 2 2
Due from banks 5,480 5,471
Other 154 460
Total cash and cash equivalents 5,636 5.933

The line Other includes EUR 102 million (2008: EUR 363 million) relating to money market paper.



16 Financial investments

The composition of financial investments is as follows:

Financial investments

- Available for sale

- Held at fair value through profit or loss
- Derivatives held for trading

Total, gross

Impairments:

- of investments availabie for sale

Total impairments

Total

16.1  Investments available for sale

Fortis Cgnsolidated Financial Statements 2009 | |

31 December 2009

52,911
189
151

53,251

(181)
(181)

53,070

31 December 2008

45,018
191
237

45,446

(314)
(314)

45,132

The fair valus and amortised cost of available-for-sale investments including gross unrealised gains and gross unrealised

losses are as follows:

31 December 2009
Government bonds
Corporate debt securities
Structured credit instruments

Available for sale investments in debt securities

Private equities and venture capital
Equity securities
Other investments

Available for sale investments in equity securities and other investments

Total investments available for sale

31 December 2008
Government bonds
Corporate debt securities
Structured credit instruments

Available for sale investments in debt securities

Private equities and venture capital
Equity securities
Other investments

Available for sale investments in equity securities and other investments

Total investments available for sale

Historical/

amortised

cost

32,564
16,659

463
49,686

3
1,559
5
1.567

51,253

26,997
15,389
535

42,921

1,555
10
1.569

44,490

Gross

unrealised

gains
1,202
721

14
1,937

154

2,091

926
379

1,309

20

20

1,329

Gross
unrealised
losses Impairments
(331)
(71) (4)
(18) (27)
(420) (31)
(1)
(13) (149)
(13) (150)
(433) (181)
(381)
(303) (24)
(26) (95)
(710) (119)
(1)
(91) (194)
(91) (195)
(801) (314)

Fair

value

33,435
17,305

432
51,172

1,651

1,558

52,730

27,542
15,441
418

43,401

1,290
10
1,303

44,704
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The Investments available for sale are valued as foliows at year-end 2009:

e  Government bonds (EUR 33,435 million) are valued based on quoted prices in active markets (level 1);

¢  Corporate debt securities are for EUR 16,348 million based on quoted prices in active markets (level 1). EUR 923 million
is based on observable market data in active markets ( level 2) while EUR 13 million is based on a level 3 valuation
(counterparty quotes);

e  Structured credit instruments are for EUR 40 million based on a level 1 valuation, EUR 307 million is based on a level 2
valuation while EUR 84 million is based on a level 3 valuation (counterparty quotes);

e Equity securities (EUR 1,552 million) are mainly based on quoted prices in active markets (level 1). Only EUR 8 million is
based on a level 2 valuation;

e Private equities and Other investments are based on observable market data in active markets (level 2).

The level 3 positions are mainly sensitive to a change in the level of credit spreads. If the general level of credit spreads
increases by 1 basis point, it is estimated that the market value of these positions drops by 7 basis points. This would
translate into a loss of value by approximately EUR 68,000 for every basis point widening of the level of credit spreads. The
changes in value of the level 3 instruments are accounted for within shareholders’ equity within unrealised gains and losses.

Government bonds detailed by country of origin
Government bonds detailed by country of origin as at 31 December are as follows:

Historical/ Gross
amortised unrealised Fair
cost gains (losses) value

31 December 2009

Belgian national government 6,572 369 6,941
Dutch national government 664 18 682
German national government 1,632 43 1,675
Italian national government 8,598 315 8,913
French national government 1,638 80 1,718
Great Britain national government 546 8 554
Greek national government 4,318 (241) 4,077
Spanish national government 1,944 58 2,002
Portuguese national government 2,963 109 3,072
Austrian national government 1,527 29 1,556
Finnish national government 181 6 187
Irish national government 580 18 598
Slovenian national government 512 29 541
Czech republic national government 318 12 330
Slovakian national government 138 9 147
United States of America national government 269 4 273
Other national governments 164 5 169

Total 32,564 871 33.435
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31 December 2008

Belgian national government 4,612 348 4,960
Dutch national government 362 25 387
German national government 515 41 556
Italian nationa! government 8,598 (30) 8,568
French national government 741 68 809
Great Britain national government 565 35 600
Greek national government 5218 (217) 5,001
Spanish national government 697 41 738
Portuguese national government 2,853 104 2,957
Austrian national government 802 23 825
Finnish national government 81 5 86
Irish national government 541 16 557
Slovenian national government 510 8 518
Czech republic national government 318 (5) 313
Slovakian national government 138 2 140
United States of America national government 262 79 341
Other national governments 184 2 186
Total 26,997 545 27,542

There were no impairments on government bonds in 2009 and 2008.
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Net unrealised gains and losses on available-for-sale investments included in equity

31 December 2009 31 December 2008
Available for sale investments in debt securities:
Carrying amount 51,172 43,401
Gross unrealised gains and losses 1,517 599
- Related tax (483} (185)
Shadow accounting (302) (73)
- Related tax 80 34
Net unrealised gains and losses 812 375
Available for sale investments in equity securities and other investments:
Carrying amount 1,558 1,303
Gross unrealised gains and losses 141 (71)
- Related tax (15) 2
Shadow accounting (42)
- Related tax 15 2
Net unrealised gains and losses 99 (67)

Impairments of investments available for sale
The following table shows the breakdown of impairments of investments available for sale.

31 December 2004 41 Decemher 2008
Impairments of investments available for sale:
- on debt securities (31) (119)
- on equity securities and other investments (150) (195)

Total impairments of investments available for sale (181) (314)
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The changes in impairments of available for sale investments are as follows:

2009 2008
Balance as at 1 January 314 2,827
Balance of discontinued operations as at 1 January (2,704)
Balance of continuing operations as at 1 January 314 123
Acquisitions/divestments of subsidiaries (1)
Increase in impairments 101 524
Release of impairments (10) (1)
Reversal on sale/disposal (223) {331)
Foreign exchange differences and other adjustments (1)
Balance as at 31 December 181 314

16.2  Investments held at fair value through profit or loss

The following table provides information as at 31 December about the investments held at fair value, for which unrealised
gains or losses are recorded through profit or loss.

31 December 2009 31 December 2008
Government bonds 10 7
Corporate debt securities 82 150
Structured credit instruments 91 26
Debt securities 183 183
Equity securities 3 1
Other investments 3 7
Equity securities and other investments 6 8
Total investments held at fair value through profit or loss 189 191

The Investments held at fair value through profit or loss are valued as follows at year-end 2009:

e Government bonds (EUR 10 million), Equity securities (EUR 3 million) and Other investments (EUR 3 million) are valued
based on quoted prices in active markets (level 1)

¢ Corporate debt securities are for EUR 77 million based on quoted prices in active markets (level 1). EUR 5 million is
based on a level 2 valuation

e  Structured credit instruments (EUR 91 million) are based on a level 3 valuation (counterparty quotes).

The level 3 positions are mainly sensitive to a change in the general level of credit spreads. If the general level of credit
spreads increases by 1 basis point, it is estimated that the market value of these positions drops by 7 basis points. This
would translate into a loss of value by approximately EUR 65,000 for every basis point widening of the general level of credit
spreads. The change in value of Structured credit instruments between 2009 and 2008 is due to revaluation which is
classified under realised and unrealised gains and losses.

Other investments include investments related to insurance liabilities where cash flows are contractually or on the basis of
discretionary participation features linked to the performance of these assets and whose measurement incorporates current
information. This measurement significantly reduces an accounting mismatch that would otherwise arise from measuring
assets and liabilities and the related gains and losses on different bases.

The amortised cost of the debt securities held at fair value through profit or loss as at 31 December 2009 is EUR 446 million
(2008: EUR 551 million).
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16.3  Derivatives held for trading (assets)

The following table provides a specification of the derivatives held for trading (assets).

31 December 2004 31 December 2008
Over the counter (OTC) 151 237
Total derivatives held for trading (assets) 151 237

Derivatives held for trading are for EUR 58 million based on a level 1 valuation and for EUR 93 million on a level 2 valuation.
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17 Investment property

Investment property mainly comprises residential, commercial and mixed-use real estate, located primarily in the Benelux

countries.

31 December 2009 31 December 2008
Investment property 1,702 1,328
Impairments of investment property (49) (38)
Total investment property 1,653 1,290

The following table shows the changes in investment property for the year ended 31 December.

2009 2008
Acquisition cost as at 1 January 1,772 4,604
Acquisition cost of discontinued operations as at 1 January (2,865)
Acquisition cost of continuing operations as at 1 January 1,772 1,739
Acquisitions/divestments of subsidiaries 117 30
Additions/purchases 124 28
Transfer from (to) property, plant and equipment 59 (29)
Foreign exchange differences (3) 7
Other 121 (3)
Acquisition cost as at 31 December 2,190 1,772
Accumulated depreciation as at 1 January (444) (882)
Accumulated depreciation of discontinued operations as at 1 January 480
Accumulated depreciation of continuing operations as at 1 January (444) (402)
Depreciation expense of continuing operations (44) (44)
Other 2
Accumulated depreciation as at 31 December (488) (444)
Impairments as at 1 January (38) (66)
Impairments of discontinued operations as at 1 January 38
Impairments of continuing operations as at 1 January (38) (28)
Change in impairments of discontinued operations
Increase in impairments charged to income statement (11) (10)
Impairments as at 31 December (49) (38)
Net investment property as at 31 December 1,653 1,290
Cost of investment property under construction 73

The line Other under Acquisition cost (EUR 121 million) relates to the classification of some buildings held for resale as
Investment property in 2009 (previously classified under Accrued interest and other assets).
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The fair value of investment property is set out below.

31 December 2009 11 December 2008
Fair values supported by market evidence 1,702 1,479
Fair value subject to an independent valuation 503 320
Total fair value of investment property 2,205 1,799
Total carrying amount 1,653 1,290
Gross unrealised gain/loss 552 509
Taxation (175) (162)
Net unrealised gain/loss (not recognised in equity) 377 347

The depreciation of buildings is calculated using the straight-line method to write down the cost of such assets to their
residual values over their estimated useful lives. Real estate is split into the following components: structure, closing,
techniques and equipment, heavy finishing and light finishing.

The maximum useful life of the components is as follows:

Structure 50 years for offices and retail; 70 years for residential

Closing 30 years for offices and retail; 40 years for residential

Techniques and equipment 20 years for offices; 25 years for retail and 40 years for residential
Heavy finishing 20 years for offices; 25 years for retail and 40 years for residential
Light finishing 10 years for offices, retail and residential

Land has an unlimited useful life and is therefore not depreciated. IT, office and equipment are depreciated over their
respective useful lives, which are determined individually. As a general rule, residual values are considered to be zero.

Property rented out under operating lease
Fortis rents certain assets — mainly property held for investment purposes — to external parties based on operating lease
agreements. At 31 December the minimum payments to be received from irrevocable lease agreements amounted to:

2009 2008
Less than 3 months 36 32
3 months to 1 year 103 85
1 year to 5 years 378 281
More than 5 years 630 255

Total 1,147 653



i
1

Fortis Gonsolidated Financial Statements 2009 ||

18 Loans

The composition of loans is as follows:

31 December 2009 31 December 2008
Loans to banks 1,817 13,894
Loans to customers 2,325 2,520
Total 4,142 16,414
Less impairments:
- specific credit risk (9) (10)
- incurred but not reported (IBNR) (1)
Total loans 4,132 16,404
18.1  Loans to banks
Loans to banks consists of the following:
31 December 2009 31 December 2008
Interest-bearing deposits 902 1,107
Loans and advances 5,751
Subordinated loans 900 6,662
Other 15 374
Total 1,817 13,894
Less impairments:
- specific credit risk (1) (1)
Loans to banks 1,816 13,893
Impairments of loans to banks
Changes in the impairments of loans to banks are as follows:
2009 2008
Specific Specific
credit risk IBNR credit risk IBNR
Balance as at 1 January 1 12 5
Balance of discontinued operations as at 1 January (12) (5)
Balance of continuing operations as at 1 January 1
Increase in impairments 1
Balance as at 31 December 1 1

Note 7 describes in greater detail the impairments.
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18.2 Loans to customers

The composition of loans to customers is as follows:

31 December 20019 31 December 2008

Residential mortgage 1,595 1,561
Consumer loans 7 10
Commercial loans 113 103
Policyholder loans 148 139
Financial lease receivables 65 67
Other loans 397 640
Total 2,325 2.520

Less impairments:

- specific credit risk (8) (9)
- incurred but not reported (IBNR) (1)
Loans to customers 2,316 2,511

Financial lease receivables
Receivables related to financial lease agreements as at 31 December comprise:

Present value

Minimum lease of the minimum lease
_payments payments receivable
2009 2008 2009 2008
Gross investment in financial leases:
Less than 3 months 2 2 1 1
3 months to 1 year 5 5 1 1
1 year to 5 years 28 28 9 8
More than 5 years 88 95 54 57
Total 123 130 65 67
Unearned finance income 58 63

Proceeds from financial lease agreements recorded in the income statement in 2009 amounted to EUR 7 million
(2008: EUR 7 million).
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Impairments of loans to customers
The following table shows the changes in impairments on Loans to customers.

2009
Specific

credit risk IBNR
Balance as at 1 January 9
Balance of discontinued operations as at 1 January
Baiance of continuing operations as at 1 January 9
Increase in impairments 2
Release of impairments (3) 1
Foreign exchange differences and other adjustments
Balance as at 31 December 8 1

The impairments are described in more detail in Note 7.

Specific

credit risk

1,815

2008

IBNR

227
(227)
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19 Investments in associates

The following table provides an overview of the most significant investments in associates as at 31 December.

2009, 2008

% Carrying Carrying

interest amount amount
Associates
Mayban Fortis Holdings Malaysia 30.95% 220 145
Muang Thai Holdings Thailand 31% - 12% 90 146
Tai Ping Holdings China 24.90% 118 77
Royal Park Investments Belgium 44.71% 760
IDBI Fortis Life Insurance India 26.00% 1 5
Other 123 58
Total 1,322 431
The line Other mainly relates to investments in real estate companies.
The details of the associates are as follows:
Total Total Total Total
assets liabilities income expenses
2009
Mayban Fortis Holdings 4,475 3,764 759 (575)
Muang Thai Holdings 1,809 1,380 615 (546 )
Tai Ping Holdings 8,155 7.657 2,836 (2.840)
Royal Park Investments 10,152 8,452 912 (912)
IDBI 149 107 86 (99)
2008
Mayban Fortis Holdings 4,198 3,728 970 {934)
Muang Thai Holdings 1,661 1,128 436 (416)
Tai Ping Holdings 6,381 6,033 2,156 (2,125)

1DB! 50 31 41 (53)
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20 Reinsurance and other receivables

The table below shows the components of reinsurance and other receivables as at 31 December.

31 December 2009

Reinsurers’ share of liabilities arising from insurance and investment contracts 283
Receivables from policyholders 448
Fees and commissions receivable 50
Operating lease receivables 3
Receivables from intermediaries 213
Reinsurance receivables 37
Ciaim related to payment to FCC 362
Other 251
Total gross 1,647
Impairments (383)
Net total 1,264

31 December 2008

263
408
35

158
48

278

1,190
(36)

1,154

The Claim related to payment to FCC relates to a claim against Fortis Capital Company Limited, Fortis Bank Nederland N.V.
and the Dutch State. This claim is for full compensation for the payment made by Fortis to Fortis Capital Company Limited (a
subsidiary of Fortis Bank Netherlands N.V.) to allow it to pay the above amount to the holders of preference shares. Due to
the fact that the claim is contested by the counterparty, the amount is fully impaired as shown in Note 45 Change in

impairments. The line Other includes receivables related to VAT and other indirect taxes.

Changes in impairments of reinsurance and other receivables
The following table shows the changes in the impairments of reinsurance and other receivables.

2009
Balance as at 1 January 36
Balance of discontinued operations as at 1 January
Balance of continuing operations as at 1 January 36
Acquisitions/divestments of subsidiaries
Iincrease in impairments 366
Release of impairments (11)
Write-offs of uncoliectible amounts (8)
Foreign exchange differences and other adjustments
Balance as at 31 December 383

2008

59

(43)

16

28

n
36

Changes in the reinsurer’s share of liabilities arising from insurance and investment contracts
Changes in the reinsurer’s share of liabilities arising from insurance and investment contracts are shown below.

2009
Balance as at 1 January 263
Balance of discontinued operations as at 1 January
Balance of continuing operations as at 1 January 263
Acquisitions/divestments of subsidiaries 60
Change in liabilities current year 24
Change in liabilities prior years (30)
Claims paid current year 2
Claims paid prior years (27)
Other net additions through income statement (12)
Foreign exchange differences and other adjustments 3

Balance as at 31 December 283

2008

956
(750)

27
34
(1)
(14)
21
(10)
263
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21 Call option BNP Paribas shares

Under the agreement signed on 12 May 2009, Fortis was granted a cash-settled call option by the Federal Holding and
Investment Corporation (Société Fédérale de Participations et d'Investissement / Federale Participatie- en
Investeringsmaatschappij — SFPI/FPIM) that allows Fortis to benefit from any appreciation in the value of 121,218,054

BNP Paribas shares held by the SFPI/FPIM. These shares were acquired by the SFPI/FPIM in return for selling 75% + 1
share of Fortis Bank. This option entitles Fortis to the difference between the strike price of EUR 68 and the market price of
the BNP Paribas shares at the time of exercise, or the selling price of the underlying BNP Paribas shares, at the discretion of
SFPI/FPIM. After the expiration of a lock-up period on 10 October 2010, Fortis can exercise the options for a period of

six years ending 10 October 2016. These rights have replaced the ‘coupon 42’. After the Rights Issue of BNP Paribas on

29 September 2009 the number of underlying shares has increased to 1,257 million shares and the exercise price was
reduced to EUR 66.672.

The granted rights include some non-standard features that differ from standard ISDA based option protocols, such as
restrictions on transferability, limitations on freedom of exercise, forced exercise under specific circumstances and specific
adjustment mechanics such as dilution and claim issues.

The option is recorded at fair value, with subsequent revaluations recorded in the income statement under Change in call
option BNP Paribas shares.

Value calculation

The theoretical value of an individual option can be calculated based on traditional Black-Scholes option valuation
technigues. Besides market observable data on the reporting date, such as interest yield, actual and strike price of the share
and the remaining duration of the option, the calculation needs to include assumptions regarding future dividend and
volatility. Non-standard features should be taken into account.

The following data were used, in addition, the data for 31 December are based on an adjusted strike price of EUR 66.672
(previously EUR 68.00) due to the rights issue of BNP Paribas at the end of September 2009:

31 December 2004 12 May 2009
BNP Paribas shareprice EUR 55.85 EUR 45.98
Volatility 2% 35%
Dividend yield 3.57% 4.30%
Price per option up to 10 October 2016 EUR 10.37 EUR 9.47
Theoretical value of 121.2 million options EUR 1,257 million EUR 1,148 million
Estimated value, after adjustment for non standard features (30%) EUR 880 million EUR 803 million

Volatility

Given the size of the rights issue, representing 10.24% of the BNP Paribas outstanding shares, the exercise or monetisation
of the options is expected to have an effect on the volatility of the shares. The applied volatility has a significant effect on the
outcome, a change in the volatility of 5% on 31 December 2009 results in a 25 % change in the value of the option.

Adjustment tor non standard features

Given the unusual features of the option, professional market parties will apply a significant discount to the theoretical
valuation. Fortis has decided to lower the theoretical value by 30% for these non-standard features, based on indications
from professional market parties ranging from 10% to 50%. Fortis is carefully examining various structures to monetise or
exercise its rights with a view to maximising value for its shareholders.
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Pay out of proceeds
Fortis has undertaken to propose to pay out as dividend the benefits of exercises, monetisation or any other contemplated
structure, to the extent permitted by law and taking into account practical constraints.

The Belgian Ruling Commission has confirmed that the grant of the BNP Paribas option is not itself a taxable event for Fortis
SA/NV. Fortis believes it is likely that it will be able to achieve a situation in which it will not have to pay corporate income tax
when the gains on the option are realised and thus be able to propose, to the extent permitted by law, to dividend out the
gross proceeds. However, due to the stringent rules of IFRS, Fortis is required to recognise a deferred tax liability of

EUR 299 million related to the value of the option. As a result, the valuation net-of-tax as at 31 December 2009 amounted to
EUR 581 milion.
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22 Accrued interest and other assets

The table below shows the components of accrued interest and other assets as at 31 December.

31 December 2009 31 December 2008

Deferred acquisition cost 508 421
Deferred other charges 80 91
Accrued income 1,155 1,099
Buildings held for sale 37 112
Defined benefit assets 9 6
Other 61 66
Total gross 1,850 1,795
Impairments (2)

Accrued interest and other assets 1,848 1.795

For details of pension plans and related pension assets, see Note 9 Post-employment benefits, other long term benefits and
termination benefits.

Deferred acquisition costs
Changes in deferred acquisition costs related to insurance and investment contracts are shown below.

2004 2008
Balance as at 1 January 421 1.091
Balance of discontinued operations as at 1 January (689)
Balance of continuing operations as at 1 January 421 402
Acquisitions/divestments of subsidiaries 41
Capitalised deferred acquisition costs 463 416
Depreciation expense (420) (375)
Other adjustments including exchange rate differences 3 (22)

Balance as at 31 December 508 421



23  Property, plant and equipment

The table below shows the carrying amount for each category of property, plant and equipment as at 31 December.

31 December 2009

31 December 2008

Land and buildings held for own use 1,035 974
Leasehold improvements 17 20
Equipment 56 51
Buildings under construction 90
Total 1,108 1,135
Changes in property, plant and equipment
Changes in property, plant and equipment are shown below.
2008
Land and Leasehold Buildings
buildings held improve- under

for own use ments Equipment construction Total
Acquisition cost as at 1 January 3,861 784 1,933 180 6,758
Acquisition cost of discontinued operations as at 1 January (2,507) (739) (1,760 ) (157) (5,163)
Acquisition cost of continuing operations as at 1 January 1,354 45 173 23 1,595
Acquisitions/divestments of subsidiaries
Additions 20 4 18 12 54
Reversal of cost due to disposals (18) (6) (24)
Transfer from (to) investment property 29 29
Foreign exchange differences (1) (7) (8)
Other (19) 1 10 55 47
Acquisition cost as at 31 December 1,365 50 188 90 1,693
Accumulated depreciation as at 1 January (1,315) (372) (1,057) (2,744
Accumulated depreciation of discontinued operations as at 1 January 937 344 931 2,212
Accumulated depreciation of continuing operations as at 1 January (378) (28) (126) (532)
Acquisitions/divestments of subsidiaries
Depreciation expense (27) (2) (19) (48)
Reversal of depreciation due to disposals 12 5 17
Foreign exchange differences 1 4 5
Other 3 3
Accumulated depreciation as at 31 December (389) (30) (137) {556 )
Impairments as at 1 January (9) (1) (10)
Impairments of discontinued operations as at 1 January 7 1 8
Impairments of continuing operations as at 1 January (2) (2)
Divestments of subsidiaries
Increase in impairments charged to the income statement
Reversal of impairments credited to the income statement
Reversal of impairments due to disposals
Other
Impairments as at 31 December (2) (2)
Property, plant and equipment as at 31 December 974 20 51 90 1,135

3
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- e _ _009
Land and Leasehold Buildings
buildings held improve- under
for own use ments Equipment construction Total

Acquisition cost as at 1 January 1,365 50 188 90 1,693
Acquisitions/divestments of subsidiaries 2 2
Additions 46 22 68
Reversal of cost due to disposals (27) (27)
Transfer from (to) investment property (59) (59)
Foreign exchange differences 2 2
Other 74 (3) (3) (31) 37
Acquisition cost as at 31 December 1,485 47 184 1,716
Accumulated depreciation as at 1 January (389) (30) (137) (556)
Acquisitions/divestments of subsidiaries (2) (2)
Depreciation expense (40) (4) (20) (64)
Reversal of depreciation due to disposals 26 26
Foreign exchange differences (1) (1)
Other (13) 4 8 (3)
Accumulated depreciation as at 31 December (442) (30) (128) (600)
Impairments as at 1 January (2) (2)
Divestments of subsidiaries
Increase in impairments charged to the income statement (8) (6)
Reversal of impairments credited to the income statement
Reversal of impairments due to disposals
Other
Impairments as at 31 December (8) (8)
Property, plant and equipment as at 31 December 1,035 17 56 1,108

Amounts in Other under Land and buildings held for own use and Buildings under construction relate primarily to transfers to
and from buildings held for sale. In 2008 Buildings under construction has been reclassified to Investment property in
accordance with IFRS.
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Fair value of land and buildings held for own use
The fair value of owner-occupied property is set out below.

31 December 2009

Total fair value of Land and buildings held for own use 1,426
Total carrying amount 1,035
Gross unrealised gainfioss 391
Taxation (125)
Net unrealised gain/loss {not recognised in equity) 266

31 December 2008

1,369
974
395

(126)
269

The depreciation of buildings is calculated using the straight-line method to write down the cost of such assets to their
residual values over their estimated useful lives. The real estate is split into the following components: structure, closing,

techniques and equipment, heavy finishing and light finishing.

The maximum useful lives of the components are as follows:

Structure 50 years for offices and retail; 70 years for residential

Closing 30 years for offices and retail; 40 years for residential

Techniques and equipment 20 years for offices; 25 years for retail and 40 years for residential
Heavy finishing 20 years for offices; 25 years for retail and 40 years for residential
Light finishing 10 years for offices, retail and residential

Land has an unlimited useful life and is therefore not depreciated. IT, offices and equipment are depreciated over their
respective useful lives, which have been determined individually. As a general rule, residual values are considered to be zero.
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24 Goodwill and other intangible assets

Goodwill and other intangible assets as at 31 December were as follows:

31 December 2009 31 December 2008
Goodwill 650 531
VOBA 486 549
Purchased software 9 18
Internally developed software 34 28
Other intangible assets 197 240
Total 1,376 1,366

Value of business acquired (VOBA) is the difference between the fair value at acquisition date and the subsequent book
value of a portfolio of contracts acquired separately or in a business combination. VOBA is recognised as an intangible asset
and amortised over the income recognition period of the portfolio of contracts. The main contributors to VOBA are FICA and

Millenniumbcp Fortis.

Other intangible assets include intangible assets with a finite useful life, such as concessions, patents, licences, trademarks
and other similar rights. In general, software is amortised over a maximum of five years and other intangible assets have an
expected useful life of 10 years at most. Other intangible assets are amortised in accordance with their expected lives.

With the exception of goodwill, Fortis does not have any intangible assets with indefinite useful lives.
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Changes in goodwill and other intangible assets
Changes in goodwill and other intangible assets for the years 2008 and 2009 are shown below.

2008
Internally Other
Purchased developed intangible
Goodwill VOBA software software assets Total
Acquisition cost as at 1 January 1,521 1,328 383 295 528 4,055
Acquisition cost of discontinued operations as at 1 January (1,066) (502) (335) (272) (223) (2,398)
Acquisition cost of continuing operations as at 1 January 455 826 438 23 305 1,657
Acquisitions/divestments of subsidiaries 1 1
Additions 1 6 11 8 26
Adjustments arising from subsequent
changes in value of assets and liabilities 52 (52) (1) (1)
Reversal of cost due to disposals (2) (2)
Foreign exchange differences 14 16 (2) (1) 27
Other 10 12 22
Acquisition cost as at 31 December 532 790 54 32 322 1,730
Accumulated amortisation as at 1 January (316) (223) (3) (163) (705)
Accumulated amortisation of discontinued operations as at 1 January 134 192 3 93 423
Accumulated amortisation of continuing operations as at 1 January (182} (31) (70) (283)
Acquisitions/divestments of subsidiaries
Amortisation expense (58) (5) (4) (14) (81)
Reversal of amortisation due to disposais 2 2
Foreign exchange differences (1) (1)
Other
Accumulated amortisation as at 31 December (241) {36) (4) (82) (363)
Impairments as at 1 January (6) (5) (11)
Impairments of discontinued operations as at 1 January 5 5 10
Impairments of continuing operations as at 1 January (1) (1)
Divestments of subsidiaries
Increase in impairments charged to the income statement (1) (1)
Reversal of impairments credited to the income statement
Other 1 1
Impairments as at 31 December (1) (1)

Goodwill and other intangible assets as at 31 December 531 549 18 28 240 1,366
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2y
Internally Other
Purchased developed intangible

Goodwill VOBA software software assets Total
Acquisition cost as at 1 January 532 790 54 32 322 1,730
Acquisitions/divestments of subsidiaries 129 (4) 10 135
Additions 6 4 2 12
Adjustments arising from subsequent

changes in value of assets and liabilities

Reversal of cost due to disposals (5) (5)
Foreign exchange differences (10) (9) 2 (1) (18)
Other (25) 25 (54) (54)
Acquisition cost as at 31 December 651 781 31 58 279 1,800
Accumuiated amortisation as at 1 January (241) (36) (4) (82) (363)
Acquisitions/divestments of subsidiaries 4 1 5
Amortisation expense (55) (3) (11} (10) (79)
Reversal of amortisation due to disposals 4 4
Foreign exchange differences 1 1
Other 13 (13) 1" 11
Accumulated amortisation as at 31 December (295) (22) (24) {80) {(421)
Impairments as at 1 January (1) {1)
Divestments of subsidiaries
Increase in impairments charged to the income statement (2) (2)
Reversal of impairments credited to the income statement
Other
Impairments as at 31 December (1) (2) {3)

Goodwill and other intangible assets as at 31 December 650 486 9 34 197 1,376
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Impairment of goodwill

Impairment testing of goodwill is performed annually at the end of the year by comparing the recoverable amount of cash-
generating units (CGU) with their carrying amount. The recoverable amount is determined by the higher of the value in use
and fair value less costs to sell. The type of acquired entity determines the definition of the CGU. Currently all CGUs have
been defined at (legal) entity level.

The recoverable amount of a CGU is assessed by means of a discounted cash-flow model of the anticipated future cash
flows of the CGU. The key assumptions used in the cash-flow model depend on input reflecting various financial and
economic variables, including the risk-free rate in a given country and a premium to reflect the inherent risk of the entity
being evaluated. These variables are determined on the basis of management’s judgement. If the entity is listed on a stock
market, the market price will also be considered an element in the evaluation.

Fortis Asia Holdings

The goodwill for Fortis Asia Holdings amounts to EUR 303 million (2008: EUR 313 million). The change in amount between
2009 and 2008 is caused by exchange rate differences between Euro and Hongkong dollar. The value in use calculation
uses pre-tax cash flows based on business plans approved by local and Fortis’ management over a period of five years.
Estimates after this period have been extrapolated using a growth rate of 5 percent which represents a conservative
approach of expected local market developments. The discount rate used of 11.5 percent is based on the pre-tax risk free
interest rate, country risk, market risk premium and the beta coefficient provided by professional market data providers. The
outcome of the impairment test was that the recoverable amount exceeded the carrying value of the CGU including goodwiill.
Consequently the goodwill for Fortis Asia Holdings does not need to be impaired.

A sensitivity analysis with regard to the assumptions was performed. Even if the growth rate would drop by 2 percent points
or the discount rate would increase by 2 percent points, the goodwill for Fortis Asia Holdings will not be impaired.

Millenniumbcp Fortis

The reported goodwill for Millenniumbcp Fortis amounts to EUR 168 million (2008: EUR 168 million). The value in use
calculation uses pre-tax cash flows based on business plans approved by local and Fortis' management over a period of five
years, Estimates after this period have been extrapolated using a growth rate of 2 percent points which represents an
approach of expected inflation in Portugal. The discount rate used amounts to 9.5 percent points. The outcome of the
impairment test was that the recoverable amount exceeded the carrying value of the CGU including goodwill. Consequently
the goodwill for Millenniumbcp Fortis need not to be impaired.

Based on the sensitivity analysis with regard to the assumptions, the goodwill for Millenniumbcep Fortis will still not be
impaired if the growth rate would drop by 4 percent points or the discount rate would increase by 4 percent points.

UBI Assicurazioni

The goodwill amount for UBI Assicurazioni (EUR 128 million), which Fortis acquired at year-end 2009, has not been tested
for impairment because the opening balance sheet of UBI Assicurazioni has not been finalised yet and because

UBI Assicurazioni has not validated the long term business plan at year-end 2009.
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The breakdown of goodwill and impairments for the main cash-generating units as at 31 December 2009 is as follows:

Goodwill Net Method used for
amount Impairments amount Segment  recoverable amount
Cash-generating unit (CGU)
Fortis (UK) Limited (Outright) 17 17 Insurance International Value in use
Millenniumbcp Fortis Limited 168 168 Insurance International Value in use
Fortis Asia Holdings 303 303 Insurance International Value in use
UBI Assicurazioni 128 128 Insurance International Value in use
Other 34 34 Insurance International/AGI Value in use
Total 650 650

Amortisation of VOBA
Expected amortisation expenses for VOBA from 2010 onwards are as follows:

2010 2011 2012 2013 2014 Later

Estimated amortisation of VOBA 42 41 37 35 34 297
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25  Liabilities arising from Life insurance contracts

The following table provides an overview of the liabilities arising from Life insurance contracts as at 31 December.

31 December 2009 31 December 2008
Liability for future policyholder benefits 22,466 21,586
Reserve for policyholder profit sharing 297 240
Shadow accounting adjustment 171 38
Before eliminations 22,934 21,864
Eliminations (3) (9)
Gross 22,931 21,855
Reinsurance (28) (39)
Net 22,903 21,816

Changes in the liabilities arising from life insurance contracts (gross of reinsurance and before eliminations) are shown below.

2009 2008
Balance as at 1 January 21,864 38,117
Balance of discontinued operations as at 1 January (16,922 )
Balance of continuing operations as at 1 January 21,864 21,195
Gross inflow 2,806 2,443
Time value 979 516
Payments due to surrenders, maturities and other (2,027) (1,914)
Transfer between liabilities (24) (19)
Foreign exchange differences (29) 40
Shadow accounting adjustment 133 (82)
Net changes in group contracts (83) 355
Other changes, including risk coverage (685) (670)
Balance as at 31 December 22,934 21,864

A liability adequacy test (LAT) was carried out at year end to assess whether the recognised liabilities were adeqguate, using
current portfolio yields to estimate future cash flows. A similar LAT, applying the current market yields of the investment
portfolio, excluding unrealised capital gains, was carried out to determine future cash flows. The Fortis LAT policy includes
harmonised processes and tests to ensure that liabilities arising from life insurance contracts are properly monitored and
tested, and are adequate. This includes a formal process of testing at the level of homogeneous product groups at each
reporting date. The tests performed on 2009 year-end data confirmed the adequacy of reported liabilities.

The effect of changes in assumptions used to measure the liabilities related to life insurance contracts was not material in
2009 and 2008.
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26 Liabilities arising from Life investment contracts

The following table provides an overview of the liabilities arising from Life investment contracts as at 31 December.

31 December 2004 51 December 2008
Liability for future policyholder benefits 23,966 21,486
Reserve for policyholder profit sharing 194 86
Shadow accounting adjustment 173 35
Gross 24,333 21,607
Reinsurance
Net 24,333 21,607
Changes in the liabilities arising from Life investment contracts are shown below.

2000 2008

Balance as at 1 January 21,607 19,870
Gross inflow 3,587 3,165
Time value 571 526
Payments due to surrenders, maturities and other (1,443) (1,808)
Transfer between liabilities 1 (19)
Foreign exchange differences (1) 1
Shadow accounting adjustment 138 1
Net changes in group contracts (8)
Other changes, including risk coverage (127) (121)
Balance as at 31 December 24,333 21,607

A liability adequacy test (LAT) was carried out at year end to assess whether the recognised liabilities were adequate, using
current portfolio yields to estimate future cash flows. A similar LAT, applying the current market yields of the investment
portfolio, excluding unrealised capital gains, was carried out to determine future cash flows. The Fortis LAT policy includes
harmonised processes and tests to ensure that liabilities arising from investment contracts are properly monitored and
tested, and are adequate. This includes a formal process of testing at the level of homogeneous product groups at each
reporting date. The tests performed on 2009 year-end data confirmed the adequacy of the reported liabilities.

The effect of changes in assumptions used to measure the liabilities related to life investment contracts was not material in
2009 and 2008.



Fortis Cgnsolidated Financial Statements 2009 | |

27 Liabilities related to unit-linked contracts

The liabilities related to unit-linked contracts are broken down into insurance and investment contracts as follows:

31 December 2009 31 December 2008
Insurance contracts 1,647 1,362
Investment contracts 19,126 16,716
Total 20,773 18,078

The following table shows the changes in liabilities related to unit-linked insurance contracts.

2009 2008
Balance as at 1 January 1,362 12,453
Balance of discontinued operations as at 1 January (10,632)
Balance of continuing operations as at 1 January 1,362 1,821
Gross inflow 223 261
Time value 118 (225)
Payments due to surrenders, maturities and other (88) (126)
Transfer between liabilities (26) (65)
Foreign exchange differences (1) 1
Net changes in group contracts 84 (326)
Other changes, including risk coverage (25) 21
Balance as at 31 December 1,647 1,362
The following table shows the changes in liabilities related to unit-linked investment contracts.

2009 2008
Balance as at 1 January 16,716 19,335
Gross inflow 2,748 3,051
Time value 1,967 (2,864)
Payments due to surrenders, maturities and other (2,339) (3,231)
Transfer between liabilities (7) 467
Foreign exchange differences (8) (22)
Net changes in group contracts {20)
Other changes, including risk coverage 49

Balance as at 31 December 19,126 16,716
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28  Liabilities arising from Non-life insurance contracts

The following table provides an overview of the liabilities arising from Non-life insurance contracts as at 31 December.

31 December 2009 31 December 2008
Claims reserves 4,002 3,535
Unearned premiums 960 782
Reserve for policyholder profit sharing 9 8
Before eliminations 4,971 4,325
Eliminations (37) (36)
Gross 4,934 4,289
Reinsurance (255) (224)
Net 4,679 4,065

Changes in the liabilities arising from insurance contracts for Non-life insurance contracts (gross of reinsurance and before
eliminations) are shown below.

2009 2008
Balance as at 1 January 4,325 8,696
Balance of discontinued operations as at 1 January (4,234)
Balance of continuing operations as at 1 January 4,325 4,462
Acquisitions/divestments of subsidiaries 426
Addition to liabilities current year 1,921 1,874
Claims paid current year (1,027 ) (986 )
Change in liabilities current year 894 888
Addition to liabilities prior years (115) (87)
Claims paid prior years (673) (695)
Change in liabilities prior years (788) (782)

106 106
Change in unearned premiums 28 13
Transfer between liabilities 10 32
Foreign exchange differences 81 (304)
Other changes (5) 16
Balance as at 31 December 4,971 4,325

A liability adequacy test (LAT) was carried out at year end to assess whether the recognised liabilities were adequate, using
current portfolio yields to estimate future cash flows. A similar LAT, applying the current market yields of the investment
portfolio, excluding unrealised capital gains, was carried out to determine future cash flows.

The Fortis LAT policy includes harmonised processes and tests to ensure that liabilities arising from non-life insurance
contracts are properly monitored and tested, and are adequate. This includes a formal process of testing at the level of
homogeneous product groups at each reporting date. The tests performed on 2009 year-end data confirmed the adequacy
of reported liabilities.

The effect of changes in assumptions used to measure the liabilities related to non-life insurance contracts was not material
in 2009 and 2008.
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29  Debt certificates

The following table shows the types of debt certificates (EMTN) issued by Fortis and the amounts outstanding as at
31 December.

31 December 2009 31 December 2008
Held at amortised cost 661 3,617
Held at fair value through profit or loss 254 1,053
Total debt certificates 915 4,670

Fortis has not pledged any assets against debt certificates outstanding. The nominal value of debt securities held at fair value
through profit or loss was EUR 251 million as at 31 December 2009 (2008: EUR 1,053 million) as the debt securities are
directly demandable.

The maturity of the balance of debt certificates outstanding as at 31 December is shown below. Since the EMTN
programme is in default as a result of the events of October 2008, the note holders can request direct redemption at any
moment,

2009 2008

2008 4,670
2010 915
Total debt certificates 915 4,670

H
)

{129
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30 Subordinated liabilities

The following table provides a specification of the subordinated liabilities as at 31 December.

31 December 2000 31 December 2008
FRESH 1,250 1.229
Liability component of subordinated convertible securities 1,250 1229
- Hybrone 404 494
- Nitsh { 531 550
- Nitsh Il 548 568
Fortis Hybrid Financing 1,571 1617
Other subordinated liabilities 29 67
Total subordinated liabilities 2,850 2,908

30.1  FRESH

On 7 May 2002, Fortfinlux S.A. issued undated Floating Rate Equity-linked Subordinated Hybrid capital securities (FRESH)
for a total principal amount of EUR 1,250 million and with a denomination of EUR 250,000 each. Coupons on the securities
are payable quarterly in arrears, at a variable rate of 3 month Euribor + 135 basis points.

The FRESH was issued by Fortfinlux S.A., with Fortis SA/NV and Fortis N.V. acting as co-obligors. The principal amount of
the securities will not be repaid in cash. The sole recourse of the holders of the FRESH against any of the co-obligors with
respect to the principal amount are the 39,682,540 Fortis shares that Fortfinlux S.A. pledged in favour of such holders.
Pending the exchange of the FRESH against Fortis shares, these Fortis shares do not have any dividend rights or voting
rights (the reported number of outstanding Fortis shares as at 31 December 2009 already includes the 39,682,540 Fortis
shares issued for the purpose of such exchange).

In the event that dividends are not paid on the Fortis shares, or that the dividends to be declared are below a threshold with
respect to any financial year (dividend yield less than 0.5%) and in certain other exceptional circumstances, payment of
coupons will be made in accordance with the so-called Alternative Coupon Settlement Method (ACSM). The ACSM implies
that new Fortis shares will be issued and delivered to the holders of the FRESH. if the ACSM is triggered and there is
insufficient avaitable authorised capital to enable Fortis N.V. and Fortis SA/NV to meet the ACSM obligation, the coupon
settlement will be postponed until such time as the ability to issue shares is restored. Because of these characteristics the
FRESH is treated as part of Fortis’ regulatory qualifying capital.

Fortis” announcement on 15 March 2009 that it would not declare a dividend for the 2008 financial year would have
triggered the ACSM. However, on 27 May 2009 Fortis announced its intention to resume the payment of a dividend for the
2009 financial year in 2010, whereby the dividend will be equal to or in excess of the above stated threshold dividend vield of
0.5%. As a result the coupons due during 2009 were paid in cash instead of through the ACSM.

The FRESH has no maturity date, but may be exchanged for Fortis shares at a price of EUR 31.50 per share at the
discretion of the holder. The FRESH will automatically be converted into Fortis shares if the price of the Fortis share is equal
to or higher than EUR 47.25 on twenty consecutive stock exchange business days.
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The FRESH is recorded in the statement of financial position as at 31 December as follows:

2009 2008
Equity component as at 1 January 266 266
Liability component
Balance as at 1 January 1,229 1,169
Finance costs 59 136
Interest paid (38) (76)
Balance as at 31 December 1,250 1,229

The net amounts collected were divided into a liability and an equity component at the date of issuance of the FRESH. The
equity component is related to the embedded derivative included in the FRESH. The liability component was calculated in
2002 based on the then estimated net discounted value of the expected cash flows related to the instrument and the
anticipated exchange value of the Fortis shares at EUR 31.50. The difference between the amounts collected and the liability
component forms the equity component and is reported net of deferred tax.

30.2  Fortis Hybrid Financing

In 2008, Fortis incorporated a special purpose company named Fortis Hybrid Financing S.A., which issued perpetual deeply
subordinated and pari passu ranking securities, and invested the proceeds thereof in instruments issued by (former) Fortis
operating companies which qualified as soivency for those entities. The securities issued by Fortis Hybrid Financing have the
benefit of a support agreement and a subordinated guarantee entered into by Fortis SA/NV and Fortis N.V.

Fortis Hybrid Financing issued EUR 500 million of securities called "Hybrone® in 20086, at an interest rate of 5.125% until

20 June 2016 and 3 month Euribor + 200 basis points thereafter. In 2008 it issued USD 750 million of securities called 'Nitsh
I' at an interest rate of 8.25% and EUR 625 million of securities called 'Nitsh [I' at an interest rate of 8.0%. The first call date
of these two instruments is in 2013.

The proceeds of these securities were on-lent to AG Insurance for EUR 750 million and to Fortis Bank nv-safor

EUR 375 million and USD 750 million. Under the support agreement Fortis SA/NV and Fortis N.V. are obliged to contribute
to Fortis Hybrid Financing such funds as are necessary to allow it to pay the coupon in any year that Fortis declares a
dividend or, alternatively, to pay the coupon through the ACSM if the entities which received the proceeds fail to pay the
coupons on their on-loans in cash due to a breach of the applicable regulatory minimum solvency levels.

In the event that Fortis fails to achieve the regulatory minimum solvency level or if consolidated assets are less than the sum
of liabilities, excluding liabilities not considered senior debt, or if Fortis Hybrid Financing so elects, the cash coupon will be
replaced by settlement through the ACSM.

30.3 Other subordinated liabilities

The EUR 29 million reported under other subordinated liabilities at year end 2009 (2008: EUR 67 million) includes
subordinated private loans, maturing in 2012; the average interest rate is 6%.

i




31  Borrowings

The table below shows the components of borrowings as at 31 December.

Due to banks
Due to customers
Other borrowings

Total borrowings

31.1  Due to banks

The table below shows the components of Due to banks.

Deposits from banks:
Demand deposits
Time deposits
Other deposits

Total deposits

Repurchase agreements
Other

Total due to banks

31 December 2009

2,483
96
195
2,774

31 December 2009

107
656

1,654
173
2,483
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31 December 2008

8,759
148
179

9,086

31 December 2008

2,285
285
120

2,690

1.184
4,885
8,759

As at 31 December 2008, the item Other included a 10-year loan of EUR 4,750 million from Fortis Bank Belgium:; this loan

was redeemed in 2009. Fortis has pledged certain assets (i.e. investments and trading assets) to the value of

EUR 355 million (2008: EUR 1,100 million) against Due to bank amounts. As at 31 December 2008, the item Demand
deposits included a current account of EUR 1,660 million between Fortis Bank Netherlands and Fortis Insurance N.V. This

current account was redeemed in 2009.

Contractual terms of deposits held by banks

Deposits held by banks by year of contractual maturity as at 31 December are as follows:

2009
2010
2011
2012
Total deposits

2009

570

86
656

2008

2,601

89
2,690
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31.2  Due to customers

The components of Due to customers are as follows:

Deposits

31 December 2009

31 December 2008

Other borrowings 5 5
Funds held under reinsurance agreements 90 113
Held at fair value through profit or loss 29
Total due to customers 96 148
31.3  Other borrowings
The table below shows the components of other borrowings as at 31 December.
2009 2008
Finance lease obligations 29 9
Other 166 170
Total other borrowings 195 179
The Other item relates mainly to the financing of real estate investments.
Finance lease obligations
Fortis’ obligations under finance lease agreements are detailed in the table below.
Present
Minimum value minimum
lease payments lease payments
2009 2008 2009 2008
Less than 3 months 1 1
3 months to 1 year 2 5 1 4
1 year to 5 years 10 2 5 1
More than 5 years 68 4 23 3
Total 80 12 29 9
Future finance charges 50 3
Other
Other borrowings, excluding financial lease obligations, are classified by remaining maturity in the table below.
2009 2008
Less than 3 months 19 8
3 months to 1 year 12 19
1 year to 5 years 82 69
More than 5 years 53 74
Total 166 170
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32 Current and deferred tax assets and liabilities

The components of deferred tax assets and deferred tax liabilities as at 31 December are shown below.

Statement of financial position Income statement

2009 2008 2009 2008
Deferred tax assets related to:
Financial investments (available for sale) 6 (2) (2)
Investment property 6 (] 1
Property, plant and equipment 19 11 7 (3)
Insurance policy and claim reserves 345 233 40 (36)
Provisions for pensions and post-retirement benefits 45 57 (12) (10)
Other provisions 4 51 (46) 8
Accrued expenses and deferred income 1 1 1
Unused tax losses 261 144 121 48
Other 159 55 89 1
Gross deferred tax assets 840 564 198 7
Unrecognised deferred tax assets {268 ) (124) (146) (48)
Net deferred tax assets 572 440 52 (41)
Deferred tax liabilities related to:
Derivatives held for trading (assets) 5 (14) (18) 18
Financial investments (available for sale} 464 181 4 (19)
Investment property 110 84 (2) (13)
Loans to customers 3 3
Property, plant and equipment 226 230 3 9
Intangible assets (excluding goodwill) 71 83 11 12
Deferred policy acquisition costs 43 38 (6) 1
Deferred expense and accrued income 2 2
Tax exempt realised reserves 46 48 2 2
Other 574 277 (296) 37
Total deferred tax liabilities 1,544 932 (302) 47
Deferred tax income (expense) {250) 6
Net deferred tax (972) {492)

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes relate to the same taxation authority. The amounts offset in
the statement of financial position are:

2009 2004
Deferred tax asset 53 117

Deferred tax liability 1,025 609
Net deferred tax (972) (492)
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At 31 December 2009, the aggregate deferred and current tax relating to items that are charged to equity amounted to
EUR 378 million and EUR 25 million respectively (2008: EUR 135 miillion and EUR 12 million respectively).

Deferred tax assets are recognised to the extent that it is probable that there will be sufficient future taxable profit against

which the deferred tax asset can be utilised. No deferred tax assets have been recognised on unused tax losses and unused
tax credits of EUR 292 million (2008: EUR 412 million) that can be carried forward indefinitely.

Deferred tax assets depending on future taxable profits in excess of profits arising from the reversal of existing taxable
temporary differences amount to EUR 23 million (2008: EUR 123 million) and have been recognised based on the
expectation that sufficient taxable income will be generated in future years to utilise these deferred tax assets.
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33 RPN()

The RPN() is a financial instrument that results in quarterly payments being made to, or received from, Fortis Bank SA/NV.

Mechanism. Each quarterly payment is determined as the average over the quarter of the interest payments at an annual
rate of 3-month EURIBOR plus 20 bps to be made on a reference amount as calculated on each trading day.

The reference amount is defined as:

e The difference between EUR 3,000 million and the market value of the CASHES as quoted by the Luxembourg stock
exchange, less

e The difference between EUR 2,350 million and the market value of 125,313,283 Fortis shares.

If the reference amount is positive, Fortis Bank SA/NV pays interest on the reference amount to Fortis. If it is negative, Fortis
pays interest on the reference amount to Fortis Bank SA/NV.

State guarantee. The Belgian State has issued a state guarantee on the RPN(l) interests paid by Fortis, to the benefit of
Fortis Bank SA/NV. The annual guarantee fee amounts to 70 bps to be paid on the reference amount. To secure the
payment of the fee and recourse of the Belgian State in case of default Fortis granted the Belgium State a pledge on a
maximum of 20% of the shares of AG Insurance.

Reference values. On 31 December 2009, the CASHES closed at 54.4% and the Fortis share price at EUR 2.62. The
reference amount was therefore EUR 654 million, negative on that date. On 30 December 2009, 3-month EURIBOR stood at
0.7%.

In total, Fortis paid EUR 3.0 million interest on the RPN(l) in 2009 (period starting on 12 May 2009).

Valuation approach and assumptions. Fortis records the RPN()) at fair value through profit or loss. As no observable
market price of the RPN(l) is available, Fortis estimates the fair value of the RPN(l) using a level 3 valuation technique
(discounted cash flow model). The valuation approach was refined in the course of Q4 2009, based on valuation techniques
traditionally used to value financial derivative instruments: arbitrage-free pricing and Monte-Carlo simulations.

Fortis made the following key assumptions to determine the fair market value of the RPN(l) on 31 December 2009:

e Fortis share prices have been projected using a standard geometric Brownian motion (Black Scholes model), assuming
an initial share price of EUR 2.62 (closing price on 31 December 2009), an average dividend yield of 3% over the
expected term of the instrument consistent with the dividend policy proposed by Fortis, and a share price volatility of
42% estimated based on market data for the last three months of 2009.

¢ The price of CASHES has been projected based on stochastic interest rates and forward spread curves applicable to
CASHES with an additional stochastic perturbation, calibrated on the market value of the CASHES of 54.4% on 31
December 2009. For modeling purposes, the CASHES have been assumed to have a constant maturity of 50 years at
any point in the future, beyond which the contribution of discounted free cash flows becomes negligible.

* The current and future risk-free rates have been calibrated on market data as at 31 December 2009 and projected
through a standard arbitrage-free interest rate model.

¢ The valuation mode! also accounts for the conversion option embedded in the CASHES at prices of EUR 23.94 (optional)
and EUR 35.91 (automatic), as well as for the payment of a one-off extraordinary dividend in 2018 of the value of the
BNP Paribas option.

¢ Projected future interest payments have been discounted at a discount rate reflecting the risk associated with Fortis
liabilities such as the RPN(l), consistent with a fixed spread of 545 basis points.

The fair value of the RPN(}} is the average net present value of the projected future payments based on the above
assumptions in 750 different stochastic scenarios.



Fortis Consolidated Financial Statements 2009 | 1137

Conclusion. At year end 2009, the RPN(l) was accounted for as a liability with a fair value amounting to EUR 316 million.

Sensitivities. The sensitivity of the fair value of the RPN(l) to changes in the parameters are as follows, assuming that other

parameters remain unchanged:

e Anincrease in the initial price of the Fortis share to EUR 2.90 decreases the fair value by EUR 11 million to
EUR 305 million; a decrease in the starting value to EUR 2.30, increases the fair value by EUR 11 million to
EUR 327 million.

e Anincrease in the market value of the CASHES to 60% increases the fair value by EUR 69 million to EUR 385 million; a
decrease to 48% reduces the value by EUR 75 million to EUR 241 million.

e A stegpening of the risk free interest curve leading to an increase of 100bps of the 30-year risk-free rate increases the fair
value by EUR 26 million to EUR 342 million; a flattening of the curve leading to a decrease of 100 bps of the 30-year risk-
free rate reduces the value by EUR 36 million to EUR 280 million.

e A decrease in the discount rate of 100 bps increases the fair value by EUR 34 million to EUR 350 million; an increase of
100 bps reduces the fair value by EUR 28 million to EUR 288 million.

Assuming more favourable conditions for the four key parameters in the model (initial Fortis share price of EUR 2.90,
CASHES at 48%, flatter risk-free yield curve and discount rate 100 bps higher), the fair value of the RPN(l) decreases to
EUR 180 million.

Assuming less favourable conditions for the four key parameters in the model (initial Fortis share price of EUR 2.30, CASHES
at 60%, steeper risk-free yield curve and discount rate 100 bps lower), the fair value of the RPN(l) increases to
EUR 493 million.

The fair value of the RPN(l) shows no material sensitivity to the assumed share price volatility and dividend yield of the Fortis
share. This is essentially attributed to the fact that the conversion option embedded in the CASHES remains very much out
of the money in nearly all scenarios.
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34  Accrued interest and other liabilities

The composition of Accrued interest and other liabilities as at 31 December is as follows:

31 December 2004 31 December 2008
Deferred revenues 45 23
Accrued finance costs 188 364
Accrued other expenses 87 126
Defined benefit pension liabilities 283 288
Defined benefit liabilities other than pension 50 42
Termination benefits 32 39
Other long-term employee benefit liabilities 9 10
Short-term employee benefit liabilities 99 90
Accounts payable 185 205
Due to agents, policyholders and intermediaries 593 329
VAT and other taxes payable 91 85
Dividends payable 36 44
Due to reinsurers 32 43
Derivatives held for trading 25 165
Other liabilities 454 459
Total 2,209 2,312

Details of employee benefit liabilities can be found in Note 9 Post-employment benefits, other long-term employees benefits
and termination benefits.

Derivatives held for trading are valued based on broker quotes in active markets (level 1). All purchases and sales of financial
assets requiring delivery within the time frame established by regulation or market convention are recognised on the trade
date, i.e. the date when Fortis becomes a party to the contractual provisions of the instrument.
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35 Provisions

Provisions consist of provisions for tax litigation and legal litigation. The tax and legal litigation provisions are based on best
estimates available at the year end based on the opinion of legal and tax advisors. The timing of the outflow of cash related
to these provisions is by nature uncertain given the unpredictability of the outcome and the time involved in concluding
litigation.

Changes in provisions during the year are as follows:

2009 2008
Balance as at 1 January 71 899
Balance of discontinued operations as at 1 January (869)
Balance of continuing operations as at 1 January 71 30
Acquisition and divestment of subsidiaries 2
Increase in provisions 7 52
Reversal of unused provisions (49) (1)
Utilised during the year (10)
Other 3

Balance as at 31 December 34 71
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36  Fair value of financial assets and financial liabilities

The following table shows the carrying amounts and fair value of those classes of financial assets and financial liabilities not
reported at fair value on the Fortis consolidated statement of financial position. A description of the methods used to
determine the fair value of financial instruments is given below.

2009 _ 2008
Carrying Fair Carrying Fair
value value value value

Assets
Cash and cash equivalents 5,636 5,621 5,933 5,933
Loans to banks 1,816 1,816 13,893 13,893
Loans to customers 2,316 2,477 2,511 2,643
Reinsurance and other receivables 1,264 1,296 1,154 1,146
Total financial assets 11,032 11,210 23,491 23,615
Liabilities
Debt certificates 915 915 4,670 4,670
Subordinated liabilities 2,850 1,838 2,908 1,901
Loans from banks 2,483 2,483 8,759 8,759
Loans from customers 96 95 148 148
Other borrowings 195 189 179 179
Total financial liabilities 6,539 5,521 16,664 15,657

Fair value is the amount for which an asset could be exchanged, a liability could be settled or an equity instrument granted
could be exchanged between knowledgeable, willing parties in an arm’s length transaction.

Fortis uses the following methods, in the order listed, when determining the fair value of financial instruments:
e Quoted price in an active market

®  valuation techniques

e cost.

When a financial instrument is traded in an active and liquid market, its quoted market price or value provides the best
evidence of fair value. No adjustment is made to the fair value of large holdings of shares, unless there is a binding
agreement to sell the shares at a price other than the market price. The appropriate quoted market price for an asset held or
a liability to be issued is the current bid price, and for an asset to be acquired or a liability held, the ask price. Mid-market
prices are used as a basis for establishing the fair value of assets and liabilities with offsetting market risks.

if no active market price is available, fair values are estimated using present value or other valuation technigques based on
market conditions existing at the reporting date. If there is a valuation technigue commonly used by market participants to
price an instrument and that technique has been demonstrated to provide reliable estimates of prices obtained in actual
market transactions, Fortis applies that technique.

Valuation techniques that are well established in financial markets include recent market transactions, discounted cash flows
and option pricing models. An acceptable valuation technique incorporates all factors that market participants would
consider when setting a price, and should be consistent with accepted economic methodologies for pricing financial
instruments.
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The basic principles for estimating fair value are:

e  maximise market inputs and minimise internal estimates and assumptions

e change estimating techniques only if an improvement can be demonstrated or if a change is necessary because of
changes in the availability of information.

The fair value presented is the ‘clean’ fair value, which is the total fair value or ‘dirty’ fair value less interest accruals. Interest
accruals are reported separately.

Methods and assumptions used in determining fair value are largely dependent on whether the instrument is traded on
financial markets and the information that is available to be incorporated into the valuation models. A summary of different
financial instrument types along with the fair value treatment is included below.

Quoted market prices are used for financial instruments traded on a financial market with price quotations.

Non-exchange-traded financial instruments are often traded in over-the-counter (OTC) markets by dealers or other
intermediaries from whom market prices are obtainabie.

Quotations are available from various sources for many financial instruments traded regularly in the OTC market. Those
sources include the financial press, various publications and financial repotting services, and also individual market makers.

Quoted market prices provide the most reliable fair value for derivatives traded on a recognised exchange. Fair value of
derivatives not traded on a recognised exchange is considered to be the value that could be realised through termination or
assignment of the derivative.

Common valuation methodologies for an interest rate swap incorporate a comparison of the yield of the swap with the
current swap vyield curve. The swap yield curve is derived from quoted swap rates. Dealer bid and offer quotes are generally
available for basic interest rate swaps involving counterparties whose securities are investment grade.

Factors that influence the valuation of an individual derivative include the counterparty’s credit rating and the complexity of
the derivative. If these factors differ from the basic factors underlying the quote, an adjustment to the quoted price may be
considered.



The fair value (FV) calculation of financial instruments not actively traded on financial markets can be summarised as follows:

instrument Type

Fortis Products
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FV Calculation

Instruments with no stated

maturity

Instruments without optional

features

Instruments with optional

features

Subordinated liabilities

Private equity

Preference shares (non-quoted)

Current accounts,
saving accounts,

etc.

Straight loans,
deposits,

etc.

Mortgage loans and other
instruments with option

features

Subordinated liabilities

Private equity and
non-quoted participations

investments

Preference shares

Nominal value.

Discounted cash flow methodology; discounting
yield curve is the swap curve plus spread (assets)
or the swap curve minus spread (liabilities); spread
is based on commercial margin computed based
on the average of new production during last 3

months.

Product is split and linear (non-optional)
component is valued using a discounted cash flow
methodology and option component valued based

on option pricing model.

Valuation is based on broker quotes

in an in-active market (level 3).

In general based on the European Venture Capital
Association's valuation guidelines, using
enterprise value/EBITDA, price/cash flow

and price/earnings, etc.

If the share is characterised as a debt instrument,

a discounted cash flow model is used.

Fortis pursues a policy aimed at quantifying and monitoring pricing uncertainties related to the calculation of fair values using
valuation techniques and internal models. Related uncertainties are a feature of the ‘model risk’ concept.

Model risk arises when the product pricing requires valuation techniques which are not yet standardised or for which input
data cannot be directly observed in the market, leading to assumptions about the input data themselves.

The introduction of new, sophisticated products in the market has resulted in the development of mathematical models to
price them. These models in turn depend on assumptions regarding the stochastic behaviour of underlying variables,
numerical algorithms and other possible approximations needed to replicate the complexity of the financial instruments.

Furthermore, the underlying hypotheses of a model depend on the general market conditions (e.g. specific interest rates,
volatilities) prevailing at the time the model is developed. There is no guarantee that the model will continue to yield adequate
results should market conditions change drastically.

Any related model uncertainty is quantified as accurately as possible and is the basis for adjusting the fair value calculated by
the valuation techniques and internal models.
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Notes to the consolidated income statement
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37 Insurance premiums

The following table provides an overview of the composition of gross inflow and net earned premiums for the year ended
31 December.

2009 2008
Gross inflow Life 9,365 8919
Gross inflow Non-life 2,654 2,693
Eliminations (1) (28)
Total gross inflow 12,018 11,584
2009 2008
Net premiums Life 6,527 5,732
Net earned premiums Non-life 2,497 2,519
Efiminations (1)
Total net earned premiums 9,023 8,251
Life
The table below shows the details of Life premiums for the year ended 31 December.
2009 2008
Unit-linked insurance contracts
Single written premiums 1" 7
Periodic written premiums 127 120
Group business total 138 127
Single written premiums 44 84
Periodic written premiums 41 50
Individual business total 85 134
Total unit-linked insurance contracts 223 261
Non unit-linked insurance contracts
Single written premiums 350 320
Periodic written premiums 742 699
Group business total 1.092 1.019
Single written premiums 956 675
Periodic written premiums 758 749
Individual business total 1.714 1.424
Total non unit-linked insurance contracts 2,806 2.443
Investment contracts with DPF
Single written premiums 3,173 2,706
Periodic written premiums 393 386
Total investment contracts with DPF 3,566 3,092
Gross premium income Life insurance 6,595 5796
Single written premiums 2,553 2.895
Periodic written premiums 217 228
Premium inflow deposit accounting 2,770 3.123

Total gross inflow Life 9,365 8,919
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Total premium inflow Life insurance is gross premiums received by insurance companies for issued insurance and
investment contracts. Premium inflow of insurance contracts and investment contracts with DPF is recognised in the income
statement. Premium inflow of investment contracts without DPF, mainly unit-linked contracts, is — after deduction of fees —
directly recognised as liabilities (deposit accounting). Fees are recognised as fee income in the income statement.

2009 2008
Gross premium income Life 6,595 5,796
Ceded reinsurance premiums (68) (64)
Net premiums Life 6,527 5,732

Non-life

The table below shows the details of Non-life insurance premiums for the year ended 31 December. Premiums for motor, fire
and other damage to property and other are grouped in Property & Casualty.

Accident & Property &

Health casualty Total
2009
Gross written premiums 641 2,013 2,654
Change in unearned premiums, gross (4) (28) (32)
Gross earned premiums 637 1,985 2,622
Ceded reinsurance premiums (27) (112) (139)
Reinsurers' share of unearned premiums (1) 15 14
Net earned premiums Non-Life insurance 609 1,888 2,497
2008
Gross written premiums 631 2,062 2,693
Change in unearned premiums, gross (1) (12} (13)
Gross earned premiums 630 2,050 2,680
Ceded reinsurance premiums (37) (121) (158)
Reinsurers' share of unearned premiums 1 (4) (3)
Net earned premiums Non-Life insurance 594 1,925 2,519

Below is a breakdown of the net earned premiums by operating segment.

Accident & Property &
Health casualty Total

2009

AG Insurance 424 1,045 1,469
Fortis Insurance International 185 843 1,028
Net earned premiums Non-Life insurance 609 1,888 2,497
2008

AG Insurance 423 1,001 1,424
Fortis Insurance International 171 924 1,095

Net earned premiums Non-Life insurance 594 1,925 2,519
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38 Interest, dividend and other investment income

The table below provides details of Interest, dividend and other investment income for the year ended 31 December.

20049 2004
Interest income
Interest income on cash equivalents 200 309
Interest income on loans to banks 98 406
Interest income on investments 2,124 1,932
Interest income on loans to customers 154 219
Interest income on derivatives held for trading 71 216
Other interest income 12 7
Total interest income 2,659 3,089
Dividend income from equity securities 37 119
Rental income from investment property 126 110
Revenues parking garage 242 242
Other investment income 59 100

Total interest, dividend and other investment income 3,123 3,660
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39 Realised and unrealised gains and losses

For the year ended 31 December, Realised and unrealised gains and losses for the year ended 31 December are broken

down as follows:

2009
Debt securities classified as available for sale 36
Equity securities classified as available for sale (21)
Derivatives held for trading 91
Capital gain on sale AGI shares 697
Investments in associates 18
Property, plant and equipment
Assets and liabilities held at fair value through profit or loss 100
Hedging results
Other 32
Total realised and unrealised gains and losses 953

2008

(15)

(145)
(201)

(508 )

Derivatives held for trading are initially recognised at acquisition cost, including any transaction costs to acquire the financial

instrument. Subseguent measurement is at fair value with changes in fair value recorded in the income statement.

All changes in fair value of the assets and liabilities held at fair value through profit or loss are reported above. This includes
unrealised gains and losses from revaluations and realised gains and losses upon derecognition of the assets or liabilities.

Hedging results contain the changes in fair value attributable to the hedged risk — mainly interest-rate risk — of hedged assets

and liabilities and the changes in fair value of the hedging instruments.
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40  Share of result of associates

Share of result of associates for the year ended 31 December is specified in the table below, for the main associates.

Total Total % Share of result
income expenses Fortis of associates
(100% interest) (100% interest) interest (Fortis share)
2009
Mayban Fortis Holdings 759 (575) 30.95% 57
Muang Thai Holdings 615 (546) 31%/12% 12
Tai Ping Holdings 2,836 (2,840) 24.90% 2
Royal Park Investments 912 (912) 44.71%
IDBI Fortis Life Insurance 86 (99) 26.00% (4)
Other (4)
Total share of result of associates 63
2008
Mayban Fortis Holdings 970 (934) 30.95% 11
Muang Thai Holdings 436 (416) 40%/15% 5
Tai Ping Holdings 2,156 (2,125) 24.90% 11
IDBI Fortis Life insurance 41 (53) 26.00% (3)
Other 3
Total share of result of associates 27

The result of Mayban Fortis Holding includes a one-time gain from the reassement of the life liabilities to a risk based capital
approach.

41  Fee and commission income

Fee and commission income for the year ended 31 December is specified in the table below.

2908 2008
Fee and commission income
Reinsurance commissions 52 58
Insurance and investment fees 189 217
Asset management 33 33
Other service fees 101 124

Total fee and commission income 375 432
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42  Other income

Other income includes the following elements for the year ended 31 December.

2009
Other income
Proceeds of sale of buildings held for sale 145
Other 177
Total other income 322

43  Insurance claims and benefits

The details of insurance claims and benefits for the year ended 31 December are shown in the table below.

2009
Life insurance 7,457
Non-life insurance 1,769
Eliminations (1)
Total insurance claims and benefits, net 9,225
Details of Life insurance claims and benefits, net of reinsurance, are shown below.

2009
Benefits and surrenders, gross 3,907
Change in liabilities arising from insurance and investment contracts, gross 3,578
Total Life insurance claims and benefits, gross 7,485
Reinsurers' share of claims and benefits (28)
Total Life insurance claims and benefits, net 7,457
Details of Non-Life insurance claims and benefits, net of reinsurance, are shown in the following table.

2009
Claims paid, gross 1,700
Change in liabilities arising from insurance contracts, gross 106
Total Non-life insurance claims and benefits, gross 1,806
Reinsurers' share of change in liabilities 11
Reinsurers' share of claims paid (48)

Total Non-life insurance claims and benefits, net 1,769

2008

45
188
233

2008

6,414

1,690
(4)

8,100

2008

4,018
2,422
6,438
(24)
6,414

2008

1,681
106

1,787
(1)
(86)

1,690
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44  Finance costs

The following table shows the breakdown of finance costs by product for the year ended 31 December.

201 2008
Finance costs
Debt certificates 71 413
Subordinated liabilities 180 233
Borrowings - due to banks 157 405
Borrowings - due to customers 33
Other borrowings 7 11
Derivatives 52 218
Other liabilities 31 30
Total finance costs 498 1,343
45  Change in impairments
The Change in impairments for the year ended 31 December is as follows:

2009 2006
Change in impairments of:
Investments in debt securities 9 80
Investments in equity securities and other 82 443
Investment property 11 10
Loans to banks 1
Loans to customers 2
Reinsurance and other receivables 355 21
Property, plant and equipment 6
Goodwill and other intangible assets 2 1
Accrued interest and other assets 2
Total change in impairments 467 558

The impairment on Reinsurance and other receivables relates mainly to the impairment on FCC (see note 20 Reinsurance
and other receivables).
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46  Fee and commission expenses

The components of fee and commission expenses for the year ended 31 December are as follows:

2009 2008
Fee and commission expenses
Securities 1 10
Intermediaries 903 859
Asset management fees 19 2
Custodian fees 7 4
Other fee and commission expenses 42 37
Total fee and commission expenses 972 912
47  Staff expenses
Staff expenses for the year ended 31 December are as follows:

2009 2008
Staff expenses
Salaries and wages 456 475
Social security charges 110 110
Pension expenses relating to defined benefit plans 9 27
Defined contribution plan expenses 18 15
Share based compensation 8 14
Other 39 3
Total staff expenses 640 644

Other includes the cost of termination benefits and restructuring costs and non-monetary benefits such as medical costs.

Note 9 Post-employment benefits, other long-term employees benefits and termination benefits contains further details of
post-employment benefits and other long-term employee benefits, including pension costs related to defined benefit plans
and defined contribution plans.
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48  Other expenses

Other expenses for the year ended 31 December are as follows:

Depreciation on tangible assets
Buildings held for own use
Leasehold improvements
Investment property

Equipment

Amortisation of intangible assets
Purchased software

Internally developed software
Value of business acquired (VOBA)

Other intangible assets

Other

Operating lease rental expenses and related expenses
Operating and other direct expenses relating to investment property
Professional fees

Capitalised deferred acquisition costs

Depreciation deferred acquisition costs

Marketing and public relations costs

Information technology costs

Other investment charges

Maintenance and repair expenses

Cost of sale of buildings held for sale

Other

Total other expenses

Other includes expenses for travel, post, telephone, temporary staff and training.

2004

40

44
20

55
10

50
40
79

(463)

420

47
100
143

120
283
1,015

2008

27

44
19

58
14

46
36
124
(194)
153
75
77
153
10
32
309
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49 Income tax expenses

The components of income tax expenses for the year ended 31 December are:

2009 2008

Current tax expenses for the current period 176 122
Adjustments recognised in the period for

current tax of prior periods (108) (7)
Total current tax expenses 68 115
Deferred tax arising from the current period 107 (28)
Impact of changes in tax rates on deferred taxes (1)
Deferred tax arising from the write-down or reversal

of a write-down of a deferred tax asset 146 48
Previously unrecognised tax losses, tax credits and

temporary differences reducing deferred tax expense (3) (26)
Total deferred tax expenses 250 (7)
Tax expense (income) relating to changes in accounting policies and

errors included in profit and loss
Total income tax expenses 318 108

Below is a reconciliation of expected and actual income tax expense. The expected income tax expense was determined by
relating the profit before taxation to the weighted average statutory income tax rates in Belgium and the Netherlands.

2009 2008
Profit before taxation 1,630 (477)
Applicable tax rate 29.7% 29.7%
Expected income tax expense 485 (141)
Increase (decrease) in taxes resulting from:
Tax exempt income including capital losses (203) 68
Share in result of associates (21) (1)
Disallowed expenses 18 35
Previously unrecognised tax losses and temporary differences (3) (31)
Write-down and reversal of write-down of deferred tax assets 142 49
Foreign tax rate differential 46 149
Adjustments for tax payable in respect of previous years (108) (7)
Notional interest deduction (39) (39)
Other 1 26

Actual income tax expenses 318 108
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Notes to items not recorded on
the Consolidated statement of financial position
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50 Contingent liabilities

Like any other financial institution, Fortis is involved as a defendant in various claims, disputes and legal proceedings arising
in the ordinary course of its business, which since the divestment of its banking activities in October 2008 is limited to
insurance activities.

In addition, as a result of the events and developments occurred between May 2007 and October 2008 (capital increase and
acquisition of parts of ABN AMRO in October 2007, announcement of the accelerated solvency plan in June 2008,
divestment of banking activities and Dutch insurance activities in September/October 2008), Fortis is involved or may still
become involved in a number of legal proceedings as well as administrative and criminal investigations in Belgium, the
Netherlands and the USA, some of which could result in substantial but currently unquantifiable future liabilities for Fortis.

While some ongoing legal proceedings and investigations do not trigger any immediate risk of (material) monetary
consequences for Fortis, it cannot be ruled out that they could lead to such negative impact at a later stage. This is the case
for (i) the investigations conducted by court-appointed experts in Belgium and the Netherlands to report on the
September/October transactions (for the Belgian experts) and on the financing of the offer on ABN AMRO, the public
statements from Fortis since the offer on ABN AMRO and on the September/October transactions (for the Dutch experts)
and (i) investigations conducted by supervisory authorities in the Netherlands (Authority for the Financial Markets - AFM) and
Belgium (Banking, Finance and insurance Commission - BFIC), as well as the criminal investigation conducted in Belgium.

On 5 February 2010, the AFM has levied a fine on Fortis SA/NV and Fortis N.V. of EUR 576.000 for breaches of the Dutch
Securities Act (‘Wet op het financieel toezicht’). The AFM alleges that on 5 June 2008 certain statements would have been
incorrect or misleading in respect of the solvency situation of Fortis and that on 14 June 2008 Fortis should have made
public that the required EC remedies would imply that the financial objectives for 2008 and later could not be achieved
without additional measures. This might imply that, for the period of 5 to 25 June 2008, investors may allege to have traded
on not fully correct information. Fortis challenges any allegations of wrongdoing and has appealed the decision of the AFM,

Any negative findings of these ongoing investigations may lead to new proceedings against Fortis, including claims for
compensatory damages being initiated against Fortis at a later stage. This may in particular be the case for the findings by
the AFM which, subject to successful appeal by Fortis, have led the AFM to impose a fine as described above.
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Ongoing lawsuits brought against Fortis in Belgium, the Netherlands and the US expose Fortis to the risk of court decisions
to pay monetary damages to compensate the shareholders for some of their losses suffered since September 2007:

e Various proceedings have been initiated by individual shareholders and shareholder organizations in Belgium and the
Netherlands demanding (i) the annulment of decisions taken by the Fortis Board in September/October 2008 or
alternative compensatory damages and/or (i) the payment of monetary damages based on alleged miscommunication
and/or market abuse committed by Fortis over the period between May 2007 and October 2008. Such proceedings
include:

- proceedings initiated before the Brussels Commercial Court by a number of individuals represented by
Mr. Modrikamen; the request for provisional measures against Fortis has been dismissed on 8 December 2009 and
Mr. Modrikamen has announced that he would now pursue the procedure on the merits

- proceedings initiated by a number of individuals gathered around Deminor International, which are pending before the
Brussels Commercial court

- proceedings initiated before the Amsterdam District Court by the VEB and Deminor as well as proceedings initiated
by a number of individuals represented by Mr. De Gier; these proceedings are still pending; and

- proceedings before the Utrecht District Court initiated by a number of individuals represented by Mr. Bos, which are
also still pending. In this context, some former directors and top executives of Fortis have requested the court to
acknowledge the alleged obligation of Fortis, under termination agreements entered into in 2008 and/or rules of
Dutch civil law, to hold such persons harmless against damages resulting from or relating to the legal proceedings
initiated against them and which would originate from their functions within the Fortis group. Fortis is contesting the
validity of the mentioned statutory and contractual hold harmless commitments.

* Aclass action has been filed in the US District Court of the Southern District of New York to demand damages based on
alleged securities fraud committed in the period between 17 September 2007 and 14 October 2008. This action has
been dismissed on 19 February 2010 on the basis of lack of jurisdiction, and is subject to appeal.

Should any of these proceedings result in the annulment of (part of) the decisions taken by the Fortis Board and of the
resulting agreements (which is highly unlikely, amongst others taking into account that Mr Modrikamen has announced that
he would drop such claim and that Deminor has not formulated such a claim), this would have consequences on the
financial position of Fortis that are unquantifiable at this stage. In the event that any court decisions were to order Fortis to
pay monetary damages, this could have a severe negative impact on its financial position.

In respect of legal proceedings initiated against Fortis and Fortfinlux by investors in relation with the FRESH instrument
issued in 2002, Fortis remains convinced, after consultation with its legal advisors, that its legal position is sound and is not
likely to be successfully challenged in court.

In respect of all legal proceedings and investigations of which management is aware, Fortis will make provisions for such
matters if and when, in the opinion of management, who consult with legal advisors, it is probable that a payment will have
to be made by Fortis and the amount can be reasonably estimated.

Without prejudice to any specific comments made above, given the various stages and continuously evolving nature as well
as inherent uncertainties and complexity of the current proceedings and investigations, management is not in a position to
determine whether any claims or actions brought against Fortis in connection with these proceedings and investigations are
without merit or can be successfully defended or whether the outcome of these actions or claims may or may not result in a
significant loss in the Fortis Consolidated Financial Statements.

In 2008, the Fortis parent companies granted to some former executives and directors at the time of their departure a
contractual hold harmless protection covering legal expenses and, in some cases, also the financial consequences of any
judicial decisions in the event that legal proceedings were brought against such persons on the basis of their mandates
exercised in the company. In respect of some of these persons, Fortis is contesting the validity of the contractual hold
harmless commitments to the extent they relate to the financial consequences of any judicial decisions.
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Contingent liabilities for hybrid instruments of former subsidiaries

Fortis’ former operating entities issued a number of hybrid instruments that create a contingent liability for Fortis N.V. and
Fortis SA/NV, because these former parent companies acted as guarantor, co-obligor or provided support agreements. The
following chapters describe the contingent liabilities linked to these instruments.

1. CASHES

CASHES (Convertible And Subordinated Hybrid Equity-linked Securities) is a EUR 3 billion instrument issued by Fortis Bank
nv-sa, with Fortis SA/NV and Fortis N.V. acting as co-obligors. According to the terms and conditions of this instrument it will
only be reimbursed by Fortis Bank by means of an exchange against already issued Fortis shares, owned by Fortis Bank (the
reported number of outstanding Fortis shares as at 31 December 2009 already includes the 125,313,283 Fortis shares
issued for the purpose of such exchange). Pending the exchange of the CASHES against Fortis shares, these Fortis shares
do not have any dividend rights or voting rights.

The principal amount of the CASHES will not be repaid in cash. The sole recourse of the holders of the CASHES against any
of the co-obligors with respect to the principal amount are the 125,313,283 Fortis shares that Fortis Bank pledged in favour
of such holders.

The CASHES have no maturity date, but may be exchanged for Fortis shares at a price of EUR 23.94 per share at the
discretion of the holders. From 19 December 2014, the CASHES will be automatically converted into Fortis shares if the
price of the Fortis share is equal to or higher than EUR 35.91 on twenty consecutive stock exchange business days.
Coupons on the securities, in principle payable by Fortis Bank, are payable quarterly, in arrears, at a variable rate of 3 month
Euribor + 2.0%.

In the event that dividends are not paid on the Fortis shares, or that the dividends to be declared are below a threshold with
respect to any financial year (dividend vield less than 0.5%), and in certain other circumstances, coupons will mandatorily
need to be settled by Fortis SA/NV and Fortis N.V. in accordance with the so called Alternative Coupon Settlement Method
(ACSM), while Fortis Bank would need to issue instruments that qualify as hybrid Tier 1 instruments to Fortis as
compensation for the coupons so paid by Fortis SA/NV and Fortis N.V. If the ACSM is triggered and there is insufficient
available authorised capital to enable Fortis SA/NV and Fortis N.V. to meet the ACSM obligation, the coupon settlement will
be postponed until such time as the ability to issue shares is restored.

Fortis’ announcement on 15 March 2009 that it would not declare a dividend for the 2008 financial year would have
triggered the ACSM. However, on 27 May 2009 Fortis announced its intention to resume the payment of a dividend for the
2009 financial year in 2010, whereby the dividend will be equal to or in excess of the above stated threshold dividend yield of
0.5%. As a result the coupons due during 2009 were paid in cash instead of through the ACSM.
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2. MCS

On 7 December 2007, Fortis Bank Nederland, with Fortis Bank nv-sa, Fortis SA/NV and Fortis N.V. acting as co-obligors,
issued mandatory convertible securities (MCS) for a total principal amount of EUR 2 billion. A breach of minimum solvency
levels at Fortis Bank Nederland would lead to accelerated conversion using an ACSM for unpaid coupons.

Coupon payments on the MCS are paid by Fortis Bank Nederland; coupon payments are at the discretion of the issuers if
Fortis has not declared or paid a dividend in the 12 months prior to the coupon date. Although this situation applied at the
semi annual coupon dates in 2009, Fortis Bank Nederland continued to pay the coupons.

The MCS will be converted mandatorily on 7 December 2010 into Fortis shares the exact number of which will depend on
the then prevailing share price, with a minimum of 88,928,413 and a maximum of 106,723,586 Fortis shares (the reported
number of outstanding Fortis shares as at 31 December 2009 does not yet include these shares). According to agreements
entered into between the parties, Fortis Bank Nederland N.V. should compensate Fortis by issuing new shares to Fortis
SA/NV and Fortis N.V. at conversion; this compensation is disputed by the Dutch State, after it took over control of Fortis
Bank Nederland N.V.

At conversion of the MCS, Fortis will record a EUR 2 billion increase of its equity against a EUR 2 billion receivable for new
Fortis Bank Nederland N.V. shares to be received from Fortis Bank Nederland N.V. In the event that the Dutch State
successfully disputes this claim, Fortis SA/NV and Fortis N.V. will need to record an impairment on this receivable, subject to
the level of compensation that will be agreed upon.

3. Fortis Capital Company

Fortis Capital Company Limited (FCC) issued EUR 450 million of non-cumulative, non-voting, perpetual preference shares in
1999, with a Support Agreement granted by Fortis Bank, Fortis SA/NV and Fortis N.V. Fortis Capital Company announced
on 26 March 2009 that it would not call the instruments. In June 2009. Given the non-call and in accordance with the
support agreement, holders of these preference shares had a one-time right to exchange their preference shares for Fortis
ordinary shares, and Fortis in turn could redeem the preference shares in cash instead of issuing the required shares.

Preference shareholders representing EUR 362 million of principal amount to exchange their preference shares, and Fortis
elected to pay the redemption of these preference shares in cash. Since Fortis Bank Nederland (the entity to which Fortis
Capital Company on-lent the proceeds) is no longer part of Fortis, Fortis believes it is entitled to compensation for this
redemption. On 24 August 2009, Fortis initiated legal proceedings on the merits of the case before the Amsterdam
Commercial Court against Fortis Capital Company Limited, Fortis Bank Nederland and the Dutch State to claim full
compensation for the EUR 362 million cash redemption. Fortis claim is included under reinsurance and other receivables.
Due to the fact that the claim is contested by the counterparty, the amount is fully impaired as shown in Note 45 Change in
impairments.

Investors in the remaining EUR 88 million of preference shares no longer have any stock settlement rights against
Fortis SA/NV and Fortis N.V.

Under the terms of the Support Agreement, Fortis is still required to support the annual dividend (3-month Euribor + 2.60%)
on the remaining EUR 88 million of preference shares in the event that any of the supporting companies (Fortis SA/NV,
Fortis N.V. or Fortis Bank) pays a dividend while Fortis Bank Nederland for solvency reasons is unable to pay the dividend on
its preference shares.
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4, Fortis Bank Tier 1 debt securities 2001

Fortis Bank nv-sa issued EUR 1,000 million of redeemable perpetual cumulative coupon debt securities in 2001, which
benefit from a support agreement entered into by Fortis SA/NV and Fortis N.V., at an interest rate of 6.50% until

26 September 2011 and 3 month Euribor + 2.37% thereafter.

Under the parental support agreement if Fortis Bank’s solvency drops below the threshold level or if Fortis Bank so elects,
the coupon will be settled through the issue of ordinary shares by Fortis SA/NV and Fortis N.V, via an ACSM, for which Fortis
Bank would need to compensate Fortis SA/NV and Fortis N.V. by issuing ordinary shares or profit-sharing certificates.

The Support Agreement also gives holders the option, in the event that Fortis Bank does not call the instrument in 2011, to
ask Fortis SA/NV and Fortis N.V. to settle the principal amount of the instrument through the issue of Fortis shares. In turn,
Fortis SA/NV and Fortis N.V. have the option to settle the principal amount of the securities in cash instead. In both cases,

Fortis would be compensated for this settlement by the receipt of Tier 1 debt securities of Fortis Bank.

5. Fortis Bank Tier 1 debt securities 2004

Fortis Bank nv-sa issued EUR 1,000 million perpetual securities in 2004, which benefit from a support agreement entered
into by Fortis SA/NV and Fortis N.V., at an interest rate of 4.625% until 27 October 2014 and 3 month Eurcbor + 1.70%
thereafter.

Under the parental support agreement if Fortis Bank’s solvency drops below the threshold level or if Fortis Bank so elects,
the coupon will be settled through the issue of ordinary shares by Fortis SA/NV and Fortis N.V. via an ACSM, for which Fortis
Bank would need to compensate Fortis SA/NV and Fortis N.V. by issuing ordinary shares.
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51 Lease agreements

Fortis has entered into lease agreements to provide for office space, office equipment and vehicles. The following table
reflects future commitments to non-cancellable operating leases as at 31 December.

2009 2008
Less than 3 months 7 6
3 months to 1 year 24 18
1 year to 5 years 65 61
More than 5 years 58 66
Total 154 151

Annual rental expense:

Lease payments 19 19



162 | Fortis Consolidated Financial Statements 2009 :

b2  Assets under management

Assets under management include investments for own account, unit-linked investments on behalf of insurance
policyholders and funds under management. Funds under management include investments that are managed on behalf of
clients, either private or institutional, and on which Fortis earns a management or advice fee. Discretionary capital (capital
actively managed by Fortis) as well as advisory capital are included in funds under management.

The following table provides a breakdown of assets under management by investment type and origin.

31 December 2005 31 December 2008
Investments for own account:
- Debt securities 51,355 43,585
- Equity securities 1,554 1,297
- Real estate 1,653 1,290
- Other 1,332 444
Total investments for own account 55,894 46,616
Investments reilated to unit-linked contracts 20,695 18,040
Funds under Management:
- Debt securities 3,770 3,682
- Equity securities 2,789 2,651
- Real estate 1,930 1.757
Total funds under management 8,489 8.090
Total assets under management 85,078 72,746
Changes in funds under management are shown below.
Balance as at 1 January 2009 8,090
In-foutflow (229)
Market gains/losses 628

Balance as at 31 December 2009 8,489
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53 Events after the date of the statement of financial
position

General
There have been no material events since the date of the Consolidated statement of financial position that would require
adjustment to the Consolidated Financial Statements as at 31 December 2009.

Tesco Personal Finance Plc (TPF) (‘Tesco’) and Fortis will form a new partnership providing motor and household insurance.
In the partnership, Tesco will be responsible for retail pricing, sales and marketing, customer service and new products.
Fortis will use its considerable expertise to provide underwriting and claims management. The partnership involves the
creation of a new entity to underwrite and manage claims. Known as Tesco Insurance Limited, the new entity will be 49.9%
owned by TPF and 50.1% by Fortis. Tesco will start underwriting policies towards the end of 2010.
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Statement of the Board of Directors

The Board of Directors of Fortis is responsible for preparing the Fortis Consolidated Financial Statements as at
31 December 2009 in accordance with International Financial Reporting Standards as adopted by the European Union as
well as with the European Transparency Directive (2004/109/EC).

The Board of Directors reviewed the Fortis Consolidated Financial Statements on @ March 2010 and authorised their issue.

The Board of Directors of Fortis declares that, to the best of its knowledge, the Fortis Consolidated Financial Statements give
a true and fair view of the assets, liabilities, financial position, and profit or loss of Fortis, and of the uncertainties that Fortis is
facing and that the information contained herein has no omissions likely to modify significantly the scope of any statements
made.

However, due to circumstances beyond the control of the Board of Directors, Fortis was not able to apply IFRS in all their
detail to the 2008 financial year, since the divested subsidiaries of Fortis were not able to provide auditable figures on the
operating result up to the moment of sale. Fortis could not provide the IFRS-required split of the results of discontinued
operations into results of divestment and some details of the 2008 operating result or the required information in the Cash
Flow Statement on discontinued operations.

The Board of Directors of Fortis also declares that the Annual Review gives a fair overview of the development and
performance of the businesses of the Group.

The Fortis Consolidated Financial Statements will be submitted to the Annual General Meetings of Shareholders for approval
on 28 April and 29 April 2010,

Brussels/Utrecht, 9 March 2010

Board of Directors

Chairman Jozef De Mey
Vice-Chairman Guy de Selliers de Moranville
Chief Executive Officer Bart De Smet
Directors Jan Zegering Hadders

Frank Arts

Roel Nisuwdorp

Lionel Perl

Jin Shaoliang
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Independent auditor’s report

To the General Meetings of Shareholders of Fortis SA/NV and Fortis N.V.

Report on the Consolidated Financial Statements

We have audited the Consolidated Financial Statements, which include the financial statements of Fortis SA/NV and Fortis
N.V. and their respective subsidiaries (“Fortis”), as set out on pages 7 to 163 of the Fortis Financial Statements 2009, which
comprise the consolidated statement of financial position as at 31 December 2009, the consolidated income statement, the
consolidated statements of comprehensive income, changes in equity and cash flows for the year then ended and the notes,
comprising a summary of significant accounting policies and other explanatory information.

Board of Directors’ responsibility

The Board of Directors is responsible for the preparation and fair presentation of the Consolidated Financial Statements in
accordance with International Financial Reporting Standards as adopted by the European Union and with the legal and
regulatory requirements applicable in Belgium and with Part 9 of Book 2 of the Netherlands Civil Code. This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of the
Consolidated Financial Statements that are free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Consolidated Financial Statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the Consolidated Financial Statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the Consolidated
Financial Statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the Consolidated Financial Statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
Consolidated Financial Statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates made by the Board of
Directors, as well as evaluating the overall presentation of the Consolidated Financial Statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion the Consolidated Financial Statements give a true and fair view of the consolidated financial position of Fortis
as at 31 December 2009, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the European Union and in accordance with the legal and
regulatory requirements applicable in Belgium and with Part 9 of Book 2 of the Netherlands Civil Code.

i
1165
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Empnasis of Matter
Without qualifying our opinion for the matters below, we draw attention to the following:

1. As described in note 50 to the Consolidated Financial Statements as at 31 December 2009, Fortis is involved in a
number of legal proceedings as well as administrative and criminal investigations in connection with certain events and
developments having occurred between May 2007 and October 2008, some of which could result in financial liabilities
for the company. However, the ultimate outcome of these matters cannot presently be determined, and no financial
liabilities that may result have been recognised in the Consolidated Financial Statements as at 31 December 2009.

2. As described in note 2.1 to the Consolidated Financial Statements as at 31 December 2009, no disclosure has been
provided in the corresponding figures 2008 in respect of the ‘Net result on discontinued operations’ to distinguish
between the net results of operations of the entities concerned until the date of their disposal and the net gains or
losses on such disposals. In addition, no 2008 details have been provided in the Consolidated Statement of Cash-flow
and related notes thereon for cash flows from the discontinued operations. The missing details in the corresponding
figures have no significant effects on the comparability of the current and corresponding figures in the Consolidated
Financial Statements.

Report on Other Dutch Legal and Regulatory Reguirements

The Board of Directors of Fortis N.V. is responsible for the preparation of the management report in accordance with the
Netherlands Civil Code. The management report is set forth in the document entitled “Annual Review 2009” accompanying
the Consolidated Financial Statements. Pursuant to article 2:393 sub 5 part f of the Netherlands Civit Code, we report, to the
extent of our competence, that the Annual Review 2009 is consistent with the Consolidated Financial Statements as
required by article 2:391 sub 4 of the Netherlands Civil Code.

Report on Other Belgian Legal and Regulatory Requirements

The Board of Directors of Fortis SA / NV is responsible for the preparation and content of the management report on the
Consolidated Financial Statements, in accordance with article 119 of the Belgian Companies’ Code. Our responsibility is to
include in our report the following additional remark, which does not have any effect on our opinion on the Consolidated
Financial Statements:

e The management report, which consists of the document entitled “Annual Review 2009” accompanying the
Consolidated Financial Statements and the Report of the Board of Directors of Fortis SA/NV and Fortis NV, deals with
the information required by the law, and is consistent with the Consolidated Financial Statements. However, we are not
in a position to express an opinion on the description of the principal risks and uncertainties facing the companies
included in the consolidation, the state of their affairs, their forecast development or the significant influence of certain
events on their future development. Nevertheless, we can confirm that the information provided is not in obvious
contradiction with the information we have acquired in the context of our appointment.

Amstelveen, 9 March 2010 Brussels, 9 March 2010
KPMG ACCOUNTANTS N.V. KPMG Reviseurs d’Entreprises/Bedrijffsrevisoren
Represented by Represented by

S.J. Kroon RA M. Lange



Fortis Financial Statements 2009 / Report of the Board of Directors of Fortis SA/NV and Fortis N.V. | 1 67

Report of the Board of Directors of
Fortis SA/NV and Fortis N.V.



168 | Fortis Financial Statements 2009 / Report of the Board of Directors of Fortis SA/NV and Fortis N.V.

Board of Directors, Statutory Auditor and Auditor

Chairman

Vice Chairman

Chief Executive Officer

Directors

Statutory auditor of Fortis SA/NV

Statutory auditor of Fortis N.V.

Jozef De Mey

Guy de Selliers de Moranville

Bart De Smet

Frank Arts

Shaoliang Jin

Roel Nieuwdorp
Lionel Perl

Jan Zegering Hadders

Klynveld Peat Marwick Goedeler Réviseurs d’Entreprises SCRL
Civile

Bedrijfsrevisoren burg. CVBA

Represented by Olivier Macq and Michel Lange

KPMG Accountants N.V.
Represented by Stef Kroon
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Report of the Board of Directors of Fortis SA/NV and
Fortis N.V.

General
Fortis SA/NV and Fortis N.V. are the two parent companies of Fortis. They head Fortis, which in turn comprises a number of
subsidiary companies engaged in Insurance.

Developments

The year 2009 was marked by renewed negotiations and the subsequent approval and closing of the transactions with BNP
Paribas, Fortis Bank and the Belgian State’s company SFPI/FPIM. The renewed negotiations involved the sale of Fortis Bank
and part of the Belgian insurance activities as well as the establishment of Royal Park Investments SA/NV (RPl), a special
purpose vehicle which has acquired a portion of the structured credits portfolio of Fortis Bank and in which Fortis made an
equity investment of EUR 760 million, representing a stake of 44.7%.

The original agreement, dating from 5 and 6 October 2008, to sell Fortis Bank and the Belgian insurance activities was
renegotiated following a court ruling on 12 December 2008 and the publication of a report by a panel of Belgium experts.
The revised transaction, announced on 31 January 2009, was rejected by the shareholders’ meeting of Fortis SA/NV on
11 February 2009. On 6 March 2009, an agreement was reached on revised terms for the transaction. On 28 April and

29 April 2008, the general meetings of respectively Fortis SA/NV in Ghent, Belgium, and Fortis N.V. in Utrecht, the
Netherlands, approved the transactions, which were then closed on 12 May 2009. Based on the approval of the
shareholders on 28 April and 29 April 2009 the doubt on Fortis’ ability to continue on a going concern basis does not exist
any longer in Fortis’ view.

As a result of the agreement finalised on 12 May 2009 related to the funding of Royal Park Investments and the purchase by
RP!I of part of the structured credit portfolio of Fortis Bank, the risk for Fortis which existed under the fall back provision
regarding the financing of the SPV, in the Share Purchase Agreement with the SFPI/FPIM of 10 October 2008 (as amended),
and which Fortis was not able to value at the end of 2008, has ceased to exist. The total exposure for Fortis is now limited to
an equity investment of EUR 760 million in Royal Park Investments, representing a stake of 44.7%. For further details of the
transactions, please refer to the shareholder circular published on 16 March 2009 and press release published on

13 May 2009 on www.fortis.com.

Since 12 May 2009, Fortis consists of:

s  75% - 1 share of AG Insurance (previously Fortis Insurance Belgium);

e Fortis Insurance International which consists of a numiber of Life and Non-Life insurance activities in Europe and Asia,
some of which are fully owned by Fortis, while others are in the form of subsidiaries and affiliates with local partners;

e General Account comprises: (i) the holding companies and various financing vehicles that have been used to issue debt
to finance Fortis’ (former) banking and insurance activities; (i) the equity stake in Royal Park Investments SA/NV (RPI)
mentioned above; (iii) the liability related to the quarterly interest payments on the relative performance note (RPN(1))
related to the CASHES, and (iv) the value of the call option linked to the BNP Paribas shares, granted by SFPI/FPIM.

Fortis is fully aware of the uncertainties it faces with regard to the legal proceedings started as a result of the events and
developments occurred between May 2007 and October 2008 and the approval of the transactions agreed with
BNP Paribas and SFPI/FPIM by the shareholders.
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Results

2009 has been another memorable year for Fortis and the financial sector in general. Markets remained turbulent for
everyone. Despite less than optimal market conditions, we maintained business momentum and remained well capitalised.
In a difficult environment, the commercial performance has remained solid and total gross inflows went up. Life inflows
reached higher levels in both Belgium and the International businesses. Non-Life inflows were negatively impacted by
adverse exchange rates but still remained stable.

The net profit of the insurance operations improved sharply on last year. Life insurance operations returned to profitability
after the year 2008 that was marked by substantial losses due to adverse financial markets. Non-Life net profit after non-
controlling interests suffered from higher claims in both Motor and Fire. The General Account had an important contribution
to net profit, which was driven by a number of exceptional items such as the capital gain on the sale of 25% of AG Insurance
to Fortis Bank and other items related to the transaction with BNP Paribas, the Belgian State and

Fortis Bank.

An explanation on the balance sheet and income statement of Fortis SA/NV can be found on the pages 194 and 195.

Statement of continuity of Fortis SA/NV (relating to art. 95.6 of the Belgium Company Leaw)

Fortis SA/NV suffered for the second time in a row a loss. However, the Board of Directors is of the opinion that Fortis
SA/NV has sufficients funds and capital to continue its activities.

Amendments to the Articles of Association of Fortis SA/NV

Fortis SA/NV had end 2008 carried forward losses of EUR 22,507 million. These losses resuited from an impairment of the
participating interests of Fortis SA/NV. As a consequence, the company’s net assets fell below the sum of the subscribed
capital and the non distributable reserves, prohibiting the payment of any dividend. Moreover, as the par value of the

Fortis SA/NV share was fixed at EUR 4.284, i.e. substantially higher than the market value of the Fortis share at that time, the
Board of Directors of Fortis SA/NV was barred from using the authorised capital pursuant to article 606 2° of the Belgian
Companies’ Code, which prohibits the use of authorised capital for issuing shares at a value below their par value.

In order to restore Fortis SA/NV' capacity to pay dividends in the future and to re-allow the Board to make use of the
authorised capital, it was proposed to reduce the par value of the Fortis SA/NV shares to EUR 0.42 to the General meeting
of shareholders of 28 April 2009. The shareholders of Fortis SA/NV voted in favour of reducing the par value of the shares.

Due to the reduction of the par value the share capital and share premium reserve of Fortis SA/NV were reduced by
respectively EUR 9,724 million and EUR 9,240 million.

Hold harmless commitments for certain former directors and executives

In 2008, the Fortis parent companies granted to some former executives and directors at the time of their departure a
contractual hold harmless protection covering legal expenses and, in some cases, also the financial consequences of any
judicial decisions in the event that legal proceedings were brought against such persons on the basis of their mandates
exercised in the company.

In respect of some of these persons, Fortis is contesting the validity of the contractual hold harmless commitments to the
extent they relate to the financial consequences of any judicial decisions, based, inter alia, on the violation of article 523 of
the Belgian Company Code and/or because the internal decision making process was not complied with.
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Directors & Officers liability insurance and hold harmless commitments for current and future directors
and officers

During each of the years 2007 and 2008 the former Fortis group entered into a Directors & Officers (D&QO) policy for a total
amount of EUR 225 million. After the events of 3 October 2008 the insurers have declared this D&O policy in 'run-offt,
meaning that the policy did no longer cover new events occurring after that date. This affected the position of the members
of both the new Board and the existing Board.

As it appeared that no insurer was willing to provide Fortis with a new D&O policy at that time, the Fortis Board in its meeting
of 11 January 2009 decided that Fortis SA/NV would provide a hold harmless commitment for the future directors (and
Messrs. De Boeck and Cheung who were appointed in December 2008). For Messrs. De Boeck and Cheung this decision
was taken in accordance with art. 523 of the Belgian Code of Companies.

Extract of the minutes of the Board meeting of 11 January 2009:

"With a view to ensuring (j) that the candidate Directors proposed for appointment at the upcoming Shareholders’ Meetings
of 11 and 13 February 2009 accept their mandate and (i) that the Directors appointed at the Shareholders’ Meetings of

1 and 2 December 2008 remain in function, the Chairman explained that the Company should consider granting an
undertaking to its Directors that the Company will hold them harmless for any legal costs or damages resulting from legal
proceedings initiated against them for actions taken in their capacity as Directors.

In the situation Fortis SA/NV is currently facing where there is uncertainty on the strategy going forward and the future
structure of the Fortis group, no insurer is willing to provide D&O coverage. The need for such an indemnification
commitment derives from this lack of protection of the Directors.’

In accordance with art. 523 of the Belgian Code of Companies, Messrs. De Boeck and Cheung informed the Board that they
have a conflicting personal interest in the topic discussed, as they would benefit from the same hold harmless commitment
of the Company as will be proposed for the new directors incoming after 13 February 2009. Messrs. De Boeck and Cheung
requested the Company Secretary to duly inform the Company’s external auditors of this conflicting interest in the 2009

annual report.

Mr. De Boeck and Mr. Cheung did not participate in the deliberation and vote on the resolution of the Board in connection
with this item of the agenda.

Mr. Pottier (Linklaters) then presented a solution for the cover for new Board members (including Messrs. De Boeck and
Cheung) as from 11 February 2009 (or the date on which new Board members are appointed). Under Belgian law, it is
possible that the company, acting through its Board, holds the Directors harmless for costs and damages relating to
Directors’ liabilities provided this does not cover costs or damages related to the liability claim brought on behalf of the
company (the so-called actio mandati). Linklaters then presented to the Board proposed language for a hold harmiess
commitment by the company that provides protection for any action initiated by third parties. On this basis the Board, after
extensive discussion (Messrs. De Boeck and Cheung not participating in the deliberation or vote), decided that language
along the following lines will be included in the assignment contracts of the new Board members (including Messrs. De
Boeck and Cheung).

' The Company hereby irrevocably and unconditionally undertakes to indemnify and hold harmiess the members of the
Board of Directors, to the fullest extent permitted by law, and for a maximum amount of EUR 225m, against all actions,
proceedings and claims brought against them by any third party whatsoever (including for the avoidance of doubt a
shareholder acting for his own account), and all liability, loss, cost, expense (including reasonable legal expenses) or damage
whatsoever relating thereto where the action, proceeding or claim in any way relates to or concerns or is connected with
acts or omissions in the performance of their tasks as of [the date of appointment of the new directors] (i) as member of the
board of directors or (i) in any other function they fulfil at the request of the Company.’
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The present undertaking does not apply to:

e criminal sanctions (including settlements relating to such sanctions) incurred by any member of the Board of Directors;
for the avoidance of doubt, this undertaking covers, however, the legal fees related to and the civil consequences of such
criminal sanction;

e any liability, loss, cost, expense (including legal expenses) or damage whatsoever resulting from a fraud (“bedrog / dol”)
or wifful misconduct (“opzettelijke fout / faute intentionnelle”) committed by any member of the Board of Directors;

e any liability, loss, cost, expense (including legal expenses) or damage whatsoever actually covered by insurance.

In the event an action, proceeding or claim is brought against any member of the Board of Directors by a qualified minority of
shareholders (representing 1% of the votes or shares with a total par value of EUR 1,250,000) in their own name but on
behalf of the company, the company shall advance the reasonable legal costs incurred by such member of the Board of
Directors for his/her defense (the ‘Legal Costs’). However, should the liability of such member of the Board of Directors vis-
avis the company be admitted by a final Court decision, such member of the Board of Directors shall immediately reimburse
the Legal Costs to the company’.

The Board (excluding Messrs. De Boeck and Cheung) believes that this decision is in the corporate interest of the company
as it is the only manner to attract new Directors on the Board of Fortis SA/NV — which would be possible only by providing
them the comfort that there will be a fair liability coverage — and to retain the Directors appointed in December 2008. Without
D&O coverage, the Directors have indeed no protection against liability. As set out by the Chairman, no insurer is willing to
provide D&O coverage to the Company in the current situation. The indemnification commitment derives from this lack of
protection of the Directors and would provide the level of comfort that any Director may expect in performing his/her
directorship.

The Board further acknowledged that there should be no financial consequences for the company arising from this indemnity
other than those resulting from any payment made by the company there under."

in the next Board meeting of 14 January 2009 it was decided that a similar hold harmless commitment would be provided
by the Dutch company Fortis N.V. for a maximum amount of 100 million Euro, and that this limit of 100 million Euro would
also apply to the hold harmless undertaking approved by the Board of Fortis SA/NV. This meant that a global cover of 200
miltion Euro was approved: 100 million by Fortis SA/NV and 100 million by Fortis N.V. However, the hold harmless
commitment by Fortis N.V. was only possible by means of a change to the articles of association of Fortis N.V. , which was
rejected by its shareholders in the meeting of 29 April 2009. This reduced the hold harmless to 100 million Euro (oy Fortis
SA/NV), which in the meantime has been extended to also cover the members of the Executive Committee (within the same
global limit).

In the meantime the situation on the D&O market has changed which enabled Fortis to obtain again D&O insurance cover for
its directors and officers. The amount of D&O cover is currently EUR100 million.

Dividend

Fortis’ Board of Directors proposes a gross dividend of 8 Eurocent per share subject to approval by the shareholders at the
Annual Shareholders’ meetings of 28 and 29 April 2010. This equals a payout ratio of 41% of insurance profits, in line with
the announced dividend policy end of September 2009,

The number of outstanding Fortis shares carrying voting rights and entitled to a dividend was 2,351,661,425, at the end of
2009, unchanged from the previous year.

Fortis Board of Directors

On 11 and 13 February 2009, the shareholders' meetings of Fortis SA/NV and Fortis N.V. respectively approved the
appointment of Jozef De Mey, Georges Ugeux and Jan Zegering Hadders as non-executive board members until the end of
the Annual General Meetings of Shareholders in 2011. The Board of Directors elected Jozef De Mey as its Chairman on

13 February. Georges Ugeux resigned on the effective date of his appointment, i.e. 13 February.



All incumbent members of the Board of Directors, with the exception of Karel De Boeck, stepped down effective on

13 February 2009: Jan-Michiel Hessels, Philippe Bodson, Richard Delbridge, Clara Furse, Reiner Hagemann, Jacques
Manardo, Alois Michielsen, Ronald Sandler, Rana Talwar and Klaas Westdijk. Louis Cheung had resigned as non-executive
director on 1 February 2009.

On 28 and 29 April 2009, the shareholders' meetings of Fortis SA/NV and Fortis N.V. respectively approved the appointment
of Frank Arts, Guy de Selliers de Moranville, Roel Nieuwdorp, Lionel Perl and Shaoliang Jin as non-executive board
members until the end of the Annual General Meetings of Shareholders of 2011. Guy de Selliers de Moranville was elected
Vice-Chairman by the Board of Directors on 8 May 2009.

Effective 1 July 2009 Karel De Boeck stepped down as CEO and executive director.

On 1 July 2009, Bart De Smet was co-opted by the Board of Directors of Fortis SA/NV as an executive member. Since ())
Bart De Smet was at that time however not yet appointed as member of the Board of Directors of Fortis N.V., (i) article 13 ¢)
of the Articles of Association of Fortis SA/NV provides that any appointment as member of the Board of Directors of Fortis
SA/NV only takes effect until such member has been appointed a member of the Board of Directors of Fortis N.V. and (i) the
shareholders of Fortis N.V. approved the appointment of Bart De Smet as executive member of the Board of Directors of
Fortis N.V. on 18 September 2009, the appointment of Bart De Smet as executive member of the Board of Directors of
Fortis SA/NV only became effective from 18 September 2009. In order to cover the period between 1 July and 18
September 2009, the Board of Directors granted Bart De Smet a proxy as acting CEO of Fortis. A proposal to confirm the
co-optation as an executive member of the Board of Directors of Fortis SA/NV for a period of three years will be submitted to
the next General Meeting of Shareholders of Fortis SA/NV.

The Audit Committee is composed of Jan Zegering Hadders, Lionel Perl, Frank Arts and Shaoliang Jin. Sufficient experience
and skills with regard to audit and accounting are available among the members of the audit committee based upon their
past and current positions.

Remuneration of Directors

Total remuneration paid to non-executive directors both at the level of the parent companies and at the level of its
subsidiaries in 2009 was EUR 0.43 million. Total remuneration paid to non-executive members of the Board of Directors as
directors of Fortis amounted to EUR 1.8 million in 2008. Compensation of the CEO relates solely to his position as CEO. The
remuneration paid to the CEO in 2009 amounted to EUR 250,000. In 2009, CEO Bart De Smet was granted Fortis restricted
shares as part of his remuneration package.

Further details on the remuneration paid to individual Directors are included in note 11 of the Fortis Consolidated Financial
Statements.

Consolidated information related to the implementation of the EU Takeover Directive and the Fortis

Annual Report

For legal purposes, the Board of Directors hereby declares that the Fortis Annual Report 2009 has been prepared in

accordance with the statutory rules implementing the EU Takeover Directive that came into force in the Netherlands on

31 December 2006 and in Belgium on 1 January 2008. The Board hereby gives the following explanations concerning the

respective elements to be addressed under the new rules:

¢ A comprehensive overview of the prevailing capital structure can be found in notes 4 and 30 of the
Fortis Consolidated Financial Statements 2009.

¢ Restrictions on the transfer of shares extend only to preference shares (if issued) and the securities described in note 30
of the Fortis Consolidated Financial Statements 2009.

e Fortis lists under the heading 'Shareholder Information’ in the Fortis Annual Review 2009 any major shareholdings of third
parties that exceed the threshold laid down by law in Belgium and the Netherlands and by the Articles of Association of
Fortis SA/NV.

¢ No special rights are attached to issued shares other than those mentioned in notes 4 and 30 of the
Fortis Consolidated Financial Statements 2009.
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e Share option and share purchase plans, if any, are outlined in note 10 of the Fortis Consolidated Financial Statements
2009. The Board of Directors decides on the issuance of shares and options, as applicable, subject to local legal
constraints.

» Except for the information provided in notes 4, 13 and 30 of the Fortis Consolidated Financial Statements 2009, Fortis is
unaware of any agreement among shareholders that may restrict either the transfer of shares or the exercise of voting
rights.

e Board members are elected or removed by a majority of votes cast at the General Meetings of both Fortis SA/NV and
Fortis N.V. Any amendment to the Articles of Association requires the General Meetings to pass a resolution to that
effect. If fewer than 50% of the shareholders are represented, a second meeting must be convened which will be able to
adopt the resolution with 75% of the votes regardless of the quorum. For amendments to the Articles of Association
related to the twinned share principle, the General Meetings of both Fortis SA/NV and Fortis N.V. must comply with the
guorum and majority requirements laid down in those articles.

o The Fortis Board is entitled both to issue and to buy back shares, in accordance with authorisations granted by the
General Meetings of Fortis SA/NV and Fortis N.V. The present authorisations will expire on 28 October 2010 as far as
Fortis SA/NV is concerned and on 18 March 2011 for Fortis N.V.

o Neither Fortis SA/NV nor Fortis N.V. is a party to any major agreement that would either become effective, be amended
and/or be terminated due to any change of control over the company as a result of a public takeover bid.

o Neither Fortis SA/NV nor Fortis N.V. has entered into an agreement with its Board members or employees, which would
allow the disbursement of special severance pay in the case of termination of employment as a result of a public
takeover bid.

Fortis shareholders are under an obligation to meet certain notification requirements when their participation exceeds or
drops below certain thresholds, as prescribed by Belgian and Dutch law and by the articles of association of Fortis SA/NV.
For Fortis SA/NV, shareholders are to notify the Company as well as the Belgian Banking, Finance and Insurance
Commission when their participation exceeds or drops below the thresholds of 3% or 5% of the voting rights or any multiple
of 5%. For Fortis N.V., shareholders at least have to notify the Dutch Authority for the Financial Markets (which will inform the
Company) when their participation (shares or voting rights) exceeds or drops below one of the following thresholds: 5%,
10%, 15%, 20%, 25%, 30%, 40%, 50%, 60%, 75% and 95%. Fortis publishes such information on its website.

Outlook

2010 will be another important year for Fortis. We must maintain business momentum and meet the expectations of our
customers, while simultaneously managing our legacy issues. Any decisions taken will always be in the interests of the long
term future of our company.

Although the markets are beginning to show modest signs of recovery, we are under no illusion, this will be a challenging
year. We are nevertheless determined to reinforce the fortunes and reputation of Fortis.

Brussels/Utrecht, 9@ March 2010

Board of Directors
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General information

1. Foreword
Most of the ‘General information’ is included in the Report of the Board of Directors of Fortis SA/NV and Fortis N.V. This
section of general information contains solely information on Fortis SA/NV that has not been provided elsewhere.

2. Identification

The company is a public limited company bearing the name ‘Fortis SA/NV'. Its registered office is at Rue Royale 20,
1000 Brussels. This office may be transferred to anywhere else in Belgium by resolution of the Board of Directors. The
company is registered in the Brussels register of legal entities under no. 0451.406.524.

3. Incorporation and publication
The company was incorporated on 6th November 1993 under the name of ‘Fortis Capital Holding'.

4, Places where the public can verify company documents
The Articles of Association of Fortis SA/NV can be verified at the Registry of the Commercial Court at Brussels and at the
company’s registered office.

The financial statements are filed with the National Bank of Belgium. Decisions on the appointment and withdrawal of Board
members of the companies are published, amongst others in the annexes to the Belgian Law Gazette. Financial reports on
the companies and notices convening General Meetings are published in the financial press, newspapers and periodicals.
The financial statements of the company are available at the registered office and are also filed with the National Bank of
Belgium. They are sent each year to registered shareholders and to others on request.

5. Amounts
All amounts stated in tables of these financial statements are denominated in millions of euros, unless otherwise indicated.
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Balance sheet before profit appropriation

Assets

FIXED ASSETS

Incorporation expenses

Intangible fixed assets

Tangible fixed assets

Financial fixed assets

Affiliated companies

- Participating interests

CURRENT ASSETS

Amounts receivable after more than one year
Stocks and contracts in progress
Amounts receivable within one year
- Trade accounts receivable

- Other amounts receivable

Short-term investments

- Own shares

Liquid assets

Prepayments and accrued income

Total assets

31 December 2009

31 December 2008

4,092

4,092
4,092
4,092

82

43

41

13
13

26

4174

4,092

4,092
4,092
4,092

63

28

27

15
15

20

4,155
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Liabilities

Shareholders’ equity

Capital

- Subscribed capital

Share premium reserve

Capital gains due to revaluations

Reserves

- Legal reserve

- Reserves not available for distribution
- For own shares
- Other

- Tax-free reserves

- Reserves available for distribution

Profit carried forward

Provisions and deferred taxes

Provisions for risks and charges

- Pensions and similar commitments

- Taxes

- Major renovation and maintenance projects
- Other risks and charges

Deferred taxes

Amounts payable

Amounts payable after more than one year

Amounts payable within one year
- Current portion of amounts payable after more than one year
- Financial debts
- Commercial debts
- Suppliers
Advance payments received on account of contracts in progress
Amounts payable in respect of taxes, remuneration and social charges
- Taxes
- Remuneration and social charges

Other amounts payable

Accruals and deferred income

Total liabilities

31 December 2009

31 December 2008

3,909
1,057
1,067

3,045

13

556

2,476
(193)

265

226

37

4,174

4,103
10,781
10,781

9,240

6,589
660
571

15

556

5,358
(22,507)

52

51

46

4,155



Income statement

Operating income

Turnover :

- Increase (+) or decrease (-) in stocks of work and contracts in progress and of finished goods

- Own construction capitalised

- Other operating income

Operating expenses

- Goods for resale, raw and ancillary materials
- Purchases
- Increase (-}, decrease (+) in stocks

- Services and miscellaneous goods

- Remuneration, social charges and pensions
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2009 2008

194 20

- Depreciation and amounts written down on formation expenses and intangible and tangible fixed assets 13

- Increase (+), decrease (-) in amounts written down on stocks, contracts in progress and trade

accounts receivable
- Increase (+), decrease (-) in provisions for risks and charges
- Other operating expenses

- Operating expenses capitalised as restructuring costs

Operating loss

Financial income
- Income from financial fixed assets
- Income from current assets

- Other financial income

Financial charges

- Interest in respect of amounts payable

- Increase (+), decrease (-) in amounts written down on current
assets other than stocks, contracts in progress and trade

- Other financial charges

Profit on ordinary activities, before taxes

181

(193) (20)

1,183

1,180

(47)

46
(193) 1,116
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2009 2008

Extraordinary income

Extraordinary charges 25,163

Profit for the financial year before taxes (193) (24,047

Tax on profits

Taxes

Adjustment of taxes and write-back of tax provisions

Profit for the financial year (193) (24,047

Transfer from tax-exempt reserves

Transfer to tax-exempt reserves

Profit for the financial year available for appropriation (193) (24.047 )

2009 2008

Appropriation of profit

Profit to be appropriated (22,699) (24.047)
Profit for the financial year available for appropriation (193) (24,047)
Profit carried forward from the previous financial year (22,508) 1,541
Transfers from shareholders’ equity 24,982
From the capital and share premium reserves 18,964
From the reserves 6,018
Transfer to shareholders’ equity 2476

To the capital and share premium reserve
To the legal reserve

To the other reserves 2,476

Result to be carried forward {193) {22.506)

Shareholders’ conlribution in respect of losses

Profit to be distributed

Dividends

Directors’ entitlements

Other allocations



Notes

Statement of incorporation expenses
Net book value as at the end of the preceding financial year

Change during the financial year:
- New expenses incurred
- Depreciation

- Other
Net book value as at the end of the financial year, comprising:
- Incorporation expenses and capital increase expenses,

- Loan issuance expenses and other formation expenses

- Restructuring costs

Status of financial fixed assets

Affiliated companies - Participating interests, equity securities

Acquisition value as at the end of the preceding financial year

Changes during the financial year:

- Acquisitions

- Disposals and asset retirements

- Reclassification

Acquisition value as at the end of the financial year

Capital gains

Depreciation and amounts written off

Uncalled amounts

Net book value at the end of the financial year

Receivables from related parties

Net book value at the end of the preceding financial year

Change during the financial year

Receivables at the end of the financial year

Accumulated amounts written off

Fortis Finag

cial Statements 2009 / Fortis SA/N

2009 2008
13

13

2009 2008
29,255 28,005
1,250

4,092 29,255
25,163 25,163
4,092 4,092
43 28
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Participating interests and entitlements in other companies

The following list comprises the companies in which Fortis SA/NV holds a participating interest, as well as the other
companies in which Fortis SA/NV holds entitlements representing at least 10% of the capital issued.

Name, full address of the REGISTERED OFFICE
In case of a company governed

by Belgian law, the V.A.T. or NATIONAL NUMBER

Entitlements held by Information derived from the latest available financial statements
The company Financial
statements Currency Shareholders Net
(directly) subsidiaries as at code equity Resullt
(+)or(-)
Number % % (in millions of monetary units)
Fortis Brussels SA/NV 31/12/2008 EUR 4,609 (31,994)
Rue Royale, 20
1000 Brussels, BELGIUM
BE 0476.301.276
Ordinary shares 810,551,285 50.00
Fortis Utrecht N.V. 31/12/2008 EUR 4,176 (1,055)

Archimedeslaan 6
3584 BA Utrecht, NEDERLAND

Ordinary shares 500,000,001 50.00



Specification of equity and structure of the shareholder group

Equity
Subscribed capital
- At previous year end

- Atyearend

Changes during the financial year

- Write down

Capital represented by
Types of shares

- Ordinary shares

- Registered shares
- Bearer shares

Unpaid capital

Own shares held by:
- The company itself
- Amounts
- Number of shares
- Its subsidiaries
- Amounts
- Number of shares

Commitments to issue shares
- In connection with conversion rights
- Amount of outstanding convertible notes
- Amount of capital to be subscribed
- Maximum number of shares to be issued
- In connection with subscription rights
- Number of outstanding subscription rights
- Amount of capital to be subscribed

- Maximum number of shares to be issued

Capital authorised but not subscribed

Shares issued not representing capital

Structure of the shareholder group of the company as at the closing date of the financial year,
as shown by the notices received by the company

As far as known by Fortis SA/NV, the structure of the company’s stable shareholders
at 31 December 2009, was as follows:

Fortis Bank

Ping An Life Insurance Company of China, Ltd

Black Rock Inc

On 31 December, the members of the Board of Directors of Fortis SA/NV jointly held
198,676 shares, 177,099 options, and 13,150 restricted shares.

Fortis Financial Statements 2009 / Fortis SA/NV |

2009 2008
10,781
1,056
Amounts Number of shares
(9,724)

1,056 2,516,657,248
XXXXXXXXXX 154,161,705
XXXXXXXXXX 2,362,495,543

13
493,458
35,893
30,232,060
13
30,232,060
2,022
Number of shares %
125,313,283 4.98
120,996,265 4.81
85,221,130 3.39
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Status of liabilities

Amounts payable originally due after more than one year,

according to their remaining term to maturity
Guaranteed amounts payable
Amounts payable in respect of taxes, remuneration and social charges
Taxes
- Taxes due
- Taxes not yet due
- Estimated taxes payable
Remuneration and social charges
- Amounts due to the National Social Security Office

- Other amounts payable in respect of remuneration and social charges

Transitory accounts

- Cost of shareholders meetings

Financial results

Other financial income

Amounts written down on loan issuance costs and from risks

Capitalised interest

Amount written down on current assets

Other financial charges

Provisions of a financial nature

Breakdown of other financial charges

- Expenses related to own funds

- Other expenses in respect of own funds

2008 2008
1

2009 2008
46
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2009 2008

Income taxes and other taxes

Income taxes

Taxes on the result for the financial year

- Income taxes due or paid

- Surplus on prepaid taxes or activated withholding tax

- Estimated additionai charges for income taxes
Taxes on the result for previous years
- Additional charges for income taxes due or paid

- Estimated additional charges for income taxes or provisioned

Main sources of differences between the profit before taxes,

as stated in the financial statements, and the estimated taxable profit
Dividends of subsidiaries, of which 95% not taxable 1,180
Impact of the extraordinary results on the level of taxation on the result for the financial year
Sources of deferred taxes
- Deferred tax assets 243 45

- Loss carried forward, deductible from future taxable profits 193 45

- Other deferred tax assets 50

2009 2008

Taxes on value added and taxes to the debit of third parties
Amount of value added tax charged during the financial year:
Amounts withheld to the debit of third parties in the form of:

- Advance levy withheld from wage, salaries and benefits

- Withholding tax 61 61

2009 2008

Rights and commitments not reflected in the balance sheet

Personal security provided or irrevocably pledged by the company by way of surety
For amounts payable by or commitments of third parties, of which

- Qutstanding bills of exchange endorsed by the company

- Bills drawn or guaranteed by the company

- Maximum amount for which other debts or commitments of third parties are

guaranteed by the company
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Contingent liabilities

Like any other financial institution, Fortis is involved as a defendant in various claims, disputes and legal proceedings arising
in the ordinary course of its business, which since the divestment of its banking activities in October 2008 is limited to
insurance activities.

In addition, as a result of the events and developments occurred between May 2007 and October 2008 (capital increase and
acquisition of parts of ABN AMRO in October 2007, announcement of the accelerated solvency plan in June 2008,
divestment of banking activities and Dutch insurance activities in September/October 2008), Fortis is involved or may stil
become involved in a number of legal proceedings as well as administrative and criminal investigations in Belgium, the
Netherlands and the USA, some of which could result in substantial but currently unguantifiable future liabilities for Fortis.

While some ongoing legal proceedings and investigations do not trigger any immediate risk of (material) monetary
consequences for Fortis, it cannot be ruled out that they could lead to such negative impact at a later stage. This is the case
for (i) the investigations conducted by court-appointed experts in Belgium and the Netherlands to report on the
September/October transactions (for the Belgian experts) and on the financing of the offer on ABN AMRO, the public
statements from Fortis since the offer on ABN AMRO and on the September/October transactions (for the Dutch experts)
and (i) investigations conducted by supervisory authorities in the Netherlands (Authority for the Financial Markets - AFM) and
Belgium (Banking, Finance and Insurance Commission - BFIC), as well as the criminal investigation conducted in Belgium.

On & February 2010, the AFM has levied a fine on Fortis SA/NV and Fortis N.V. of EUR 576,000 for breaches of the Dutch
Securities Act ("Wet op het financieel toezicht’). The AFM alleges that on 5 June 2008 certain statements would have been
incorrect or misleading in respect of the solvency situation of Fortis and that on 14 June 2008 Fortis should have made
public that the required EC remedies would imply that the financial objectives for 2008 and later could not be achieved
without additional measures. This might imply that, for the period of 5 to 25 June 2008, investors may allege to have traded
on not fully correct information. Fortis challenges any allegations of wrongdoing and has appealed the decision of the AFM.

Any negative findings of these ongoing investigations may lead to new proceedings against Fortis, including claims for
compensatory damages being initiated against Fortis at a later stage. This may in particular be the case for the findings by
the AFM which, subject to successful appeal by Fortis, have led the AFM to impose a fine as described above.
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Ongoing lawsuits brought against Fortis in Belgium, the Netherlands and the US expose Fortis to the risk of court decisions
to pay monetary damages to compensate the shareholders for some of their losses suffered since September 2007:

e Various proceedings have been initiated by individual shareholders and shareholder organizations in Belgium and the
Netherlands demanding (i) the annulment of decisions taken by the Fortis Board in September/October 2008 or
alternative compensatory damages and/or (i) the payment of monetary damages based on alleged miscommunication
and/or market abuse committed by Fortis over the period between May 2007 and October 2008. Such proceedings
include:

- proceedings initiated before the Brussels Commercial Court by a number of individuals represented by
Mr. Modrikamen; the request for provisional measures against Fortis has been dismissed on 8 December 2009 and
Mr. Modrikamen has announced that he would now pursue the procedure on the merits

- proceedings initiated by a number of individuals gathered around Deminor International, which are pending before the
Brussels Commercial court

- proceedings initiated before the Amsterdam District Court by the VEB and Deminor as well as proceedings initiated
by a number of individuals represented by Mr. De Gier; these proceedings are still pending; and

- proceedings before the Utrecht District Court initiated by a number of individuals represented by Mr. Bos, which are
also still pending. In this context, some former directors and top executives of Fortis have requested the court to
acknowledge the alleged obligation of Fortis, under termination agreements entered into in 2008 and/or rules of
Dutch civil law, to hold such persons harmless against damages resulting from or relating to the legal proceedings
initiated against them and which would originate from their functions within the Fortis group. Fortis is contesting the
validity of the mentioned statutory and contractual hold harmless commitments.

e Aclass action has been filed in the US District Court of the Southern District of New York to demand damages based on
alleged securities fraud committed in the period between 17 September 2007 and 14 October 2008. This action has
been dismissed on 19 February 2010 on the basis of lack of jurisdiction, and is subject to appeal.

Should any of these proceedings result in the annulment of (part of) the decisions taken by the Fortis Board and of the
resulting agreements (which is highly unlikely, amongst others taking into account that Mr Modrikamen has announced that
he would drop such claim and that Deminor has not formulated such a claim), this would have consequences on the
financial position of Fortis that are unguantifiable at this stage. In the event that any court decisions were to order Fortis to
pay monetary damages, this could have a severe negative impact on its financial position.

In respect of legal proceedings initiated against Fortis and Fortfinlux by investors in relation with the FRESH instrument
issued in 2002, Fortis remains convinced, after consultation with its legal advisors, that its legal position is sound and is not
likely to be successfully challenged in court.

In respect of all legal proceedings and investigations of which management is aware, Fortis will make provisions for such
matters if and when, in the opinion of management, who consult with legal advisors, it is probable that a payment will have
to be made by Fortis and the amount can be reasonably estimated.

Without prejudice to any specific comments made above, given the various stages and continuously evolving nature as well
as inherent uncertainties and complexity of the current proceedings and investigations, management is not in a position to
determine whether any claims or actions brought against Fortis in connection with these proceedings and investigations are
without merit or can be successfully defended or whether the outcome of these actions or claims may or may not result in a
significant loss in the Fortis Consolidated Financial Statements.

In 2008, the Fortis parent companies granted to some former executives and directors at the time of their departure a
contractual hold harmless protection covering legal expenses and, in some cases, also the financial conseguences of any
judicial decisions in the event that legal proceedings were brought against such persons on the basis of their mandates
exercised in the company. In respect of some of these persons, Fortis is contesting the validity of the contractual hold
harmless commitments to the extent they relate to the financial consequences of any judicial decisions.
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Contingent liabilities for hybrid instruments of former subsidiaries

Fortis’ former operating entities issued a number of hybrid instruments that create a contingent liability for Fortis N.V. and
Fortis SA/NV, because these former parent companies acted as guarantor, co-obligor or provided support agreements. The
following chapters describe the contingent liabilities linked to these instruments.

1. CASHES

CASHES (Convertible And Subordinated Hybrid Equity-linked Securities) is a EUR 3 billion instrument issued by Fortis Bank
nv-sa, with Fortis SA/NV and Fortis N.V. acting as co-obligors. According to the terms and conditions of this instrument it will
only be reimbursed by Fortis Bank by means of an exchange against already issued Fortis shares, owned by Fortis Bank (the
reported number of outstanding Fortis shares as at 31 December 2009 already includes the 125,313,283 Fortis shares
issued for the purpose of such exchange). Pending the exchange of the CASHES against Fortis shares, these Fortis shares
do not have any dividend rights or voting rights.

The principal amount of the CASHES will not be repaid in cash. The sole recourse of the holders of the CASHES against any
of the co-obligors with respect to the principal amount are the 125,313,283 Fortis shares that Fortis Bank pledged in favour
of such holders.

The CASHES have no maturity date, but may be exchanged for Fortis shares at a price of EUR 23.94 per share at the
discretion of the holders. From 19 December 2014, the CASHES will be automatically converted into Fortis shares if the
price of the Fortis share is equal to or higher than EUR 35.91 on twenty consecutive stock exchange business days.
Coupons on the securities, in principle payable by Fortis Bank, are payable quarterly, in arrears, at a variable rate of 3 month
Euribor + 2.0%.

In the event that dividends are not paid on the Fortis shares, or that the dividends to be declared are below a threshold with
respect to any financial year (dividend yield less than 0.5%), and in certain other circumstances, coupons will mandatorily
need to be settled by Fortis SA/NV and Fortis N.V. in accordance with the so called Alternative Coupon Settlement Method
(ACSM), while Fortis Bank would need to issue instruments that qualify as hybrid Tier 1 instruments to Fortis as
compensation for the coupons so paid by Fortis SA/NV and Fortis N.V. If the ACSM is triggered and there is insufficient
available authorised capital to enable Fortis SA/NV and Fortis N.V. to meet the ACSM obligation, the coupon settlement will
be postponed until such time as the ability to issue shares is restored.

Fortis’ announcement on 15 March 2009 that it would not declare a dividend for the 2008 financial year would have
triggered the ACSM. However, on 27 May 2009 Fortis announced its intention to resume the payment of a dividend for the
2009 financial year in 2010, whereby the dividend will be equal to or in excess of the above stated threshold dividend yield of
0.5%. As a result the coupons due during 2009 were paid in cash instead of through the ACSM.
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2. MCS

On 7 December 2007, Fortis Bank Nederland, with Fortis Bank nv-sa, Fortis SA/NV and Fortis N.V. acting as co-obligors,
issued mandatory convertible securities (MCS) for a total principal amount of EUR 2 billion. A breach of minimum solvency
levels at Fortis Bank Nederland would lead to accelerated conversion using an ACSM for unpaid coupons.

Coupon payments on the MCS are paid by Fortis Bank Nederland; coupon payments are at the discretion of the issuers if
Fortis has not declared or paid a dividend in the 12 months prior to the coupon date. Although this situation applied at the
semi annual coupon dates in 2009, Fortis Bank Nederland continued to pay the coupons.

The MCS will be converted mandatorily on 7 December 2010 into Fortis shares the exact number of which will depend on
the then prevailing share price, with a minimum of 88,928,413 and a maximum of 106,723,586 Fortis shares (the reported
number of outstanding Fortis shares as at 31 December 2009 does not yet include these shares). According to agreements
entered into between the parties, Fortis Bank Nederland N.V. should compensate Fortis by issuing new shares to Fortis
SA/NV and Fortis N.V. at conversion; this compensation is disputed by the Dutch State, after it took over control of Fortis
Bank Nederland N.V.

At conversion of the MCS, Fortis will record a EUR 2 billion increase of its equity against a EUR 2 billion receivable for new
Fortis Bank Nederland N.V. shares to be received from Fortis Bank Nederland N.V. In the event that the Dutch State
successfully disputes this claim, Fortis SA/NV and Fortis N.V. will need to record an impairment on this receivable, subject to
the level of compensation that will be agreed upon.

3. Fortis Capital Company

Fortis Capital Company Limited (FCC) issued EUR 450 million of non-cumulative, non-voting, perpetual preference shares in
1999, with a Support Agreement granted by Fortis Bank, Fortis SA/NV and Fortis N.V. Fortis Capital Company announced
on 26 March 2009 that it would not call the instruments In June 2009. Given the non-call and in accordance with the
support agreement, holders of these preference shares had a one-time right to exchange their preference shares for Fortis
ordinary shares, and Fortis in turn could redeem the preference shares in cash instead of issuing the required shares.

Preference shareholders representing EUR 362 million of principal amount to exchange their preference shares, and Fortis
elected to pay the redemption of these preference shares in cash. Since Fortis Bank Nederiand (the entity to which Fortis
Capital Company on-lent the proceeds) is no longer part of Fortis, Fortis believes it is entitled to compensation for this
redemption. On 24 August 2009, Fortis initiated legal proceedings on the merits of the case before the Amsterdam
Commercial Court against Fortis Capital Company Limited, Fortis Bank Nederland and the Dutch State to claim full
compensation for the EUR 362 million cash redemption. Fortis claim is included under reinsurance and other receivables.
Due to the fact that the claim is contested by the counterparty, the amount is fully impaired as shown in Note 45 Change in
impairments.

Investors in the remaining EUR 88 million of preference shares no longer have any stock settliement rights against
Fortis SA/NV and Fortis N.V.

Under the terms of the Support Agreement, Fortis is still required to support the annual dividend (3-month Euribor + 2.60%)
on the remaining EUR 88 million of preference shares in the event that any of the supporting companies (Fortis SA/NV,

Fortis N.V. or Fortis Bank) pays a dividend while Fortis Bank Nederland for solvency reasons is unable to pay the dividend on
its preference shares.
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4, Fortis Bank Tier 1 debt securities 2001

Fortis Bank nv-sa issued EUR 1,000 million of redeemable perpetual cumulative coupon debt securities in 2001, which
benefit from a support agreement entered into by Fortis SA/NV and Fortis N.V., at an interest rate of 6.50% until

26 September 2011 and 3 month Euribor + 2.37% thereafter.

Under the parental support agreement if Fortis Bank’s solvency drops below the threshold level or if Fortis Bank so elects,
the coupon will be settled through the issue of ordinary shares by Fortis SA/NV and Fortis N.V, via an ACSM, for which Fortis
Bank would need to compensate Fortis SA/NV and Fortis N.V. by issuing ordinary shares or profit-sharing certificates.

The Support Agreement also gives holders the option, in the event that Fortis Bank does not call the instrument in 2011, to
ask Fortis SA/NV and Fortis N.V. to settle the principal amount of the instrument through the issue of Fortis shares. In turn,
Fortis SAV/NV and Fortis N.V. have the option to settle the principal amount of the securities in cash instead. In both cases,
Fortis would be compensated for this settlement by the receipt of Tier 1 debt securities of Fortis Bank.

. Fortis Bank Tier 1 debt securities 2004

Fortis Bank nv-sa issued EUR 1,000 million perpetual securities in 2004, which benefit from a support agreement entered
into by Fortis SA/NV and Fortis N.V., at an interest rate of 4.625% until 27 October 2014 and 3 month Eurobor + 1.70%
thereafter.

Under the parental support agreement if Fortis Bank’s solvency drops below the threshold level or if Fortis Bank so elects,
the coupon will be settled through the issue of ordinary shares by Fortis SA/NV and Fortis N.V. via an ACSM, for which Fortis
Bank would need to compensate Fortis SA/NV and Fortis N.V by issuing ordinary shares.



Related Parties

Relationships with affiliated companies and companies in which the

company holds participating interests

Affiliated companies
Financial fixed assets

-Participating interests
Amounts receivable
Maximum 1 year

Short-term investments

Amounts payable
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2009 2008
4,092 4,092
4,092 4,092

1
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Personal and collateral security provided or irrevocably pledged by the company

by way of surety for amounts payable by or commitments of affiliated companies

Personal and collateral security provided or irrevocably pledged by affiliated
companies by way of surety for amounts payable by or commitments of the company

Other significant financial commitments

Financial results

- Income from financial fixed assets

- Income from current assets

- Other financial income

- Interest in respect of amounts payable
- Other financial charges

Realisation of fixed assets

Financial relationships with
Managing directors and managers, persons or legal entities who/which control
the company directly or indirectly but who are not affiliated companies or

other companies that are controlled directly or indirectly by these persons

Amounts receivable from these persons or entities
Sureties provided on their behalf
Other significant commitments undertaken on their behalf

Direct and indirect remuneration and pensions charged to the income statement, to the extent that this
disclosure does not exclusively or mainly relate to the situation of a single identifiable person:
- managing directors and managers

- former managing directors and former managers

Fees of the statutory auditors

Fees for exceptional performances or particular assignments within the company
- Other assignments
- Tax advisory assignments

- Assignments other than the statutory audit

Fees for exceptional projects or particular assignments within the company
by persons who are related to the statutory auditors

- Other assignments

- Tax advisory assignments

- Assignments other than the statutory audit

Remarks as required by article 133, paragraph 6 of the Company Law

2009 2008
4,306 7,629
1,180

1,180

2004 200
1

2009 2008

Exception to the rule 1:1: Fortis SA/NV is not bound to the rule 1:1 because the Fortis consortium, to which Fortis SA/NV
belongs, is audited by a common overall audit. In addition, the audit committee of the Fortis consortium follows a systematic

approach for the approval of requests for particular or exceptional audit assignments.
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Summary of valuation principles

Incorporation expenses
Expenses relating to a capital increase or an issue of shares and convertible and non-convertible notes are amortised over a
maximum period of five years.

Financial fixed assets
Financial fixed assets consist only of ownership interests in Fortis companies. They are accounted for at their acquisition
price, excluding acquisition costs.

Amounts receivable and liquid assets
Amounts receivable and liquid assets are accounted for at face value or at acquisition price.

The three items above are reduced in value if, at the balance sheet date, and taking into account the value of any guarantees
attached to each receivable or liquid asset, recovery is uncertain or doubtful.

Short-term investments
Securities are recorded at their acquisition price.

Reductions in value are recorded to the amount of the long-term capital losses incurred. If these reductions in value
subsequently diminish, they will be reversed in the amount of such diminution. Profits on the sale of securities are
determined on the basis of the average acquisition price of the securities.

Conversion of assets and liabilities denominated in foreign currencies

Assets and liabilities denominated in foreign currencies are converted in EUR at the exchange rates at the end of the financial
year. Gains or losses arising from these conversions and exchange rate differences in connection with transactions in the
course of the financial year are taken to the income statement.

Social balance
Fortis SA/NV does not employ any staff as at 31 December 2009.

H
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Additional disclosure on items in the balance sheet and
Income statement

ASSETS

Fixed assets: EUR 4,092 million
As at 31 December 2009, Financial fixed assets concern Fortis Utrecht (EUR 1,777 million) and Fortis Brussels
(EUR 2,314 million).

Amounts receivable within one year: EUR 43 million
This amount relates mainly to taxes Fortis will recover from the Belgian State. These taxes have been paid to the Belgian Tax
Authorities but in the same time claimed back in the frame of the Cobelfret arrest.

Short-term investments: EUR 13 million
This amount relates to Fortis shares that are being held as hedging for the restricted share plans in favour of Executive
Managers and (ex-)members of the Board of Directors of Fortis Brussels.

LIABILITIES and Shareholders’ equity
Shareholders’ equity: EUR 1,057 million

Subscribed share capital

It was decided at the general meeting of shareholders of Fortis SA/NV on 28 april 2009 to restructure the shareholders’
equity in the company. The company's share capital was reduced from EUR 10,781 million to EUR 1,057 million in the first
instance in order to clear the losses carried forward.

Share premium reserve: EUR 0
At the same General Meeting referred to above, it was decided, in the context of the restructuring of shareholders’ equity, to
reduce the ‘share premium reserve’ on the balance sheet from EUR 9,240 million to EUR O.

Unavailable reserves: EUR 569 million

This amount relates on the one hand to Fortis shares that are being held as hedging for the restricted share plans in favour
of Executive Managers and (ex-)members of the Board of Directors of Fortis Brussels EUR 13 million) and on the other hand
unavailable reserves created on the occasion of former legal restructuring of the groups’ structure (EUR 556 million).

Reserves available for distribution: EUR 2,476 million

At the same General Meeting referred to above, it was decided, in the context of the restructuring of shareholders’ equity, to
first reduce the balance sheet item ‘reserves available for distribution’” and later increase it to an amount of

EUR 2,476 million.

Profit/loss carried forward: EUR ( 193) million

After the restructuring of the shareholders’ equity in the company, the loss amounting to EUR 22,507 million carried forward

from the previous financial year was completely cancelled out. The financial year closed with a loss of EUR 193 million, which
can be mostly attributed to the EUR 362 million penalty Fortis SA/NV and Fortis N.V. had to pay; each for equal parts, to the
Dutch State in the Fortis Capital Company Case.

Amounts payable within one year: EUR 265 million

The penalty relating to FCC was paid for 50% by Fortis SA/NV. As a result of this cash transfer, the current account of Fortis
SA/NV became a negative balance which is included under amounts payable.

Other debts amounting to EUR 37 million relate to dividend attributed to shareholders during past years but not paid out yet.
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INCOME STATEMENT

Operating income: EUR 1 million
This item concerns the re-charging of consultancy expenses already paid by Fortis Brussels to Fortis N.V.

Operating expenses: EUR 13 million
Operating expenses can be broken down as follows:

e | awyers, consultants 8,313,282
e Annual meetings 4,463,253
e Directors’ remuneration 275,097

Other operating expenses : EUR 181 million
This relates to the penalty Fortis SA/NV and Fortis NV had to pay; each for equal parts, to the Dutch State in the Fortis
Capital Company Case.

Information on the Consolidated Financial Statements
Together with Fortis N.V. the company is part of the Fortis consortium. The two companies will together publish
Consolidated Financial Statements.

The Fortis Consolidated Financial Statements are available from the group’s two registered offices, at Rue Royale 20,
1000 Brussels (Belgium) and Archimedeslaan 6, 3584 BA Utrecht (the Netherlands).

Appropriation of profit

Fortis SA/NV in Belgium and Fortis N.V. in the Netherlands together form the holding companies of Fortis. The listed shares
of Fortis SA/NV and Fortis N.V. were twinned at the end of 2001 to form a new listed security, the Fortis share. One Fortis
share comprises one ordinary share of Fortis SA/NV and one ordinary share of Fortis N.V. including all the rights attached to
those shares, such as voting rights and dividend rights.

Fortis SA/NV and Fortis N.V. pursue the same dividend policy and shareholders may elect to receive dividend either from
Fortis SA/NV or from Fortis N.V. Shareholders have to state their preferred source of dividend on a ‘dividend election form’
that is not available until after the Annual General Meetings of Fortis SA/NV and Fortis N.V.

Since shareholders cannot elect the source of their dividend payment until after the Annual General Meeting, it is impossible
for Fortis SA/NV to present to this Annual General Meeting financial statements after appropriation of dividend. Because of
this, the Minister has given permission for the company financial statements for 2008 and the years thereafter to be drawn
up before appropriation of profit.

%
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Statutory auditor’s report to the general shareholders’ meeting on the financial
statements of the company Fortis SA/NV as of and for the year ended
31 December 2009

As required by law and the company’s articles of association, we report to you in the context of our appointment as the
company’s statutory auditor. This report includes our opinion on the financial statements and the required additional
disclosures and information.

Unqualified opinion on the financial statements with emphasis of matter paragraph

We have audited the financial statements of Fortis SA/NV as of and for the year ended 31 December 2009, prepared in
accordance with the financial reporting framework applicable in Belgium, and which show a balance-sheet total of
EUR 4,174 milion and a result for the year of EUR (193) million.

The company's board of directors is responsible for the preparation of the financial statements. This responsibility includes:
designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with the legal requirements applicable in Belgium and with Belgian auditing standards, as issued by the "Institut
des Reviseurs d'Entreprises/Instituut der Bedrijfsrevisoren". Those auditing standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.

In accordance with the auditing standards referred to above, we have carried out procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The selection of these procedures is a matter for our judgment, as
is the assessment of the risk that the financial statements contain material misstaterments, whether due to fraud or error. In
making this risk assessment, we have considered the company’s internal control relating to the preparation and fair
presentation of the financial statements, in order to design audit procedures that were appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the company’s internal control. We have also evaluated
the appropriateness of the accounting policies used and the reasonableness of accounting estimates made by
management, as well as the presentation of the financial statements taken as a whole. Finally, we have obtained from the
board of directors and company officials the explanations and information necessary for our audit. We believe that the audit
evidence we have obtained provides a reasonable basis for our opinion.

In our opinion, the financial statements give a true and fair view of the company’s net worth and financial position as of 31
December 2009 and of its results for the year then ended in accordance with the financial reporting framework applicable in
Belgium.

Without qualifying our opinion for the matter below, we draw attention to the follcwing:

e As described in note 50 to the company’s consolidated financial statements, the company is involved in various claims,
disputes and legal proceedings and in a number of administrative and criminal investigations in connection with certain
events and transactions having occurred between May 2007 and October 2008, which may result in financial liabilities for
the company. However, the ultimate outcome of these matters cannot presently be determined, and no financial liabilities
that may result have been recognised in the financial statements.
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Additional remarks and information

The company's board of directors is responsible for the preparation and content -of the management report, and for
ensuring that the company complies with the Companies’ Code and the company’s articles of association. Our responsibility
is to include in our report the following additional remarks and information, which do not have any effect on our opinion on
the financial statements:

e The management report which consists of the document entitled “Annual Review 2009" accompanying the Consolidated
Financial Statements and the Report of the Board of Directors of Fortis SA/NV and Fortis NV deals with the information
required by the law and is consistent with the financial statements. However, we are not in a position to express an
opinion on the description of the principal risks and uncertainties facing the company, the state of its affairs, its
foreseeable development or the significant influence of certain events on its future development. Nevertheless, we can
confirm that the information provided is not in obvious contradiction with the information we have acquired in the context
of our appointment.

¢ Without prejudice to certain formal aspects of minor importance, the accounting records are maintained in accordance
with the legal and regulatory requirements applicable in Belgium.

e Asindicated in the Report of the Board of Directors of Fortis SA/NV, the Board of Directors has decided on 11 January
2009, in the absence of Mr. De Boeck and Mr. Cheung pursuant to article 523 of the Belgian Companies Code, to
indemnify and hold harmless certain members of the Board of Directors against all actions, proceedings and claims
brought against them by any third party. By a subsequent board decision, the coverage of the indemnification was
capped at EUR 100 million. The Board indicated that there should be no financial conseguences arising from this
indemnity other than those resulting from any payment made by the Company thereunder. The Board also indicated that
the maximum coverage of EUR 100 million relates to all claims made in any one specific calendar year in respect of any
legal costs or damages resulting from legal proceedings initiated against them for their actions as directors during that
year. However, while it is clear that the maximum exposure for the company is EUR 100 million on a yearly basis, we are
not in a position to determine the potential costs that may be incurred by the Company on an accumulated basis over
the period for which the indemnification arrangements will remain in force.

¢ As mentioned by the Report of the Board of Directors, the conflict of interest procedure (article 523 Belgian Companies
Code) and/or the internal decision making procedure were not respected for decisions taken in the context of the
departure of some directors and officers. Except as referred to above, we are not aware of any other violations of the
Articles of association or of the Companies Code.

Brussels, 9 March 2010

The auditor

KPMG Réviseurs d’Entreprises/Bedrijfsrevisoren
Represented by

Olivier Macq Michel Lange
Réviseur d'Entreprises Réviseur d’Entreprises
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Balance sheet
(before appropriation of profit)

Assets

Financial fixed assets

- Participating interests in group companies

Current assets

- Other receivables and accrued interest

Cash and cash equivalents

Liabilities

Shareholders’ equity

- Capital paid-up and called-up

- Share premium reserve

- Unrealised gains and losses

- Legal reserve participating interests
- Otherreserves

- Retained result current financial year

Current Liabilities
- Liabilities to credit institutions

- Other payables and accrued liabilities

Income Statement

Profit from group companies
Other results after taxation

Net profit

4,107

4,107

1,057
14,277
(1,294)
139
(10,478)
264
3,965

137

4,107

2009

443
(179)

31 December 2006

3,483

42
3.526

1,057
14,275

(1,475)
94
3,666
(14,099 )
3.518

~

o
R
&

2008,

(14,101)
2
(14,099
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Explanatory notes to the balance sheet and income statement

General
Fortis is a company with a global presence.

The Fortis Consolidated Financial Statements 2009 have been prepared in accordance with International Financial Reporting
Standards (IFRS as adopted by the European Union). In accordance with section 2:362, subsection 8 of the Netherlands
Civil Code, the Board of Directors of Fortis N.V. decided to prepare the Non-Consolidated Financial Statements based on
accounting principles applied in the Fortis Consolidated Financial Statements.

Participating interests in group companies are carried at net asset value in accordance with the principles of valuation that
apply to the Fortis Consolidated Financial Statements. The share in the results of participating interests in group companies
is reported in accordance with the principles of valuation and profit determination that apply to the Fortis Consolidated
Financial Statements.

Fortis N.V. has applied article 2:402 in preparing the income statement. All amounts stated in the tables of these Financial
Statements are denominated in millions of euros, unless otherwise indicated.

Balance sheet

The following pages contain explanatory notes to the various balance sheet items, including an explanation of the principles
of valuation applied. Where no valuation principle is stated, the assets and liabilities are included at nominal value, less
impairments where necessary.

Financial fixed assets

Participating interests in group companies

This item consists of the 50% share in Fortis Brussels SA/NV and the 50% share in Fortis Utrecht N.V. as of year end 2009
and year end 2008. Participating interests in group companies are carried at net asset value in accordance with the
principles of valuation that apply to the Fortis Consolidated Financial Statements.
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Movements in the balance sheet items are as follows:

2009 _ B L2008
Balance as at 1 January 3,483 16.692
Capital increases 1,250
Share of profit from participating interests 443 (14,101)
Dividend received (1,195)
Revaluation of participating interests 181 867
Foreign exchange differences (38)
Other changes 8
Balance as at 31 December 4,107 3.483

Revaluation of participating interests is related to the revaluations of the investments of these participations.

Other changes relate to the decision made by shareholders to receive a Dutch or a Belgian sourced dividend. In connection
with this choice, the dividend paid by Fortis Utrecht N.V. and Fortis Brussels SA/NV is not broken down on the basis of the
ownership ratios (50% each). This item represents this difference.

Receivables from group companies
Receivables from group companies are initially recorded at fair value and subsequently measured at amortised cost using
the effective interest method, less impairments. All receivables have a term shorter than one year.

Other receivables and accrued interest

This item concerns amounts to be received from operating companies relating to option plans, a receivable from the tax
authorities regarding advances on dividend tax claims on ADRs, and interest to be received on liquid assets. All receivables
have a maturity shorter than one year.

Other receivables and accrued interest include an amount of EUR 181 miillion related to a claim against Fortis Capital
Company Limited, Fortis Bank Nederland N.V. and the Dutch State (the full claim amounts to EUR 362 million; however,
50% of this amount was paid by Fortis SA/NV). The claim is for full compensation for the payment in 2009 to Fortis Capital
Company Limited to allow it to pay the above amount to the holders of preference shares. Due to the fact that the claim is
contested by the counterparty, the amount is fully impaired.

Cash and cash equivalents
Cash and cash equivalents are carried at nominal value and are fully at the free disposal of the company.

Shareholders’ equity
Movements in Shareholders' equity are as follows:

2008 2008
Balance as at 1 January 3,518 16,742
Capital increases 2 739
Profit 264 (14.099)
Revaluation of participating interests, including foreign exchange differences 181 837
Other changes (1)
Dividend paid (700)
Balance as at 31 December 3,965 3,518

Fortis N.V. has a 50% interest in Fortis through its 50% interest in Fortis Utrecht N.V. and Fortis Brussels SA/NV. The
shareholders’ equity of Fortis N.V. equals approximately 50% of Fortis’s consolidated shareholders’ equity. Discrepancies
arise through differences in the assets and liabilities of Fortis N.V. and Fortis SA/NV.
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Capital paid-up and called-up
Movements in paid-up and called-up capital are as follows:

Capital paid-up and called-up as at 1 January 2008: 2,366,595,497 shares 994
Issue of 150,061,751 shares 63
Capital paid-up and called-up as at 31 December 2008: 2,516,657,248 shares 1,057

No issue of shares in 2009

Capital paid-up and called-up as at 31 December 2009: 2,516,657,248 shares 1,057
At 31 December 2009 2,516,657,248 twinned shares are issued and fully paid up.

On 7 May 2002, 39,682,540 shares were issued due to the issuance of Floating Rate Equity-linked Subordinated Hybrid
(FRESH) Capital Securities. These shares were then repurchased by the group company Fortfinlux SA. Further information
on FRESH securities is provided in note 30 of the Fortis Consolidated Financial Statements.

Fortis N.V. issued on 19 December 2007 125,313,283 new shares in the amount of EUR 1,2 billion as part of the issue of
CASHES (undated floating rate convertible and subordinated hybrid equity-linked securities) for which Fortis N.V. is Co-
obligor. Further information on CASHES securities is provided in note 50 of the Fortis Consolidated Financial Statements.

Share premium reserve
Movements in Share premium reserve are as follows:

Balance as at 1 January 2008 13,599
Amounts received from group companies for options 1
Issue of 150,061,758 shares 675
Batance as at 31 December 2008 14,275
Amounts received from group companies for options 2
Balance as at 31 December 2009 14,277

in 2008 and 2007 a number of operating companies of Fortis granted options on Fortis shares to employees. The options
were covered by Fortis SA/NV and Fortis N.V. The amount received from the operating companies for the options is
recorded under share premium reserve. From 2008 on, the amount received is amortised over the vesting period (usually five
years).

Unrealised gains and losses
This concerns a reserve related to the revaluation of participating interests. Movements in the Unrealised gains and losses
reserve are as follows:

Balance as at 1 January 2008 (2,304)
Changes in 2008 829

Balance as at 31 December 2008 (1,475)
Changes in 2009 181

Balance as at 31 December 2009 (1,294)
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Legal Reserve participating interests

e This is a reserve for unrealised gains from associates which are recognised in the income statement and for which there
is no liquid market

e retained earnings from associates.

Balance as at 1 January 2008 74
Changes in 2008 20
Balance as at 31 December 2008 94
Changes in 2009 45
Balance as at 31 December 2009 139

Other reserves
Movements in Other reserves are as follows:

Balance as at 1 January 2008 2241
From profit appropriation 2007 2,138
Dividend 2007 (663)
Additional amounts paid related to CASHES and FRESH (37)
Changes in legal reserve participating interests (20)
Acquisition of own shares (1)
Other changes 8
Balance as at 31 December 2008 3,666
From profit appropriation 2008 (14,099)
Changes in legal reserve participating interests (45)
Other changes

Balance as at 31 December 2009 (10.478)

Other changes relate to the valuation of participating interests. See the note on the item Participating interests in group
companies.

Retained result current financial year
Movements in the retained profit current financial year are as follows:

Balance as at 1 January 2008 2138
Profit appropriation (2,138)
Profit current financial year (14,099 )
Balance as at 31 December 2008 (14,099)
Profit appropriation 14,099
Result current financiat year 264
Balance as at 31 December 2009 264

Current liabilities

Other liabilities
These concern the amount related to option plans that has to be amortised against the share premium reserve.

Option plans
A description of the option plans on the shares of Fortis N.V. is included in the notes 10 and 11 of the Fortis Consolidated
Financial Statements.



Fortis Fiinancial Statements 2009 / Fortis N.V. | ;205

Income statement

General
The result is made up primarily of the share in the profit from participating interests.

Other results consist mainly of interest income, interest expenses on receivables from and debts and the impairment of the
claim on FCC (see also under Other receivables and accrued interest).

Due to the activities of the company, it is not expected that the company will generate sufficient taxable profits in the future
to compensate taxable losses. Consequently no tax income has been recognised on the loss for the year.

No corporation tax is owed on the pre-taxation result in connection with carry-back losses from previous years.

Details of the total remuneration paid to the Board of Directors are provided in note 11 of the Fortis Consolidated Financial
Statements.

Commitments not reflected in the balance sheet

Fortis N.V. has extended a guarantee to the Institute of London Underwriters on behalf of Bishopsgate Insurance Limited.
Bishopsgate Insurance Limited terminated its membership of the Institute of London Underwriters on 31 December 1991.
Fortis N.V.'s guarantee concerns the current commitments arising out of policies issued by the previously mentioned
Institute on behalf of Bishopsgate, and for Bishopsgate's commitments to the Institute.

Fortis SA/NV and Fortis N.V. have each extended guarantees with respect to liabilities and credit facilities of
Fortis subsidiaries in various currencies. The total amount of current outstanding debt is EUR 941 million
(2008: EUR 7,012 miltion).

Fortis (former-) operating entities issued a number of hybrid instruments and senior debt securities that create a contingent
liability for Fortis N.V. and Fortis SA/NV, because these parent companies acted as guarantor, co-obligor or provided
support agreements. The following chapters describe the contingent liabilities linked to these instruments.

Contingent liabilities

Like any other financial institution, Fortis is involved as a defendant in various claims, disputes and legal proceedings arising
in the ordinary course of its business, which since the divestment of its banking activities in October 2008 is limited to
insurance activities.

In addition, as a result of the events and developments occurred between May 2007 and October 2008 (capital increase and
acquisition of parts of ABN AMRO in October 2007, announcement of the accelerated solvency plan in June 2008,
divestment of banking activities and Dutch insurance activities in September/October 2008), Fortis is involved or may still
become involved in a number of legal proceedings as well as administrative and criminal investigations in Belgium, the
Netherlands and the USA, some of which could result in substantial but currently unquantifiable future liabilities for Fortis.

While some ongoing legal proceedings and investigations do not trigger any immediate risk of (material) monetary
consequences for Fortis, it cannot be ruled out that they could lead to such negative impact at a later stage. This is the case
for (i) the investigations conducted by court-appointed experts in Belgium and the Netherlands to report on the
September/October transactions (for the Belgian experts) and on the financing of the offer on ABN AMRO, the public
statements from Fortis since the offer on ABN AMRO and on the September/October transactions (for the Dutch experts)
and (i) investigations conducted by supervisory authorities in the Netherlands (Authority for the Financial Markets - AFM) and
Belgium (Banking, Finance and Insurance Commission - BFIC), as well as the criminal investigation conducted in Belgium.
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On 5 February 2010, the AFM has levied a fine on Fortis SA/NV and Fortis N.V. of EUR 576,000 for breaches of the Dutch
Securities Act (‘Wet op het financieel toezicht’). The AFM alleges that on 5 June 2008 certain statements would have been
incorrect or misleading in respect of the solvency situation of Fortis and that on 14 June 2008 Fortis should have made
public that the required EC remedies would imply that the financial objectives for 2008 and later could not be achieved
without additional measures. This might imply that, for the period of 5 to 25 June 2008, investors may allege to have traded
on not fully correct information. Fortis challenges any allegations of wrongdoing and has appealed the decision of the AFM.

Any negative findings of these ongoing investigations may lead to new proceedings against Fortis, including claims for
compensatory damages being initiated against Fortis at a later stage. This may in particular be the case for the findings by
the AFM which, subject to successful appeal by Fortis, have led the AFM to impose a fine as described above.

Ongoing lawsuits brought against Fortis in Belgium, the Netherlands and the US expose Fortis to the risk of court decisions
to pay monetary damages to compensate the shareholders for some of their losses suffered since September 2007:

e Various proceedings have been initiated by individual shareholders and shareholder organizations in Belgium and the
Netherlands demanding (i) the annulment of decisions taken by the Fortis Board in September/October 2008 or
alternative compensatory damages and/or (i} the payment of monetary damages based on alleged miscommunication
and/or market abuse committed by Fortis over the period between May 2007 and October 2008. Such proceedings
include:

- proceedings initiated before the Brussels Commercial Court by a number of individuals represented by
Mr. Modrikamen; the request for provisional measures against Fortis has been dismissed on 8 December 2009 and
Mr. Modrikamen has announced that he would now pursue the procedure on the merits

- proceedings initiated by a number of individuals gathered around Deminor International, which are pending before the
Brussels Commercial court

- proceedings initiated before the Amsterdam District Court by the VEB and Deminor as well as proceedings initiated
by a number of individuals represented by Mr. De Gier; these proceedings are still pending; and

- proceedings before the Utrecht District Court initiated by a number of individuals represented by Mr. Bos, which are
also still pending. In this context, some former directors and top executives of Fortis have requested the court to
acknowledge the alleged obligation of Fortis, under termination agreements entered into in 2008 and/or rules of
Dutch civil law, to hold such persons harmless against damages resulting from or relating to the legal proceedings
initiated against them and which would originate from their functions within the Fortis group. Fortis is contesting the
validity of the mentioned statutory and contractual hold harmless commitments.

o A class action has been filed in the US District Court of the Southern District of New York to demand damages based on
alleged securities fraud committed in the period between 17 September 2007 and 14 October 2008. This action has
been dismissed on 19 February 2010 on the basis of lack of jurisdiction, and is subject to appeal.

Should any of these proceedings result in the annulment of (part of) the decisions taken by the Fortis Board and of the
resulting agreements (which is highly unlikely, amongst others taking into account that Mr Modrikamen has announced that
he would drop such claim and that Deminor has not formulated such a claim), this would have consequences on the
financial position of Fortis that are unquantifiable at this stage. In the event that any court decisions were to order Fortis to
pay monetary damages, this could have a severe negative impact on its financial position.

In respect of legal proceedings initiated against Fortis and Fortfinlux by investors in relation with the FRESH instrument
issued in 2002, Fortis remains convinced, after consultation with its legal advisors, that its legal position is sound and is not
likely to be successfully challenged in court.

In respect of all legal proceedings and investigations of which management is aware, Fortis will make provisions for such
matters if and when, in the opinion of management, who consult with legal advisors, it is probable that a payment will have
to be made by Fortis and the amount can be reasonably estimated.
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Without prejudice to any specific comments made above, given the various stages and continuously evolving nature as well
as inherent uncertainties and complexity of the current proceedings and investigations, management is not in a position to
determine whether any claims or actions brought against Fortis in connection with these proceedings and investigations are
without merit or can be successfully defended or whether the outcome of these actions or claims may or may not resuilt in a
significant loss in the Fortis Consolidated Financial Statements.

In 2008, the Fortis parent companies granted to some former executives and directors at the time of their departure a
contractual hold harmless protection covering legal expenses and, in some cases, also the financial conseguences of any
judicial decisions in the event that legal proceedings were brought against such persons on the basis of their mandates
exercised in the company. In respect of some of these persons, Fortis is contesting the validity of the contractual hoid
harmless commitments to the extent they relate to the financial consequences of any judicial decisions.
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Contingent liabilities for hybrid instruments of former subsidiaries

Fortis’ former operating entities issued a number of hybrid instruments that create a contingent liability for Fortis N.V. and
Fortis SA/NV, because these former parent companies acted as guarantor, co-obligor or provided support agreements. The
following chapters describe the contingent liabilities linked to these instruments.

1. CASHES

CASHES (Convertible And Subordinated Hybrid Equity-linked Securities) is a EUR 3 billion instrument issued by Fortis Bank
nv-sa, with Fortis SA/NV and Fortis N.V. acting as co-obligors. According to the terms and conditions of this instrument it will
only be reimbursed by Fortis Bank by means of an exchange against already issued Fortis shares, owned by Fortis Bank (the
reported number of outstanding Fortis shares as at 31 December 2009 already includes the 125,313,283 Fortis shares
issued for the purpose of such exchange). Pending the exchange of the CASHES against Fortis shares, these Fortis shares
do not have any dividend rights or voting rights.

The principal amount of the CASHES will not be repaid in cash. The sole recourse of the holders of the CASHES against any
of the co-obligors with respect to the principal amount are the 125,313,283 Fortis shares that Fortis Bank pledged in favour
of such holders.

The CASHES have no maturity date, but may be exchanged for Fortis shares at a price of EUR 23.94 per share at the
discretion of the holders. From 19 December 2014, the CASHES will be automatically converted into Fortis shares if the
price of the Fortis share is equal to or higher than EUR 35.91 on twenty consecutive stock exchange business days.
Coupons on the securities, in principle payable by Fortis Bank, are payable quarterly, in arrears, at a variable rate of 3 month
Euribor + 2.0%.

In the event that dividends are not paid on the Fortis shares, or that the dividends to be declared are below a threshold with
respect to any financial year (dividend vield less than 0.5%), and in certain other circumstances, coupons will mandatorily
need to be settled by Fortis SA/NV and Fortis N.V. in accordance with the so called Alternative Coupon Settlement Method
(ACSM), while Fortis Bank would need to issue instruments that qualify as hybrid Tier 1 instruments to Fortis as
compensation for the coupons so paid by Fortis SA/NV and Fortis N.V. If the ACSM is triggered and there is insufficient
available authorised capital to enable Fortis SA/NV and Fortis N.V. to meet the ACSM obligation, the coupon settlement will
be postponed until such time as the ability to issue shares is restored.

Fortis" announcement on 15 March 2009 that it would not declare a dividend for the 2008 financial year would have
triggered the ACSM. However, on 27 May 2009 Fortis announced its intention to resume the payment of a dividend for the
2009 financial year in 2010, whereby the dividend will be equal to or in excess of the above stated threshold dividend yield of
0.5%. As a result the coupons due during 2009 were paid in cash instead of through the ACSM.
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2. MCS

On 7 December 2007, Fortis Bank Nederland, with Fortis Bank nv-sa, Fortis SA/NV and Fortis N.V. acting as co-obligors,
issued mandatory convertible securities (MCS) for a total principal amount of EUR 2 billion. A breach of minimum solvency
levels at Fortis Bank Nederland would lead to accelerated conversion using an ACSM for unpaid coupons.

Coupon payments on the MCS are paid by Fortis Bank Nederland; coupon payments are at the discretion of the issuers if
Fortis has not declared or paid a dividend in the 12 months prior to the coupon date. Although this situation applied at the
semi annual coupon dates in 2009, Fortis Bank Nederland continued to pay the coupons.

The MCS will be converted mandatorily on 7 December 2010 into Fortis shares the exact number of which will depend on
the then prevailing share price, with a minimum of 88,928,413 and a maximum of 106,723,586 Fortis shares (the reported
number of outstanding Fortis shares as at 31 December 2009 does not yet include these shares). According to agreements
entered into between the parties, Fortis Bank Nederland N.V. should compensate Fortis by issuing new shares to

Fortis SA/NV and Fortis N.V. at conversion; this compensation is disputed by the Dutch State, after it took over control of
Fortis Bank Nederland N.V.

At conversion of the MCS, Fortis will record a EUR 2 billion increase of its equity against a EUR 2 billion receivable for new
Fortis Bank Nederland N.V. shares to be received from Fortis Bank Nederland N.V. In the event that the Dutch State
successfully disputes this claim, Fortis SA/NV and Fortis N.V. will need to record an impairment on this receivable, subject to
the level of compensation that will be is agreed upon.

3. Fortis Capital Company

Fortis Capital Company Limited (FCC) issued EUR 450 million of non-cumulative, non-voting, perpetual preference shares in
1999, with a Support Agreement granted by Fortis Bank, Fortis SA/NV and Fortis N.V. Fortis Capital Company announced
on 26 March 2009 that it would not call the instruments In June 2009. Given the non-call and in accordance with the
support agreement, holders of these preference shares had a one-time right to exchange their preference shares for Fortis
ordinary shares, and Fortis in turn could redeem the preference shares in cash instead of issuing the required shares.

Preference shareholders representing EUR 362 million of principal amount to exchange their preference shares, and Fortis
elected to pay the redemption of these preference shares in cash. Since Fortis Bank Nederland (the entity to which Fortis
Capital Company on-lent the proceeds) is no longer part of Fortis, Fortis believes it is entitled to compensation for this
redemption. On 24 August 2009, Fortis initiated legal proceedings on the merits of the case before the Amsterdam
Commercial Court against Fortis Capital Company Limited, Fortis Bank Nederland and the Dutch State to claim full
compensation for the EUR 362 million cash redemption. Fortis claim is included under reinsurance and other receivables.
Due to the fact that the claim is contested by the counterparty, the amount is fully impaired as shown in Note 45 Change in
impairments.

Investors in the remaining EUR 88 million of preference shares no longer have any stock settlement rights against
Fortis SA/NV and Fortis N.V.

Under the terms of the Support Agreement, Fortis is still required to support the annual dividend (3-month Euribor + 2.60%)
on the remaining EUR 88 million of preference shares in the event that any of the supporting companies (Fortis SA/NV, Fortis
N.V. or Fortis Bank) pays a dividend while Fortis Bank Nederland for solvency reasons is unable to pay the dividend on its
preference shares.
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4, Fortis Bank Tier 1 debt securities 2001

Fortis Bank nv-sa issued EUR 1,000 million of redeemable perpetual cumulative coupon debt securities in 2001, which
benefit from a support agreement entered into by Fortis SA/NV and Fortis N.V., at an interest rate of 6.50% until

26 September 2011 and 3 month Euribor + 2.37% thereafter.

Under the parental support agreement if Fortis Bank’s solvency drops below the threshold level or if Fortis Bank so elects,
the coupon will be settled through the issue of ordinary shares by Fortis SA/NV and Fortis N.V, via an ACSM, for which Fortis
Bank would need to compensate Fortis SA/NV and Fortis N.V. by issuing ordinary shares or profit-sharing certificates.

The Support Agreement also gives holders the option, in the event that Fortis Bank does not call the instrument in 2011, to
ask Fortis SA/NV and Fortis N.V. to settle the principal amount of the instrument through the issue of Fortis shares. In turn,
Fortis SA/NV and Fortis N.V. have the option to settle the principal amount of the securities in cash instead. In both cases,

Fortis would be compensated for this settlement by the receipt of Tier 1 debt securities of Fortis Bank.

5. Fortis Bank Tier 1 debt securities 2004

Fortis Bank nv-sa issued EUR 1,000 million perpetual securities in 2004, which benefit from a support agreement entered
into by Fortis SA/NV and Fortis N.V. at an interest rate of 4.625% until 27 October 2014 and 3 month Eurobor + 1.70%
thereafter.

Under the parental support agreement if Fortis Bank’s solvency drops below the threshold level or if Fortis Bank so elects,
the coupon will be settled through the issue of ordinary shares by Fortis SA/NV and Fortis N.V. via an ACSM, for which Fortis
Bank would need to compensate Fortis SA/NV and Fortis N.V by issuing ordinary shares.

Utrecht, 9 March 2010

Board of Directors
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Other information

Provisions of the Articles of Association concerning profit appropriation
These provisions are contained in Article 25. The Board of Directors determines which part of the profit is to be retained. The
remainder of the profit is at the disposal of the General Meeting of Shareholders.

Profit appropriation
The Board of Directors proposes 8 Eurocent dividend for 2009 (2008: EUR 0.00).
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Auditor’s report

To the General Meeting of Shareholders of Fortis N.V.

Report on the company financial statements

We have audited the 2009 company financial statements of Fortis N.V. as set out on pages 199 to 210, which comprise the
balance sheet as at 31 December 2009 and the income statement for the year then ended and explanatory notes.

Board of Directors’ responsibility

The Board of Directors is responsible for the preparation and fair presentation of the company financial statements and for
the preparation of the Report of the Board of Directors, both in accordance with Part 9 of Book 2 of the Netherlands Civil
Code.

This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of the company financial statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor's responsibility

Our responsibility is to express an opinion on the company financial statements based on our audit. We conducted our audit
in accordance with Dutch law. This law requires that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the company financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the company
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the company financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity's preparation and fair presentation of the company financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's interal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the Board of
Directors, as well as evaluating the overall presentation of the company financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the company financial statements give a true and fair view of the financial position of Fortis N.V. as at 31
December 2009, and of its result for the year then ended in accordance with Part 9 of Book 2 of the Netherlands Civil Code.

Emphasis of matter

We draw attention to the note “Commitments not reflected in the balance sheet” to the company financial statements. The
company is involved in a number of legal proceedings as well as administrative and criminal investigations in connection with
certain events and developments having occured between May 2007 and October 2008, some of which could result in
financial liabilities for the company. However, the ultimate outcome of these matters cannot presently be determined, and no
financial liabilities that may result have been recognised in the company financial statements. Our opinion is not qualified in
respect of this matter.
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Report on other legal and regulatory requirements

Pursuant to the legal requirement under 2:393 sub 5 part f of the Netherlands Civil Code, we report, to the extent of our
competence, that the Report of the Board of Directors is consistent with the company financial statements as required by
2:391 sub 4 of the Netherlands Civil Code.

Amstelveen, 9 March 2010

KPMG ACCOUNTANTS N.V.

Represented by: S.J. Kroon RA
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Other information
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Forward-looking statements to be treated with caution

Some of the statements contained in this Annual Report, including but not limited to the statements made in the sections
entitled Message to the Shareholders, Description of Activities and Report of the Executive Committee and in Note 7 Risk
management, refer to future expectations and other forward-looking perceptions that are based on management’s current
views, estimates and assumptions concerning future events. These forward-looking statements are subject to certain risks
and uncertainties that may mean actual results, performance or events differ substantially from what those statements
express or imply, including but not limited to our expectations regarding the level of provisions relating to our credit and
investment portfolios. Other more general factors that may impact our results include but are not limited to:

e general economic conditions, particularly in our core market Belgium

e changes in interest rates and the performance of financial markets

e the frequency and severity of insured loss events

e mortality, morbidity and persistency levels and trends

e foreign exchange rates, including euro / US dollar exchange rate

e changes in competitive and pricing environments, including increasing competition in Belgium
e changes in domestic and foreign legislation, regulations and taxes

e regional or general changes in asset valuations

e occurrence of significant natural or other disasters

e inability to economically reinsure certain risks

e adequacy of loss reserves

e  regulatory changes relating to the insurance, investment and/or securities industries
e changes in the policies of central banks and/or foreign governments

e general competitive factors on a global, regional and/or national scale.
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Avallability of company documents for public inspection

The Articles of Association of Fortis SA/NV and Fortis N.V. can be inspected at the Registry of the Commercial Court in
Brussels (Fortis SA/NV), at the Chamber of Commerce in Utrecht (Fortis N.V.) and at the companies’ registered offices.

The Financial Statements are filed with the National Bank of Belgium (Fortis SA/NV) and the Chamber of Commerce in
Utrecht (Fortis N.V.). Resolutions on the (re)election and removal of Fortis Board Members are published in annexes to the
Belgian Law Gazette (Fortis SA/NV), the Euronext Amsterdam Daily Official List (Fortis N.V.) and elsewhere.

Financial reports on the companies and notices convening AGMs and EGMS are published in the financial press, and other
newspapers and periodicals. The Financial Statements are available from Fortis’ registered offices in Brussels and Utrecht
and are also filed with the National Bank of Belgium and the Chamber of Commerce in Utrecht. They are sent each year to
registered shareholders and to others on request.

Provision of information to shareholders and investors

Listed shares

Fortis shares are currently listed on Euronext Brussels, NYSE Euronext Amsterdam and the Luxembourg Stock Exchange.
Fortis also has a sponsored ADR programme in the United States. Fortis SA/NV VVPR strips are listed only on

Euronext Brussels.

Types of shares
Shares in Fortis may be registered or bearer shares.
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Dematerialisation and registration of bearer shares

Fortis offers its shareholders the opportunity to register their shares in dematerialised form. These registered shares remain
dematerialised and are administered at no cost. Holders of registered shares may arrange, on request and free of charge, for
their shares to be converted into bearer shares. Holders of bearer shares may arrange, on request and free of charge, for
their shares to be dematerialised and registered. Fortis has devised a procedure for the rapid dematerialisation of shares,
facilitating rapid delivery.

Corporate Administration Fortis SA/NV,
Rue Royale 20, 1000 Brussels, Belgium

Or:

Board of Directors Secretariat
Fortis N.V.
P.O. Box 2049, 3500 GA Utrecht, Netherlands

Information and communication

Fortis sends out notices, including those relating to the quarterly and annual results, and to the Fortis Annual Report, free of
charge to holders of both bearer shares and registered shares. Fortis sends all holders of both bearer and registered shares
a personal invitation to attend the AGMs, and encloses the agenda, proposed resolutions and a form by means of which
shareholders can nominate a proxy to vote on their behalf at the AGMs. When dividend becomes payable, Fortis
automatically credits the dividend accruing to the holders of both bearer and registered shares to those bank accounts of
which it has previously received details from the pertinent shareholders.
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Glossary and abbreviations

Amortised cost
The amount at which a financial asset or liability is measured at initial recognition minus principal repayments, plus or minus
the cumulative amortisation/accretion of any premium/discount, and minus any write-down for impairment.

Asset backed security
A bond or a note backed by debt instruments (not being mortgages) or accounts receivable.

Associate
A company on which Fortis has significant influence but which it does not control.

Basis point (bp)
One hundredth of a percentage point (0.01%).

Cash-flow hedge
A hedge to mitigate exposure to fluctuations in the cash flow of a recognised asset or liability, or forecasted transaction, as a
conseqguence of movements in variable rates or prices.

Clean fair value
The fair value excluding the unrealised portion of the interest accruals.

Clearing
Administrative settlement of securities, futures and options transactions through a clearing organisation and the financial
institutions associated with it (clearing members).

Core capital
Total available capital at group level (based on the banking definition of Tier 1 capital).

Credit spread
The yield differential between government bonds and corporate bonds or credits.

Custoady

An agreement, usually between an investor and a bank (or possibly an agent or a trust company), whereby the investor
deposits for safekeeping securities, gold or other valuables with the bank, which in turn takes the valuables into safekeeping
for a fee.

Deferred acquisition cost
The cost of acquiring new and renewed insurance business, principally commissions, underwriting, agency and policy issue
expenses, all of which vary with and primarily are related to the production of new business.

Derivative

A financial instrument such as a swap, a forward, a future contract or an option (both written and purchased). This financial
instrument has a value that changes in response to changes in various underlying variables. It requires little or no net initial
investment, and is settled at a future date.

Disability insurance
Insurance against the financial consequences of long-term disability.
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Discounted cash flow method

An approach to valuation, whereby projected future cash flows are discounted at an interest rate that reflects the time value
of money and a risk premium that reflects the extra return investors demand for the risk that the cash flow might not
materialise after all.

Discretionary participation feature

A contractual right to receive, as a supplement to guaranteed benefits, additional benefits:

(a) that are likely to be a significant portion of the total contractual benefits; (b) whose amount or timing is contractually at the
discretion of the issuer; and (c) that are contractually based on: (i) the performance of a specified pool of contracts or a
specified type of contract; (ii) realised and/or unrealised investment returns on a specified peol of assets held by the issuer;
or (iii) the profit or loss of the company, fund or other entity that issues the contract.

Embedded derivative
A derivative instrument that is embedded in another contract — the host contract. The host contract might be a debt or
equity instrument, a lease, an insurance contract or a sale or purchase contract.

Employee benefits
All forms of considerations given by an entity in exchange for service rendered by employees, in addition to their pay or
salary.

Fair value
The amount for which an asset (liability) can be bought (incurred) or sold (settled), between knowledgeable, willing parties in
an arm's length transaction.

Fair value hedge
A hedge of an exposure to changes in the fair value of a recognised asset or liability (or a portion thereof) or a firm
commitment. The exposure is attributable to a particular risk and will affect reported net income.

Finance lease
A lease that transfers substantially all the risks and rewards incidental to ownership of an asset. Title may or may not
eventually be transferred.

Goodwill

This represents the amount by which the fair value of the assets acquired, liabilities incurred or assumed. and equity
instruments issued, plus any costs directly attributable to the business, exceeds Fortis’ interest in the fair value of assets
acquired and liabilities and contingent liabilities assumed.

Gross written premiums
Total premiums (whether or not earned) for insurance contracts written or accepted during a specific period, without
deduction for premiums ceded.

Hedge accounting
Hedge accounting recognises the offsetting effects on profit or loss of changes in the fair values of the hedging instrument
and the hedged item.

IFRS
International Financial Reporting Standards have been used as the standard for all listed companies within the European
Union since 1 January 2005 to ensure transparent and comparable accounting and disclosure.

impairment
A decline in value whereby the carrying amount of the asset exceeds the recoverable amount. In such a case, the carrying
amount will be reduced to its recoverable amount through the income statement.
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Insurance contract
A contract under which one party (Fortis) accepts significant insurance risk from another party (the policyholder) by agreeing
to compensate the policyholder if a specified uncertain future event adversely affects the policyholder.

Investment contract
A life insurance policy contract that transfers financial risk without transferring significant insurance risk.

Intangible asset
An identifiable non-monetary asset which is recognised at cost if and only if it will generate future economic benefits and if

the cost of the asset can be measured reliably.

Investment property
Property held by Fortis to earn rental income or for capital appreciation.

ISO Currency code list

AUD Australia, Dollars

CAD Canada, Dollars

CHF Switzerland, Francs

CNY China, Yuan Renminbi

DKK Denmark, Kroner

GBP Britain (United Kingdom), Pounds
HKD Hong Kong, dollar

JPY Japan, Yen

MYR Malaysia, Ringgits

SEK Sweden, Kronor

THB Thailand, Baht

TRY Turkey, New Lira

TWD Taiwan, New Dollars

Uspb United States of America, Dollars
ZAR South Africa, Rand

Market capitalisation
Value attributed to the company by the stock market. Market capitalisation corresponds to the number of shares
outstanding multiplied by the share price at a given time.

Net-investment hedge
A hedge used to reduce the financial risks of a reporting entity’s share in the net assets of a foreign entity by entering into
transactions that give an offsetting risk profile.

Notional amount
Amount of currency units, number of shares, a number of units of weight or volume or other units specified in a derivative
contract.

Operating lease
A contract that allows the use of an asset in return for periodic payments, but does not convey rights similar to legal
ownership of the asset and where the financial risks related to the asset are borne by the lessor.

Operating margin
Operating income divided by net premium. Operating income is the profit or loss stemming from all operations, including
underwriting and investments.
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Option
A privilege sold by one party to another that offers the buyer the right, but not the obligation, to buy (call) or sell (put) a
security at an agreed price during a certain period of time or on a specific date.

Private equity
Equity securities of companies that are not listed on a public exchange. Investors wishing to sell their stake in a private
company have to find a buyer themselves owing to the lack of a marketplace.

Provision

Provisions are liabilities involving uncertainties in the amount or timing of payments. Provisions are recognised if there is a
present obligation to transfer economic benefits, such as cash flows, as a result of past events and a reliable estimate can
be made at the date of the statement of financial position.

Reverse repurchase agreement
The purchase of securities with an agreement to resell them at a higher price at a specific future date.

Shadow accounting

According to IFRS 4 an insurer is permitted, but not required, to change its accounting policies so that a recognised but
unrealised gain or loss on an asset affects the measurement of the insurance liabilities. The related deferred adjustment to
the insurance liability (or deferred acquisition costs or intangible assets) is recognised in equity only if the unrealised gains or
losses are recognised directly in equity.

Securities lending transaction
A loan of a security from one counterparty to another who must eventually return the same security as repayment. The loan
is often collateralised. Securities lending allows an entity in possession of a particular security to earn enhanced returns.

Structured crediit instruments
Securities created by repackaging cash flows from financial contracts and encompassing asset-backed securities (ABS),
mortgage-backed securities (MBS) and collateralised debt obligations (CDO).

Subordinated tond (loan)
A loan (or security) that ranks below other loans (or securities) with regard to claims on assets or earnings.

Subsidiary
Any company, of which Fortis, either directly or indirectly, has the power to govern the financial and operating policies so as
to obtain the benefits from its activities (‘control’).

Trade date

The date when Fortis becomes a party to the contractual provisions of a financial asset.

Value of business acquired (VOBA)

The present value of future profits from acquired insurance contracts. VOBA is recognised as an intangible asset and
amortised over the period in which the premiums or gross profits of the policies are recognised.

VaR
Abbreviation of value at risk. A technique which uses the statistical analysis of historical market trends and volatilities to
estimate the likelihood that a given portfolio’s losses will exceed a certain amount.



Abbreviations

AFS
ALM
CASHES
CDS
CGU
DPF
EPS
Euribor
EV
FRESH
HTM
IBNR
IFRIC
IFRS
LAT
MCS
oTC

SPV
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Available for sale

Asset and liability management

Convertible and subordinated hybrid equity-linked securities
Credit default swap

Cash generating unit

Discretionary participation features

Earnings per share

Euro interbank offered rate

Embedded value

Floating rate equity linked subordinated hybrid bond

Held to maturity

Incurred but not reported

International Financial Reporting interpretations Committee
International Financial Reporting Standards

Liability adequacy test

Mandatory convertible securities

Over the counter

Special purpose vehicle
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Together with the 2009 Fortis Annual Review these Financial Statements constitute the Annual Report of Fortis. The
Financial Statements contain the Fortis Consolidated Financial Statements, the Fortis SA/NV Financial Statements and the
Fortis N.V. Financial Statements.

Fortis and Fortis SA/NV, Rue Royale 20, 1000 Brussels, Belgium
Telephone +32 (0)2 510 52 11, Fax +32 (0)2 510 56 30

Fortis and Fortis N.V., Archimedeslaan 6, 3584 BA Utrecht, the Netherlands
Telephone +31 (0)30 25 25 304, Fax +31 (0)30 25 25 310

Internet address: www.fortis.com E-mail address: info@fortis.com




Together, the Annual Review 2009 and the Financial Statements 2009 constitute

the Annual Report of Fortis. The Financial Statements contain the financial statements
of Fortis and the statutory accounts of Fortis SA/NV and Fortis N.V. The Annual Report is
published in English, Dutch and French. In case of any discrepancy between these
versions, the French and Dutch texts shall prevail. Fortis has taken every precaution to
ensure that there are no differences between the French and the Dutch versions.

The Annual Report is also available on our website: www.fortis.com.

Op uw verzoek zenden wij u graag het Jaaroverzicht 2009 in het Nederlands.
Het Jaaroverzicht 2009 en de Jaarrekeningen 2009 vormen samen het Jaarverslag
van Fortis. Het deel ‘Jaarrekeningen’ bevat de jaarrekening van Fortis en de statutaire

jaarrekening van Fortis SA/NV en Fortis N.V. Het jaarversiag is verkrijgbaar in het Nederlands,

Frans en Engels. In geval van verschillen tussen deze versies hebben de Nederlandse en
Franse versie de voorrang. Fortis heeft alles in het werk gesteld om zich ervan te
vergewissen dat er geen verschillen zijn tussen de Nederlandse en Franse versie.

Het Jaarversiag is ook te vinden op internet: www.fortis.com.

Sur simple demande, nous vous enverrons volontiers le Synopsis de I'année 2009

en frangais. Le Synopsis de 'année 2009 et les Comptes annuels 2009 constituent
ensemble le Rapport annuel de Fortis. La partie "Comptes annuels” présente les états
financiers de Fortis et les Comptes statutaires de Fortis SA/NV et de Fortis N.V.

Le Rapport annuel est publié en frangais, en néerlandais et en anglais. En cas de
divergence entre ces versions, les versions frangaise et néerlandaise feront foi.
Fortis a veillé & assurer, dans la mesure du possible, la concordance entre les versions
frangaise et néerlandaise.

Vous pouvez également consulter le Rapport annuel sur Internet : www.fortis.com.

FORTIS
Rue Royale 20
1000 Brussels
Belgium

Archimedesiaan 6
3584 BA Utrecht
The Netherlands

info@fortis.com
www.fortis.com
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Profile

|

Fortis is an intemational
nsurance group with a
ﬂentage spanning more
than 180 years.

Ranked among the top 20 insurers in Europe, Fortis has chosen to concentrate its

Our profile

business activities in Europe and Asia, vvhich/togzether make up the largest share
of the global insurance market. It is an undisputed leader in the Belgian market for
individual life and employee benetfits, as well as a 1eéding non-life player through
AG Insurance. Internationally, Fortis has a strong br’esence in the UK, where it is
the second largest private car insurer. The company also has subsidiaries in France,
Germany, Turkey, Ukraine and Hong Kong. Fortis has a strong track record in
deve!opihé“paﬁnerships with key distributors in different markets and successfully
operates partnerships in Luxembourg, ltaly, Portugal, China, Malaysia, India and
Thailand. Fortis employs more thaﬁ 11,000 people and has annual gross inflows of
o S -

Fortis's assets include a 75% stake in AG Insurance; 100% of Fortis Insurance

International; a 456% stake in Boyal Park In\kestments’;’éﬂd,ofgher‘ financial assets

and liabilities;é)ff various financing vehicles.
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From a sector perspective, there are a number of key trends
that we and others will have to respond to in the coming year
within the context of a challenging interest-rate environment.
This includes a need 1o adapt to a change in customer
behaviour; higher claims ratios innon-life and a competitive
pricing environment in some of our main markets. In the
regulatory area, we need:to address challanges like the new
Solvency llregulations, which, according fo the most recent
developments, should be implemented by 2012: The current
financial crisis has provided fresh impetus for insurers fo improve
their management of capital and to further tighten their risk
management practices. In response, we have prioritised each
of these disciplines in respect of management oversight,
process and-accountability.

We appreciate that the market will judge Fortis on delivery

and execution rather than on aspiration; We have embarked
onajoumney from which there is no turing back: An important
next step i this Journey will be to change our name from
Fortis to ageas and to create a new brand for our company.
Wewill be seeking your approval for the new name at the April
shareholdérs’ meeting.

We have come through the darkest days in our history and have
learned important lessons: We remain focused on restoring our
reputation and regaining your trust and confidence, and we know

this will take time. We wiltcontinue our efforts {0 communicate with =

all of you in a transparent and consistent way.

Although the markets are beginning to show modest signs of
recovery, we are underno illusion; this will be a tough year.
We are nevertheless determined 1o restore the fortunes and
reputation of Fortis,

We would like to thank all our employees, without whose continued
efforts, belief and professionalism we would not be where

we are today. We are particularly grateful to Karel De Boeck,

our former CEQ, who led the company through a very difficult
period at the beginning of the year,

Finajly,/weihank you, our shareholders, for your continuous
support. :

Bart De Smet - -Jozef De Mey

Ghairman of the Board
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Alook back over 2009 ] 7

Fortis negotiated long and hard for the best transaction :
for shareholders -
Following the rejection by the General Meeting of Sharehol ders :
of Fortis SA/NV. of the revised transaction on 11 Fabruary, Fortis
resumedt discussions with BNP Paribas and the Belgian state;
negotiating hard for improved terms: A third, further improved
agré@mem was finally reached on 6 March for submission to
the shareholders, Under this revised tran@aet:on Fortis would
 sell 25% of Fortis Insurance Belgium to Fortis Bank. In addition, w (Article 91).
RPI would buy a somewhat larger structured credit portfolio ‘ .
from Fortis Bank, At the same time, Fortis’s exposure was limited
to amreguity investment of EUR 760 million (45% of the equity
of RPI). Fortis also retained the opportunity to benefit from a
potential upside of these assets at a futlre date: Furthermore,
Fortis would no longer be required 1o make an upfront payment
of EUR 2,35 billion related 1o the settlement of the CASHES
financial instrument (as this was replaced by an interest payment
mechanism), and would have the benefit of a cash-settled
option granted by the Federal Participation and Investment -~
Corporation (SFRPI/EPIMY; linked to the BNP Paribas shares /
wied by the SEPIFPIM (replacing the ‘Coupon 42" mechanism).

& SeniorManagement Forum: = Brissels

31 _ JANUARY | 11 FEBRUARY .
The Belgian state, Fortis and BNE Parlbas The \;zene?raf Meetmg of Shareholders of Fortis SA/NV
agree to amend the Protocol signed on rejects the proposals to approve the transactions
10.0ctober 2008, with the Dutch state and those with the Belgian state

and BNP Paribas. It approves the appointment of

Jozef De Mey, Georges Ugeuyx and Jan Zegering Hadders

as non-executive members of the Board of Directors.
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Shareholder approval and a new dawn for Fortis .
The Ceneral Meetings of Shareholders of Forlis SA/N\{ gmd
Fortis NV, were held on 28 and 29 April 2009 reﬁSpPGh\/dy in

Ghent and Utrecht, After a very long and protracted process,

shareholders of Fortls SA/NV and Fortls NV, finally voted
irifavour ol the revised transaction with the Belgian state and

Strengthened Board with greéater accountability :
The Board of Directors was further strengthened at the same -
shareholders’ meetings by the appointment of Frank Alr:'fsi G
Guy de Selliers de Moranville, Roel Nieuwdorp, Lionel Perland

Shaoliang Jin, who were appointed non-execiutive directors.

They joined the Board alongside Jozel De Mey, Kar@{ De E}Qeck /;

and Jan Zegering Hadders. Guy de Selliers de Mofanvx ‘a Wd{;
subsequently appointed Vice- Chairman of Fortis. :

The newly structured Board implermented a n@\‘/v‘géverf“iaﬁ;:'é

@

uneration Committee,
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dividend of any gains from the exercise or monetisation — -
partially or i1 full = of the option on the BNP Parlbas shares,

New leadership for a new Fortis
On 15 Jdune, Bart De Smet was appointed the new CEO
of:-Fortls: Ahighly experlenced insurance professional,
Bart De Smet was considered the ideal candidate to take
Fortis forward as a stand- alon@ insurance group. He replaced

- Karel De E%omk, o whom F«ortts owe& a dabt of grat;tude for
his personal contribution towards achieving the terms of an
acceptable transaction with BNP Paribas and the Belgian state,
and for his excellent work during many years at Fortis.

Inthe weeks that followed, Fortis further strengthened the
management team, appointing Bruno Colmant as Deputy CEO
and kurt De Schepper as Chief Risk Officer together with - /
Bart De Smet to form the Executive Committee. At the same
time a newly structured Management Commitiee was

announced; composed-of the three members of the Executive

Committes plus Palrick Depovere, CFO, and the heads of

the four future business segments: Steven Braskeveldt,

CEO Continental Europe; Anfonio Cano; CEQ-AG Insurarice;
Barry Smith, CEO United Kingdom, and Dennis Ziengs, CEO Asla;
The new structure has been fully operational since 1 January 2010.

With key appointments made and the strategic planning
process in full swing, Fortis was back in business mode
and fully focused on delivering value for its customers
and shareliolders,

The/oempany,tepoﬁed a half-year group net profit attributable
to sharehéidérs of EUR 886 million; including an insurance

et profit of EUR 228 million. Inflows ininsurance were in line

with the same penod in 2008. Considering market conditions,
this represented a solid performance that continued in the third
quarter and led to a full-year net profit of EUR 456 million,
generating a full-year net profit of EUR 1,192 million for the group.

A clear strategy focused on partnerships in Europe

and Asia

A promising new insurance partnership with Tesco in the UK
was also announced, representing some 500 new jobs in

the UK and expected to generate more than EUR 570 million

of additional annual gross written premiums from the first year.
This fransaction was quickly followed by a strategic partnership
in Italy with BNP Paribas Assurance and UBI Banca. The decision
to partner with UBI Banca, a leader in non-life insurance
distribution via banks in Italy, will allow Fortis to deploy its
growth plans in this important market.

The conclusions of Fortis's strategic review were announced on
25 September 2009 and presented at an Investor Day. The key
elements were that Fortis; as an international insurance group,
plans to-excelin partnerships with leading local distribution
partners in Europe and Asia. This is a core competence of Fortis,
making it the foundation of the company’s growth. Fortis will
continue to capitalise on its strong market positions in‘stable
and cash-generative core markets in which it is:a leader, while
at the same time seeking a presence in'a number of selected

B 12 MY

GClosing ot the
fransactions between
Forlis, the Belgian
state, Fortis Bank and
BNP Paribag

Bart De Smet s
appointed CEO
from 1 July.

The mew orqamsaﬁanal structure
supervised by the Board of
Directors, consists of an Executive
Committee and a Management
Committes.

fl 11 SEPTEMBER |

Tesco Personal Finance PLC

and Fortis UK Ltd conclude a new
partnership providing motor and
household insurance.
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Fortis in 2009
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Rebuilding our company | 13

“| feel very confident that we are well positioned to continue to build our franchise as

a solid and conservatively managed international insurer with a good balance between

stable cash-generative activities and exciting growth opportunities founded on our

established expertise and partnership skills.”

Bart De Smet, CEO Fortis

A Transaction Closing Ceremony - Thailand

and our commercial performance has demonstrated its
resilience this past year. This should be seen in the context of

a very challenging market environment, which also impacted
customer behaviour. Low investment income has brought into
qguestion the attractiveness of life product offerings, and we saw
higher claims in the non-life sector. Despite a sound performance,
there is certainly no room for complacency and we must always
strive to do better. We believe there is a lot of growth potential

in the company and so we expect continued improvement in our
financial performance over time. Given the uncertain start to 2009,
we are particularly pleased that we have been able to stabilise
the company and that we have created strong fundamentals for
a solid company going forward.

Why do you place so much emphasis on partnerships?

A company should always play to its strengths. Partnerships
are a proven core competence for Fortis, and we believe it to be
a strong basis for growth. We have the advantage of being able
to transfer successes and learnings between markets. In many
markets we represent the gold standard for partnerships so

this was an obvious area of concentration for us. Given that we
no longer own our main global distribution channel, our future
success will be determined by our ability to team up with
best-in-class local distribution partners.

Is Fortis in a position to make acquisitions?

Fortis is very well capitalised with EUR 1.3 billion of discretionary
capital available to fund growth, among other things. We have
confirmed that we will grow organically and through selective
acquisitions, but we will only embark on the latter if they meet

strict financial criteria. We do not anticipate large-scale acquisitions
in the near future and we intend to proceed prudently. So the
emphasis is on finding the right opportunities, but not at any cost.

What other aspects of the strategy have yet to be finalised?
The strategy exercise is not a static process with a beginning
and an end. It will continue to evolve over time and will be
reviewed on an ongoing basis in the context of opportunities we
identify or other external factors. The markets remain volatile
and we must stay alert at all times. We are exploring ways to
further simplify the group’s structure. The management of the
General Account, with the aim to extract as much value as
possible from the remaining legacy issues, is another priority.
This would also contribute to a clearer understanding of the
group as | notice that a lot of investors and analysts have refrained
from looking at Fortis because of this perception of complexity.
Finally, we have also embarked on the process of developing a
new brand to mark our new beginning as a group.

What improvements have been made regarding

the organisational structure?

We have simplified the management structure significantly and
imported new talent into the company. We have structured the
management in a way that allows us to manage legacy issues
separately, reducing the risk of disrupting our day-to-day
business operations. At the same time, we have increased the
accountability of management in the field, elevating the regional
CEOs to Management Committee level, which recognises our
international strategy and decentralised approach. Our lean
management structure will shorten the communication lines
between the business and corporate centre. This will facilitate
our decision-making process, allowing us to act more quickly
and with greater efficiency.

Has Fortis finally put its problems behind it?

While we have made good progress on a number of fronts,
there is no room for complacency. The closing of the revised
transaction with BNP Paribas and the Belgian state was, of
course, an important turning point, in that it allowed us to take
back control of our destiny. But a lot of work remains to be done.
We stabilised the company, strengthened our financial position,
announced a new strategy and put in place a seasoned team to
deliver on that strategy. But legacy issues remain, and we fully
intend to face up to them.
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A challenging year for the insurance sector

2009 proved to be another tough year for the insurance sector, with a series

of challenges and significant market-related events having a structural impact

on the business.

SUMMARY

The environment for the financial sector in 2009
remained volatile - and the insurance sector certainly
was not immune. With traditional bancassurance
dissipating and a desire for more simplified business
models, the insurance landscape is going through

a period of fundamental change. In addition, and faced
with the reality of new capital adequacy regulations,
Fortis, along with its competitors, is focused on
meeting the requirements of Solvency Il by 2012.

The underperformance of the equity markets and
concerns over the state of public debt in some countries
are forcing the insurance sector to rethink its investment
strategies. At the same time customer behaviours are
changing in response to the current economic and
financial environment.

The gradual unwinding of the integrated bancassurance model,
which had already begun to develop in recent years, was perhaps
one of the most fundamental trends. This bancassurance
concept was first adopted by banking and insurance groups in
the early 1990s, driven by a number of factors. Bancassurance
created the opportunity for an integrated business platform with
counter-cyclical earnings streams and a positive diversification
impact on capital. From a business perspective this model
created synergies in respect of distribution and cross-sell potential
beyond banking and insurance, including asset management
and other complementary product portfolios.

An increasing number of bancassurers today are reassessing
whether they are the best owners of each asset they hold.
More and more financial groups have concluded that it is better
to separate the ownership and rely on other business models
such as the establishment of long-term distribution contracts
between insurers and banks or the creation of joint ventures.

EU requirements affecting beneficiaries of state aid, stronger
capital requirements driven by new regulations and a desire to
simplify current business models are just some of the factors
driving this process. The trend is likely to be the catalyst for
fundamental change in the insurance landscape in many
European countries, specifically in markets such as Belgium and
the Netherlands, which have historically been at the forefront of
bancassurance. A number of new players or old players under
a new name will begin to emerge.

In addition, insurance companies have once again been facing
volatile financial markets. While equity and structured credit
markets were a big source of concern in 2008, the significant
recovery in 2009 should have resulted in some interesting
returns on investment portfolios. However, as most insurance
companies structurally divested equities in 2008 and remained
very prudent in taking new equity positions, the positive impact
of this trend has been quite limited.
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By the end of the year, concerns were growing about the
financial reliability and potential risk of default of a number of
sovereign countries, including Dubai and Greece. With public
debt burdens running at levels of around 90% of GDP and even
higher in countries like Greece and Ireland, the expectation is
one of notably lower growth. Even in the EU, the critical state of
public finances in some countries has led to uncertainty about
the capacity of these nations to refinance their outstanding debt.
This has resulted in a significant increase in risk premium on
outstanding government bonds. Insurers, as significant buyers
of these bonds, have been forced to rethink their investment
policies and to assess the best response to this changed risk
environment. At the same time insurers are faced with the need
to identify attractive investment opportunities with acceptable
risk levels, in order to remain competitive in terms of product
offerings. The need for many countries to balance their budgets
over time could result in higher taxation and lower disposable
income for their citizens.

=0, temns
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A Tearmn Meeting - Turkey

Looking specifically at the life business, it is interesting to note
that concerns have shifted away from balance-sheet issues,
such as capital adequacy, towards operational and commercial
challenges. The latter translate into volume issues, but also the
necessity for competitive product offerings.

Life insurers are also confronted in the current economic and
financial environment with the need to adapt to changing
consumer behaviour. The crisis has led, for instance, to
increased savings ratios in most of the developed economies.
Life insurance products with guaranteed rates remain attractive
to policyholders because returns are generally higher than
savings or deposit accounts. What’s more, the dilemma of
ageing populations has pushed the financing of pensions back
onto the public agenda in most developed countries. Present
market conditions also provide opportunities, such as the
simplification and standardisation of product portfolios.

In the non-life market — and particularly the non-life segment —
insurers were faced with ‘large loss’ claims in the first half
and with an increasing frequency, and this will remain a
challenge in 2010. Fierce competition and the recession have
caused pricing pressure, resulting in a general deterioration of
combined ratios across borders. In certain non-life segments
and countries, overhangs from prior-year loss provisions have
had a positive impact on earnings. Going forward, it is expected
that the industry will have to adjust prices to address a number
of structural changes in risks, while claims management
requires a continuous focus.

Finally, insurance companies will have to make progress in 2010
on Solvency It — the new capital adequacy framework expected
to become effective as of 2012. The regulations are still being
discussed, and so the final impact on the solvency ratio’s of
insurance companies remains uncertain.

s N
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Our business activities

Management'’s desire to be close to the business was reflected in 2009 in the

decision to reorganise Fortis’s management structure. As of 2010, the financial

reporting of the international insurance activities will be fully aligned with the new

organisational structure. As such, Fortis Insurance International will be split over

three business segments: the UK, Continental Europe and Asia.

SUMMARY

Despite a testing environment, Fortis has continued to
make good progress in its business activities. A new
simplified organisational structure was put in place to
support the company’s operations in Belgium, the UK,
Continental Europe and Asia. Fortis maintained its
reputation as a product innovator picking up a number
of high-profile industry awards. Within Belgium,

AG Insurance also extended its market lead in both the
life and non-life sectors. Internationally Fortis continued
to grow through joint ventures with important partners
including Tesco and Toyota in the UK and in Italy
through an international partnership with UBI Banca in
the non-life sector. In Asia key relationships in Malaysia,
China, Thailand, Hong Kong and India were further
solidified providing strong endorsement for

the strategic plan.

AG Insurance

The Belgian insurance activities, operating since June 2009
under the name of AG Insurance, have a long-standing history.
In 2009, total gross inflow amounted to nearly EUR 7 billion and
the company served more than 2.5 million customers. Some
75-80% of this income related to life insurance and 20-25% to
non-life. AG Insurance currently employs more than 4,000 people
(excluding Fortis Real Estate), located mainly in Brussels and in
the regional offices in Antwerp and Charleroi.

AG Insurance delivers a comprehensive range of life and
non-life products. It operates a multichannel strategy by selling
its products to private individuals and to small and medium-
sized enterprises (SMES) via over 3,000 independent brokers
and via the bank channel of BNP Paribas Fortis branches,

the branches of its subsidiary the Belgian Post Office Bank
(Bangue de La Poste/Bank van De Post) and the branches of its
second brand Fintro. AG Employee Benefits is the dedicated
business unit selling group life and health-care products, mainly
to larger enterprises.
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AG Insurance extends its market leadership

In 2009, in difficult market circumstances, AG Insurance
strengthened its market leadership position in life (both retail and
group life), while consolidating its market share in non-life. In life,
AG Insurance’s market share at the end of the third quarter stood
at 32% in terms of inflow, compared to 26% in 2008 - a net
improvement and confirmation of its number one position in life.

In non-life, AG Insurance reinforced its number two position with
a market share of about 15% in terms of gross written premiums
at the end of the third quarter 2009.

Our business activities - AG Insurance
Inflow per distribution channel (EUR million)
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Our business activities - AG Insurance
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Fortis Real Estate

The real estate activities of AG Insurance are performed by
Fortis Real Estate, a fully-owned subsidiary. Fortis Real Estate
is the largest and most versatile real estate group in Belgium,
active in asset management, development and public car
park management.

Assets under management totalled EUR 5.2 billion at
the end of 2009 and include the real estate investments of
AG Insurance as well as third-party investments.

In 2009 Fortis Real Estate completed real estate
investments worth EUR 324 million on behalf of the group,
including a 50% stake in the Brussels Trade Mart, the retail
centre Centre Monnaie in Brussels, the Carrefour
distribution centre in Kontich, the mixed use complex in
Ghent South and several public car parks, thanks to which
we reinforced our position in Western Continental Europe,
chiefly ltaly and Spain.
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“I’'m delighted that Fortis’s core values include a belief in
‘solid partnerships’; above all because that aligns perfectly

with our own strategy.”

Antonio Cano, CEO AG Insurance

Operational highlights
Fortis Insurance Belgium was successfully rebranded as
AG [nsurance on 22 June 2009.

f

L\

INSURANCE

As Belgium's foremost Insurance company, AG Insurance
occupies an essential position in the Belgian societal and
economic environment, enabling its retail and business
customers to protect themselves against risks related to life
and to their activities.

To that end, AG Insurance paid compensation amounting to
EUR 0.9 billion in non-life insurance in 2009. In addition, more
than EUR 4.9 billion was paid within the framework

of life insurance contracts, including guaranteed returns and
profit sharing.

AG Insurance pursued its strategy of product and service
innovation in both life and non-life in 2009. Here are some
examples:

- The spotlight in individual fife was on savings products with a
guaranteed interest rate. Given the steep yield curve with low
interest rates, this type of product offers successful alternatives
for traditional bank savings accounts. A continuous flow
of capital-guaranteed unit-linked products was launched,
anticipating increasing customer demand for such funds.

+ AG Insurance continued its development in group life and
health-care in the fast-growing market for sector-wide
pensions and health-care plans. Successes included realising
the group health-care contract for the transportation and
construction sector, taking the number of insured over the
one million threshold. Initiatives reinforcing the provisions of
defined benefit plans contributed to strong growth in group life.
‘Pension@work’ — a product that exploits untapped potential
in the SME group life market, and which was already offered
through brokers — was rolled out through the bank channel.

In non-life, AG Insurance pursued its product innovation strategy
with the launch of several new products in the retail market, such
as the new ‘Franchise 0-Click’ for comprehensive motor insurance
and the ‘Turbo Bonus’ in TPL' motor insurance. Product innovation
also continued in the SME market, with the launch of the new
products ‘TPL D&QO' (directors and officers liability insurance) and
Transport’. The range of non-life ‘packs’ has been extended to
include specific covers for physiotherapists. Flexible multicover
concepts like ‘Familis’ and ‘Modulis’ sustained a solid growth rate.
At the end of 2009, there were almost 470,000 Familis policies in
portfolio, while the number of Modulis policies stood at 75,000.

Two independent Belgian surveys, conducted by ICMA and

AT Kearney, show that, notwithstanding the fact that AG Insurance’s
image suffered from news related to Fortis, it has nevertheless
maintained its leading position as the privileged partner to brokers.
The customer satisfaction survey for AG Employee Benefits also
confirmed the maintained confidence of its customers despite the
situation of Fortis and the economical and financial environment.

In collaboration with UCL (Université catholique de Louvain),
AG Employee Benefits launched a chair on the security of pensions
(Pension Valuation and Solvency).

in addition to its innovative approach and actions to reinforce its
operational excellence, AG Insurance continued to leverage
cross-selling and multichannel expertise:

- The distribution agreement with BNP Paribas Fortis, which
stipulates that AG Insurance is the exclusive insurance provider
for the bank, was confirmed in 2009 and will continue until at
least 2020.

- Modulis VIP, the unique synergy distribution model between the
banking and broker channel, is well on track. In less than two
years, more than 20,000 leads have been generated, involving
more than 1,000 BNP Paribas Fortis branches and 3,000
brokers. Today, more than 45% of leads have been converted
into Modulis VIP contracts.

« The cross-sell approach in group life between AG Insurance
Employee Benefits and BNP Paribas Fortis Commercial
Banking has been reinforced.

1 TPL.: Third Party Liability
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The disentanglement of the former Fortis group required
AG Insurance to embark on a repositioning project, which will
continue in 2010. This project aims to prepare AG Insurance to

operate as a successful stand-alone insurance company in the future.

AG Insurance SRI Funds

Socially Responsible Investments funds (SRI) are funds
invested in companies that respect human rights and

the International Labour Organisation Treaties. Companies
that lack a socially responsible approach are excluded from
the SRI funds. AG Insurance compiles its SRI portfolios on
the same basis as its Multi-Enterprise portfolios. Companies
with activities in the field of weapons, animal-testing,
tobacco, gambling, pornography, nuclear energy or
chemical products are then excluded. The SRl funds
privilege companies that belong to the Ethibel Excellence
Investment Register.

PRIAS

Where insurance
ets better with age

M S

A RIAS sponsored charity show — United Kingdom

Fortis Insurance International
United Kingdom

Fortis UK is a leading national provider of non-life and life
protection insurance solutions. The company’s successful
customer-focused strategy aligns its activities with how
customers want to buy insurance. The approach is based on
the delivery of high-quality and innovative products and
services, manufactured at costs better than market norms.
Fortis is the affinity partner of a number of very strong brands
such as Marks & Spencer, Tesco, John Lewis Partnership,
Toyota, the Post Office, AA and many others.

Our business activities - Fortis UK
Business Mix
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Owned 25%
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84%
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RIAS - a subsidiary of Fortis UK that targets customers over the
age of 50 — was ranked in the top two car insurance providers in
the UK for customer communication, helpfulness, value for
money and performance, as voted by 20,000 Auto Express
readers in the 2009 ‘Driver Power’ survey. RIAS itself has over a
million customers in a growing market segment.

Fortis UK recorded a gross written premiums inflow of around
EUR 920 million — a substantial year-on-year increase of 6%. It
also benefited from strong capitalisation levels, with EUR 392
million reported in 2009, or 269% of the minimum capital
required by the FSA.

Fortis UK serves some seven million customers and employs
nearly 3,000 people.
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“In these uncertain times general insurance professionals are not immune to the impact

of public confidence, making it more important than ever that we adopt the highest

standards of professionalism and are clearly seen to be adopting such standards.”

Barry Smith, CEO Fortis UK

New joint ventures fuel growth in UK

Despite the global financial crisis, Fortis UK was able to maintain
its position as eighth biggest personal general insurer in the UK.
In addition, the recently announced partnerships with Tesco,
Toyota (GB) PLC and its insurance partner in the UK, Aioi Motor
and General Insurance Company of Europe Limited, reinforce
Fortis as one of the leading insurance solutions providers

and are set to make Fortis UK the second largest car insurer

in the UK.

Fortis UK Market Position
Top Car Insurers (by # cars insured)

AR RN AU RN N N 6>
N 1835

Fortis _ “ 1,704

HBOS | [EEPA

1,181

0 1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000

Aside from its partnerships, Fortis saw very good progress in
the development of its new life protection business, which not
only grew market share to 3.8% from a standing start, but has
also continued to win awards for its innovative customer-centric
products and service delivery.

Fortis is also a market leader in operational efficiency —
Datamonitor ranked Fortis ‘most efficient insurer for motor
claims in 2008’ for the sixth consecutive year and ‘most efficient
insurer for household claims in 2008'?

Operational highlights

Fortis UK continued to implement its strategy of building
sustainable partnerships by providing award-winning products,
servicing capabilities and a range of innovative distribution
channels. This ensured effective growth in 2009 and built a strong
platform for further growth in 2010. Here are some examples:

1 Based on EMB Analysis of FSA Returns 2008 (published August 2009).
2 Based on the top ten largest motor insurance providers by GWP and the top 20
largest household insurance providers by GWP.

.

Significant new partnerships, including a new contract with
Tesco (Tesco Insurance, in which Fortis has a 50.1% stake),
beginning in 2010, and Toyota (GB) PLC, generating over
500 new jobs in the UK. These partnerships will add a further
1.5 million motor and household customers to its current

7 million customer base.

- Fortis Life saw a successful first year of trading in the life

.

.

protection market. It currently receives more than 600
applications a day and provides cover to 38,500 customers.
Products are distributed through Independent Financial
Advisers (IFAs) and affinity partners. By the end of 2010,

it is planned that Fortis UK protection products will be available
to the whole of the IFA market.

The existing partnership with the Post Office for private car,
household and travel insurance has been expanded to the

UK SME market. A new five-year transaction with Post Office
Financial Services (POFS) to launch a suite of commercial
products was agreed and implemented during 2009.
Expansion occurred into the UK commercial SME market, based
on further investment in broker relationships, electronic trading
platforms to maximise service efficiency and strengthening

the breadth and depth of our product range. This included

the delivery of a number of new commercial proposition
developments including the launch of fleet insurance.

- A new underwriting partnership with personal lines and niche

insurance provider UK Underwriting, as part of a five-year
partnership, gave Fortis access to a wider range of products
and services.

- Fortis UK’s Chief Executive Officer, Barry Smith, was elected

.

president of the Chartered Institute of Insurance.

Fortis UK built on its reputation as a product innovator, by
introducing new and enhanced product offerings including
further enhancements to its online travel platform ‘Broker
Travel Web’ for brokers which resulted in the number of
policies purchased via this system doubling in the last half of
2009 compared to the same period in 2008. On the basis of
this innovation Fortis UK was named as a finalist by Insurance
Times for its E-Business award.

A unigue and dynamic approach to protection underwriting
including a signature-free process, no automatic requirement
for GP reports, and no ongoing duty of disclosure has been
positively received by the industry. The Innovation Award for
Real Life Cover highlighted the attractiveness of incorporating
all essential protection needs into a single plan.



The Green Insurance Company

‘The Green Insurance Company’ {TGIC) is a wholly-owned
subsidiary of Kwik-Fit. In 2007, Kwik-Fit launched a
proposition for ‘Green Insurance’ taking customers further
down the ‘green’ path by providing a ‘green’ community,
offering ongoing education and through which those
interested could network and share ideas. The product is
unique in providing 100% carbon offset free of charge and
low emissions discounts. Fortis Insurance Limited’s
underwriting protocols aim to reward ‘green’ cars and
environmentally friendly procedures were already in place
across the organisation. End 2009, the results are
impressive: 4,000 customers since launch with 1,500 new
customers joining per month.

« Winner of the Incisive Media ‘Gold Standard Award’ for the

second consecutive year. This significant recognition assessed
the company’s performance across the five elements of

trust, fair value, financial strength, service and its capability to
conduct business well. Such is the high standard demanded

of Gold Standard Award nominees that only a few companies
are accredited each year. Fortis UK is the only general insurer
to have won this award.

Top insurer for ‘personat line underwriting’ and ‘personal lines
claims service' (Professional Broking Sentiments Survey, May
and October 2009).

+ Top insurer in terms of service levels compared with ten

other major insurers (Institute of Insurance Brokers (IIB) Survey,
April 2009).

- Winner of the ifs Financial Innovation Award for ‘Most Effective

Insurance Initiative or New Product’ for ‘YourLife Plan’ and
‘Real Life Cover’ propositions.

- Datamonitor ranked Fortis as the most efficient insurer for

motor claims in 2008 for the sixth consecutive year, and the
most efficient insurer for household claims in 2008.
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Continental Europe

The Continental Europe segment consisted of insurance
activities in seven countries at the end of 2009: Portugal,
Luxembourg, France, Germany, Turkey, Ukraine and the recently
launched operation in Italy. This segment operates through a
mix of leading positions in mature markets with smaller positions
in fast-growing markets. These generated premium income of
around EUR 3.9 billion in 2009, of which 94% was realised in
life, and 6% in non-life. The workforce numbered close to 1,400
people at 2009 year end.

As part of Fortis's global strategic review, the Continental
Europe segment took a number of initiatives in 2009 to align its
portfolio to the changed economic and corporate environment.
Each entity was assessed in terms of its position in the market,
its critical size and its ability to generate a meaningful contribution
within three to five years. This led to the decision in the second
half of 2009 to sell the Luxembourg non-life activities and to
place the life business in Russia in run-off. Going forward,

a three-stage approach will be applied to actively manage Fortis
Continental Europe’s portfolio. First of all, the focus will be on
Fortis’s core competencies, including strengthening partnerships,
expanding multichannel distribution, and innovating the product
offering. Secondly, the current portfolio is continuously being
assessed, to determine where sub-scale activities will be
strengthened or divested. And thirdly, selective investments in
areas of growth will be made — no greenfields, adherence to
investment criteria and in line with strategic purposes.

Fortis aligns activities with new strategy

- The joint venture with Millenniumbcp in Portugal is a top tier
player, active in both life and non-life insurance.

« In Luxembourg, Fortis offers life insurance through the network
of BGL (formerly Fortis Banque Luxembourg), and enjoys a
leading position in cross-border life insurance.

- Life insurance is sold in Turkey via Fortis Bank and agents.

- Life products are offered in Germany via independent brokers,
telemarketing, fee-based advisers and Von Essen Bank.

- In Italy, Fortis (together with BNP Paribas Assurance) has agreed
an international partnership in non-life insurance with UBI Banca,
the country’s number four bank, serving four million banking
customers. The European and local regulatory authorities
approved the transaction at the end of December 2009 and the
company enters the consolidation scope as of 1 January 2010.

e e
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“The challenge of constantly creating new solutions, of surpassing expectations,

of doing more, of doing different, of doing better, was and will continue to be the

Company’s path to remain in the first line of innovation in the Portuguese insurance

market, building on Millenniumbcp distribution skills and on Fortis know-how.”

Francisco Lino, CEO Millenniumbcp Fortis

- Fortis is a smaller life player in France, focused on small
businesses and self-employed and affluent retail customers.
- In Ukraine, Fortis sells life insurance mainly through agents.

Operational highlights

« Fortis responded swiftly to shifting customer demand in
Portugal with, on the life side, an innovative new pension
product that addresses customers’ increased risk aversion.
Non-life saw the launch of new motor and pet insurance
products. The specialised agent pool set up in 2008 to
promote non-life products in the small business segment
was further developed and now consists of around 300 agents
and brokers.

+ New guaranteed-return products were successfully launched

in Luxembourg.

In Germany, Fortis introduced the innovative HonorarKonzept

distribution concept. This fee-based adviser network provides

customers with specialised financial advice in a transparent
and objective way, as the consultants’ fees are paid by the
customer directly rather than via commissions.

« The recently signed distribution agreement with the online
provider Sicavonline in France has broadened the distribution
of Fortis France’s life products and will serve as a lead-
generator for the agent network.

- The agency channel created in Turkey in 2008 now works with
around 100 of the top 250 agents. A new initiative focusing
on subagents was launched in 2009, in which the strongest
agents are offered support in hiring talented new salespeople
and building the necessary infrastructure.

Our business activities - Continental Europe
Business breakdown (Gross infiows FY 09: EUR 4 billion)
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Product Mix

Regional breakdown

A Joint venture agreement - ltaly

Recognition by customers and sector organisations of

Fortis’s efforts to constantly improve its products is reflected in

the numerous awards received by the different businesses:

« Médis (Portugal) received the ‘Superbrand’ award for
the fourth time in a row, and the ‘Brand of Excellence’, both
presented by Readers’ Digest.

« Germany received high marks for its supplementary disability
insurance from Morgen & Morgen.

+ Occidental Vida (Portugal) was awarded the prize for
‘Best Large Life Insurance Company’ by Exame.

« France won the ‘Label d’Excellence’ — awarded by Les Dossiers
de I'Epargne — for its new retirement product ‘Forticiel
Génération 2'.

Our business activities - Continental Europe
Distribution breakdown (Gross inflows FY 09: EUR 4 bitlion)
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Doctors of the World

Since 2008, Fortis Insurance International has supported
the international humanitarian organisation Doctors of

the World. Doctors of the World has an international network
with charity projects in all the countries in which Fortis has
its operating companies and joint ventures. This organisation
gives medical and humanitarian support to people who
cannot afford to pay for it or who have been overlooked or
excluded. That's something that speaks strongly to an
insurance company active in health plans and life insurance
and which is ultimately concerned with the weliness of people.

In 2009, Continental Europe decided to continue to support
Doctors of the World. Its example was followed by Fortis
Lebensversicherungen Deutschland and Millenniumbcp Fortis.

Asia

Since 2001, Fortis has selectively entered high-growth markets
in Asia, where it has successfully built high-value-added
insurance operations. Fortis is active in five countries in the
region, through a fully-owned subsidiary in Hong Kong, and
partnerships with local operators in China, Malaysia, Thailand
and India, offering a full range of insurance products through
multichannel distribution platforms.

Strategy confirms Asia as key market for growth
+ Mayban Fortis has been active since 2001 in Malaysia’s life

and non-life insurance markets, as well as asset management.

It has achieved leading positions in new business for life
insurance, gross written premiums for non-life, and family
takaful. Fortis holds a 31% stake in Mayban Fortis. The
operating companies were rebranded at the end of 2007 as
eTiQa, which has since grown into a leading brand.

« In China, Fortis owns a 24.9% stake in Taiping Life, the
country’s seventh largest life insurer. Products are distributed

through Taiping Life’s national network of more than 600 offices

and over 60,000 insurance agents, and by way of distribution
agreements with several major Chinese banks, which jointly
have a network of over 20,000 branches.
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Our business activities - Asia
Distribution and regional mix 2009 (%)
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Bancassurance

2009

- In Thailand, Fortis has been a major shareholder in Muang

Thai Group Holding since 2004. It currently has an economic
interest of 31% in Muang Thai Life Assurance, and 12% in
Muang Thai Insurance Public Company Ltd, which is listed on
the Stock Exchange of Thailand. Muang Thai Life Assurance
ranks number three in the life insurance market, while

Muang Thai Insurance Public Company Ltd is number five in
the non-life market. The operating companies have developed
into a fully-fledged and significant multichannel distributor with
market leadership positions in bancassurance and agency
productivity. In November, KASIKORNBANK (Thailand’s
number three bank) increased its stake in the joint venture in
Muang Thai Group Holding to 51%, becoming a reference
shareholder in the partnership.

« Fortis Insurance Company (Asia) Ltd (FICA) has been Fortis’s

wholly-owned subsidiary in Hong Kong since 2007. Distribution
occurs primarily via the company’s in-house agency sales force,
which is the fifth largest in Hong Kong. FICA is also an active
participant in the Independent Financial Adviser channel.

The company ranks among the top ten life insurers in terms of
new business premium income in Hong Kong.

In India, Fortis owns 26% of IDBI Fortis Life Insurance
Company Ltd, a joint venture with Industrial Development
Bank of India and Federal Bank since 2008. IDBI Fortis selis
life insurance through the partners’ extensive networks of over
1,100 branches and also via agents. Alternative distribution
channels are under development. The IDBI Fortis greenfield
operation launched in March 2008 got off to the strongest start
of any of the joint-venture insurers. The company passed

the one per cent market share threshold among private insurers
in India in the second half of 2009.

o S R b



24 | Fortis Annual Review 2009

RS sn

“Fortis Insurance International has contributed significantly in the areas of

bancassurance, product development as well as insurance management. The strong

synergy created between our organisations would be the key driver to achieve our

objective, which is to be the leader in the Thai life insurance industry.”

Sara Lamsam, CEO Muang Thai Life Assurance

Operational highlights

+ Malaysia: Mayban Fortis successfully concluded the three-year
merger programme that started in 2006 with the acquisition of
MNI and Takaful Nasional. The corporate restructuring into two
core entities - eTiQa Insurance and eTiQa Takaful — achieved
a new milestone with the integration of the former Mayban
General Assurance Bhd. The group embarked on a renewed
three-year strategic plan with the goal of breaking away
from the competition and becoming the ‘National Insurance
Champion’ in Malaysia.

- China: Taiping Life maintained its solid position in China’s life
insurance industry with a premium income of almost
EUR 2.4 billion and 2.8% market share. In the course of 2009,
the company expanded its agency sales force to over 60,000
and a national network of more than 600 offices.

« Thailand: KASIKORNBANK forged closer ties with Muang
Thai and Fortis by increasing its stake in Muang Thai Group
Holding Company to 51%. This stronger and broader three-
way partnership will further solidify Muang Thai’s already highly
successful business and will accelerate the growth of sales,
revenue, and value creation.

+ Hong Kong: the full launch of the Business Oriented Support
System (BOSS) was an important milestone for FICA in 2009.
The new service platform helps increase productivity and
operational efficiency, while simultaneously enhancing the
professionalism of our consultants. The customer experience
has also benefited, as customers are now offered an e-portal
they can use to access online data about their policies at any
time, and to perform housekeeping tasks, such as changes of
address and fund switches.

- India: the commercial operations of IDBI Fortis got off to a
promising start, with distribution through agents and the
networks of the joint venture partners.

+ A number of “firsts” were introduced to the market in 2009
including the Multiple Critical lllness rider through Muang
Thai Group in Thailand; and an innovative Incomesurance
Endowment and Money Back Plan that offers unmatched
transparency to the customer to customers of IDBI Fortis Life
in India.

+ In China one of the key life products available through
Taiping Life, Fulu Shuang Zhi which provides accelerated
death benefits on critical illness was named the Best Health
Insurance Product in the Fourth Annual China Product
Innovation Competition.

FCBEscola Hong Kong

As a corporate citizen, FICA believes in bringing joy

and enriching the lives of children, their families and

the community as a whole. FICA is the presenting sponsor
of the FCBEscola Hong Kong — a youth football training
academy established by European Champions, FC Barcelona
and the leading local football club Kitchee. The academy
provides a long-term training programme at no charge for
young aspiring footballers with the training model based on
FCBEscola, the youth football school of FC Barcelona.

FCBEscola HK has been invited to expand its programme
to a number of local schools. Starting from September 2009,
the programme has been extended to around 1,000 students
free of charge. While the aim of the programme is to
enhance the children’s football skills, FCBEscola HK also
seeks to encourage values such as tolerance, respect and
companionship. The huge attraction of football and
FCBEscola HK programme strengthens the communication
links between the company, agents and clients, at the same
time enhancing the positive image of FICA as a responsible
corporate citizen in the community.

+ With a view to tapping into the growing market of retirees and

high net worth individuals in Hong Kong, ‘Wealth Partner’ was
launched with high flexibility in terms of tenure and the broad
range of investment choices available to policyholders.

- eTiQa in Malaysia followed up the launch of the Pesona Lady

personal product with two new products targeted at the

male segment within Maybank’s customer base. The Hero 15
and Takaful Hero 15 products provide a range of benefits in
the event of the death or permanent disability of the main
breadwinner. A first of its type in Malaysia, the product resulted
in 15,000 new policies in the first five months.

Partners in sport! FC Barcelona school in Hong Kong W
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RPN
The RPN is a legacy financial instrument that finds its origins-in
the fssuance of the CASHES by Fortis Bank: SA/NVAN 2007 The
REN( results in quarterly payments belng made o, or received
from, Fortis Bank SA/NV, Each quarterly payment is determined
based onan-annual rate:of 3=month EURIBOR plus 0.20% 1o be
made ona reference amount, The reference amount is defined as:
+the difference between EUR 3,000 million and the market value
of the CASHES, a debt instrument issued by Fortis Bank SA/NV.
as quoted by the Luxembourg stock exchange, less
«the-difference between EUR: 2,350 milion and the market value
of 1253183,288 Fortis shares beld by Fortis Bank SA/NV.

[fthe reference armnocuntis positive, Fortis Bank SA/NV pays
interest on the reference amount to-Fortis. If it s negative; Fortis
pays interest on-the reference amount to Fortis Bank SA/NV.

On 31 December 2009, the CASHES tlosed at 54.4% and
the Fortis share price at EUR 2.62. The reference amount was
therefore (EUR-654 million) on that date. In total, Fortis paid
EUR 3.0 miliion Interest on-the RRPN() in 2009 (period starting
on 12 May 2009).

Considering the complex parameters that influence the value
of the RPN(I):and-the optionality embedded in the CASHES
and in the BPN(l); Fortis has valued the RPN(I) using valuation
techniques traditionally Used o value financial derivative
instruments and has determined the fair value of the RPN()) to
be EUR 316 milion on 31 December 2009,

The Belgian state has issued a state guarantes on the RPN()
interests paid by Fortis, to the benefit of Fortis Bank SA/NV.
Fortis pavs the Belgian state an annual fee of 0.70% of the
reference amount for this guarantee.

Group Financing

Inthe period 2002-2008, Fortis Finance N.V. issued senior

debt under parental guarantee that is intechnical default as a
result of the events of September/October 2008: This amounted
o atotal of EUR9.3 bilion-outstanding as at- 30 September
2008, Because of this-technical default, note holders have been
able to request sarly-redemption of the debt. In addition, starting
on 10 Novernber 2009, Fortis Finance N.V. launched a voluntary
cash bid on its remaining outstanding debt under its European
Medium Term Notes (EMTN) programme, and on the outstanding

Inflation Linked Notes. As a result of the bid, Fortis Finance
redeemed-an -additional EUR 627 million. Asat 31 December
2009 note holders representing EUR 915 million of senior debt
decided to hold on to their bonds until further notice. This debt
will- be redeemed early or-at the maturity dates, which range
from 2010 to 2015,

In addition to senior debt; Fortis issued via Fortfintux S.A;
EUR 1.25 billion of deeply subordinated hybrid securities
called FRESH. Fortis also issued EUR 1,125 million and

USD 750 million of deeply subordinated hybrid securities =

the so-called NITSH | & Il 'and Hybrone = via'its issuing entity
Fortis Hybrid Financing S.A. The proceeds of these securities
were on-lent by Fortis Hybrid Financing in hybrid-format.1o
Fortis Bank (EUR 375 million-and USD 750 million) and

AG Insurance {EUR 750 million) respectively.

The holding entities further granted a subordinated loan of
EUR 150 million to AG Insurance and a EUR 76 million senior
loan to Fortis Insurance UK.

Proceedings in relation to FCC and Fortis Bank Nederland
As-announced in the press releases of 18 June and 26.June 2009,
Fortis challenged in‘summary proceedings before the court

of Amsterdam its alleged obligation to pay an amount of

EUR 362.5 million to Fortis Capital Company Ltd (FCC)in
relation to the redemption of Class A1 Preference Shares on

29 June 2009. Although the courtruled on 26 June 2009 that
only a procedure onthe merits can decide whether the alleged
payment obligation can be challenged and hence ordered Fortis
to pay, it also ruled that Fortis was 1o receive a double guarantee
from FCC and Fortis. Bank Nederland as security forits
compensation claim against FCC™.

On-24 August 2009, Fortis initiated legal proceedings against
FCC and the Dutch state before the court in Amsterdam

to claim compensation for an amount of EUR 362.5 million.
These proceedings are ongoing.

1 Firstly, FCC and FBN guarantee that they will not: make any payments
under the Subordinated Note, other than payment forholders of the remaining
preference shares. Secondly, FBN will guarantee with its-agsets apamount:up
tothevalue of the Subordinated Note in order 1o satisfy any judgernent against
FCCin respect of Fortis’s claim for compeansation. :
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Muman Fesources
Fortisiis an Insurance group employing 10,613 people-in
14-countries on 31 December 2009, Although the company was
in transition throughout the year under review, this fortunately
had very little effect on the quality of work performed by our
personnel at the different operating companias, who were able
o limit the impact of the year's events on clients, portfolios and
staff. An HR transition project was launched to design a new
organisation capable.of meeting the company's strategic needs
within‘its new scope. The new:HR organisation will contribute
positively 1o the company's efficiency and effectiveness through
a clear, transparent and consistent structure, comprising a
corporate dimension and four businesses.

The corporate functions have been fundamentally restructured
to align with the group’s new structure and strategy. The focus
i on:corporate tasks, leveraging on the group’s substantial
Belgian operating company and providing the necessary,

lue-added services 1o the different operating companies
rasponsible for developing the business. This willinturmhelp
manage and facliitate a high-performance company.

Fortis wants o position-itself towards its staff as the employer

of choice within the insurance sector, with the-emphasis.on
providing attractive career and development opportunities within
a-challenging environment. International mobility is one of

the levers that should allow this to be achieved.

Reporting continued in 2009 according to the old structure,

- with-employees active in three domains: AG Insurance with its

subsidiaries (5,635 FTEs), Fortis Insurance International

(4,940 FTEs) and General (38 FTES). The sharp increase in the
number of FTEs in the UK reflects the development of the business,
including Fortis Life activity, while the decrease on the part of
General is a consequence of the aforementioned transition.

Geographical breakdown of FTEs

2009 2008

Belgium . 428% 4556
066% 2601
5.2% 614

4% 590

2% 437

2,8% 801

. 208

Hong Kong : .
Other Countries

Business breakdown of FTEs

2008

Jnaurance Bel glum 53.1% 5,542
}nsurance Inté% aiamﬁal 46.5% 4718
Genera! 0.4% 114
10,374

1 Not-including Interparking.
2 Notincluding employees with an AG Insurance or a Fortis Ins
interniational contract.

vrance

“What | see when | look around m
of highly motivated people!”

%

e is first and foremost a team

Bart D Smiet, CEO Fortly
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Risks

A very specific risk Fortis is confronted with are the legacy
issues, which have been described earlier in this review.
The business risks faced by Fortis can be broken down into
the following categories:

Financial risk encompasses all risks relating to the value

and performance of financial assets including:

- credit risk, which arises from counterparty defaults and the
impact on valuations of variations in credit spreads;

- market risk, which arises from the fluctuations in equity and
property values and interest rates;

- liquidity risk, which arises from the unexpected need for cash
and potential difficulties of obtaining it at short notice; and

- concentration risk, which arises because of individual exposures
or a large aggregate exposure to potentially correlated
investments. This can also affect credit and liquidity risk.

Financial risk is the most significant exposure for many of
Fortis’s operations. The risk frameworks in place for each
operation combine a range of risk management processes,
including investment policies, limits, stress tests and regular
monitoring, to control the nature and level of financial risks.

Insurance risk refers to all insurance underwriting risks arising
from the uncertainty and timing of claims, as well as changes to
the underlying assumptions made at the start of the policy, such
as expenses and lapses. Each business manages insurance
risks through a combination of underwriting policy, pricing
policy, provisioning and reinsurance. Particular attention is paid
to ensuring that the segment of customers buying the product is
consistent with the underlying assumptions made about those
customers when the product was designed and priced.

Operational risk is faced by all companies through inadequately
controlled internal processes or systems, human error or
non-compliance, and through external events and the uncertainty
inherent in all business undertakings. Each business is responsible
for identifying, quantifying and managing its operational risks

as part of the overall policies and requirements of its risk
framework. The most significant risks are reported and
monitored at group level. For certain operational risks such as
financial losses due to fraud, computer crime, professional
liability and personal liability, risk can be transferred to third
parties through insurance arrangements.

Strategic risks also include changes in the regulatory or
competitive landscape, and reputation risks. Business strategies
need to take these risks into account by proactively identifying
and responding to risks of this nature. The company’s regular
risk identification and assessment processes include strategic
risks, which are also considered as part of the strategic review
and planning processes, and are followed up as part of the
regular performance dialogues.

Solvency

Solvency is carefully monitored at both local operational level
and aggregate group level. The solvency targets of the
insurance operations are managed by the local operating
companies and are dependent on the local regulatory
requirements, the risk profile, local stress tests, the required
rating and any additional group requirements. At group level

the aggregate solvency of the insurance operations (excluding
the General Account) are monitored against group level targets.
This target was set at 200% to ensure continued strong solvency.

internal control

As part of the risk management framework, Fortis undertakes
an annual group-wide control risk self-assessment process

to identify forward-looking key risks that could impact strategic
or financial objectives, and to assess the risk and control
framework that is in place to ensure these risks are managed
on an ongoing basis. Each business follows up on its key risks
on at least a quarterly basis and the most significant risks are
also monitored at group level. This process is described in
control risk self-assessment reports and management control
statements prepared by each business and signed at group
level by the Fortis CEO. The Board uses this process, together
with the regular risk, compliance and audit reports to evaluate
the risk profile of Fortis as well as the design and operating
effectiveness of the internal risk management and control
systems and the effectiveness of remedial actions taken.
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Our financial performance

2

SUMMARY

Thqi market environment in 2009 was both challenging
andl unpredictable. Despite this Fortis managed to
matntain the value of its commercial franchise and
the}financial performance of the company was solid.
Forﬁis reported gross inflows exceeding levels reported
in ?7‘008, while also maintaining a robust capital position.
The company continued to closely monitor and manage
its jrisk profile and a number of measures were
intr‘pduced to improve overall operational performance.
Ref!ecting the company’s confirmed intention to
reir‘j\troduce a dividend, Fortis announced a proposed
div§dend payout of 8 eurocents per share subject to
app}roval by sharehoiders at the April General Meeting
of $hareholders.

Fortis’s results for 2009 reflect for the first time the new focus of
Fortis as a pure international insurance group with a balanced
portfolio of mature and emerging activities in Europe and Asia.

Fortis’s full year 2009 net profit attributable to shareholders
amounted to EUR 1,192 million. The net profit of the insurance
operations improved sharply on last year and reached

EUR 456 million. The General Account contributed EUR 736 million,
driven by a number of exceptional items such as the capital gain
on the sale of 25% + 1 share of AG Insurance to Fortis Bank
and other items related to the transaction with BNP Paribas,

the Belgian state and Fortis Bank, closed on 12 May 2009.

Net profit of the second half 2009 amounted to EUR 306 million.
The insurance net profit remained stable compared to the first
half of 2009, notwithstanding the increase of minority interests
due to the sale of the 25% + 1 share stake in AG Insurance.

Net profit of the General Account of EUR 78 million was driven
by an increase of the value of the call option on BNP Paribas
shares and a lower negative fair value of RPN().

Insurance

Net profit

The Insurance net profit attributable to shareholders
amounted to EUR 456 million in 2009 compared to EUR 6 million
in 2008. Life insurance operations returned to profitability of
EUR 382 million after the year 2008 that was marked by
substantial losses due to adverse financial markets. Non-life net
profit after minority interests more than halved to EUR 74 million
due to higher claims in both Motor and Household.

Compared to last year, life activities investment income
improved as financial income was much less impacted by the
financial markets, a trend noticed in all countries in which Fortis
is active. Nevertheless, the results remained affected by lower
investment yields and a decrease in fee revenues related to,

on average, lower unit-linked funds under management.

In non-life, the main activity areas, Belgium and the UK, suffered
from an adverse claims experience and in Belgium specifically,

increased costs related to rebranding and separation. This led to
an increase in combined ratio’s and lower operating margins and
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fully explains the decrease in net result to EUR 74 million, well
below previous years' levels.

On a segment basis, net profit attributable to shareholders of
AG Insurance amounted to EUR 366 million. The net profit
attributable to the minority interests amounted to EUR 69 miillion
and are mainly related to the 25% + 1 share stake acquired by
Fortis Bank in May 2009. In line with the general trend of our life
activities, the improved result was driven by more benign
financial markets.

However, lower financial yields and fees related to unit-linked
have weighed on the net profit. In non-life, increased frequency
and severity of weather-related events affected Household
results while claims in Motor were higher than previous year. The
combined ratio 2009 amounted to 103.2% compared to 100.9%
in the previous year, mainly due to a higher current year claims
ratio and higher costs. Finally, the 2009 result benefited from a
one-off (DRD)' tax recovery of EUR 94 million in the first half,
largely offset by a EUR 77 million impact of the financial markets
on the investment portfolio, both impacts having mainly
occurred in the first half of the year.

Higher insurance results in the second half of 2009 were offset
by higher minority interests related to the 25% stake acquired by
Fortis Bank, resulting in stable net profit levels compared to the
first half of 2009.

Net profit of Fortis Insurance International (FlI) after minority
interests was EUR 90 million compared to a zero result in 2008.
The net profit attributable to minority interests amounted to
EUR 51 million, essentially driven by the net profit in Portugal.
The net contribution of the non-life activities suffered from the
lower contribution of the UK Motor business mainly due to a higher
frequency of bodily injury claims. This contributed to a combined
ratio for Fil of 107.8% in 2009 compared to 98.4% in 2008.

FII's net result was marked by a strong second half with a net
profit of EUR 57 million driven by better investment margins,
the absence of investment losses and a net positive one-off
result of EUR 15 miltion.

1 Dividend received deduction (DRD): tax recovery based on the
amendment to Belgian legislation concerning the tax exemption of
certain dividends.

Gross inflows

In a difficult environment, the commercial performance has
remained solid. The strong performance in the first half of the
year has been replicated in the second half: total gross inflows in
2009 reached EUR 15.8 billion, up 8% compared to 2008, with
an equal inflow of EUR 7.9 billion in both semesters. Life inflows
reached higher levels in both Belgium and the International
businesses, up 10% globally on last year to EUR 12.8 billion.
Non-life inflows were negatively impacted by adverse exchange
rates but still remained stable at EUR 3 billion.

Gross inflow levels were supported by a strong recovery of the
commercial franchise in Belgium in both life and non-life after a
difficult second half of the year 2008. The international activities
were marked by an excellent performance in the Asian partnerships
and a strong pick-up of inflows in Luxembourg in the fourth
quarter. In both segments, AG Insurance and Fortis Insurance
International, unit-linked product sales were under pressure, in
line with general market trends due to clients’ preference for life
insurance products with guaranteed rates.

Total gross inflow at AG Insurance amounted to EUR 6.9 billion,
up 9% compared to last year. Life inflows increased 11% to

EUR 5.4 billion, while non-life increased by 3% to EUR 1.5 billion.
In life, sales were mainly driven by solid inflows through the bank
channel and a strong performance of Employee Benefits.

The inflow in non-life grew more than the overall estimated
market growth in 2009, an increase of 3%, above average market
growth of 1%.

This was partly due to new business intake but also related to
tariff increases especially in the Motor segment. in both life and
non-life, the most recent Assuralia market study reconfirmed
AG Insurance’s leading market positions. Both in Individual and
Group Life, AG Insurance remains the uncontested market
leader in Belgium with a market share close to 30%. In non-life,
it remains the #2 player with a market share above 15%.

Total gross inflow at Fortis Insurance International, including
non-consolidated partnerships at 100%, amounted to

EUR 8.9 billion, up 7% compared to 2008. Life inflows were
EUR 7.4 billion and non-life EUR 1.5 billion. Non-consolidated
partnerships recorded inflows of EUR 3.8 billion in 2009 up 25%
year on year, driven by an increase in all countries, especially in
China. The Asian activities exceeded the EUR 4 billion inflow
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mark for the first time. In the fully consolidated entities,
Luxembourg Life operations delivered a strong performance in
the second half thanks to a strong Freedom Of Service (FOS)
underwriting in December 2009. French operations recovered in
the second half but could not fully compensate for the weak
performance in the first half. The Portuguese activity remained
a steady contributor with inflows close to EUR 2.4 billion. Finally,
the UK non-life activities recorded a 6% increase in inflows at
constant exchange rates, but slightly below 2008 levels at
current exchange rates, due to unfavourable currency rates.

Investment portfolio

The profile of Fortis's investment portfolio and the way it is
managed reflect the long-term nature of the liabilities. The majority
of assets are invested in fixed income securities with high ratings
and relative long durations and are managed according to a

Buy and Hold philosophy.

Fortis’s investment portfolio as at 31 December 2009 increased
to EUR 56.4 billion thanks to new inflows and a revaluation of
assets. The composition didn’'t change significantly over

the year with more than 90% invested in fixed income securities
and around 3% in equities. The credit quality of the portfolio
remained high with 99% investment grade and about 90% of
the total portfolio rated A or higher. 65% or some EUR 33.4 billion
is investment in government bonds and EUR 17.4 billion in
corporate bonds.

The increased uncertainty on some sovereign European
countries impacted negatively the value of amongst others our
South European investments, reducing our unrealised capital
gains. As a result Fortis reduced its exposure on Greece end
2009 with about EUR 850 million and in the first months of 2010
it sold another EUR 1.5 billion, mainly Italian bonds with relative
short durations {situation until 3 March 2010). The direct impact
of the re-balancing of the investments on results will be limited.
The corporate bond portfolio remained mainly investment grade,
with EUR 8.4 billion financials-related and EUR 6.5 billion in
government agencies and supra-nationals.

End 2009 Fortis Real Estate, 100% owned by AG Insurance
managed EUR 3.9 billion of assets. Total investments in 2009

4 Matilda Sedan Chair Race - Hong Kong

amounted to EUR 400 million, mainly in Belgium but also a
parking facility in Spain (accounted in 2010).

Embedded Value and Value Added by New Business (VANB)
At year end the Embedded Value increased from EUR 4.3 billion
to EUR 4.9 billion mainly driven by interest rates, solid operating
cash flows and a recovery of financial markets during 2009.

End 2008 figures have been restated to reflect, among others,
the changed scope due to the sale of 25% + 1 share of

AG Insurance to Fortis Bank in 2009 and modelling enhancements.
The scope of the Embedded Value reporting includes the
consolidated businesses but excludes the Asian joint ventures
and the General Account, reflecting the holding activities.

Value Added by New Business (VANB) came down to

EUR 69 million compared to EUR 81 million as at 31 December
2008. The decrease is mainly related to a lower Present Value of
New Business Premiums (PVYNBP) in Fortis Insurance International
while at AG Insurance the increase of VANB is due to the
improved financial markets while 2008 was substantially
impacted by defaulting bonds.

General Account

Net profit
Fortis’s General Account reported a net profit of EUR 736 million.
This mainly reflects recurring and non-recurring elements.

Among the non-recurring elements, the main contribution to the
net result of the General Account comes from the capital gain of
EUR 697 million related to the sale of 25% + 1 share of AG Insurance
to Fortis Bank in May 2009.

In addition, the General Account net result includes a number of
items, related to certain financial instruments and to the transactions
with BNP Paribas, the Belgian state and Fortis Bank, which
nearly compensates : the charge of EUR 301 million (net-of-tax)
related to the write-down of the claim on Fortis Bank Nederland
and Fortis Capital Company Ltd (FCC). Fortis believes it should
be compensated for this payment and therefore it started a
procedure on the merits against the Dutch State, Fortis Bank
Nederland and FCC on 24 August 2009. Furthermore it includes
a EUR 581 million positive net-of-tax amount for the value of the
call option on the BNP Paribas shares held by SFPI/FPIM, and
the negative fair value of EUR 316 million related to RPN().
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The recurring elements of the General Account mainly relate to
net interest income and corporate expenses (EUR 91 million). The
latter relates to staff expenses and corporate costs but also include
a material amount of one-off separation related and legal costs.

The EUR 760 million equity investment in Royal Park Investments,
remained unchanged as at 31 December 2009.

Contingent liabilities

The AFM has levied a fine on Fortis SA/NV and Fortis N.V. of

EUR 576,000 for breaches of the Dutch Securities Act. The AFM
alleges that on 5 June 2008 certain statements would have been
incorrect or misleading in respect of the solvency situation of Fortis
and that on 14 June 2008, Fortis should have made public that the
required EC remedies would imply that the financial objectives for
2008 and later could not be achieved without additional measures.
This might imply that, for the period of 5 to 25 June 2008, investors
may allege to have traded on not fully correct information. Fortis
challenges any allegations of wrongdoing and has appealed the
decision of the AFM.

Group

Shareholders’ equity

Shareholders’ net equity increased from EUR 6.8 billion as at
31 December 2008 to EUR 8.4 billion at 31 December 2009,
due to the 2009 net profit and the increase in unrealised gains
and losses recognised in shareholders’ equity (EUR 348 million).
The insurance operations represent EUR 5.5 billion, of which

AG Insurance accounted for EUR 2.9 billion and Fortis Insurance
International EUR 2.7 billion, while EUR 2.8 billion is allocated to
the General Account.

1 Discretionary capital is defined as the lower of the available cash and
the total capital of the General Account corrected for {contingent)
illiquid assets and existing investment commitments.

Capital

Fortis’s core equity amounted to EUR 8.6 billion end of
December 2009, exceeding the total consolidated regulatory
minimum requirement for the insurance activities by EUR 5.8 billion.
Total available capital of the insurance entities amounted to

EUR 6.4 billion, 231% of the regulatory required minimum. The total
solvency ratio as at 31 December 2009 was 205% for AG Insurance
and 300% for Fortis Insurance International.

Net cash position

The net cash position of the General Account as at

31 December 2009, assuming full redemption of the European
Medium-Term Notes (EMTN) and commercial paper debt
programmes, was EUR 3.0 billion, virtually stable compared to
the level end of June 2009. As per 31 December 2009, the amount
outstanding on the EMTN programme was EUR 915 million.
(compared to an original amount of EUR 9.0 billion).

At the time of the publication of its strategic review at

the end of September 2009, Fortis introduced the concept
of discretionary capital'. At the end of December 2009
discretionary capital remained constant compared to end of
June 2009 at EUR 1.3 billion.

Dividend

Fortis's Board of Directors proposes a gross dividend of

8 eurocent per share subject to approval by the shareholders at
the Annual Shareholders’ meetings of 28 and 29 April 2010.
This equals an expected payout ratio of around 41% of insurance
profits, in line with the announced dividend policy end of
September 2009.

FTEs

Fortis employed 10,613 FTEs on 31 December 2009, of which
5,635 were at AG Insurance (including 1,746 FTEs at Fortis Real
Estate), 4,940 at Fortis Insurance International and 38 for General.
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Fortis’s scope of activities

in December 2008 the Court of Appeal of Brussels ruled Fortis
to submit the decisions of the Board and the agreements of 5
and 6 October 2008 to the shareholders’ meeting of Fortis SA/NV
and to an appointed Expert Committee. This committee had to
investigate the circumstances under which the transactions
were concluded. This resulted in a revised agreement end of
January 2009, subsequently rejected by a shareholders’
meeting of Fortis SA/NV on 11 February 2009. On 6 March 2009,
a third agreement was reached for submission to the shareholders.

The main components of this new transaction were:

« sale of 25% + 1 share of Fortis Insurance Belgium to Fortis Bank;

» an equity investment limited to EUR 760 million into Royal Park
Investments (RPI) for a stake of 44.7% — the company that would
acquire part of the structured credit portfolio of Fortis Bank;

+ no upfront payment of EUR 2.35 billion related to the CASHES
financial instrument, but instead a Belgian state guaranteed
quarterly interest compensation mechanism between Fortis and
Fortis Bank, the so-called RPN(l);

- the granting of a cash settled call option, linked to the
BNP Paribas shares owned by the SFPI/FPIM. These rights
superseded the so-called ‘Coupon 42’ mechanism, created
under the original agreement of October 2008, which has now
been annulled.

On 28 and 29 April 2009, the General Meetings of respectively
Fortis SA/NV in Ghent, Belgium and of Fortis N.V. in Utrecht,
the Netherlands approved the new transactions. Closing took
place on 12 May 2009.

Since 12 May 2009, Fortis has consisted of:

+ 75% - 1 share of AG Insurance, previously called
Fortis Insurance Belgium;

« Fortis Insurance International, a number of international life and
non-life insurance activities in Europe and Asia;

- General Account comprising the holding companies and various
financing vehicles. Furthermore, the General Account includes
the equity stake in Royal Park Investments, the cash settled call
option on the BNP Paribas shares and the fair value of future
quarterly interest payments, based on the value of the Relative
Performance Note linked to the CASHES financial instrument,
the so-called RPN().

A New Partnerships

In the context of the execution of the streamlining of its
insurance portfolio, Fortis announced in the course of
September and October 2009, the sale of the non-life activities
in Luxembourg to La Béloise and the discontinuation of its
greenfield Russian operations.

Simultaneously, Fortis announced two new partnerships in
September 2009:

« In the UK, Tesco and Fortis UK concluded negotiations to form
a new partnership, providing motor and household insurance
through a newly created entity. The partnership is expected to
be operational end 2010 and will initially run until at least 2015.
This partnership is expected to contribute EUR 570 million of
gross written premiums on an annual basis.

« In ltaly, Fortis and BNP Paribas Assurance announced the
acquisition of a 50% + 1 share stake in UBI Assicurazioni,
one of the leading non-life bancassurance companies in ltaly.
The transaction has been approved end 2009 by the local
regulator and will be operational in the course of 2010.

Finally, in Thailand, Fortis and the other shareholders of

the Muang Thai Group Holding signed agreements with
KASIKORNBANK to enable the latter to increase its shareholding
in Muang Thai to 51%. Fortis’s economic interest in the life and
non-life insurance activities of Muang Thai decreased from 40%
to 31% and 15% to 12% respectively.
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Corporate Governance Statement

Fortis had to digest the consequences in 2009 of the major changes in

the composition and duties of the group’s key administrative bodies and

committees arising from the financial crisis in 2008.

SUMMARY

Fortis recognises the need for strong corporate

governance and an enhanced structure was announced

by the Board of Directors to reflect the group’s new

staJlus. The Board of Directors takes its responsibilities

se ‘iously and a review of Fortis’s Governance Charter

wa§ carried out taking into account new regulations

andl directives. On 9 March 2010 the Board of Directors

approved a new version of the Fortis Governance

Charter. The composition of the various Board

committees was confirmed alongside the establishment

of a new Corporate Governance Committee.

A streamlined management structure was put in place

with the (Group) Management Committee advising

the (Group) Executive Committee and promoting closer

coirdination with country operations. In other words,

a n}ew model to mark a new beginning in the life of Fortis.
\

Following the shareholders’ approval of the transactions with
BNP Paribas and the Belgian state and the appointment of a
new Board of Directors, Fortis took several important steps into
a new era as an international insurance group.

The changed composition and character of the group had
significant implications for Fortis’s corporate governance. Fortis
continues to attach great importance to effective governance
and will continue in its efforts to adhere to the applicable codes.'

Fortis has completed its review of its Corporate Governance
Charter to align it with the company’s changed scope and new
local and international regulations and directives that have been
issued in the course of 2009. On 9 March 2010 the Board of
Directors approved a new version of the Fortis Governance Charter.

1 This chapter in the Annual Review 2009 is the ‘Corporate Governance Statement’
as defined in the Belgian Corporate Governance Code 2009 Principle 9.3.
and in the Dutch ‘Besluit van 20 maart 2009 tot wijziging van het Besluit van
23 december 2004 tot vaststelling van nadere voorschriften omtrent de inhoud
van het jaarversiag'.
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Fortis’s legal structure and shares

Since the closing of the transactions with BNP Paribas,

the Belgian state via the Federal Participation and Investment

Corporation (SFPI/FPIM) and Fortis Bank, Fortis (Fortis SA/NV

and Fortis N.V.) now comprises:

+a 75% stake in AG Insurance;

« international insurance activities in Europe and Asia grouped
under Fortis Insurance International;

+ a 44.7% stake in Royal Park Investments — an entity holding
a portfolio of structured credits;

- financial assets and liabilities linked to various financing
instruments.

There were 2,516,657,248 Fortis shares issued as at

31 December 2009. Additional information on Fortis’s
structure and shares is set out in the Fortis Corporate
Governance Charter and note 4 of the Fortis Consolidated
Financial Statements.

i

44.7%

Fortinvestlux
S.A.

Fortis
Finance N.V.

Royal Park
Investments SA/NV

Fortis Insurance

International SA/NV

Board of Directors

The Board of Directors operates within the framework defined
by Belgian and Dutch legislation, the Articles of Association
and normal practice in the two countries. The role and
responsibilities of the Board of Directors and its composition,
structure and organisation are described in detail in the Fortis
Corporate Governance Charter. That document also

includes the independence criteria applying to non-executive
board members.

Composition

On 11 and 13 February 2009, the shareholders’ meetings of
Fortis SA/NV and Fortis N.V. respectively approved the appointment
of Jozef De Mey, Georges Ugeux and Jan Zegering Hadders as
non-executive board members until the end of the Annual General
Meetings of Shareholders in 2011. The Board of Directors elected
Jozef De Mey as its Chairman on 13 February. Georges Ugeux
resigned on the effective date of his appointment, i.e. 13 February.

o Fortfinlux
S.A,

75%

FGF Lux AG Insurance
S.A. SA/NV
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All incumbent members of the Board of Directors, with the
exception of Karel De Boeck, stepped down with effect from
13 February 2009: Jan-Michiel Hessels, Philippe Bodson,
Richard Delbridge, Clara Furse, Reiner Hagemann, Jacques
Manardo, Alois Michielsen, Ronald Sandler, Rana Talwar and
Klaas Westdijk. Louis Cheung had resigned as non-executive
director on 1 February 2009.

On 28 and 29 April 2009, the shareholders' meetings of Fortis
SA/NV and Fortis N.V. respectively approved the appointment of
Frank Arts, Guy de Selliers de Moranville, Roel Nieuwdorp,
Lionel Perl and Shaoliang Jin as non-executive board members
until the end of the Annual General Meetings of Shareholders of
2011. Guy de Selliers de Moranville was elected Vice-Chairman
by the Board of Directors on 8 May 2009.

Effective 1 July 2009 Karel De Boeck stepped down as CEO
and executive director.

On 1 July 2009, Bart De Smet was co-opted by the Board of
Directors of Fortis SA/NV as an executive member. Since (i)
Bart De Smet had at that time not yet been appointed a
member of the Board of Directors of Fortis N.V,, {ii) article 13 ¢)
of the Articles of Association of Fortis SA/NV provides that any
appointment as member of the Board of Directors of Fortis SA/NV
only takes effect when such member has been appointed a
member of the Board of Directors of Fortis N.V. and (ji)) the
shareholders of Fortis N.V. approved the appointment of

Bart De Smet as executive member of the Board of Directors of
Fortis N.V. on 18 September 2009 until the end of the General
Meeting of Shareholders of Fortis N.V., the appointment of

Bart De Smet as executive member of the Board of Directors of
Fortis SA/NV only became effective from 18 September 2009.
in order to cover the period between 1 July and 18 September
2009, the Board of Directors granted Bart De Smet a proxy as
acting CEO of Fortis SA/NV. A proposal to confirm the
co-optation as an executive member of the Board of Directors
of Fortis SA/NV for a period of three years will be submitted to
the next General Meeting of Shareholders of Fortis SA/NV.

Meetings

The Board of Directors met on 33 occasions in 2009. The high
number of meetings is directly related to the fundamental
changes to the scope and structure of the company following
the financial crisis of 2008. In principle, the Board of Directors
meets once a month and holds one off-site meeting a year.
Attendance details can be found on page 52.

Board meetings dealt with the following matters, among others:

- transactions with BNP Paribas and the Belgian state;

« preparation of the various General Meetings of Shareholders;

- the strategy pursued by Fortis as a whole and by each of
the Fortis business units;

« the principal risks related to strategy and Fortis’s risk appetite;

- ongoing development of each of the Fortis business units;

« quarterly financial statements;

- the 2010 budget, targets 2010-12;

- the evaluation of the design and operating effectiveness of
the risk management and internal control systems;

- the solvency of the company;

« investor relations and corporate communication;

« reports of Board committees following each of their meetings;

- Fortis’s organisational structure;

- nomination of board members for appointment by the General
Meetings of Shareholders;

« the functioning of the Group Executive Committee and Group
Management Committee;

- the remuneration of the CEO and Executive Committee members;

- status of legacy issues;

» directors and officers liability insurance;

- various M&A files;

- liquidation of Stichting Continuiteit Fortis.

In addition, the Board, under the leadership of the Chairman,
conducted a self-assessment focusing on factors of Board
effectiveness such as size, composition, performance of the
Board, the structure of its Committees, and the performance
of its individual members, as well as its interaction with
Executive Management.
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Corporate social responsibility policies and programmes are in
place in each business unit. In 2010 the Board of Directors will
further develop an overall, comprehensive Fortis corporate
social responsibility (CSR) policy and programme.

All transactions in which there are conflicts of interest with board
members are dealt with as required under Belgium and Dutch
company law and are disclosed in the annual accounts in

the section ‘Report of the Board of Directors of Fortis SA/NV
and Fortis N.V..

Remuneration

The remuneration of non-executive Board members consists of
a basic annual salary plus attendance fees for Board committee
meetings. Non-executive Board members can also receive
remuneration in the Fortis subsidiaries in which they hold a
non-executive Board position. Non-executive Board members
do not receive any variable or profit-related incentives, option
rights, shares or other fees. Total remuneration paid to non-
executive directors both at the level of the parent companies
and at the level of its subsidiaries in 2009 was EUR 0.46 million.
Further information in this regard can be found in note 11 of

the Fortis Consolidated Financial Statements.

The Board mandate as such is not remunerated in the case
of executive directors, whose remuneration is linked to the
executive functions they perform within Fortis. Further
information in this regard can be found in note 11 of the Fortis
Consolidated Financial Statements.

In accordance with Dutch and Belgian law and regulations,
details and updates of stock options and shares held by all
members of the Board of Directors are reported to the Banking,
Finance and Insurance Commission in Belgium and the
Authority for the Financial Markets in the Netherlands. On

31 December 2009, members of the Board of Directors held a
total of 120,412 shares, 177,099 options and 13,150 restricted
shares. Further information in this regard can be found in

note 11 of the Fortis Consolidated Financial Statements.

Board committees

In line with the Fortis Corporate Governance Charter, each
Board committee is composed of independent non-executive
Board members and has a minimum of three and a maximum of
five members. Due to the composition of the Board of Directors
these conditions could only be met after the appointment of
the new Board members at the end of April 2009. Upon their
appointment, the Board of Directors reconsidered the
composition and the terms of reference of the three existing
board committees (the Nomination & Remuneration Committee,
the Risk & Capital Committee and the Audit Committee).
These changes became effective in June 2009.

In view of the strengthening of the corporate governance model,
it was decided to establish a Corporate Governance Committee
(CGC) to promote the highest standards of governance, in keeping
with the expectations of all Fortis's stakeholders.

The stand-alone Risk & Capital Committee has been abolished.
Risk issues are now addressed within the framework of the
Audit & Risk Committee before being submitted to the Board,
while capital management matters are directly addressed by
the Board of Directors.

The nominations process is no longer the responsibility of
the Nomination and Remuneration Committee, but is covered
by the Corporate Governance Committee. The remuneration
of executive and non-executive directors and executive
management is handled by the Remuneration Committee.

The Board of Directors also decided to establish two ad hoc
Board Committees to deal with the legacy issues of the old
Fortis. The financial task force covers the financial aspects while
the legal task force covers the legal aspects. They are both
made up of non-executive and independent Board members
and report directly to the Board. The activities of the two task
forces are coordinated by the Chairman of the Board.

The sole function of all Board committees is to advise the
Board of Directors, which remains the only body with decision-
making powers.
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The Corporate Governance Committee (CGC)

The role and responsibilities of the Corporate Governance
Committee are described in detail in the Fortis Corporate
Governance Charter.

As of its creation in June 2009, the CGC comprised the
following members: Jozef De Mey (Chairman), Guy de Selliers
de Moranville, Roel Nieuwdorp and Jan Zegering Hadders.
The CGC met on six occasions in 2009. Attendance details can
be found on page 52. The following matters were dealt with:
- organisational structure of the company;
« composition and terms of reference of the Board committees;
- nomination of a new CEO and appointment of other members
of the Executive Management;
- the functioning of the Executive Committee as a decision-
making body;
- targets of the CEO and the members of the executive management;
« the performance of the CEO and the other members of
the executive management;
- disclosures regarding governance and the activities of
the CGC in the Annual Report.

The Chairman of the CGC reported on these topics to the Board
of Directors after each meeting and submitted the committee’s
recommendations to the Board for final decision-making.

The Audit & Risk Committee (ARC)

The role and responsibilities of the Audit & Risk Committee are
described in detail in the Fortis Corporate Governance Charter.
The Audit & Risk Committee is supported by Fortis Audit
Services, Compliance and Risk Management, all of which had
to be re-established at group level in the year under review.

As of June 2009 the Audit & Risk Committee comprised the
following members: Jan Zegering Hadders (Chairman), Frank Arts,
Shaoliang Jin and Lionel Perl. The Audit and Risk Committee met
on four occasions in 2009. Attendance details can be found on
page 52. The meetings were attended by the CEO, the Deputy
CEQ, the CRO, the CFO, the Chief Auditor and the external
auditor. The following matters were considered:

- monitoring the integrity of interim and annual financial
statements, including disclosures, consistent application of the
valuation and accounting principles, consolidation scope, quality
of the closure process, and significant issues brought forward
by the CFO or the external auditors. The committee also

reviewed the press releases on the quarterly and annual results;
- monitoring the design and operating effectiveness of the
risk management and control systems, based on reports by
management (management control in statements and their
follow-ups), the compliance function and the Chief Auditor;
monitoring the external audit process. This included the review
of the external audit plan and the quarterly Auditor’s Letter.
The Audit & Risk Committee monitored the independence of
the external auditor, based on factors such as its declaration
of independence and fees, and by tracking the volume and
nature of non-audit services pre-approved in line with Fortis's
independence policy;
- reviewing the committee’s terms of reference and executing an
annual self-assessment of its performance;
reviewing the disclosures regarding business risks, risk
management and internal control and the Audit & Risk
Committee’s activities in the Annual Report.

.

The Chairman of the Audit & Risk Committee reported on the
outcome of these deliberations to the Board of Directors

after each meeting and presented the recommendations of
the Audit & Risk Committee to the Board for decision-making.

The Remuneration Committee (RC)

The role and responsibilities of the Remuneration Committee are
described in detail in the Fortis Corporate Governance Charter.
The committee was assisted by Towers Watson, an external
remuneration consultancy that provides market-related information
and advice on commonly applied reward elements, best practice
and expected developments. Towers Watson does not provide
compensation or benefits-related services to the Executive
Committee of Fortis, or to any other part of the Fortis organisation.

Since June 2009 the Remuneration Committee consisted of

Roel Nieuwdorp (Chairman), Shaoliang Jin, Frank Arts and

Lionel Perl. The CEO attended the meetings, other than during

discussion of issues relating to his own remuneration.

The committee met on eight occasions in 2009. Attendance

details can be found on page 52. The matters discussed by

the Remuneration Committee in 2009 included:

- Fortis’s remuneration policy;

« remuneration of non-executive board members;

- the remuneration of the CEO, the Deputy CEO and other
members of executive management;

- severance terms for members of the Executive Committee;
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- disclosures regarding remuneration and the activities of
the Remuneration Committee in the Annual Report.

The Chairman of the Remuneration Committee reported
on the aforementioned matters to the Board of Directors after each

meeting and advised the Board on decision-making when required.

Executive management

The Board of Directors decided to change the company’s
executive management structure to reflect the new scope of
Fortis as an international insurance group. The new structure,
which was announced on 27 August 2009, is designed to
facilitate the sharing of best practices and to help capture
potential synergies between the businesses.

Fortis's executive management is composed of the CEO,

the Group Executive Committee referred to in the Articles of
Association and the Group Management Committee. The role
of the Executive Committee is to manage Fortis in keeping with
the values, strategies, policies, plans and budgets endorsed
by the Board.

Group Executive Committee

The Group Executive Committee meets once a week according
to a predetermined timetable. Further meetings are held
whenever necessary.

At the end of 2009, the Executive Committee was composed of:

- Bart De Smet, CEO, overall responsibility for the Business
Units, Strategy & Development, Audit, Investor Relations,
Communications and the Company Secretariat;

- Bruno Colmant, Deputy CEO, responsible for Finance, Legal
and Legacy Issues;

« Kurt De Schepper, CRO, responsibie for Risk, Compliance,
Support Functions (Human Resources, IT and Facility) and
Separation Issues.

Bart De Smet succeeded Karel De Boeck as CEO on 1 July 2009.

Bruno Colmant and Kurt De Schepper were appointed members
of the Executive Committee with effect from 1 September 2009.
Peer van Harten was a member of the Executive Committee

until 1 July 2009.

Details of the remuneration of these persons and their exit
arrangements can be found in note 11 of the Consolidated
Financial Statements.

Remuneration

The remuneration of Executive Committee members consists

of a fixed base salary, a variable annual incentive and a variable
long-term incentive. No long-term incentive was paid to executive
managers in 2009. The variable remuneration depends on
factors like individual performance, the performance of the
business relative to predefined targets, and Fortis’s performance
relative to several of its peers in the insurance sector.

Details of the remuneration paid to members of the Group
Executive Committee are provided in note 11 of the Fortis
Financial Statements.

Group Management Committee

The Group Management Committee advises the Group
Executive Committee on issues related to defining and
implementing corporate strategy, business plans and budgets
and for the company’s operational activities. The Group
Executive Committee discusses these topics extensively and
seeks the advice of the Group Management Committee on
the matters above. The Group Management Commitiee meets
twice a month according to a predetermined timetable.
Further meetings are held whenever necessary. At the end of
2009, the Group Management Committee was composed of:

- the three members of the Executive Committee;

- Patrick Depovere, CFO;

- the heads of the four business segments: Steven Braekeveldt,
CEO Continental Europe; Antonio Cano, CEO AG Insurance
(Belgium); Barry Smith, CEO United Kingdom, and
Dennis Ziengs, CEO Asia.

Stock and option plans

No options on Fortis shares have been granted in 2009.
Note 10 of the Fortis Financial Statements contains a review
of the existing stock and option plans.
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Internal risk management
and control systems

The Board is responsible for approving appropriate systems
for internal risk management and control and reviewing
the implementation thereof. These systems are described on
page 30 to 33 of this report. The Fortis internal risk management
and control systems are designed to provide the Board and
management with a reasonable level of assurance that:
- they are made aware, in a timely manner, of the extent
to which the entity is moving toward achievement of the
company’s strategic, financial and operational objectives while
implementing the Fortis strategy;
- the operations are executed efficiently and effectively;
- the financial and non-financial reporting is reliable;
- the company acts in compliance with laws and regulations and
with internal policies with respect to the conduct of business; and
- the assets are safeguarded and liabilities are identified
and managed.

Even a sound system of internal risk management and control
cannot eliminate all possibility of poor judgement in decision-
making, control processes being deliberately circumvented by
employees and others, management overriding controls, and the
occurrence of unforeseeable circumstances. The internal risk
management and control systems are intended to provide
reasonable, but not absolute, assurance that the company will
not be hindered in achieving its business objectives in the orderly
and legitimate conduct of its business by circumstances which
may reasonably be foreseen, and that the financial statements
are free of material misstatement.

The Board has evaluated the risk profile of Fortis as well as

the design and operating effectiveness of the Fortis internal risk
management and control systems. It has also considered

the effectiveness of remedial actions taken.

For the purpose of best practice provision 11.1.5 in the Dutch
Corporate Governance Code and based on the evaluation
performed, the Board considers that to the best of its knowledge,
the internal risk management and control systems relating to
financial reporting risks worked properly in the year under review

d AG Insurance staff in action

and provide a reasonable assurance that the Fortis Financial
Statements 2009 do not contain any errors of material importance.

This statement cannot be construed as a statement in
accordance with the reguirements of Section 404 of the US
Sarbanes-Oxley Act, which is not applicable to Fortis.

The Board will continue its commitment to further strengthen
the Fortis internal risk management and control systems.

In 2010 the Board will give specific attention to the legal
uncertainties and risks around Fortis Group as a consequence
of the break-up of Fortis in 2008, as well as to the possible
continued longer-term dependency of AG Insurance operations
on the IT mainframe systems of Fortis Bank.

The corporate governance
reference codes

Fortis's international structure, headed by two listed parent
companies, one Dutch and one Belgian, means it has to comply
with two corporate governance systems that refer to two
separate codes. While the principles underlying these codes are
largely similar, there are a number of differences too.

Because of the specific Belgo-Dutch context in which Fortis
operates, the company has developed its own ‘single tier’
governance structure. The structure is described in detail in
the Fortis Corporate Governance Charter.

Those aspects of corporate governance at Fortis that require
additional explanation in the light of the Dutch or Belgian
Corporate Governance Codes can be found below.

Fortis and the Belgian Corporate Governance Code

The Belgian Corporate Governance Code was published on

9 December 2004 (the 2004 Code) and came into effect on

1 January 2005. It applies to all companies incorporated under
Belgian law, the shares of which are traded on a regulated market.
The Code uses the ‘comply or explain’ concept, which means
that if a company chooses to deviate from any of the Code’s
principles, it must explain its reasons for doing so in the
‘Corporate Governance Statement’ section of its annual review.
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in 2008, the Corporate Governance Commission announced
proposals to amend the Belgian Corporate Governance Code. The
proposed changes were presented for public consultation. The final
version of the amended Code was published on 12 March 2009
(the 2009 Belgium Code) and applies to reporting years beginning
on or after 1 January 2009. The text of this Code can be
downloaded from www.corporategovernancecommittee.be.

Fortis has adopted the 2009 Code as its reference code.

As a matter of policy, Fortis aims to comply with ali principles of
the Belgian Corporate Governance Code 2009. As a result of the
very specific governance context of 2009 however, where the
Fortis Board was entirely re-constituted in May 2009, and working
under intense time pressure to deal with substantial changes in
the group’s structure, the Board did not satisfy the standard (see
Belgian Governance Code Principle 4.12) to have at least one
executive session, i.e. one meeting with only non-executive Board
members present. In addition Fortis did not comply with the
principle to have an independent non-executive member of the
Board and/or its committees as chairman. Jozef De Mey was
appointed Chairman of the Board of Directors on 13 February
2009. He is also Chairman of the Corporate Governance
Committee. He has a profound knowledge of, and extensive
experience in, the insurance industry and is very well respected in
the sector both in Belgium as abroad. Jozef De Mey's professional
profile meets the requirements needed for being chairman of
Fortis as a company active in the insurance business.

Fortis was otherwise fully compliant with the Belgian Corporate
Governance Code 2009.

Fortis and the Dutch Corporate Governance Code

Since 2004, listed companies incorporated under Dutch law have
been legally required to declare in their annual reports that they
have adhered to the Dutch Corporate Governance Code,

or to explain any instances in which they have deviated from it.
The Dutch Corporate Governance Code Monitoring Committee
presented the revised Dutch Corporate Governance Code

(the ‘Frijns Code’) on 10 December 2008. This revised Dutch
Corporate Governance Code came into force on 1 January 2009 as
it was embedded in Dutch company law through a decree of

3 December 2009. The text of this Code can be downloaded from
www.commissiecorporategovernance.nl. Fortis stated in its

Annual Reports for 2004-08 that the principles and best practice
provisions of the Dutch Corporate Governance Code had been met

in those financial years, with certain substantiated exceptions.
Fortis’s respective statements were discussed at the Annual
General Meetings of Shareholders in May 2005, May 20086,

May 2007, April 2008 and April 2009. The Board is of the opinion
that Fortis complied with the principles and best practice provisions
of the revised Dutch Corporate Governance Code in 2009 — subject
1o the following gualifications and exceptions.

Qualifications

Fortis aims to comply with the Dutch Corporate Governance
Code to the maximum possible extent. It cannot, however, meet
all of the Code’s provisions. Some of them conflict with the
internal coherence of Fortis’s governance structure, which has
been carefully developed over the years to meet the challenges
facing a bi-national group. What is more, Fortis's single-tier
Board structure creates a specific framework that is not customary
in the Netherlands and which did not act as the primary frame of
reference for the Dutch Corporate Governance Code.

When applying the Dutch Code, therefore, Fortis has been
obliged to translate the various provisions to fit its single-tier
structure. Provisions aimed at the supervisory board or the
management board have thus been applied to Fortis’'s Board of
Directors, while provisions for individual members of the
supervisory board have been applied to Fortis's non-executive
board members and provisions for individual members of the
management board have been applied to its CEO.

Some provisions could not, howevet, be translated into the
Fortis context. These include the rules regarding a ‘delegated
supervisory board member’ and a ‘supervisory board member
who temporarily takes on the management of the company’
(respectively 11.6.6 and 111.6.7 of the Dutch Corporate Governance
Code). These provisions are geared specifically to supervisory
board members and the supervisory tasks they perform, and so
cannot be reconciled with the single-tier board model.
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Several provisions of the Dutch Corporate Governance Code do
not, moreover, apply to Fortis. This is the case with the following
sections: 11.2.5. {refers to shares conditionally awarded to
management board members - Fortis did not offer conditional
shares in 2009), IIl.2.1 (all supervisory board members, with the
exception of one person only, must be independent - [11.8.4 sets
out the practice at Fortis), IV.1.2 (voting right on financing
preference shares — Fortis does not have this type of preference
share) and V.2 — IV.2.8 (depositary receipts for shares — Fortis
does not issue this type of depositary receipt).

Lastly, the provisions regarding the ‘Selection and Appointment
committee’ have been interpreted as applying to Fortis’s
Corporate Governance Committee.

Other exceptions'’

BP i1.1.7: The management board shall ensure that employees
have the possibility of reporting alleged irregularities of a
general, operational and financial nature in the company to the
chairman of the management board or to an official designated
by him, without jeopardising their legal position. Alleged
irregularities concerning the functioning of management board
members shall be reported to the chairman of the supervisory
board. The arrangements for whistle-blowers shall be posted on
the company’s website.

- Fortis has introduced a whistle-blower procedure (Fortis
Internal Alert System), but this has not been published on the
website. The procedure is intended solely for Fortis employees;
external disclosure would not enhance its effectiveness, but
could have undesirable repercussions in countries where
procedures of this nature can be subject to legal and/or
cultural objections.

BP 1.2.5: Shares granted to management board members without
financial consideration shall be retained for a period of at least five
years or until at least the end of the employment, if this period
is shorter. The number of shares to be granted shall be dependent
on the achievement of challenging targets specified beforehand.
» Under the long-term incentive plan, shares can be awarded
to Executive Managers. These shares may not be sold for
a period of five years or until six months after termination
of their relationship with Fortis. Exception is made for a sale of
maximum 50% in order to pay the tax incurred on the grant.

1 'BP’ refers to the ‘Best Practice’ sections of the Dutch Corporate
Governance Code.

BP 11.2.8: The remuneration in the event of dismissal may not
exceed one year’s salary (the fixed component). If the maximum
of one year’s salary would be manifestly unreasonable for a
management board member who is dismissed during his first
term of office, such board member shall be eligible for
severance pay not exceeding twice the annual salary.

+ As from 1 January 2010, and in line with the Belgian
Corporate Governance Code, the contracts provide for a
maximum severance pay in case of termination without
cause for CEO and other members of the Group Executive
Committee of 12 months total cash compensation (fixed plus
variable). In specific circumstances such as seniority in excess
of 20 years, circumstances related to health and others to
be determined by the Remuneration Committee, a higher
severance pay (up to max. 18 months of basic and variable
remuneration) is allowed upon recommendation by
the Remuneration Committee.

Stichting Continuiteit Fortis

The Board of Directors of the Stichting Continuiteit Fortis (SCF)
decided on 13 March 2009 to discontinue and liquidate the SCF,
having obtained the prior approval of the Board of Directors of
Fortis N.V. Due to the significant changes in the organisation of
the Fortis group, it was deemed no longer in Fortis’s interest to
maintain the corporate structure set up around the SCF.

The purpose of the SCF was to guarantee the continuity and
maintain the identity of Fortis N.V. and, more generally, the
companies belonging to the Fortis group. To achieve this goal,
the SCF had entered into a call option agreement enabling it to
subscribe to preferred shares in the share capital of Fortis N.V.
and hence to exercise the rights attached to such shares,
including voting rights. The agreement between Fortis N.V.
and the SCF has been terminated.
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Board of Directors

Jozef De Mey

(1943 - Belgian)

Chairman of the Board of Directors, Chairman of the Corporate
Governance Committee. First appointed 2009. Term runs until
the shareholders’ meetings of 2011.

Other mandates within the Fortis Group: Chairman of the Board
of Directors of Fortis Brussels, Fortis Utrecht, Fortis Insurance,
Fortis Insurance International, AG Insurance and FiCa (Hong Kong)
and non-executive Board member of Taiping Life (China) and
Muang Thai Fortis Holding Co., Ltd (Thailand).

Positions held with other listed companies: none.

Other positions held: non-executive member of the Board of
Directors of Credimo Holding N.V., Credimo N.V,, De Eik N.V.,
and NV J. Zinner.

Guy de Selliers de Moranville

(1952 - Belgian - Independent)

Vice-Chairman of the Board of Directors, Member of

the Corporate Governance Committee and Chairman of

the Financial Task Force.

First appointed 2009. Term runs until the shareholders’
meetings of 2011.

Other mandates within Fortis: Chairman of the Board of
Directors of Fortis UK, Ltd, non-executive board member of
Fortis Brussels, Fortis Utrecht, Fortis Insurance and Fortis
Insurance International.

Positions held with other listed companies: Board member of Solvay.
Non-executive Board member of Advanced Metal Group and
Wimm Bill Dann.

Other positions held: Member of the Advisory Board of Pamplona.
Chairman of the Board of Trustees of Partners in Hope.

Bart De Smet

(1957 - Belgian — Executive)

Chief Executive Officer.

First appointed 2009. Term runs until the shareholders’
meetings of 2013.

Other mandates within Fortis: executive Board Member of Fortis
Brussels, Fortis Utrecht, Fortis Insurance and Fortis Insurance
International, Chairman of Millenniumbcp Fortis (Portugal),
Vice-Chairman of AG Insurance, F&B Insurance Holding,
Etiga/Maybank FH (Malaysia), IDBI (India), Fortis (UK) Ltd and

FiCa (Hong Kong), board member of Fortis Luxembourg Vie S.A.
Positions held with other listed companies: none.

Other positions held: Director of Aviabel, Willemot and Credimo.
Chairman of Assuralia.

Frank Arts

(1943 - Belgian - Independent)

Member of the Board of Directors, Member of the Remuneration
Committee and of the Audit and Risk Committee.

First appointed 2009. Term runs until the shareholders’
meetings of 2011.

Other mandates within Fortis: non-executive Board Member of
AG Insurance, Fortis Brussels, Fortis Utrecht, Fortis Insurance
and Fortis Insurance International.

Positions held with other listed companies: none.

Other positions held: none.

Shaoliang Jin

(1960 - Chinese - Independent)

Member of the Board of Directors, Member of the Audit and
Risk Committee and member of the Remuneration Committee.
First appointed 2009. Term runs until the shareholders’
meetings of 2011.

Other mandates within Fortis: non-executive Board Member of
Fortis Brussels, Fortis Utrecht, Fortis Insurance and Fortis
Insurance International.

Positions held with other listed companies: none.

Other positions held: Head of the Office of the Board of
Directors at Ping An Group.

Roel Nieuwdorp

(1943 - Dutch - Independent)

Member of the Board of Directors, Chairman of the
Remuneration Committee and the Legal Task Force, Member of
the Corporate Governance Committee.

First appointed 2009. Term runs until the shareholders’
meetings of 2011.

Other mandates within Fortis: non-executive Board Member of
Fortis UK, Ltd, Fortis Brussels, Fortis Utrecht, Fortis Insurance
and Fortis Insurance International.

Positions held with other listed companies: none.

Other positions held: Professor at the University of Antwerp in
Company Law. Non-executive Board Member of Groep T,
practicing attorney.
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1 Roel Nieuwdorp
2 Guy de Selliers de Moranville
3 Jan Zegering Hadders

Lionel Perl

(1948 - Belgian - Independent)

Member of the Board of Directors, Member of the Audit and
Risk Committee, Member of the Remuneration Committee and
Member of the Financial Task Force.

First appointed 2009. Term runs until the shareholders’
meetings of 2011.

Other mandates within Fortis: Non-executive Board Member of
the AG Insurance, Fortis Brussels, Fortis Utrecht, Fortis
Insurance and Fortis Insurance International, Member of the
Audit Committee of AG Insurance.

Positions held with other listed companies: none.

Other positions held: member of the Board of Directors of
Urbina SA and Fenway Group SA.

4 Bart De Smet
5 Jozef De Mey
6 Shaoliang Jin

7 Frank Arts
8 Lionel Perl

Jan Zegering Hadders

(1946 - Dutch - Independent)

Member of the Board of Directors, Chairman of the Audit and
Risk Committee and Member of the Corporate Governance
Committee and the Legal Task Force.

First appointed 2009. Term runs until the shareholders’
meetings of 2011.

Other mandates within Fortis: Non-executive Board Member of
Fortis UK, Ltd, Fortis Brussels, Fortis Utrecht, Fortis Insurance
and Fortis Insurance International, Member of the Audit
Committee of Fortis UK Ltd.

Positions held with other listed companies: member of

the Supervisory Board of Grontmij N.V.

Other positions held: member of the Supervisory Board

of GE Artesia.

Dimitri Van Eenoo
Company Secretary
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Attendance at Board and Committee meetings

Corporate Ad hoc Board Committees
Audit and Risk Governance Remuneration
Committee Committee Committee Legal Task Financial Task
Name Board meetings meetings meetings meetings Force Force
Held Attended Held Attended Held Attended Held Attended Held Attended Hetd Attended

Jozef De Mey % 6 - - 8 6 - G ]
Guy de Eeuiers de Moranville 1312 - - 8. 6 - - - - 8 8
Bart DeiSmet 8 8 - - s - 4 - s - : -
Frank Ats 18 128 3 ; - 8 5 - ; .
Shaolial%lg Jin 18 3 3 3 - - 8 0 - - - -
Roel Niéuwdorp 13 13 “ - 8 6 8 8 7 7 ¥ -
Lionel P';erl 13 13 3 3 - - 8 8 . - 8 8
Jan Zegering Hadders 2% 2 4 4 6 6 . . 7 7 : .
Jan-MidhieI Hessels 7 6 - - - - - - - - . -
Karet D@ Boeck 25 21 - - - - - R - R . R
Philippe Bodson 7 7 . - - - . ; ; . . }
Louis Cheung 6 4 - - - - - - - - - -
Richard§ Delbridge 7 6 - - - - - - - - - -
Clara FQrse 7 4 - - - - - - - - - -
Reiner Hagemann 7 5 - - - . - - - - - .
Jacqueé Manardo 7 6 - - = - - - - - - -
Alois Michielsen 7 5 - - - - - - - - . .
Ronald Sandler 7 3 - - - - . - - ; . )
Rana Télwar 7 3 - - - - - - - R - R
Klaas Westdijk 7 5 - - - - - - - - - R
Georgeé Ugeux 1 1 - - - - - - - - . -
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Executive Committee

Bart De Smet

(1957 - Belgian)

Chief Executive Officer.

Member of the Board of Directors.

Other details: see Board of Directors, page 50.

Bruno Colmant

(1961 - Belgian)

Deputy CEO, responsible for Finance, Legal and Legacy issues.
Positions held with other listed companies: none.

Other positions held: non-executive Board Member

of Alcopa, Union Wallonne des Entreprises, Brussels
Enterprises Commerce and Industry, GUBERNA and Vlerick
Management School.

Professor at Vlerick Management School and UCL.

Kurt De Schepper

(1956 - Belgian)

Chief Risk Officer, responsible for Risk, Compliance,
Support Functions (Human Resources, IT and Facility) and
Separation issues.

Positions held with other listed companies: none.

Other positions held: none.

M }/\ ( 1 Kurt De Schepper
B L/ZA\/a 2 Bart De Smet

/ 1 } 3 Bruno Colmant




54 | Fortis Annual Review 2009

The efforts of Fortis Investor Relations were focused in the first part of 2009 on

explaining to investors and analysts the ongoing sequence of events impacting

the company, including the evolution of negotiations with BNP Paribas,

Fortis Bank and the Belgian state.

SUMMARY

In 2009 Fortis embraced a more proactive approach
to communication with the investor community in
particular to ensure that shareholders were kept well
informed. This involved an intensive round of road
shoWs and meetings culminating in an investor day

in September to explain the new strategy and scope of
the company. Fortis recognised the need to improve
communication and the company will continue to pay
special attention to this in the future.

Following the closing of the transactions in mid-May, efforts
were intensified towards the financial markets, in order to
communicate the new scope of Fortis, the ongoing activities of
the group and the new strategy, which was presented to
investors on 25 September 2009.

Share data

The Fortis share represents one unified share in the Belgian

and Dutch parent companies Fortis SA/NV and Fortis N.V.
respectively. The share replaced the former Fortis (B) and Fortis (NL)
shares and was first listed on 17 December 2001.

The number of outstanding Fortis shares carrying voting rights
and entitled to a dividend was 2,351,661,425, at the end of 2009,
unchanged from the previous year.

The total number of Fortis shares issued was 2,516,657,248 at
the end of 2009, the difference compared to the aforementioned
number of outstanding shares being 164,995,823 shares.

This consists of 39,682,540 treasury shares related to the Fortis
shares held by Fortfinlux S.A. in respect of the FRESH securities
and the Fortis shares held by Fortis Bank SA/NV (125,313,283)
in respect of the CASHES securities. These shares are not
entitled to a dividend or capital, have no voting rights and have
been deducted from shareholders’ equity.

At the end of 2009, the Fortis share closed at EUR 2.62 per share
compared to EUR 0.93 per share at the end of 2008, giving a
positive absolute performance of 282% in 2009. This compares
to an annual performance of the Dow Jones Insurance Index of
8.9% and of the Bel 20 index of 31.6% for the same period.

In 2009, the daily average number of Fortis shares traded on both
Euronext Brussels and Euronext Amsterdam was 19.3 million,
representing an average amount of EUR 41.7 milfion.
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Ticker symbols The Fortis share continues to be quoted in the Belgian Bel 20
Bloomberg  Reuters index. Euronext Amsterdam withdrew the Fortis share from

Euronext FORB BB FOR.BR the AEX index as of 2 March 2009.

ISIN code BEOO03801181

As of 21 September 2009, Fortis is no longer part of the
Euro Stoxx 50 index. Reflecting its change in scope, Fortis is
Stock exchange listings now part of the main European insurance indices such as
Fortis has a primary listing on both Euronext Brussels and the Dow Jones Euro Stoxx Insurance index.
Euronext Amsterdam, and a secondary listing in Luxembourg.
In the United States, Fortis has a sponsored ADR programme.

Euronext introduced a single order book as of 14 January 2009,
as a result of which companies with a dual listing had to choose
a market of reference. Fortis has chosen Euronext Brussels.

However, Fortis investors can still trade on both Euronext Brussels
and Euronext Amsterdam.

Fortis share performance

EUR
7
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' Based on year-end share price.
2 Proposed dividend for approval at shareholders’ meeting of 28 and 29 April 2010.

Investor Relations

Since the closing of the transactions with BNP Paribas, the
Belgian state and Fortis Bank, Fortis has undertaken substantial
efforts to meet institutional investors in the main financial centres
in Europe and the United States. Fortis was also present in 2009
at a number of retail investor events in Belgium. The primary
objective was to provide detailed information on the new scope
of activities, i.e. the principal assets and liabilities now
associated with Fortis.

On 25 September 2009, Fortis organised an Investor Day in
Brussels at which the main conclusions of the strategic review
were presented. The review in question began immediately after
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Key figures
(year end) 2009 2008 2007 2006 2005
Share price (in EUR):
- Year high 3.38 1817 29.59 28.05 22.73
- Year low 0.85 0.57 16.22 21.03 17.04
- Year average 2.34 10.45 24.39 24,75 19.32
- At year end 2.62 0.93 18.05 27.06 22.54
Volume traded:
« Average daily (in milion shares) 19.3 30.0 17.2 5.9 5.6
+ Average daily (in EUR million) 1.7 313 420 173 130
Number of shares (in millions):
- Issued 2,517 2,517 2,367 1,343 1,341
- Carrying voting rights, entitled to dividend 2,351 2,352 2,202 1,303 1,301
Price/earnings' 5.46 0.1 7.8 9.6 8.8
Price/equity’ 0.78 0.3 1.2 2.0 1.8
Earnings per share (in EUR) 0.48 (12.21) 2.30 2.83 2.57
Net equity per share (in EUR) 3.37 270 15.08 13.38 12.35
Gross dividend per share (in EURY? 0.08 0.00 118 117 0.97

the approval and closing of the transactions with BNP Paribas,
the Belgian state and Fortis Bank.

The table below provides an overview of institutional
shareholders that meet the statutory disclosure threshold of 3%
and the geographical breakdown of the shareholder base within
the main regions. Retail shareholders are estimated at around
25% of the total shareholding.
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(At year end 2009)

Ping An Insurance
Fortis Bank'
BlackRock Inc.?

UBS AG

Other shareholders in:

Total (rounded figures)

4.81%

4.98%

3.39%

3.10%

Belgium/ 31%
Luxembourg?®

the Netherlands® 8%

United Kingdom 18%

Germany 5%

Rest of World 22%

100%

1 The 125,313,283 shares linked to the CASHES will not carry voting or dividend
rights untit the CASHES are exchanged for the underlying Fortis shares.

2 On 1 December 2009, Barclays Global Investors (BGI) was acquired
by BlackRock, Inc. The combined holdings of BlackRock, Inc. following
the acquisition triggered this disclosure requirement.

3 Based on an extrapolation of an external shareholders’ identification survey
based on data at end of December 2009.

As of the end of February 2010, 20 sell-side analysts actively
cover Fortis. The analyst base is spread widely across London,
Brussels, Amsterdam and Paris. Some internal analyst changes
occurred during the year as a result of the change in scope to
insurance activities. In addition, a number of new analysts
initiated coverage on Fortis during the year.

An overview of the main analysts following Fortis as at 28 February 2010 is shown below.

Autonomous Research

Bank Degroof

Bank of America Merrill Lynch
Citi

CA Cheuvreux

Credit Suisse

Deutsche Bank

Evolution Securities

Exane BNP Paribas
Goldman Sachs International
ING Financial Markets

JP Morgan

KBC Securities

Keefe, Bruyette & Woods
Kempen & Co

Kepler Capital Markets
Oddo Securities

Petercam

Rabo Securities

RBS

Farquhar Murray
Ivan Lathouders
Frank Stoffel
William Elderkin
Hans Pluijgers
Merryleas Head
Robin Buckley
Jaap Meijer
Francois Boissin
Johnny Vo

Albert Ploegh
Duncan Russell
Dirk Peeters

Chris Hitchings
Ryan Palacek
Benoit Pétrarque
Scander Bentchikou
Marc Debrouwer
Cor Kluis

Thomas Nagtegaal

London United Kingdom
Brussels Belgium

London United Kingdom
London United Kingdom
Amsterdam The Netherlands
London United Kingdom
London United Kingdom
London United Kingdom
Paris France

London United Kingdom
Amsterdam The Netherlands
London United Kingdom
Brussels Belgium

London United Kingdom
Amsterdam The Netheriands
Amsterdam The Netherlands
Paris France

Brussels Belgium
Amsterdam The Netherlands
Amsterdam The Netherlands
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Dividend

2009 dividend

On 15 March 2009, Fortis announced that the statutory loss
carried forward of EUR 22.5 billion at Fortis SA/NV had resulted
in a depletion of the amounts available for distribution at year
end 2008. Consequently, the Board of Directors concluded that
no dividend would be proposed for the 2008 financial year. The
proposal to restore the level of distributable reserves was
approved at the General Meeting of Shareholders of Fortis SA/NV
on 28 April 2008.

On 27 May 2009, the Board of Directors confirmed its intention
to resume the payment of a dividend for the 2009 financial year.

On 9 March 2010, Fortis decided to announce its decision to
propose to the General Meetings of Shareholders of Fortis SA/NV
and Fortis N.V. on 28 and 29 April 2010 the approval of

the payment of an annual dividend for 2009 of 8 eurocents

per share.

Dividend policy

Fortis published its new dividend strategy on 25 September 2009.
This reflects its intention to pay a regular annual cash dividend
based on the net profit of the insurance activities. Fortis is
targeting a dividend pay-out ratio of 40 - 50%.

Furthermore, and as part of the global agreement between
Fortis, BNP Paribas and the Federal Participation and
Investment Corporation (SFPI/FPIM), Fortis SA/NV has been
granted a non-standard cash-settled call option that allows it to
benefit from the appreciation in the value of the BNP Paribas
shares held by the SFPI/FPIM.

In order to comply with all the requirements of the European
Commission, and in addition to its regular dividend policy,
Fortis announced on 27 July 2009 that it will propose to its
shareholders the distribution in the form of a dividend of any
gains from the exercise or monetisation of the call option.

Dividend election procedure

Each Fortis share represents one share in each of the two

Fortis parent companies, i.e. Fortis N.V. and Fortis SA/NV.
Shareholders can decide from which parent company they wish
to receive the dividend. They can choose Fortis N.V. and receive
the dividend from the Dutch source, or Fortis SA/NV and receive
the dividend from the Belgian source. Shareholders must make
their choice known before the given deadline.

Financial calendar 2010

10 March Annual results 2009

28 April Annual General Meeting of Shareholders
in Brussels

29 April Annual General Meeting of Shareholders
in Utrecht

3 May Ex-dividend date — Start of dividend
election period

12 May Trading update first three months 2010

21 May End of dividend election period

1 June Payment of 2009 dividend

25 August Half-year results 2010

10 November  Trading update first nine months 2010
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ADR shares

American Depository Receipt shares. These represent shares
of a foreign company that can be purchased in the US, with
transactions settled and dividends paid in dollars.

Annual premium equivalent (APE)

A broadly comparable measure across companies to allow for
differences between regular and single premium business.
APE is calculated as total new business regular premium plus
10% of new business single premium.

CASHES

Convertible And Subordinated Hybrid Equity-linked Securities.

A EUR 3 billion financial instrument issued by Fortis Bank SA/NV
at the end of 2007 in the context of the financing of the acquisition
of ABN AMRO assets.

Combined ratio

The ratio between the insurer’s total expenses (claims burden,
commissions and general expenses) and premiums received.
The combined ratio is only applied to non-life insurance.

DPF

Discretionary Participation Feature. This relates to the right of
holders of certain insurance contracts and/or financial instruments
to receive a supplemental return (in addition to guaranteed
benefits). Its amount and/or term is contractually at the discretion
of the issuers.

Embedded Value and Market Consistent Embedded Value
Embedded Value represents the present value of shareholders’
interests in the earnings distributable from assets allocated to
the life business after sufficient allowance for the aggregate
risks. Only value arising from the in-force business with existing
policyholders is included, value from potential future business is
excluded. Market Consistent Embedded Value is the term
applied to the embedded value when the valuation techniques
used for the assets and liabilities (including the allowance for
risk) are consistent with how the market would value them.

FRESH

Floating Rate Equity-linked Subordinated Hybrid capital
securities. A EUR 1.25 billion financial instrument issued by
Fortfinlux S.A. in 2002.

Gross inflow
Sum of gross written premiums and investment contracts
without DPF (Discretionary Participation Feature).

Gross written premiums

Total premiums (whether or not earned) for insurance contracts
written or assumed during a specific period, without deduction
for premiums ceded.

HYBRONE

Innovative Tier-1 hybrid securities. This instrument is a

EUR 500 million non-equity-linked, perpetual and subordinated
financial instrument issued by Fortis Hybrid Financing S.A.

in 20086, with a step-up in 2016 and on-lent in hybrid format to
AG Insurance.

IFRS

International Financial Reporting Standards, previously International
Accounting Standards (IAS), used as a standard for all listed
companies within the European Union as of 1 January 2005 to
ensure transparent and comparable accounting and disclosure.

Impairment

A decline in value whereby the carrying amount of the asset
exceeds the recoverable amount. In such a case, the carrying
amount will be reduced to its recoverable amount through
the income statement.

NITSH

Non-Innovative Tier-1 Subordinated Hybrid securities. These
instruments are non-equity-linked, perpetual and subordinated
financial instruments issued by Fortis Hybrid Financing S.A.
without a step-up. In 2008, Fortis issued NITSH | for

USD 750 million (on-lent in hybrid format to Fortis Bank) and
NITSH Il for EUR 625 million {on-lent in hybrid format to

AG Insurance for EUR 250 million and to Fortis Bank for
EUR 375 million).

Operating margin

Operating income divided by net premium. Operating income
is the profit or loss stemming from all operations, including
underwriting and investments.



60 | Fortis Annual Review 2009

Reserves/Premium ratio

In non-life insurance, the ratio of reserves to premiums. It can
be calculated gross or net of reinsurance, and is a measure of
reserve strength.

RPN(I)

Relative Performance Note (Interest)

An instrument concluded between Fortis Bank SA/NV and
Fortis SA/NV resulting in a quarterly cash payment of interest
between these parties, based on 3 months Euribor + 20 basis
points over the face value of a Relative Performance Note, that
serves as reference amount. The reference amount is defined
as the difference between EUR 2.35 billion and the market
value of 125 million Fortis shares less the difference between
EUR 3 billion and the market value of the CASHES securities
issued by Fortis Bank SA/NV.

Solvency Il

Solvency It is a fundamental review of the capital adequacy
regime for the European insurance industry. It aims to establish
a revised set of EU-wide capital requirements and risk management
standards that will replace the current Solvency | requirements.

Technical result

The result generated by the underwriting of insurance
contracts including financial revenues and capital gains related
to these contracts.

Value Added by New Life Business (VANB)

The discounted present value of the future distributable
shareholder net cash flows expected from the block of new
business written in a specified period.

VOBA

Value Of Business Acquired. The present value of future profits
from acquired insurance contracts. VOBA is recognised as
an intangible asset and amortised over the period in which

the premiums or gross profits of the policies are recognised.
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Net profit Insurance before non-controlling interests

* AG Insurance

* Fortis Insurance International

Net profit Insurance attributable to shareholders

* AG Insurance

« Fortis Insurance International

Net profit General Account (incl. eliminations)

* Net profit General Account excl. value call option

Net profit attributable to shareholders*

* Net profit attributable to shareholders excl. value call option

Funds under management (in EUR bn)
Operating cost Life/ FUM Life ratio
Combined ratio

Total solvency ratio Insurance (%)

Embedded Value
Value of new business (VANB}

Weighted average number of ordinary shares (in million)
Earnings per share (in EUR)

« Earnings per share excl. value call option (in EUR)

+ Before net result on discontinued operations

Net equity per share (in EUR)

* Net equity per share excl. value call option (in EUR)
Dividend per share (in EUR)

Return on equity

* Return on equity per share excl. value call option

FY 09

576
435
141
456
366
90
736
165
1,192
611

73.0
0.59%
105.1%
231%

4,898
69

2,475
0.48
0.24
0.48
3.37
3.14
0.08
15%

7.8%

“ The 2008 net profit includes a loss on discontinued operations of EUR 27.4 billion.

©
/. 3 Mixed Sources
Product group from well-managed
forests and other controlled sources

FSC www.fsc.org Cert no. SGS-COC-2605
© 1996 Forest Stewardship Council

FY 08

(616)
616)
(28,022)
(28,022)

65.8
0.59%
99.8%

202%

4,271
81

2,206
(12.21)
(12.21)
(0.27)
2.75
2.75
(97%)

H2 09

314
229

84
227
171

57

78
1)
306
207

73.0
0.59%
104.3%
231%

2,475
0.12
0.08
0.12
3.37
3.14

9%
5%

H2 08
(318)
(239)

(80)
(313)
(242)

(71)
(322)
(322)
(635)
(635)

65.8
0.59%
100.0%
202%

2,396
(12.38)
(12.38)
0.31)
2.75
2.75

2.8%

H109

262
206

57
229
195

33
658
176
886
404

68.5
0.59%
105.8%
229%

2,475
0.36
0.16
0.36
3.11
2.91

6%
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Together, the Annual Review 2009 and the Financial Statements 2009 constitute

the Annual Report of Fortis. The Financial Statements contain the financial statements
of Fortis and the statutory accounts of Fortis SAVNV and Fortis N.V. The Annual Report is
published in English, Dutch and French. In case of any discrepancy between these
versions, the French and Dutch texts shall prevail. Fortis has taken every precaution to
ensure that there are no differences between the French and the Dutch versions,

The Annual Report is also available on our website: www.fortis.com.

Op uw verzoek zenden wij u graag het Jaaroverzicht 2009 in het Nederlands.

Het Jaaroverzicht 2009 en de Jaarrekeningen 2009 vormen samen het Jaarverslag

van Fortis. Het deel ‘Jaarrekeningen’ bevat de jaarrekening van Fortis en de statutaire
jaarrekening van Fortis SA/NV en Fortis N.V. Het jaarverslag is verkrijgbaar in het Nederlands,
Frans en Engels. In geval van verschillen tussen deze versies hebben de Nederlandse en
Franse versie de voorrang. Fortis hesft alles in het werk gesteld om zich ervan te
vergewissen dat er geen verschillen zijn tussen de Nederlandse en Franse versie.

Het Jaarverslag is ook te vinden op internet: www.fortis.com.

Sur simple demande, nous vous enverrons volontiers le Synopsis de {'année 2009

en frangais. Le Synopsis de I'année 2009 et les Comptes annuels 2009 constituent
ensemble le Rapport annuel de Fortis. La partie “Comptes annuels” présente les états
financiers de Fortis et les Comptes statutaires de Fortis SA/NV et de Fortis N.V.

Le Rapport annuel est publié en francais, en néerlandais et en anglais. £n cas de
divergence entre ces versions, les versions frangaise et néerlandaise feront foi.
Fortis a veillé a assurer, dans la mesure du possible, la concordance entre les versions
frangaise et néerlandaise.

Vous pouvez egalement consulter le Rapport annuel sur Internet: www.fortis.com.

FORTIS
Rue Royale 20
1000 Brussels
Belgium

Archimedeslaan 6
3584 BA Utrecht
The Netherlands

info@fortis.com
www.fortis.com



