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Introduction

The Fortjs Financial Statements 2008 comprise the audited Fortis Consolidated Financial Statements 2008 with

comparative figures for 2007 prepared in accordance with International Financial Reporting Standards IFRS5 as adopted

by the European Union The Fortis Consolidated Financial Statements include Fortis SNNV and Fortis N.y Parent

Companies and their subsidiaries This document also includes the Report of the Board of Directors of Fortis S/VNV and

Fortis N.y 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.y prepared in accordance with the legal

and regulatory requirements applicable in the Netherlands

The Fortis Financial Statements 2008 together with the Annual Review 2008 and the Auditors Reports to the Fortis Financial

Statements 2008 constitute the Fortis Annual Report 2008

All amounts in the tables of these Financial Statements are denominated in millions of euros unless stated otherwise
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Consolidated balance sheet

before appropriation of profit

31 December 31 December

Note 2008 2007

Assets

Cssh and cash equivalents 15 933 26 360

Assets held for trading
16 237 74800

Duefrombanks 17 13893 119036

Duefromcustomers 18 2511 316308

Investments 19

Held to maturity
234

Available for sale 44 704 164 089

Held at fair value through profit or loss 191 193

Investment property
290 656

Associates and joint ventures
431 28 108

46616 206280

Investments related to unit-linked contracts 18040 31120

Reinsursnce and other receivables 20 154 9718

Property plant and equipment 21 1135 4004

Goodwill and other intangible assets 22 366 339

Accrued interest and other assets 23 985 80 214

Total assetS 92870 871179

Liabilities

Liabilities held for trading
16 165 89589

Dueto banks 24 8759 192431

Due to customers 25 148 262 298

Liabilities arising from insurance and investment contracts 26 47 751 64 732

Liabilities related to unit linked contracts 27 18 078 31 788

Debt certificates 28 670 102 073

Subordinated liabilities 29 2908 21925

Other borrowings
30 179 3018

Provisions 31 71 899

Current and deferred liabilities 32 684 490

Accrued interest and other liabilities 33 147 65 742

Total liabilities 85560 836985

Shareholders equity
6795 33047

Minority interests 515 1147

Totalequity 7310 34194

Total liabilities and equity
92870 871179



Consolidated income statement

Note 2008 2007

Income

Insurance premiums 37 8448 9227

Interest income 36 3089 2737

Dividend and other investment income 38 571 582

Share in result of associates and joint ventures 27 56

Realised capital gains losses on investments 39 130 459

Other realised and unrealised gains and losses 40 378 299

Fee and commission income 41 432 417

Income related to investments for unit-linked contracts 3191 506

Other income 42 354 349

Total income 0222 14034

Expenses

Insurance claims and benefits 44 8418 9440

Charges relsted to unit-linked contracts 3219 641

Interest expense 43 1343 1280

Change in impairments 45 558 49

Fee and commission expense 46 912 915

Depreciation and amortisstion of tangible and intangible assets 47 174 163

Staff expenses 48 644 645

Otherexpenses 49 869 780

Total expenses 9699 13913

Profit before taxation 477 121

Income tax expense 50 108 21

Net profit for the period 585 142

Net result on discontinued operations 27412 3910

Net profit before minority interest 27997 4052

Net profit attributable to minority interests 25 58

Net profit attributable to shareholders 28022 3994

Per shsre data EUR

Basic
earnings per share 12.21 2.30

Basic earnings per share before net result on discontinued operations 0.27 0.05

Diluted
earnings per share 12.21 2.04

Diluted earnings per share before net result on discontinued operations 0.27 0.04



Consolidated statement of changes in equity

Share Currency Net profit Unrealised Share

Share premium Other translation attributable to pains holders Minority Total

capital resenie reserves reserve shareholders and losses equity interests equity

Balance at January 2007 6316 11783 5689 146 4351 4029 20644 907 21551

Net profit for the period 3994 3994 80 4074

Revaluation of investments 3446 3446 36 3482

Foreign exchange differences 18 19

Other non-owner changes in equity

Total non-owner changes inequity 18 3994 3427 552 49 601

Transfer 4351 4351

Dividend 1971 1971 33 2004

Increase of capital net 4816 10940 15756 15756

Treasury shares 2279 2279 2279

Equity component of

subordinated liabilities 409 409 409

Other changes in equity 64 64 224 160

Balance at 31 December 2007 11132 22723 5240 164 3994 602 33047 1147 34194

Net profit for the period 28022 28022 25 27997

Revaluation of investments 242 242 11 231

Reclass to income statement due to

saleofgroupcompanies 140 140 280 280

Foreign exchange differences 49 50 50

Change in equity eliminations due to

sale of group companies 1714 76 1638 1638

Other non-owner changes in equity 22 22 22

Total non-ownerchanges in equity 1736 91 28022 179 26374 36 26338

Transfer 3994 3994

Dividend 1371 1371 1372

Increase of capital net 706 785 1491 1491

Treasury shares 11 11 11

Decrease of minority interest due to

sale of group companies 667 667

Otherchangesinequity

Balance at 31 December 2008 11838 23508 879 73 28022 423 6795 515 7310

Changes in equity are described in greater detail in note and note



Consolidated cash flow statement

2008 2007

Profit before taxation 477 121

Adjustments on non-cash items included in profit before taxation

Unrealised gains losses 508 332
Share of profits in associates and joint ventures 27 56
Depreciation amortisation and accretion 375 185

Provisions and impairments 611 53

Share based compensation expense

Changes in operating assets and ilabilities

Assets and liabilities held for trading 350 19
Due from banks 12694 1331

Due from customers 3371 435

Reinsurance and other receivables 122 100
Investments related to unit-linked contracts 3107 2295
Due to banks 4861 2184
Due to customers 5495
Liabilities arising from insurance and investment contracts 2271 4565

Liabilities related to unit-linked contracts 3070 2474
Net changes in all other operational assets and liabilities 1971 8482

Dividend received from associates

Incometaxpaid 46 105
Cash flow from operating activities 3401 7062

Purchases of investments 13918 29688
Proceeds from sales and redemptions of investments 13648 23103

Purchases of investment property 22 177
Proceeds from sales of investment property 55

Purchases of property plant and equipment 54 66
Proceeds from sales of property plant and equipment 20 71

Acquisition of subsidiaries associates and joint ventures 55 16225
Divestments of subsidiaries associates and loint venturesl 14654 989

Purchases of intangible assets 26 26
Cash flow from investing activities 15061 21964

Proceeds from the issuance of debt certificates 2221 1946

Payment of debt certificates 5335 392
Proceeds from the issuance of subordinated liabilities 1118 66

Payment of subordinated liabilities 69 97
Proceeds from the issuance of other borrowings 18

Payment of other borrowings 31 21
Proceeds from the issuance of shares 1491 5756

Purchases of treasury shares 80
Proceeds from sales of treasury shares 33 13

Dividends paid to shareholders of the parent company 1378 1950
Dividends paid to minority interests 33
Cash flow from financing activities 1939 15215

Effect of exchange rate differences on cash and cash equivalents 26 17

Net increase decrease of cash and cash equivalents 20427 296

Cash flow from operating activities from discontinued operations 10039
Cash flow from investment activities from discontinued operations 4702

Cash flow from financing activities from discontinued operations 11786

Effect of exchange rate differences on cash and cash equivalents from discontinued operations 798
Net increase decrease of cash and cash equivalents from discontinued operations 5651

Total increase decrease of cash and cash equivalents 20427 5947

Cash and cash equivalents as at January 26360 20413

Cash arid cash equivalents as at 31 December 5933 26360

Supplementary disclosure of operating cash flow information

Interest received 2947 2777

Dividend received from investments 119 174

Interest paid 1288 1294

Since the financial information for the disposed entities as at disposal date was not available this item represents the cash received less the cash at

Januaiy 2008 of the entities sold





General Notes



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 NV incorporated in the Netherlands with its registered office at

Archimedeslaan Utrecht the Netherlands The parent companies own on 50/50 basis all the shares of two holding

companies Fortis Brussels SIVNV and Fortis Utrecht N.y 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 SANV and Fortis N.y the Parent

Companies and all of their subsidiaries In combining the financial statements of Fortis SANV and Fortis NV Fortis has

opted for consortium accounting in order to reflect its activities in the most reliable manner

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 Fortis share shareholders effectively acquire unit that comprises one ordinary Fortis SA/NV share and

one ordinary Fortis N.V share Fortis shares have primary listing on the regulated market 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 secondary listing on the Luxembourg Stock Exchange and sponsored ADR programme in the

United States

Structure of Fortis

Fortis SNNV Fortis N.y

50% 50%

Fortis Brussels SNNV Fortis Utrecht N.y

Fortis Insurance N.y

Fortis Insurance Fortis Insurance

International Belgium



Accounting policies

2.1 General

The Fortis Consolidated Financial Statements including the 2007 comparative figures are prepared in accordance with

International Financial Reporting Standards IFRSs including International Accounting Standards lAS and Interpretations

at 31 December 2008 and as adopted by the European Union For lAS 39 Financial Instruments Recognition and

Measurement the exclusion regarding hedge accounting the so-called carve-out decreed by the European Union on

19 November 2004 is taken into account

Where accounting policies are not specifically mentioned below reference should be made to the IFRSs as adopted by the

European Union

The Fortis Consolidated Financial Statements 2008 are prepared on going concern basis

Fortis incurred exceptional large losses in 2008 and as consequence lost significant part of its capital as indicated in note

Shareholders equity The liquidity position as at 31 December 2008 is presented in note Risk Management

However as disclosed in note 55 Post balance sheet events Fortis is faced with uncertainties related to the agreement of

12 March 2009 between various Fortis entities i.e Fortis SANV Fortis NV Fortis Brussels SNNV Fortis Utrecht N.y and

Fortis Insurance NV BNP Paribas S.A the Belgian State the Federal Participation and Investment Corporation SociØtØ

FØdØrale de Participations et dlnvestissement/Federale Participatie- en lnvesteringsmaatschappij SANV or the SFPI/FPIM

Fortis Bank and Fortis Insurance Belgium setting out the terms and conditions of the transfer of majority of the shares in

Fortis Bank by the SFPI/FPIM to BNP Paribas and the transfer of 25% share in Fortis Insurance Belgium by Fortis

Insurance N.y to Fortis Bank and of the strategic partnership resulting from these transactions the Agreement

The uncertainties can in brief be summarised details on the agreement are provided in note 55 Post-balance sheet date

events as follows

The Agreement will if agreed to by the shareholders of Fortis

generate EUR 1375 million of cash for the sale of 25% share in Fortis Insurance Belgium to Fortis Bank

require cash investment of EUR 760 million representing Fortiss share in the equity of the Special Purpose Vehicle

SPy

mean that the Relative Performance Note RPN will remain in place and that in addition Fortis or in certain more

unlikely scenarios Fortis Bank will be required to make quarterly interest payments under the RPN calculated at rate of

months EURIBOR pIus 20 basis points on the then outstanding amount

recognise the fair value of the call option granted by the SFPI/FPIM in respect of the upside on the BNP Paribas shares

above EUR 68 Assuming that the option extends to 121218054 BNP Paribas shares and based on market information

of 12 March 2009 this option is estimated to have market value of EUR 504 million

The future value of the stake of Fortis in the SPV is dependent on the quality of the structured credit instruments to be

acquired by the SPV and conditions of the funding to be received by the SPV The structured credit instruments are still

under examination and the funding is subject to negotiations In any case the maximumdownside risk of Fortis related to

the SPV is the initial investment of EUR 760 million

In the case of negative vote on the proposed resolution to the shareholders meetings Fortis would as legal matter

continue to be bound by fallback provision in Share Purchase Agreement of 10 October 2008 with the SFPI/FPIM as

amended relating to the financing of the SPV This agreement provides for the financing of the SPV only by Fortis and the

SFPI/FPIM in case the Agreement with BNP Paribas does not take effect In case the fallback provision would be enforced

against Fortis Fortis would be required to fund EUR 6.86 billion out of total amount of EUR 9.36 billion less any

redemptions and subject to currency adjustments To secure such obligation Fortis granted pledge over 100% of its

shares in Fortis Insurance Belgium



Although in the case Fortis has to fund EUR 6.86 billion an agreement is in place with the SFPI/FPIM that it will fund EUR

billion negative vote could have severe negative impact on Fortis liquidity position Fortis is confident based on the

current discussions and the agreements reached in the last months that it will be able to negotiate funding plan that will

leave sufficient liquidity to continue the current operations and to fulfil the obligations resulting from negative vote

Fortis was not able to value its obligation resulting from the commitment to fund the SPV which was established to

acquire the portfolio of structured credit instruments at transaction date nor at year end 2008 because of the various

uncertainties mentioned above in respect of the arrangements made between parties concerned If the obligation could have

been valued it could have an impact on the result on sale of Fortis Bank nv-sa and the results for the year

Fortis is fully aware of the uncertainties it faces with regard to the legal proceedings started as result of the events and

developments occurred between May 2007 and October 2008 see note 52 Contingent liabilities the approval of the

transactions agreed with BNP Paribas and SFPI/FPIM by the shareholders see note 55 Post balance sheet events and the

funding of the SPV see above Although Fortis is confident it will be able to manage these uncertainties and has taken all

measures necessary to contain the effect of negative outcome it can never be excluded that the existence of these

uncertainties may cast significant doubt on the ability of Fortis to continue to operate on going concern basis

Fortis sold on October 2008 Fortis Bank Netherlands Fortis Insurance Netherlands and Fortis Corporate Insurance to the

Dutch State and on 10 October 2008 Fortis Bank Belgium to the Belgium State Fortis has applied the requirements of IFRS

to these operations In the income statement of 2008 the net result realised by these entities until the moment of sale and

the net result on disposal are presented as net result on discontinued operations the presentation of the comparative figures

in the income statement for 2007 has been aligned with the 2008 presentation The net result on discontinued operations is

presented in the segment General The impact of the discontinued operations on the balance sheet of 2008 is shown in

some roll forwards of the individual balance sheet lines by using separate line which discloses the share of the

discontinued operations Also in the Cash Flow statement it is assumed that the discontinued operations left the company

on January 2008 In note Disposals and acquisitions details are provided about the discontinued operations

2.2 Accounting estimates

The preparation of financial statements in conformity with IFRS requires the use of certain accounting estimates It also

requires management to exercise its judgement in the process of applying these accounting policies Actual results may

differ from those estimates and judgemental decisions

Judgements and estimates are principally made in the following areas

estimation of the recoverable amount of impaired assets

determination of fair values of non-quoted financial instruments

determination of the useful life and the residual value of property plant and equipment investment property and

intangible assets

measurement of liabilities for insurance contracts

actuarial assumptions related to the measurement of pension obligations and assets and

estimation of present obligations resulting from past events in the recognition of provisions



2.3 Changes in accounting policies

The accounting policies used to prepare these 2008 Consolidated Financial Statements are consistent with those applied for

the year ended 31 December 2007

The following changes to Standards IFRS5 and Interpretations IFRICs came into effect during the financial year 2008 all

endorsed by the European Union except IFRIC 12 with no material effect on Fortis

IFRIC 11 IFRS Group and Treasury Share Transactions

IFRIC 12 Service Concession Agreements

IFRIC 14 lAS 19 The Limit on Defined Benefit Asset Minimum Funding Requirements and their Interaction

On 13 October 2008 the IASB issued amendments to lAS 39 Financial Instruments Recognition and Measurement and

IFRS Financial Instruments Disclosures endorsed by the European Union on 15 October 2008 The amendments to lAS

39 permit reclassifications from the held for trading or available for sale categories to loans and receivables if the entity has

the intent and ability to hold the financial asset for the foreseeable future The amendments also allow non-derivative financial

assets classified as held for trading to be reclassified in rare circumstances The amendments to IFRS specify the

disclosures to be made in case of transfers The effective date for the amendments is July 2008

During the year 2008 number of changes to IFRSs or IFRICs have been published with later application date

On 10 January 2008 the IASB International Accounting Standards Board published revised version of IFRS BusThess

Combinations and related revisions to lAS 27 Consolidated and Separate Financial Statements not yet endorsed by the

European Union In the new version of IFRS transaction costs directly attributable to the acquisition are no longer

included in the cost of the business combination

Furthermore under IFRS the acquirer can elect to measure any non-controlling interest at fair value at the acquisition date

or at its proportionate interest in the fair value of the identifiable assets and liabilities of the acquiree on transaction-by-

transaction basis

Also partial disposal of an investment in subsidiary that results in loss of control triggers remeasurement of the residual

holding to fair value

This amendment is applicable as from the financial year 2010 with earlier application permitted and could potentially have

an effect on Fortis depending on the acquisitions and divestments that will take place

On 17 January 2008 the IASB issued an amendment to IFRS Share-based Payments endorsed by the European Union

on 16 December 2008 This amendment clarifies that vesting conditions are service conditions and performance conditions

only and introduces non-vesting conditions This amendment is applicable as from the financial year 2009 with earlier

application permitted and is not expected to have material effect on Fortis

On 14 February 2008 the IASB issued amendments to improve the accounting for particular types of financial instruments

that have characteristics similar to those of ordinary shares but that at present are classified as financial liabilities endorsed

by the European Union on 21 January 2009 The amendments affect lAS 32 Financial Instruments Presentation and lAS

Presentation of Financial Statements These amendments are applicable as from the financial year 2009 with earlier

application permitted and are not expected to have material effect on Fortis

On 22 May 2008 the IASB issued Improvements to IFRSs collection of minor amendments to number of IFRSs

endorsed by the European Union on 23 January 2009 These amendments have different application dates and are not

expected to have material effect on Fortis



On the same date the IASB issued an amendment to IFRS First-time Adoption of International Financial Reporting

Standards and lAS 27 Consolidated and Separate Financial Statements endorsed by the European Union on 23 January

2009 related to the cost of an investment in subsidiary in the separate financial statements of parent This amendment

is applicable as from the financial year 2009 with earlier application permitted and is not expected to have material impact

on Fortis

On July 2008 the IFRIC International Financial Reporting Interpretation Committee issued IFRIC 15 Agreements for the

Construction of Real Estate not yet endorsed by the European Union standardising accounting practice across jurisdictions

for the recognition of revenue by real estate developers for sales of units IFRIC 15 is applicable as from the financial year

2009 with earlier application permitted and is not expected to have material effect on Fortis

On the same date the IFRIC issued IFRIC 16 Hedges of Net Investment/n Foreign Operation not yet endorsed by the

European Union clarifying which risks are eligible for hedge accounting IFRIC 16 is applicable as from the financial year

2009 with earlier application permitted and is not expected to have material effect on Fortis

On 31 July 2008 the IASB issued amendments to lAS 39 Financial Instruments Recognition and Measurement not yet

endorsed by the European Union to clarify two hedge accounting issues inflation in financial hedged item and one-

sided risk in hedged item The amendments are applicable as from the financial year 2010 with earlier application

permitted and is not expected to have material effect on Fortis

On 27 November 2008 the IFRIC issued IFRIC 17 Distribution of Non-cash Assets to Owners not yet endorsed by the

European Union This IFRIC clarifies that dividend payable should be recognised when the dividend is appropriately

authorised and is no longer at the discretion of the entity and that the dividend payable should be measured at the fair value

of the net assets to be distributed with the difference between the dividend paid and the carrying amount of the net assets

distributed recognised in the income statement IFRIC 17 is applicable as from the financial year 2010 with earlier

application permitted and is not expected to have material effect on Fortis

Furthermore the following IFRSs and IFRICs will also be applicable as from the financial year 2009 all endorsed by the

European Union

IFRS Operating Segments This Standard requires identification of operating segments on the basis of internal reports

that are regularly reviewed by the entitys chief operating decision maker and could have some effect on the way the

segment reporting is published by Fortis

lAS 23 Borrowing Costs This Standard requires capitalisation of all borrowing costs which is already in line with the

Fortis policy

lAS Presentation of Financial Statements that will only have an impact on presentation not on recognition or

measurement

IFRIC 13 Customer Loyalty Programmes This Interpretation addresses accounting by entities granting loyalty award

credits to customers and is not expected to have material effect on Fortis



2.4 Segment reporting

Primary reporting format business segments

The primary format for reporting segment information is based on business segments Fortis reportable business segments

represent groups of assets and operations engaged in providing financial products or services which are subject to different

risks and returns

Fortis current core activity is Insurance with the following business segments

Fortis Insurance Belgium

Fortis Insurance International

Activities not related to Insurance and elimination differences are reported separately from the Insurance activities in the third

business segment General Account 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 including the

comparative figures for 2007

Transactions or transfers between the business segments are entered into under normal commercial terms and conditions

that would be available to unrelated third parties

Secondary reporting format geographical segments

geographical segment is engaged in providing products or services within 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 as follows

Benelux Belgium the Netherlands Luxembourg

Other European Countries

North America

Asia

Other

2.5 Consolidation principles

Subsidiaries

The Consolidated Financial Statements include those of Fortis SA/NV and Fortis N.y 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 view to resale are accounted for as non-current assets held for sale see section

2.23 Non-current assets held for sale and discontinued operations The result on sale of portion of an interest in

subsidiary without change in control is accounted for in the income statement

In combining the financial statements of Fortis SANV and Fortis NV Fortis has opted for consortium accounting in order to

reflect its activities in the most reliable manner The EU 7th Directive dated 13 June 1983 83/349/EEC states that

Member State may require to draw up Consolidated Financial Statements if the relevant entities are managed on unified

basis or if the administrative management or supervisory bodies of the entities concerned consist for the major part of the

same persons in office during the year This is required in Belgium under art 111 of the Belgian Company Act and in the

Netherlands under the Dutch Civil Code Part Book article 406.1



Fortis sponsored the formation of Special Purpose Vehicles SPV5 primarily for the purpose of asset securitisation

transactions structured debt issuance or to accomplish another well-defined objective Some of the SPVs are bankruptcy-

remote companies whose assets are not available to settle the claims of Fortis SPVs are consolidated if in substance they

are controlled by Fortis

Intercompany transactions balances and gains and losses on transactions between the Fortis companies are eliminated

Minority interests in the net assets and net results of consolidated subsidiaries are shown separately on the balance sheet

and income statement Minority interests are stated at the fair value of the net assets at the date of acquisition Subsequent

to the date of acquisition minority interests comprise the amount calculated at the date of acquisition and the minoritys

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

Joint ventures

Investments in joint ventures are accounted for using the equity method Joint ventures are contractual agreements whereby

Fortis and other parties undertake an economic activity that is subject to joint control

Associates

Investments in associates are accounted for using the equity method These are investments where Fortis has significant

influence but which it does not control The investment is recorded at Fortis share of the net assets of the associate The

ownership share of het 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

Adjustments are made to the financial statements of the associates to ensure consistent accounting policies across Fortis

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

26 Foreign currency

The consolidated Financial Statements are stated in euros which is the functional currency of the Parent companies of

Fortis

Foreign currency transactions

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

Translation of non-monetary items depends on whether the non-monetary items are carried at historical cost or at fair value

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 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

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 the presentation currency of Fortis 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 balance

sheets are translated using the exchange rates prevailing at the balance sheet date Translation exchange differences are

recognised in equity under the heading Currency translation reserve On disposal of 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 net

investment in foreign entity are recorded in equity under Currency translation reserve in the Consolidated Financial

Statements 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 foreign entity are treated as assets and liabilities of the

foreign entity and are translated at the closing exchange rate on the balance sheet date All resulting differences are

recognised in equity under the heading Currency translation reserve until disposal of the foreign entity when 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

2008 2007 2008 2007

euro

Pound sterling 095 0.73 0.80 0.68

US dollar 1.39 1.47 1.47 1.37

Hong Kong dollar 10.80 11.48 11 46 10.69

2.7 Trade and settlement date

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 which is the date when Fortis becomes party to the contractual provisions of

the financial assets

Forward purchases and sales other than those requiring delivery within the time frame established by regulation or market

convention are recognised as derivative forward transactions until settlement

2.8 Offsetting

Financial assets and liabilities are offset and the net amount reported on the balance sheet if there is legally enforceable

right to set off the recognised amounts and there is an intention to settle on net basis or realise the asset and settle the

liability simultaneously



2.9 Classification and measurement of financial assets and liabilities

Fortis classifies financial assets and liabilities based on the business purpose of entering into these transactions

Financial assets

Consequently financial assets are classified as assets held for trading investments due from banks and due from

customers

The measurement and income recognition in the income statement depend on the IFRS classification of the financial assets

being loans and receivables held-to-maturity investments financial assets at fair value through profit or loss and

available-for-sale financial assets This IFRS classification determines the measurement and recognition as follows

Loans and receivables are initially measured at fair value including transaction costs and subsequently measured at

amortised cost using the effective interest method with the periodic amortisation in the income statement

Held-to-maturity investments consist of instruments with fixed or determinable payments and fixed maturity for which the

positive intent and ability to hold to maturity is demonstrated They are initially measured at fair value including

transaction costs and subsequently measured at amortised cost using the effective interest method with the periodic

amortisation recorded in the income statement

Financial assets at fair value through profit or loss include

financial assets held for trading including derivative instruments that do not qualify for hedge accounting

ii financial assets that Fortis has irrevocably designated at initial recognition or first-time adoption of IFRS as held at fair

value through profit or loss because

the host contract includes an embedded derivative that would otherwise require separation

it eliminates or significantly reduces measurement or recognition inconsistency accounting mismatch or

it relates to portfolio of financial assets and/or liabilities that are managed and evaluated on fair value basis

Available-for-sale financial assets are those that are otherwise not classified as loans and receivables held-to-maturity

investments or financial assets designated at fair value through profit or loss Available-for-sale financial assets are

initially measured at fair value including transaction costs and are subsequently measured at fair value with unrealised

gains or losses from fair value changes reported in equity

Financial liabilities

Financial liabilities are classified as liabilities held for trading due to banks due to customers debt certificates subordinated

liabilities and other borrowings

The measurement and recognition in the income statement depends on the IFRS classification of the financial liabilities

being financial liabilities at fair value through profit or loss and other financial liabilities This IFRS classification

determines the measurement and recognition in the income statement as follows

Financial liabilities at fair value through profit or loss include

financial liabilities held for trading including derivative instruments that do not qualify for hedge accounting

ii financial liabilities that Fortis has irrevocably designated at initial recognition or first-time adoption of IFRS as held at

fair value through profit or loss because

the host contract includes an embedded derivative that would otherwise require separation

it eliminates or significantly reduces measurement or recognition inconsistency accounting mismatch or

it relates to portfolio of financial assets and/or liabilities that are managed and evaluated on fair value basis

Other financial liabilities are initially recognised at fair value including transaction costs and subsequently measured at

amortised cost using the effective interest method with the periodic amortisation recorded in the income statement



2.10 Fair value of financial instruments

The fair value of financial instrument is determined based on quoted prices in active markets When quoted prices in active

markets are not available valuation techniques are used Valuation techniques make maximum use of market inputs but are

affected by the assumptions used including discount rates and estimates of future cash flows Such techniques include

market prices of comparable investments discounted cash flows option pricing models and market multiples valuation

methods In the rare case where it is not possible to determine the fair value of an equity related instrument it is accounted

for at cost

On initial recognition the fair value of 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 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

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 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

Fair values for derivative financial instruments are obtained from active markets or determined using as appropriate

discounted cash flow models and option pricing models

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

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

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 short-term payables and receivables the carrying amounts are considered to approximate fair values



2.11 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 Recoveries write-offs and reversals of impairment are included in the

income statement as part of change in impairment

If in subsequent 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

Financial assets

financial asset or group of financial assets is impaired if there is objective evidence of impairment as result of one or

more events 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 below cost at the balance sheet date or has been below cost

for prolonged period at the balance sheet date

Depending on the type of financial asset the recoverable amount can be estimated as follows

the fair value using an observable market price

present value of expected future cash flows discounted at the instruments original effective interest rate for financial

assets carried at amortised cost or

based on the fair value of the collateral

Impairments to available-for-sale equity instruments cannot be reversed through the income statement in subsequent

periods

Goodwill and other intangible assets

See section 2.21 Goodwill and other intangible assets

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 arms 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



2.1 Cash and cash equivalents

Content

Cash and cash equivalents comprise cash on hand freely available balances with central banks and other financial

instruments with less than three months maturity from the date of acquisition

Cash flow statement

Fortis reports cash flows from operating activities using the indirect method whereby the net result is adjusted for the effects

of transactions of non-cash nature any deferrals or accruals of past or future operating cash receipts or payments and

items of income or expense associated with investing or financing cash flows

Interest received and interest paid are presented as cash flows from operating activities in the cash flow statement

Dividends received are classified as cash flows from operating activities Dividends paid are classified as cash flows from

financing activities

2.13 Due from banks and due from customers

Classification

Due from banks and due from customers include loans originated by Fortis by providing money directly to the borrower or to

sub-participation agent and loans purchased from third parties that are carried at amortised cost Debt securities acquired

on the primary market directly from the issuer are recorded as loans provided there is no active market for those securities

Loans that are originated or purchased with the intent to be sold or securitised in the short-term are classified as assets held

for trading Loans that are designated as held at fair value through profit or loss or available for sale are classified as such at

initial recognition

Loan commitments that allow for drawdown of loan within the timeframe generally established by regulation or

convention in the market place are not recognised as derivative financial instruments but are recognised off balance sheet

Measurement

Incremental costs incurred and loan origination fees earned in securing loan are deferred and amortised over the life of the

loan as an adjustment to the yield

Impairment

credit risk for specific loan impairment 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 provision is the difference between the carrying

amount and the recoverable amount being the present value of expected cash flows or alternatively the collateral value

less costs to sell if the loan is secured

An incurred but not reported IBNR impairment on loans is recorded when there is objective evidence that incurred losses

are present in components of the loan portfolio without having specifically identified impaired loans This impairment is

estimated based upon historical patterns of losses in each component reflecting the current economic climate in which the

borrowers operate and taking into account the risk of difficulties in servicing external debt in some foreign countries based

on an assessment of the political and economic situation

Impairments are recorded as decrease in the carrying value of Due from banks and Due from customers

Impairments on loan commitments recorded off balance sheet are classified under Provisions



When specific loan is identified as uncollectible and all legal and procedural actions have been exhausted the loan is

written off against the related charge for impairment subsequent recoveries are credited to change in impairment in the

income statement

2.14 Sale and repurchase agreements and lending/borrowing securities

Securities subject to repurchase agreement repos are not derecognised from the balance sheet The liability resulting

from the obligation to repurchase the assets is included in Due to banks or Due to customers depending on the type of

counterparty Securities purchased under agreements to resell reverse repos are not recognised on the balance sheet

The right to receive cash from the counterparty is recorded as Due from banks or Due from customers depending on the

type of counterparty The difference between the sale and repurchase price is treated as interest and accrued over the life of

the agreements using the effective interest method

Securities lent to counterparties remain on the balance sheet Similarly securities borrowed are not recognised on the

balance sheet If borrowed securities are sold to third parties the proceeds from the sale and liability for the obligation to

return the collateral are recorded The obligation to return the collateral is measured at fair value through profit or loss and is

classified as liability held for trading Cash advanced or received related to securities borrowing or lending transactions is

recorded as Due from banks Due from customers or Due to banks Due to customers

2.15 Assets and liabilities held for trading

financial asset or financial liability is classified as held for trading if it is

acquired or incurred principally for the purpose of selling or repurchasing it in the near term

part of portfolio of identified financial instruments that are managed together and for which there is evidence of recent

actual pattern of short-term profit taking or

derivative except for derivative that is designated and effective hedging instrument

Assets and liabilities held for trading are initially recognised and subsequently measured at fair value through profit or loss

The realised and unrealised results are included in Other realised and unrealised gains and losses Interest received paid

on assets liabilities held for trading is reported as interest income expense Dividends received are included in Dividend

and other investment income

2.16 Investments

Management determines the appropriate classification of its investment securities at the time of the purchase Investment

securities with fixed maturity where management has both the intent and the ability to hold to maturity are classified as

held to maturity Investment securities to be held for an indefinite period of time which may be sold in response to needs for

liquidity or changes in interest rates exchange rates or equity prices are classified as available for sale Investment securities

that are acquired for the purpose of generating short-term profits are considered to be held for trading Any investment

other than investments in equity instruments without quoted market price in an active market may be designated on initial

recognition as financial instrument at fair value through profit or loss

Held-to-maturity investments are carried at amortised cost less any impairment changes Any difference between the initial

recognition amount resulting from transaction costs initial premiums or discounts is amortised over the life of the investment

using the effective interest method If held-to-maturity investment is determined to be impaired the impairment is

recognised in the income statement



Available-for-sale investment securities are held at fair value Changes in the fair value are recognised directly in equity until

the asset is sold unless the asset is hedged by derivative If an investment is determined to be impaired the impairment is

recognised in the income statement For impaired available-for-sale investments unrealised losses previously recognised in

equity are transferred to the income statement when the impairment occurs

If in subsequent period the fair value of debt instrument classified as available for sale increases and the increase can

be objectively related to an event occurring after the impairment was recognised in the income statement the impairment is

reversed with the amount of the reversal recognised in the income statement Impairments recognised in the income

statement for an investment in an equity instrument classified as available for sale are not reversed through the income

statement

Available-for-sale investment securities that are hedged by derivative are carried at fair value with movements in fair value

recognised through the income statement for the part attributable to the hedged risk and through equity for the remaining

part

Held-for-trading assets and assets designated as held at fair value through profit or loss are carried at fair value Changes in

the fair value are recognised in the income statement

Investment property

Investment properties are those properties held to earn rental income or for capital appreciation Fortis may also use certain

investment properties for its own use If the own use portions can be sold separately or leased out separately under

finance lease these portions are accounted for as property plant and equipment If the own use portions cannot be sold

separately the property is treated as investment property only if Fortis holds an insignificant portion for its own use

Investment property is measured at cost less accumulated depreciation and any accumulated impairment losses

Depreciation 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 residual value and the useful life of investment property are determined for each significant

part separately component approach and are reviewed at each year end

Fortis rents its investment property under various non-cancellable rental contracts Certain contracts contain renewal options

for various periods of time the rental income associated with these contracts is recognised on straight-line basis over the

rental term as investment income

Transfers to or from investment property are only made when there is change of use

into investment property at the end of owner-occupation or at the start of an operating lease to another party or at the

end of construction or development and

out of investment property at the commencement of owner-occupation or start of development with view to sale

When the outcome of construction contract can be estimated reliably contract revenue and contract costs associated

with the construction contract are recognised as revenue and expenses respectively by reference to the stage of completion

of the contract activity at the balance sheet date When it is probable that total contract costs will exceed total contract

revenue the expected loss is recognised as an expense immediately



2.17 Leasing

Fortis as lessor

Assets leased under operating leases are included in the consolidated balance sheet under investment property

buildings and under property plant and equipment equipment and motor vehicles They are recorded at cost less

accumulated depreciation Rental income net of any incentives given to lessees is recognised on straight-line basis over

the lease term Initial direct costs incurred by Fortis are added to the carrying amount of the leased asset and recognised as

an expense over the lease term on the same basis as the rental income

Fortis has also entered into finance leases in which substantially all the risks and rewards related to ownership of the leased

asset other than legal title are transferred to the customer

When assets held are subject to finance lease the present value of the lease payments and any guaranteed residual value

is recognised as receivable The difference between the gross receivable and the present value of the receivable is

recognised as unearned finance income Lease interest income is recognised over the term of the lease based on pattern

reflecting constant periodic rate of return on the net investment outstanding in respect of finance leases Initial direct costs

incurred by Fortis are included in the finance lease receivable and allocated against lease interest income over the lease

term

Fortis as lessee

Fortis principally enters into operating leases for the rental of equipment and land and buildings Payments made under such

leases are typically charged to the income statement principally on straight-line basis over the period of the lease When an

operating lease is terminated before the lease period has expired any payment required to be made to the lessor by way of

penalty is recognised as an expense in the period in which termination takes place

Any incentives received from the lessor in relation to operating leases are recognised as reduction of rental expense over

the lease term on straight-line basis

If the lease agreement transfers substantially all the risks and rewards incident to ownership of the asset the lease is

recorded as finance lease and the related asset is capitalised At inception the asset is recorded at the lower of the

present value of the minimum lease payments or fair value and depreciated over the shorter of its estimated useful life or the

lease term The corresponding lease obligation net of finance charges is recorded as borrowings The interest element of

the finance cost is charged to the income statement over the lease term so as to produce constant periodic rate of interest

on the remaining balance of the obligation for each period

2.18 Investments related to unit-linked contracts

Investments related to unit-linked insurance and investment contracts represent funds maintained to meet specific

investment objectives of third parties that bear the investment risk Treasury shares held on behalf of policyholders are

eliminated



2.19 Reinsurance and other receivables

Reinsurance

Fortis assumes and/or cedes reinsurance in the normal course of business Reinsurance receivables principally include

balances due from both insurance and reinsurance companies for ceded insurance liabilities Amounts recoverable from or

due to reinsurers are estimated in manner consistent with the amounts associated with the reinsured policies and in

accordance with the reinsurance contract Reinsurance is presented on the balance sheet on gross basis unless right of

offset exists

Contracts that transfer significant insurance risk are classified as reinsurance contracts Investment contracts are those

contracts that transfer financial risk without transferring significant insurance risk

Reinsurance contracts are reviewed to determine if significant insurance risk is transferred within the contract Reinsurance

contracts that do not transfer significant insurance risk are accounted for using the deposit method and included in loans or

borrowings as reinsurance financial asset or liability reinsurance financial asset or liability
is recognised based on the

consideration paid or received less any explicitly identified premiums or fees to be retained by the reinsured Amounts

received or paid under these contracts are accounted for as deposits using the effective interest method

Other reCevabIes

Other receivables arising from the normal course of business and originated by Fortis are initially recorded at fair value and

subsequently measured at amortised cost using the effective interest method less impairments

2.20 Property plant and equipment

All real estate held for own use and fixed assets are stated at cost less accumulated depreciation except for land that is not

depreciated and any accumulated impairment losses Cost is the amount of cash or cash equivalents paid or the fair value

of the other consideration given to acquire an asset at the time of its acquisition or construction

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 useful life of the buildings is determined for each significant part

separately component approach and is reviewed at each year end The real estate is therefore split into the following

components structure closing techniques and equipment heavy finishing and
light finishing

The maximumuseful 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 have been determined individually

As general rule residual values are considered to be zero

Repairs and maintenance expenses are charged to the income statement when the expenditure is incurred Expenditures

that enhance or extend the benefits of real estate or fixed assets beyond their original use are capitalised and subsequently

depreciated

For borrowing costs to finance the construction of property plant and equipment see section 2.37 Borrowing costs



2.21 Goodwill and other intangible assets

Intangible assets

An intangible asset is an identifiable non-monetary asset and 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

Intangible assets with indefinite lives which are not amortised are instead tested for impairment at least annually Any

impairment loss identified is recognised in the income statement Intangibles are recorded on the balance sheet at cost less

any accumulated amortisation and any accumulated impairment losses The residual value and the useful life of intangible

assets are reviewed at each year end With the exception of goodwill Fortis does not have intangible assets with indefinite

useful lives

Intangible assets with definite lives are amortised over the estimated useful life

Goodwill

Acquisitions of companies are accounted for using the purchase method of accounting 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 Goodwill arising on the acquisition of subsidiary is reported on the balance sheet as an intangible asset

Goodwill arising on business combinations before January 2004 is deducted from equity and is not restated under IFRS

At acquisition date it is allocated to those cash-generating units that are expected to benefit from the synergies of the

business combination It is not amortised but instead is tested for impairment Goodwill arising on the acquisition of an

associate is presented as part of the investment in the associate

Any excess of the acquired interest in the net fair value of the acquirees assets liabilities and contingent liabilities over the

acquisition cost is recognised immediately in the income statement

Fortis assesses the carrying value of goodwill annually or more frequently if events or changes in circumstances indicate

that such carrying value may not be recoverable If such indication exists the recoverable amount is determined for the

cash-generating unit to which goodwill belongs This amount is then compared to the carrying amount of the cash-

generating unit and an impairment loss is recognised if the recoverable amount is less than the carrying amount Impairment

losses are recognised immediately in the income statement

In the event of an impairment loss Fortis first reduces the carrying amount of goodwill allocated to the cash generating unit

and then reduces the other assets in the cash-generating unit pro rata on the basis of the carrying amount of each asset in

the cash generating unit Previously recognised impairment losses relating to goodwill are not reversed

Fortis may obtain control of subsidiary in more than one transaction When this occurs each exchange transaction is

treated separately by Fortis The cost of each transaction is compared to the fair value of each transaction to determine the

amount of goodwill associated with that individual transaction Before Fortis obtains control of the entity the transaction may

qualify as an investment in an associate and may be accounted for using the equity method If so the fair value of the

investees identifiable net assets at the date of each earlier transaction will have been determined in applying the equity

method to the investment



Other intangible assets

Value of business acquired VOBA
Value of business acquired represents the difference between the fair value at acquisition date and the subsequent carrying

value of portfolio of contracts acquired in business or portfolio acquisition VOBA is recognised as an intangible asset

and amortised over the income recognition period of the portfolio of contracts acquired

Internally generated intangible assets

Internally generated intangible assets are capitalised when Fortis can demonstrate all of the following

the technical feasibility of completing the intangible asset so that it will be available for use or sale

its intention to complete the intangible asset and use or sell it

its ability to use or sell the intangible asset

how the intangible asset will generate probable future economic benefits

the availability of adequate technical financial and other resources to complete the development and to use or sell the

intangible asset and

its ability to measure reliably the expenditure attributable to the intangible asset during its development

Intangible assets arising from research and internally generated goodwill are not capitalised

Software

Software for computer hardware that cannot operate without that specific software such as the operating system is an

integral part of the related hardware and it is treated as property plant and equipment If the software is not an integral part

of the related hardware the costs incurred during the development phase for which Fortis can demonstrate all of the above-

mentioned criteria are capitalised as an intangible asset and amortised using the straight-line method over the estimated

useful life In general such software is amortised over maximum of years

Other intangible assets with definite lives

Other intangible assets include intangible assets with definite lives such as trademarks and licenses that are generally

amortised over their useful lives using the straight-line method Intangible assets with finite lives are reviewed at each

reporting date for indicators of impairment In general such intangible assets have an expected useful life of 10 years at

most



2.22 Deferred acquisition costs

General

The costs of 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 are deferred and amortised

Deferred acquisition costs CDAC are periodically reviewed to ensure they are recoverable based on estimates of future

profits of the underlying contracts

Amortisation in proportion to anticipated premiums

For insurance Life products and investment products both without discretionary participation features DAC is amortised in

proportion to anticipated premiums Assumptions as to anticipated premiums are estimated at the date of policy issuance

and are consistently applied during the life of the contracts Deviations from estimated experience are reflected in the income

statement in the period such deviations occur For these contracts the amortisation periods generally are for the total life of

the policy

Amortisation in line with Estimated Gross Profit margin EGP
For insurance Life products and investment Life products both with discretionary participation features DAC is amortised

over the expected life of the contracts based on the present value of the estimated gross profit margin or profit amounts

using the expected investment yield Estimated gross profit margin includes anticipated premiums and investment results

less benefits and administrative expenses changes in the net level premium reserve and expected policyholder dividends as

appropriate Deviations of actual results from estimated experience are reflected in the income statement in the period in

which such deviations occur DAC is adjusted for the amortisation effect of unrealised gains losses recorded in equity as if

they were realised with the related adjustment to unrealised gains losses in equity

Amortisation in line with earned premiums

For short duration contracts DAC is amortised over the period in which the related premiums written are earned Future

investment income at risk-free rate of return is considered in assessing the recoverability of DAC

Amortisation in line with related revenues of service provided

Some investment contracts without discretionary participation features issued by insurance entities involve both the

origination of financial instrument and the provision of investment management services Where clearly identifiable the

incremental costs relating to the right to provide investment management services are recognised as an asset and are

amortised as the entities recognise the related revenues The related intangible asset is tested for recoverability at each

reporting date Fee charges for managing investments on these contracts are recognised as revenue as the services are

provided

2.23 Non-current assets held for sale and discontinued operations

Non-current assets or group of assets and liabilities held for sale are those for which Fortis will recover the carrying amount

from sale transaction that is expected to qualify as sale within year instead of through continuing use

discontinued operation is part of Fortis that has been disposed of or is classified as held for sale and

represents separate major line of business or geographical area of operations

is part of single co-ordinated plan to dispose of separate major line of business or geographical area of operations or

is subsidiary acquired exclusively with view to resale

Non-current assets held for sale and disposal groups are not depreciated but measured at the lower of its carrying amount

and fair value less costs to sell and are separately presented on the balance sheet

Results on discontinued operations are presented separately in the income statement



2.24 Derivative financial instruments and hedging

Recognition and classification

Derivatives are financial instruments such as swaps forward and future contracts and options both written and purchased

The value of these financial instruments changes in response to change in various underlying variables require little or no net

initial investment and are settled at future date

All derivatives are recognised on the balance sheet at fair value on the trade date

derivatives held for trading in Assets held for trading and Liabilities held for trading

derivatives that qualify for hedge accounting in Accrued interest and other assets and Accrued interest and other

liabilities

Subsequent changes in the clean fair value i.e excluding the interest accruals of derivatives are reported in the income

statement under Other realised and unrealised gains and losses

Financial assets or liabilities can include embedded derivatives Such financial instruments are often referred to as hybrid

financial instruments Hybrid financial instruments include reverse convertible bonds bonds whose repayment may take the

form of equities or bonds with indexed interest payments If the host contract is not carried at fair value through profit or loss

and the characteristics and risks of the embedded derivative are not closely related to those of the host contract the

embedded derivative should be separated from the host contract and measured at fair value as stand-alone derivative

Changes in the fair value are recorded in the income statement The host contract is accounted for and measured applying

the rules of the relevant category of the financial instrument

However if the host contract is carried at fair value through profit or loss or if the characteristics and risks of the embedded

derivative are closely linked to those of the host contract the embedded derivative is not separated and the hybrid financial

instrument is measured as one instrument

Embedded derivatives requiring separation are reported as hedging derivatives or derivatives held for trading as appropriate

Hedging

On the date derivative contract is entered into Fortis may designate this contract as either hedge of the fair value of

recognised asset or liability fair value hedge hedge of net investment in foreign entity or hedge of future cash

flows attributable to recognised asset or liability or forecasted transaction cash flow hedge Hedges of firm

commitments are fair value hedges except for hedges of foreign exchange risk which are accounted for as cash flow

hedges

At the start of the transaction Fortis documents the relationship between hedging instruments and hedged items as well as

its risk management objective and strategy for undertaking various hedge transactions

Fortis also documents its assessment both at the start of the hedge and on an ongoing basis of whether the derivatives

that are used in hedging transactions are highly effective in offsetting changes in fair values or cash flows of hedged items

Only assets liabilities firm commitments or highly probable forecast transactions that involve party external to Fortis are

designated as hedged items

The change in fair value of hedged asset or liability that is attributable to the hedged risk and the change in the fair value of

the hedging instrument in fair value hedge are recognised in the income statement The change in the fair value of interest

bearing derivative instruments is presented separately from interest accruals



If the hedge no longer meets the criteria for hedge accounting or is otherwise discontinued the adjustment to the carrying

amount of hedged interest-bearing financial instrument that results from hedge accounting is amortised using the new

effective interest rate calculated on the hedge discontinuance date

Changes in the fair value of derivatives that are designated and qualify as cash-flow hedges are recognised in equity under

the caption Unrealised gains and losses Any hedge ineffectiveness is immediately recognised in the income statement

When the hedge of forecasted transaction or firm commitment results in the recognition of non-financial asset or of

non-financial liability the gains and losses previously deferred in equity are transferred from equity and included in the initial

measurement of that non-financial asset or liability Otherwise amounts deferred in equity are transferred to the income

statement and classified as profit or loss in the periods during which the hedged firm commitment or forecasted transaction

affects the income statement

This also applies if the hedge no longer meets the criteria for hedge accounting or is otherwise discontinued but the hedged

forecasted transactions or firm commitments are still expected to occur If the hedged forecasted transactions or firm

commitments are no longer expected to occur the amounts deferred in equity are transferred to the income statement

directly

For net investment hedges see section 2.6 Foreign currency

2.25 Securitisations

Securitisations may take the form of sale of the related assets or credit risk transfer through the use of funded credit

derivatives to special purpose entities These special purpose entities then issue various security tranches to investors The

financial assets included in securitisation are fully or partially derecognised when Fortis transfers substantially all risks and

rewards of the assets or portions thereof or when Fortis neither transfers nor retains substantially all risks and rewards but

does not retain control over the financial assets transferred

2.26 Liabilities arising from insurance and investment contracts

General

These liabilities relate to insurance contracts investment contracts with discretionary participation features DPF and

investment contracts that transfer insurance risk financial risk or both

Discretionary participation features

Most Life insurance or investment contracts contain guaranteed benefit Some of them may also contain discretionary

participation feature This feature entitles the holder of the contract to receive as supplement to guaranteed benefits

additional benefits or bonuses

that are likely to be significant portion of the total contractual benefits

whose amount or timing is contractually at the discretion of Fortis

that are contractually based on

the performance of specified pool of contracts or specified type of contract

realised and/or unrealised investment returns on specified pool of assets held by Fortis

the profit or loss of Fortis fund or other entity that issued the contract

For Life-insurance contracts and investment contracts with discretionary participation features current policyholder

dividends are accrued based on the contractual amount due based on statutory net income restrictions and payment

terms



Shadow accounting

In some of Fortis accounting models realised gains or losses on assets have direct effect on all or part of the

measurement of its insurance liabilities and related deferred acquisition costs Fortis applies shadow accounting to the

changes in fair value of the available for sale investments and of assets and liabilities held for trading that are linked to and

therefore affect the measurement of the insurance liabilities These changes in fair value will therefore not be part of equity or

net profit

The whole of the remaining unrealised changes in fair value of the available-for-sale portfolio after application of shadow

accounting that are subject to discretionary participation features are classified as separate component of equity

An additional deferred profit sharing liability DPL is accrued based on constructive obligation or the amount legally or

contractually required to be paid on differences between statutory and IFRS income and unrealised gains or losses recorded

in equity

Liability adequacy test LAT
This test is carried out at each reporting date to assess whether the recognised liabilities are adequate using current

portfolio yields to estimate future cash flows The adequacy of the liability is tested on the level of homogeneous product

groups If the liabilities are not adequate to provide for future cash flows including cash flows such as maintenance costs as

well as cash flows resulting from embedded options and guarantees and amortisation of the deferred acquisition costs

DAC the DAC is written off and/or additional liabilities are established based on best estimate assumptions Any

recognised deficiency is immediately recorded in the income statement similar LAT was carried out applying current

market yields to the investment portfolio excluding unrealised capital gains to determine future cash flows Fortis LAT policy

includes harmonised processes across Fortis companies

Classification

Insurance contracts and reinsurance contracts

Contracts that transfer significant insurance risk are classified as insurance contracts and reinsurance contracts These

contracts can also transfer financial risk

Investment contracts with discretionary participation features

Contracts that transfer financial risk with an additional discretionary participation feature

Investment contracts

Contracts that only transfer financial risk

Liabilities arising from insurance contracts and investment contracts

If the liabilities are not adequate to provide for future cash flows including cash flows such as maintenance costs as well as

cash flows resulting from embedded options and guarantees and amortisation of the deferred acquisition costs DAC the

DAC is written off and/or additional liabilities are established based on best estimate assumptions Any recognised deficiency

is immediately recorded in the income statement



Life insurance

Future policy benefits

For Life insurance contracts future policy benefit liabilities are calculated using 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

Minimum guaranteed returns

For Life insurance contracts with minimum guaranteed returns additional 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

Embedded derivatives

Embedded derivatives not closely related to the host contracts are separated from the host contracts and measured at fair

value through profit or loss Actuarial assumptions are revised at each reporting date with the resulting impact recognised in

the income statement

Investment contracts without discretionary participation features

Investment contracts without discretionary participation features are valued at amortised cost and reported as deposit

liability

Non-life insurance

Claims

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 Estimates of

claims incurred but not reported are developed using past experience current claim trends and the prevailing social

economic and legal environments The liability for Non-life insurance claims and claim adjustment expenses is based on

estimates of expected losses after taking into account reimbursements recoveries salvage and subrogation and takes into

consideration managements judgement on anticipated levels of inflation claim handling costs legal risks and the trends in

claims Non-life liabilities for workers compensation business are presented at their net present value The liabilities

established are adequate to cover the ultimate costs of claims and claim adjustment expenses Resulting adjustments are

recorded in the income statement Fortis does not discount its liabilities for claims other than for claims with determinable

and fixed payment terms

Investment contracts without discretionary participation features

Investment contracts without discretionary participation features are valued at amortised cost and reported as deposit

liability

Reinsurance

Liabilities relating to accepted or ceded reinsurance business that do not transfer significant insurance risk may be

considered to be financial liabilities and the liabilities are accounted for in the same way as other financial liabilities

The accounting requirements for liabilities related to accepted reinsurance contracts with significant insurance risk are the

same as those that apply to direct written insurance contracts

Deposits from reinsurers under ceded reinsurance that transfer significant insurance risk equal the amount due at the

balance sheet date

Reinsurance liabilities are reported under other liabilities



2.27 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 Unit-linked contracts are specific type of Life insurance contracts governed by Article 25

of EU Directive 2002/831EC where the benefits are linked to UCITS Undertakings for Collective Investment in Transferable

Securities share basket or reference value or to combination of these values or units laid down in the contract 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

2.28 Debt certificates subordinated liabilities and other borrowings

Debt certificates subordinated liabilities and other borrowings are initially recognised at fair value including direct transaction

costs incurred Subsequently they are measured at amortised cost and any difference between net proceeds and the

redemption value is recognised in the income statement over the period of the borrowing using the effective interest method

Debt that can be converted into fixed number of Fortis own shares is separated into two components on initial

recognition liability instrument and an equity instrument The liability component is first determined by measuring the

fair value of similar liability including any embedded non-equity derivative features that does not have an associated equity

component

The carrying amount of the equity instrument represented by the option to convert the instrument into common shares is

then determined by deducting the carrying amount of the financial liability from the amount of the compound instrument as

whole

Preference shares which carry mandatory coupon or which are redeemable on specific date or at the option of the

shareholder including those preferred shares that establish such contractual obligation indirectly through their terms and

conditions are classified as borrowings The dividends on these preference shares are recognised in the income statement

as interest expense on an amortised cost basis using the effective interest method

If Fortis purchases its own debt it is removed from the balance sheet and the difference between the carrying amount of the

liability and the consideration paid is included in the income statement

In determining whether preference shares are classified as financial
liability or as an equity instrument Fortis assesses the

particular rights attached to the shares to determine whether they exhibit the fundamental characteristic of financial liability

2.29 Employee benefits

Pension liabilities

Fortis operates number of defined benefit and defined contribution plans throughout its global activities in accordance with

local conditions or industry practices The pension plans are generally funded through payments to insurance companies or

trustee administered plans determined by periodic actuarial calculations

defined benefit plan is pension plan that defines an amount of pension benefit that an employee will receive on

retirement usually dependant on one or more factors such as age and years of service defined contribution plan is

pension plan under which Fortis pays fixed contributions

Qualified actuaries calculate the pension assets and liabilities at least annually



For defined benefit plans the pension costs and related pension assets or liabilities are estimated using the projected unit

credit method This method sees each period of service as giving rise to an additional unit of benefit entitlement and

measures each unit separately to build up the final liability
Under this method the cost of providing these benefits is charged

to the income statement to spread the pension cost over the service lives of employees The pension liability is measured at

the present value of the estimated future cash outflows using interest rates determined by reference to market yields on high

quality corporate bonds that have terms to maturity approximating the terms of the related liability Net cumulative

unrecognised actuarial gains and losses for defined benefit plans exceeding the corridor greater than 10% of the present

value of the defined benefit obligation or 10% of the fair value of any plan assets are recognised in the income statement

over the average remaining service lives of the employees

Past-service costs are recognised immediately in the income statement unless the changes to the pension plan are

conditional on the employees remaining in service for specified period of time the vesting period In this case the past-

service costs are amortised on straight-line basis over the vesting period

Assets that support the pension liabilities of an entity must meet certain criteria in order to be classified as qualifying

pension plan assets These criteria relate to the fact that the assets should be legally separate from Fortis or its creditors If

these criteria are not met the assets are included in the relevant item on the balance sheet such as investments property

plant and equipment If the assets meet the criteria they are netted against the pension liability

When the fair value of the plan assets is netted against the present value of the obligation of defined benefit plan the

resulting amount could be negative an asset In this case the recognised asset cannot exceed the total of any cumulative

unrecognised net actuarial losses and past service costs and the present value of any economic benefits available in the

form of refunds from the plan or reductions in future contributions to the plan

Benefit plans that provide long-term service benefits but that are not pension plans are measured at present value using the

projected unit credit method

Fortis contributions to defined contribution pension plans are charged to the income statement in the year to which they

relate

Other post-retirement liabilities

Some of the Fortis companies provide post-retirement employee benefits to retirees such as preferential interest rate loans

and health care insurance Entitlement to these benefits is usually based on the employee remaining in service up to

retirement age and the completion of minimum service period Expected costs of these benefits are accrued over the

period of employment using methodology similar to that for defined benefit pension plans These liabilities are determined

based on actuarial calculations

Equity options and equity participation plans

Share options and restricted shares are granted to directors and to employees for services received The fair value of the

services received is determined by reference to the fair value of the share options and restricted shares granted

Compensation expense is measured on the grant date based on the fair value of the options and restricted shares and is

recognised either immediately at grant date if there is no vesting period or over the vesting period of the options and

restricted shares

The fair value of the share options is determined using an option-pricing model that takes into account the stock price at the

grant date the exercise price the expected life of the option the expected volatility
of the underlying stock and the expected

dividends on it and the risk-free interest rate over the expected life of the option When the options are exercised and new

shares are issued the proceeds received net of any transabtion costs are credited to share capital par value and the

surplus to share premium If for this purpose own shares have been repurchased they will be eliminated from treasury stock



Loans granted at preferential rates

Loans are sometimes provided to employees at an interest rate which is lower than the market rate The terms of the loans

granted at preferential rates state that employees lose the benefit of receiving preferential rate upon termination of

employment at which time the interest rate on the loan is adjusted to the applicable market rate However some Fortis

entities allow their employees to keep the preferential rate subsequent to retirement

For the first category the difference between the net present value of the loans at preferential rate and the net present value

at the prevailing market rate is recognised in the balance sheet as deferred compensation expense and recorded under

operating and administrative expenses over the period that the employee obtains the benefit Likewise interest income is

corrected to show the loans at market rate

When loans continue after retirement and the former employees continue to benefit from preferential rates due to their past

service at Fortis this benefit is taken into account in determining post-retirement benefits other than pensions

Employee entitlements

Employee entitlements to annual leave and long-service leave are recognised when they accrue to employees provision is

made for the estimated liability for annual leave and long-service leave as result of services rendered by employees up to

the balance sheet date

2.30 Provisions contingencies commitments and financial guarantees

Provisions

Provisions are liabilities involving uncertainties in the amount or timing of payments Provisions are recognised if there is

present obligation to transfer economic benefits such as cash flows as result of past events and if reliable estimate can

be made at the balance sheet date Provisions are established for certain guarantee contracts for which Fortis is responsible

to pay upon default of payment Provisions are estimated based on all relevant factors and information existing at the

balance sheet date and are typically discounted at the risk-free rate

Contingencies

Contingencies are those uncertainties where an amount cannot be reasonably estimated or when it is not probable that

payment will be required to settle the obligation

Commitments

Loan commitments that allow for draw down of loan within the timeframe generally established by regulation or convention

in the market place are not recognised as derivative financial instruments Loan commitments that are designated as at fair

value through profit or loss or where Fortis has past practice of selling the assets resulting from its loan commitments are

recognised on the balance sheet at fair value with the resulting change recognised in the income statement Acceptances

comprise undertakings by Fortis to pay bills of exchange drawn on customers Fortis expects most acceptances to be

settled simultaneously with the reimbursement from customers Acceptances are not recognised in the balance sheet and

are disclosed as commitments

Financial guarantees

Financial guarantee contracts that require payments to be made in response to changes in specified interest rate financial

instrument price commodity price foreign exchange rate index of prices or rates credit rating or credit index or other

variables and non-financial variables which are not specific to party to the contract are accounted for as derivatives

Financial guarantee contracts requiring Fortis to make specified payments to reimburse the holder for loss it incurs

because specified debtor fails to make payment when due are accounted for as insurance contracts if significant

insurance risk is transferred to Fortis



2.31 Equity

Share capital and treasury shares

Share issue costs

Incremental costs directly attributable to the issue of new shares or share options other than on business combination are

deducted from equity net of any related income taxes

Preference shares

Preference shares which are non-redeemable and upon which dividends are declared at the discretion of the directors are

classified as equity

Treasury shares

When the Parent Companies or their subsidiaries purchase Fortis share capital or obtain rights to purchase their share

capital the consideration paid including any attributable transaction costs net of income taxes are shown as deduction

from equity

Dividends paid on treasury shares that are held by Fortis companies are eliminated when preparing the Consolidated

Financial Statements

Fortis shares held by Fortfinlux S.A in the framework of FRESH capital securities are also not entitled to dividend or capital

In calculating dividend net profit and equity per share these shares are eliminated The cost price of the shares is deducted

from equity

Compound financial instruments

Components of compound financial instruments liability and equity parts are classified in their respective area of the

balance sheet

Other equity components

Other elements recorded in equity are related to

direct equity movements associates see section 2.5 Consolidation principles

foreign currency see section 2.6 Foreign currency

available-for-sale investments see section 2.16 Investments

cash flow hedges see section 2.24 Derivative financial instruments and hedging

discretionary participation features see section 2.26 Liabilities arising from insurance and investment contracts

2.32 interest income and expense

Interest income and interest expense are recognised in the income statement for all interest-bearing instruments whether

classified as held to maturity available for sale held at fair value through profit or loss derivatives or other assets or liabilities

on an accrual basis using the effective interest method based on the actual purchase price including direct transaction

costs Interest income includes coupons earned on fixed and floating rate income instruments and the accretion or

amortisation of the discount or premium

Once financial asset has been written down to its estimated recoverable amount interest income is thereafter recognised

based on the effective interest rate that was used to discount the future cash flows for the purpose of measuring the

recoverable amount



2.33 Gross premium income claims and benefits

Short-duration contracts

short-duration insurance contract is contract that provides insurance protection for fixed period of short duration and

that enables the insurer to cancel the contract or to adjust the terms of the contract at the end of any contract period

Long-duration contracts

long-duration contract is contract that generally is not subject to unilateral changes in its terms such as non-

cancellable or guaranteed renewable contracts and that requires the performance of various functions and services

including insurance protection for an extended period

Premium income when received

Premiums from Life insurance policies and investment contracts with discretionary participation features that are considered

long duration type contracts are recognised as revenue when due from the policyholder Estimated future benefits and

expenses are provided against such revenue to recognise profits over the estimated life of the policies This matching is

accomplished by the establishment of liabilities of the insurance policies and investment contracts with discretionary

participation features and by the deferral and subsequent amortisation of policy acquisition costs

Premium income when earned

For short duration type contracts principally Non-life premiums are recorded as written upon inception of the contract

Premiums are recognised in the income statement as earned on pro rata basis over the term of the related policy

coverage The unearned premium reserve represents the portion of the premiums written relating to the unexpired terms of

the coverage

2.34 Realised and unrealised gains and losses

For financial instruments classified as available for sale realised gains or losses on sales and divestments represent the

difference between the proceeds received and the initial book value of the asset sold minus any impairment losses

recognised in the income statement after adjusting for the impact of any fair value hedge accounting adjustments Realised

gains and losses on sales are included in the income statement in the caption Realised capital gains losses on

investments

For financial instruments carried at fair value through profit or loss the difference between the carrying value at the end of

the current reporting period and the previous reporting period is included in Other realised and unrealised gains and losses

For derivatives the difference between the carrying clean fair value i.e excluding the unrealised portion of the interest

accruals at the end of the current reporting period and the previous reporting period is included in Other realised and

unrealised gains and losses

Previously recognised unrealised gains and losses recorded directly into equity are transferred to the income statement upon

derecognition or upon the financial asset becoming impaired



2.35 Fee and commission income

Fees as integral part of effective interest rate

Fees that are an integral part of the effective interest rate of financial instrument are generally treated as an adjustment to

the effective interest rate This is the case for origination fees received as compensation for activities such as evaluating the

borrowers financial condition evaluating and recording guarantees etc and also for origination fees received on issuing

financial liabilities measured at amortised cost Both types of fees are deferred and recognised as an adjustment to the

effective interest rate However when the financial instrument is measured at fair value through profit or loss the fees are

recognised as revenue when the instrument is initially recognised

Fees recognised as services are provided

Fees are generally recognised as revenue as the services are provided If it is unlikely that specific lending arrangement will

be entered into and the loan commitment is not considered derivative the commitment fee is recognised as revenue on

time proportion basis over the commitment period

Fees recognised upon completion of the underlying transaction

Fees arising from negotiating or participating in the negotiation of transaction for third party are recognised upon

completion of the underlying transaction commission revenue is recognised when the performance obligation is complete

Loan syndication fees are recognised as revenue when the syndication has been completed

Fee revenue from investment contracts

This relates to contracts without discretionary participation features issued by insurance companies that are classified as

investment contracts because the covered insurance risk is not significant Revenues from these contracts consist of fees

for the coverage of insurance administration fees and surrender charges Expenses include mortality claims and interest

credited

2.36 Transaction costs

Transaction costs are included in the initial measurement of financial assets and liabilities other than those measured at fair

value through profit or loss Transaction costs refer to incremental costs directly attributable to the acquisition or disposal of

financial asset or liability They include fees and commissions paid to agents advisers brokers and dealers levies by

regulatory agencies and securities exchanges and transfer taxes and duties

2.37 Borrowing costs

Borrowing costs are generally expensed as incurred Borrowing costs that are directly attributable to the acquisition or

construction of an asset are capitalised while the asset is being constructed as part of the cost of that asset capitalisation

of borrowing costs should commence when

expenditures for the asset and borrowing costs are being incurred and

activities necessary to prepare the asset for its intended use or sale are in progress

capitalisation ceases when the asset is substantially ready for its intended use or sale If active development is interrupted

for an extended period capitalisation is suspended Where construction occurs piecemeal and use of each part is possible

as construction continues capitalisation for each part ceases upon substantial completion of that part

For borrowing associated with specific asset the actual rate on that borrowing is used Otherwise weighted average

cost of borrowings is used



2.38 Income tax expenses

Current tax is the amount of income taxes payable recoverable in respect of the taxable profit tax loss for period

Deferred tax liabilities are the amounts of income taxes payable in future periods in respect of taxable temporary differences

Deferred tax assets are the amounts of income taxes recoverabe in future periods in respect of deductible temporary

differences the carry forward of unused tax losses and of unused tax credits

Income tax payable on profits is recognised as an expense based on the applicable tax laws in each jurisdiction in the period

in which profits arise The tax effects of income tax losses available for carry-forward are recognised as deferred tax asset

if it is probable that future taxable profit will be available against which those losses can be utilised

Deferred tax is provided in full using the balance sheet liability method on temporary differences arising between the tax

bases of assets and liabilities and their carrying amounts in the Consolidated Financial Statements

The rates enacted or substantively enacted at the balance sheet date are used to determine deferred taxes

Deferred tax assets are recognised to the extent that it is probable that sufficient future taxable profit will be available to allow

the benefit of part or the entire deferred tax asset to be utilised

Deferred tax liabilities are provided on taxable temporary differences arising from investments in subsidiaries associates and

joint ventures except where the timing of the reversal of the temporary difference can be controlled and it is probable that

the difference will not reverse in the foreseeable future

Current and deferred tax related to fair value re-measurement of available-for-sale investments and cash-flow hedges which

are charged or credited directly to equity is also credited or charged directly to equity and is subsequently recognised in the

income statement together with the deferred gain or loss

2.39 Earnings per share

Basic earnings per share are calculated by dividing net result attributable to ordinary shareholders by the weighted average

number of ordinary shares in issue during the year excluding the average number of ordinary shares purchased by Fortis

and held as treasury shares

For the diluted earnings per share the weighted average number of ordinary shares in issue is adjusted to assume

conversion of all dilutive potential ordinary shares such as convertible debt preferred shares share options and restricted

shares granted to employees Potential or contingent share issuances are treated as dilutive when their conversion to shares

would decrease net earnings per share

The impact of discontinued operations on the basic and diluted earnings per share is shown by dividing net result before

discontinued operations by the weighted average number of ordinary shares in issue during the year excluding the average

number of ordinary shares purchased by Fortis and held as treasury shares



Acquisitions and disposals

This note provides information on key disposals and acquisitions of Fortis

3i Discontinued operations in 2008

Due to the turmoil on the financial markets Fortis had to sell large parts of its operations to the local governments in the

Benelux chronological description of all transactions is given below

On 29 September 2008 Fortis and the Governments of Belgium and Luxembourg entered into an agreement whereby the

Government of Belgium agreed to invest EUR 4.7 billion in Fortis Bank Belgium in exchange for 49.93% share in the

common equity of the bank while the Government of Luxembourg agreed to invest FUR 2.5 billion in Fortis Banque

Luxembourg wholly owned subsidiary of Fortis Bank by subscribing to mandatory convertible loan issued on 29

September by Fortis Banque Luxembourg

On October 2008 the Government of the Netherlands acquired Fortis Bank Netherlands including the participation of

Fortis Bank Netherlands in RFS Holdings which held the activities of ABN AMRO Fortis Insurance Netherlands and Fortis

Corporate Insurance The allocation of the overall consideration of FUR 16.8 billion agreed between Fortis and the Dutch

State in the Term Sheet was subsequently set by the Belgian government as follows FUR 12.8 billion for the sale by Fortis

Bank SA/NV of the Dutch banking activities sale of the shares in Fortis Bank Nederland Holding NV i.e including Fortiss

stake in ABN AMRO and FUR billion for the sale by Fortis Insurance N.y of the Dutch insurance activities sale of the

shares in Fortis Verzekeringen Nederland N.y and Fortis Corporate Insurance NV.

On 10 October 2008 the Belgian Government acquired from Fortis the remaining ownership 50% one share in Fortis

Bank for total consideration of EUR 4.7 billion in cash At the same time the Belgian Government signed an agreement

with BNP Paribas on the subsequent transfer of 7494% of Fortis Bank Fortis and BNP Paribas furthermore agreed on the

sale of 100% of Fortis Insurance Belgium for total consideration of EUR 5.73 billion in cash subject to final closing

adjustment of minus EUR 0.2 billion The transactions between Fortis and the Belgian State on 29 September and 10

October are considered one transaction

However on 12 December 2008 the Court of Appeal of Brussels ruled that all transactions with BNP Paribas had to be

suspended as the shareholders of Fortis SNNV were not consulted on the transactions Hence on 11 February 2009

shareholders meeting was held by Fortis SIVNV During this meeting the shareholders voted against the proposed

agreements as modified by an Avenant of February 2009 Consequently new negotiations were started between Fortis

BNP Paribas and the Belgian Government These negotiations resulted on 12 March 2009 in new agreement on the

structure and content of the transaction One element of the agreement is that Fortis will no longer sell 100% of Fortis

Insurance Belgium to BNP Paribas but will sell 25% of the shares share to Fortis Bank Belgium Detailed information

about the agreement is provided in note 55 Post-balance sheet date events The agreement will be on the agenda of

shareholders meetings of Fortis SANV and Fortis N.y for approval by the shareholders

The new agreement signed on 12 March 2009 does not have an impact on the result on the discontinued entities Fortis

Bank Belgium Fortis Bank Netherlands Fortis Insurance Netherlands and Fortis Corporate Insurance as the sales price of

Fortis Bank Belgium to the Belgian State was not changed

In accordance with IFRS the subsidiaries sold which represented substantial part of the businesses of Fortis and

transferred out of Fortis are presented as discontinued operations The post-tax results of discontinued operations until the

moment of sale are presented separately from continuing operations in the income statement under Net result on

discontinued operations Prior period results are reclassified in accordance with the IFRS requirements Details of the

discontinued operations are set out below



The impact of discontinued operations on For-tis income statement based on the above mentioned allocation of the overall

consideration of EUR 16.8 billion is as follows

2008 2007

Forts Bank nv-sa Fortis Bank Belgium 20822 491

Forts Bank Nederland Holding Fortia Bank Netherlanda 8590 1284

Fortis verzerkeningen Nederland Fortia Inaurance Netherlands 1745 890

Forts Corporate Inaurance 255 64

CaiFor 1013

Eliminations and minority interests 168

Total 27412 3910

The tables below provide further breakdown of the operating result and the result on disposal of discontinued operations

per legal entity

3.1 .1 Fortis Bank Belgium

The detailed result for the discontinued operation Fortis Bank Belgium can be explained as follows

2008 2007

Total income 84203

Total expenses 81608

Change in impairments 2792

Profit before taxation 197

Income tax expense 702

Net profit for the period
505

Net result on disposal

Net result attributable to minority interests
14

Net result on discontinued operations 20822 491

The income statement for 2008 as shown above does not include detailed information for 2008 This is due to the fact that

Fortis Bank Belgium has informed Fortis that it is not able to provide Fortis with the full detail of the operational result for the

period January 2008 10 October 2008 the date that Fortis Bank Belgium was sold to the Belgian State due to material

uncertainties

3.1.1.1 Fort/s Bank Netherlands

The detailed result for the discontinued operation Fortis Bank Netherlands including the participation in RFS Holdings as

part of Fortis Bank Belgium can be explained as follows

2008 2007

Total income 21509

Total expenses 1198201

Change in impairments 41

Profit before taxation 1648

Income tax expense 346

Net profit for the period
1302

Net result on disposal

Net result attributable to minority interests 18

Net result on discontinued operations 8590 1284



The income statement for 2008 as shown above does not include detailed information for 2008 This is due to the fact that

Fortis Bank Netherlands has informed Fortis Bank Belgium that it is not able to provide Fortis Bank Belgium with the full

detail of the operational result for the period January 2008 October 2008 the date that Fortis Bank Netherlands was

sold to the Dutch State by Fortis Bank Belgium due to material uncertainties

3.1 .2 Fortis Insurance Netherlands

The detailed result for the discontinued operation Fortis Insurance Netherlands can be explained as follows

2008 2007

Total income 6102

Total expenses 6926

change in impairments 159

Profit before taxation 1017

Income tax expense 111

Net profit for the period 906

Net result on disposal

Net result attributable to minority interests 16

Net result on discontinued operations 1745 890

The income statement for 2008 as shown above does not include detailed information for 2008 This is due to the fact that

Fortis Insurance Netherlands has informed Fortis that it is not able to provide Fortis with the full detail of the operational result

for the period January 2008 October 2008 the date that Fortis Insurance Netherlands was sold to the Dutch State

due to material uncertainties

3.1.3 Fortis Corporate Insurance

The detailed result for the discontinued operation Fortis Corporate Insurance can be explained as follows

2008 2007

Total income 781

Total expenses 701

Change in impairments

Profit before taxation 80

Income tax expense 16
Net profit for the period 64

Net result on disposal

Net result on discontinued operations 255 64

The income statement for 2008 as shown above does not include detailed information for 2008 This is due to the fact that

Fortis Corporate Insurance has informed Fortis that it is not able to provide Fortis with the full detail of the operational result

for the period January 2008 October 2008 the date that Fortis Corporate Insurance was sold to the Dutch State due

to material uncertainties



3.2 Discontinued operations in 2007

On 13 November 2007 Fortis sold Fortis interests in the Spanish bancassurance joint venture CaiFor to Ia Caixa for total

cash consideration of EUR 980 million including 2007 interim dividend of EUR 30 million In accordance with IFRS the

investment in CaiFor is presented as discontinued operation The post-tax results of discontinued operations are presented

separately from continuing operations in the income statement under the section Net gain on discontinued operations

The detailed result on CaiFor in 2007 can be presented as follows

2007

Net result for the year
66

Realised capital gains on sale 947

Total net gain on discontinued operations 1013

3.3 Acquisitions

In 2008 Fortis made no significant acquisitions but only number of smaller acquisitions The only significant acquisition that

took place related to the new Fortis scope in 2007 was

Capitalised 000dwill/

Quarter of Acquisition Percentage intangible negative

Acquired company acquisition amount acquired assets goodwill

Forts Insurance Company Asia IFICA 022007 666 100 266 292

The amounts of the capitalised intangible assets and the goodwill presented above are the final amounts converted to euro

and taking into account changes that were necessary because the accounting for business combination was only

determined provisionally by the end of the period in which the combination was effected Subsequent changes due to net

exchange differences and other changes are excluded



3.4 Assets and liabilities of acquisitions and disposals

The table below provides details on the assets and liabilities resulting from the acquisitions or disposals of subsidiaries

associates and joint ventures at the date of acquisition or disposal

2008 2007

Acquisitions Divestments Acquisitions Divestments

Assets and liabilities of acquisitions and divestments

Cash and cash equivalents 23354 280 32

Assets held for trading 74594

Duefrom banks 117833 35

Due from customers 310425 321

Investments 37 158483 27310 475

Investments related to unit-linked contracts 9960 83

Reinsurance and other receivables 8411 80

Property plant and equipment 2942 34 11

Goodwill and other intangible assets 11964 924 14

Accrued interest and other assets 78032 36 14

Liabilities held for trading 89105

Dueto banks 10 188539 207 25

Due to customers 2621531 260

Liabilities arising from insurance and investment contracts 19246 697

Liabilities related to unit-linked contracts 10632 83

Debt certificates 94291

Subordinated liabilities 1201651

Other borrowings 11064 84

Provisions 868 53

Current and deferred tax liabilities 11767 26

Accrued interest and other liabilities 59451 122 13

Minority interests 667

Changes in equity related to divestments 1918

Net assets acquired Net assets divested 36112 27608 441

Result on disposal gross 1197

Taxes on result on disposal 128

Result on discontinued operations net of taxes 27412 1069

Cash used for acquisitions received from diveatments

Total purchase consideration Proceeds from sale 8700 27608 1510

Less Cash and cash equivalents acquired divested 23354 280 32

Cash used for acquisitions received for divestments 14654 27328 1478



Shareholders equity

The following table shows the composition of Shareholders equity as at 31 December 2008

Share capital

Ordinary shares 516 657 248 shares issued consisting of

one share of Fortis NV nominal value EUR 42 and one share of Fortia SNNV par value EUR 28 11 838

Cumulative preference shares Fortis NV nominal value EUR 42 820 million shares authorised no shares issued

5hare premium reserve 23 508

Other reserves 879

Currency translation reserve 73
Net profit attributable to shareholders 28022

Unrealised gains and losses 423

Shareholders equity 6795

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 for details see note 29 The table below shows an overview of the shares

issued and the potential number of shares as at 31 December 2008

Number of shares at 31 December 2008 516 657 248

Shares that may be issued

in connection with option plans including warrants laee note 101 41 432 398

in connection with convertible securities related to the MCS see note 29 105 386 849

Total potential number of shares at 31 December 2008 2663476495

Treasury shares

Treasury shares are ordinary shares reacquired 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 nor 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 Treasuiy Shares

issued shares outstanding

Number of shares at January 2007 1342815545 50698454 1292117091

Issued related to option plans 2284985 2284985

Issued related to Rights Issue 896181684 896181684

Issued related to convertible securities CASHES see note 29 125313283 125313283

Balance acquired/sold 1123934575 123934575

Number of shares at 31 December 2007 2366595497 174633029 2191962468

Issued 150000000 150000000

Issued related to option plans 61 751 61 751

Balance acquired/sold 132 804 832 132 804 832

Number of shares at 31 December 2008 2516657248 41828197 2474829051



Fortis placed on June 26 2008 150000000 Fortis shares at EUR 10.00 per New Share the total gross proceeds of the

offering amounted to EUR .5 billion The cost related to the issue of these shares amounted to EUR 19.2 million

Fortis placed on 25 September 2007 fully underwritten Rights Issue of 896181684 new shares at subscription price of

EUR 15.00 per new share with Fortis SIVNV WPR Strip on the basis of new shares for every existing shares held at

market close on 24 September 2007 The subscription period for the Rights concluded on October 2007 878216262

new shares and 878216262 WPR strips Fortis SANV representing approximately 97.995% of the total number of new

shares offered to shareholders pursuant to the fully underwritten Rights Issue were subscribed to Settlement of the Rights

Issue occurred with value on 15 October 2007 The remaining 17965422 new shares were placed through an accelerated

private placement The cost related to the issue of Rights Issue amounted to EUR 121 .2 million

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

2008 2007

Number Value Number Value

Held in trading portfoho 369 337 79

Held in investment portfolio 41 828 197 061 167 612 894 3335

Held in other assets for option plans

Held for unit linked contracts 865 020 34

Held by Associates 785 778 14

Balance at 31 December 41 828 197 061 174 633 029 462

The treasury shares that are held by Fortis at year end 2008 mainly relate to the FRESH 39682540 The value of these

shares is based on the price at the date of issue Details about the FRESH are provided in note 29

4.2 Cumulative preference shares Fortis N.y

None of Fortis 1820 million authorised cumulative preference shares with nominal value of EUR 0.42 have been issued or

are outstanding

If the cumulative preference shares are issued General Meeting of Shareholders will be convened within two years of the

date on which the cumulative preference shares are issued so that resolution can be passed regarding the repurchase or

cancellation of these issued cumulative preference shares

If the General Meeting of Shareholders does not resolve to repurchase or cancel the cumulative preference shares

subsequent General Meetings of Shareholders will be convened and held in each case within two years of the previous

meeting resolution concerning repurchase or cancellation of the cumulative preference shares will be on the agenda of

these meetings for as long as there are cumulative preference shares outstanding

Any dividend from Fortis N.y profits will first be paid to holders of cumulative preference shares before being paid to

holders of ordinary shares The dividend to be paid will be equal to the average Euribor for term of one year as published

by the European Central Bank during the year for which the dividend is to be paid increased by .5% The dividend will be

calculated as percentage of the amount paid to Fortis N.y on such shares and pro rata to the period outstanding

Cumulative preference shares have liquidation value equal to the amount paid to Fortis N.y on such shares plus any

accumulated but unpaid dividends Cumulative preference shares have priority over ordinary shares in the case of

liquidation Issued preference shares can be transferred only with the Boards consent

Fortis N.y had granted Stichting Continulteit Fortis see separate section on Stichting Continulteit Fortis an option to acquire

number of cumulative preference shares of Fortis N.y not exceeding the number of ordinary twinned shares issued at

that time



However Fortis N.y has asked the Board of Stichting Continulteit Fortis to discontinue and liquidate Stichting Continuiteit

Fortis The reason for the discontinuation is that due to the recent developments and the significant changes in the

organisation of Fortis the Board believes it is no longer in the interest of Fortis to keep the Stichting in place The purpose of

the Stichting was to guarantee the continuity of Fortis N.y and as such to safeguard the interests of Fortis and of all the

companies belonging to Fortis The Board of Stichting Continulteit Fortis has agreed with this proposal and consequently

the Stichting Continulteit Fortis was liquidated as per 13 March 2009

4.3 Other reserves

The negative amount in Other reserves relates mainly to the accounting principles Fortis applied prior to the introduction of

IFRS as well as the application of exemptions provided for in IFRS First-time Adoption of International Financial Reporting

Standards

IFRS requires the retrospective application of IFRS at the time of first adoption However to ease the impact of IFRS

implementation the standard provides entities with optional exemptions Fortis has opted to utilise some of these

exemptions The exemptions relating to business combinations and employee benefits have had significant impact on

equity Other reserves

The exemptions concerning business combinations allows entities not to apply IFRS Business Combinations

retrospectively to past business combinations Fortis applies the provisions of IFRS to all business combinations occurring

on or after January 2004 Accordingly business combinations that occurred prior to January 2004 and the goodwill

that was included in Shareholders Equity are not restated under IFRS As result the previously recorded goodwill

included in Other reserves remains in Shareholders Equity

Under the exemption concerning employee benefits in IFRS entities may elect to add or charge to equity in full all

cumulative actuarial gains and losses that have not been recognised in the income statement prior to January 2004 Fortis

has decided to take advantage of this exemption and therefore does not apply lAS 19 retrospectively Fortis recognised all

actuarial gains and losses in the opening balance sheet on January 2004 leading to decrease in equity Other reserves

Treasury shares i.e ordinary shares reacquired by Fortis are adjusted to Shareholders equity and reported in Other

reserves

Other reserves include an amount of EUR 266 million 2007 EUR 675 million that relates to the equity component of

convertible securities see note 29



4.4 Currency translation reserve

The Currency translation reserve is 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 hedges net investments in foreign operations The net investment in foreign operation is Fortis interest in the net

assets of that operation Exchange differences arising on borrowings and other currency instruments designated as hedging

instruments of such investments are also 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 foreign entity such exchange differences are recognised in the income statement as part of the

gain or loss on the sale

4.5 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 December2008

Gross 528 95 623

Relatedtax 183 183

Shadow accounting 73 73

Related tax 36 36

Minority interests 20 20

Discretionary Participation Feature DPF

Total 330 95 423

31 December2007

Gross 109 49 154

Related tax 243 243

Shadow accounting 210 210

Relatedtax 44 44

Minority interests 39

Discretionary Participation Feature DPF 47 47

Total 510 49 47 602

Unrealised gains and losses on Available for sale investments are discussed in detail in note 19.2 Changes in the fair value of

derivatives that are designated and qualify as 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 net investment in 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 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



The table below shows changes in gross Unrealised gains and losses included in Shareholders equity for 2007 and 2008

Available Revaluation

for sale of Cash flow DPF

investments associates hedges component Total

Gross unrealised gains losses at January 2007 4793 149 4945

Changes in unrealised gains losses during the year 3164 44 3215

Reversal unrealised gains losses because of sales 1504 1504

Foreign exchange differences 18 16

Divestments of associates 54 54

Other 34 34
Gross unrealised gains losses at 31 December 2007 109 49 154

Unrealised gains losses related to discontinued operations

reclassed to income statement 562 569

Changes in unrealised gains losses during the year 548 27 575

Reversal unrealised gains losses because of sales 686 686

Foreign exchange differences

Divestments of associates

Other 13 15

Gross unrealised gains losses at 31 December 2008 528 95 623

4.6 Dividend

Once dvidend is announced shareholders may choose to receive the dividend from Fortis SANV Belgium or from

Fortis NV the Netherlands The dividend of Fortis SNNV is equal to the dividend of Fortis N.y

If shareholder does not elect to receive dividend from one of the above default procedure will apply based primarily on

the domicile of the shareholder for registered shares or of the Central Securities Depository with which the shareholders

bank has deposited the shares in the case of shares held in securities account with Belgian residents receiving solely

Belgian dividends and Dutch residents receiving solely Dutch dividends Shareholders domiciled in neither Belgium nor the

Netherlands will receive Belgian and Dutch dividend in equal proportion Holders of physical bearer shares who do not

specify the source of their dividend will receive 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 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 companys

Articles of Association

Under the Belgian Companies Code 5% of companys annual net profit must be placed in reserve fund until this fund

reaches 10% of the share capital No dividends may be paid if the value of the companys net assets falls below or following

payment of 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 2008

As part of the accelerated capital plan launched on 26 June 2008 it was decided not to pay an interim dividend for the 2008

financial year On 15 March 2009 Fortis announced that the statutory loss carried forward of EUR 22.5 billion at Fortis

SANV had resulted in 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 dividend for 2007 amounted to

EUR .18 per Fortis share



Minority interests

The following table provides information about the most significant minority interests in the Fortis entities

of minority Amount at of minority
Amount at

interest 31 December 2008 interest 31 December 2007

Group company

Fortis Bank AS Turkey 60% 59

Fortis Bank NV/SA 0.1% 37

Fortis Fixed Rate Quarterly capital Funding Trust n/a 50

Fortis Luxembourg vie SA 50.0% 37

Interparking5A 10.1% 81 10.1% 73

Millenniurnbcp Fortia 49.0% 396 49.0% 366

Moeara Enim 30.3% 136

Archimedes Investments Cobperatieve U.A 15.0% 180

Fortia FBN Preferred Investment By 0.1% 210

Other 36

Total 515 1147

Fortis Group used to own 100% of Fortis Luxembourg Vie through Fortis Insurance International 50% and Fortis Bank

Luxembourg 50% However due to the sale of Fortis Bank Belgium the parent company of Fortis Bank Luxembourg

Fortis now only owns 50% of Fortis Luxembourg Vie



Earnings per share

Fortis placed on June 26 2008 150000000 Fortis shares at EUR 10.00 per New Share the total gross proceeds of the

offering amounted to EUR .5 billion The cost related to the issue of these shares amounted to EUR 19.2 million

Fortis placed on 25 September 2007 fully underwritten Rights Issue of 896181684 New Shares at subscription price of

FUR 15.00 per New Share with Fortis SANV WPR Strip on the basis of New Shares for every Existing Shares held at

market close on 24 September 2007 The subscription period for the rights concluded on October 2007 878216262

New Shares and 878216262 WPR strips Fortis SNNV representing approximately 97.995% of the total number of New

Shares offered to shareholders pursuant to the fully underwritten Rights Issue were subscribed to Settlement of the Rights

Issue occurred with value on 15 October 2007 The remaining 17965422 New Shares were placed through an accelerated

private placement The cost of issuance of these shares amounted to FUR 121 .2 million

Fortis placed on 19 December 2007 125.313.283 shares at subscription price of FUR 18.75 The placement of these

shares related to the issuance of the CASHES undated floating rate convertible and subordinated hybrid equity-linked

securities The shares are not entitled to dividend nor have they voting rights until the moment of conversion In 2007 the

shares were not included in the earnings per share calculation as the shares were held by Fortis Bank Belgium However as

Fortis Bank Belgium is at year-end 2008 no longer subsidiary of Fortis the shares have been included in the earnings per

share calculation for 2008 as in the event of conversion they have share in the equity of Fortis

Earnings per share

Fortis has adjusted the calculation of basic and diluted earnings per share for 2007 in accordance with lAS 33 Earnings per

share Appendix lAS 33A2 states that if the number of ordinary or potential ordinary shares outstanding increases as

result of bonus element in Rights Issue to existing shareholders the per share calculations for those and any period

financial statements presented shall be based on the new number of shares

The Fortis Rights Issue was offered to all existing shareholders so the number of ordinary shares to be used in calculating

basic and diluted earnings per share for all periods before the Rights Issue is the number of ordinary shares outstanding

before the issue multiplied by the following factor

Fair value oer share immediately before the exercise of rights

Theoretical ex-rights fair value per share

The theoretical ex-rights fair value per share is calculated by adding the aggregate market value of the shares immediately

before the exercise of the rights to the proceeds from the exercise of the rights and dividing by the number of shares

outstanding after the exercise of the rights The adjustment factor related to this Rights Issue is 1.1945



The following table details the calculation of earnings per share taking into account the adjustment as described above on

the number of ordinary shares outstanding before the issue

2008 2007

Net profit attributable to shareholders 28 022 994

Elimination of interest expense on convertible debt net of tax impact 117

Net profit used to determine diluted earnings per share 28 022 111

weighted average number of ordinary shares for basic earnings per share 2295883060 735985243

Adjustments for

assumed conversion of convertible securities 270 384 198

share options 4379751

restricted shares 738895 1170388

Weighted average number of ordinary shares for diluted earnings per share 2296621955 2011919580

Basic earnings per share in euro per share 12.21 2.30

Basic earnings per
share before result on discontinued operations in euro per share 0.27 0.05

Diluted earnings per share in euro per share 1221 04

Diluted earnings per share before result on discontinued operations in euro per share 0.27 0.04

In 2008 weighted average options on 43971460 shares 2007 2678079 with weighted average exercise prices of

EUR 22.29 per share 2007 EUR 28.46 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 2008 145069389 Fortis shares arising from

convertible securities 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



.I8

Risk management

7.1 Introduction

The risk management framework used across Fortis was designed to ensure that high standards of risk management are

maintained to raise executive managements awareness and understanding of the risks being taken and to encourage

optimisation of the risk/return ratio This framework combines core policies and measurement methods with broad oversight

by risk management at central and local business level We continuously review and upgrade our risk management

framework and in 2009 this structure will be reviewed in
light of lessons learned from the extreme market environment and

the changes to Fortis

Given the changes to Fortis this note focuses on the framework that has been in place for the insurance operations

Fortis risk taxonomy is summarised in the following chart

detailed explanation of each risk type is provided in the descriptions of the related risk management framework and

ALM RISK

Interest Rate Risk

Equity Risk

Real Estate Risk

Currency Risk

Spread Risk

Home Claims

Motor Claims

Third Party Liability

Claims
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External Fraud
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Workplace Safety

Clients Products

Business

Practices

Disasters and Public

Safety

Technology and
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Execution Delivery

and Process

management

processes as from 7.3



7.2 Risk management organisation

The Risk Management organisation is designed to ensure

clear responsibility and accountability regarding risk management

independence of the risk management functions

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

Each stand-alone business

is responsible for managing its inherent risks within the limits policies and guidelines set by regulators and Insurance

Risk Committee

has Business Risk Committee which supports its management team in ensuring that key risks are well understood and

that appropriate risk management procedures are in place

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

which cover the full risk taxonomy

The additional reporting lines between the Business Chief Risk Officer and the Insurance Chief Risk OfTher are designed to

reinforce the principles of full transparency on risk-related information risk quantification profitability reserves limits capital

methodologies assumptions risk management organisation etc compliance with group policies guidelines and limits and

independence of the risk function in risk decisions and monitoring processes

The Insurance Risk Committee IRC chaired by the Fortis Insurance Chief Executive Officer supports the management in

ensuring an adequate understanding of its key risks and that it has sound risk management in place key role of the

Insurance Risk Committee is to ensure the consistency of risk management approaches across the insurance operations

The IRC oversees the activities of the following Business and Regional2 Risk Committees

Business Risk Committee Fortis Insurance Belgium

Regional Risk Committee Fortis Insurance International Europe

Regional Risk Committee Fortis Insurance International Asia

The Business Risk Committees are responsible for

Defining the risk policy of the company and ensuring that the company acts within the risk policy guidelines and limits

set by the Insurance Risk Committee

Identifying monitoring and managing all risks investment risk liability risk and operational risk to which the company is

exposed including ALM

The risks within the General Account mainly relate to interest mismatches on loans to banks loans from banks and debt

instruments These risks are directly monitored by the Finance and legal organisation headed by the Chief Financial Officer

Important decisions related to the General Account can only be taken by two persons and binding agreements need to be

signed by at least two authorised persons

Fort/s Insurance International-Europe and Fortis Insurance International-A s/a Regional Risk Committees provide oversight and aggregate views over the individual stand

alone businesses in their regions each of which as noted earlier has its own Business Risk Committee BRC



7.3 Financial Risk

Financial risk encompasses two types of risk credit risk and market risk

7.3.1 Credit Risk

Credit risk is defined as the risk to earnings or capital arising from an obligors failure to meet the terms of any contract or to

otherwise fail to perform as agreed

7.3.1.1 Credit Risk Management

Credit risk arises within Insurance primarily in the investment portfolios Fort is Insurance credit risk management policy aims

to spread the credit risk across several sectors and countries The average credit rating of the consolidated portfolios is

strong The risks within the General Account basically relate to loans to banks loans from banks and debt instruments that

are outstanding to former subsidiaries of Fortis

7.3.1.2 Credit risk exposure

The overall credit risk exposure before collateral held and other credit enhancements is measured and presented as the

principal amount of on-balance sheet claims or off-balance sheet potential claims on customers and counterparties as at

31 December Credit risk exposure is presented based on the classification in the balance sheet of Fortis as this most

accurately reflects the nature and characteristics of the exposure.31

Unit-linked investments are not included in the total credit risk exposure because these risks are born by the poilcy holders



2008 2007

Cash and cash equivalents 5933 3006

Impairments

Total Cash and cash equivalents net see note 15 5933 3006

Derivative financial instruments 237 206

Total assets held for trading 237 206

Impairments

Total Assets held for trading net see note 16 237 206

Interest bearing deposits 1107 168

Loans and advances 5751

Subordinated liabilities 6662

Securities borrowing transections 35 1026

Other 339

Total Due from banks 13894 1203

Impairments

Total Due from banks net see note 17 13893 1203

Government and official institutions

Residential mortgages 1561 1568

Consumer loans including policyholder loans 149 139

Commercial loans 103 2841

Other 707 1340

Total Due from customers 2520 5889

Impairments

Total Due from customers net see note 18 2511 5883

Government bonds 27549 24865

Corporate debt securities 15615 13804

Structured credit instruments 538 880

Total interest bearing investments 43702 39549

Impairments 119 40

Total Interest bearing investments net see note 19 43583 39509

Reinsurance and other receivables 1190 1322

Impairments 35 16
Total Reinsurance and other receivables net see note 20 1154 1307

Total on balance credit risk exposure 67476 51174

Impairments 165 62

Total on balance credit risk exposure of continuing operations net 67311 51112

Total on balance credit risk exposure of discontinued operations net 629097

Total on balance credit risk exposure net 67311 680209

Total credit risk exposure of continuing operations net 67311 210044

Total credit risk exposure of discontinued operations net including Off balance credit commitments exposure 628650

Total credit risk exposure 67311 838694



7.3.1.3 Credit Risk Concentration

Credit Risk Concentration is any exposure to counterparty or an aggregate of exposures to number of positively

correlated counterparties i.e tendency to default under similar circumstances with the potential to produce significant

amount of capital loss due to 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 Fortis entities as at

31 December

2008 2007

Credit risk exposure Credit risk exposure

on balance Percentege on balance Percentage

On balance

Benelux 57660 855/ 42483 830/

Other European countries 848 13 990 15 6/0

Asia 968 4/ 701 4/

Total on balance of
continuing operatIons 67 476 100 51174 100 to

Total on balance of discontinued operations 633 754

Total on balance 67476 1000% 684 928 1000/0

The table below provides information on the concentration of on-balance credit risk by location of customer as at

31 December

2008 2007

Credit risk exposure Credit risk exposure

on balance Percentage on balance Percentage

On balance

Benelux 28237 41.8% 17865 35.0%

Other European countries 37264 55.2% 31589 61.7%

North America 1328 2.0% 1239 2.4%

Asia 512 08% 363 0.7%

Other 135 0.2% 118 0.2%

Total on balanco of continuing operations 67476 100.0% 51174 100.0%

Total on balance of discontinued operations 633754

Total on balance 67476 100.0% 684928 100.0%

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

31 December

Covernment and Credit Corporate Retail

oflicial institutions institutions customers customers Other Total

31 December2008

On balance

Benelux 5433 19153 1665 1630 356 28237

Other European countries 21743 12675 2659 39 148 37264

North America 391 545 378 14 1328

Asia 35 242 155 40 40 512

Other 93 42 135

Total on balance 27602 32708 4899 1709 558 67476



To avoid casual credit risk concentration Fortis applies the concept of total one obligor This implies that groups of

connected counterparties are considered to be single counterparty in the management of credit risk exposure To manage

the concentration of credit risk Fortis credit risk management policy aims to spread the credit risk across different sectors

and countries However in deviation from this policy the credit risk on credit institutions relates for large part to Fortis Bank

Belgium EUR 11 .5 billion Before the sale of Fortis Bank Belgium these amounts were eliminated as Fortis Bank Belgium

was part of Fortis Group

Government and Credit Corporate Retail

official institutions institutions customers customers Other Total

31 December2007

On balance

Benelux 6052 4473 5200 1634 506 17865

Other European countries 18538 10141 2762 43 105 31589

North America 300 529 409 1239

Asia 38 190 71 31 33 363

Other 76 42 118

Total on balance of continuing operations 24928 15409 8484 1708 645 51174

Total on balance of discontinued operations 64727 156299 249716 106211 56801 633754

Total on balance 89655 171708 258200 107919 57446 684928

7.3.1.4 Credit Risk quality

The table below outlines the credit quality by investment grade of debt securities based on external ratings The credit quality

of Fortis debt securities in amounts by investment grade is as follows as at 31 December

2008 2007

Carrying value Percentage Carrying value Percentage

Investment grade

AA 15291 35.1% 13874 35.1%

A\ 10676 24.5% 10730 27.2%

16812 38.6% 14069 35.6%

BBB 617 4% 513 1.3%

Investment grade 43396 99.6% 39186 99.2%

Belowinvestmentgrade 55 0.1% 73 0.2%

Unrated 132 0.3% 251 0.6%

Total investments in interest bearing securities net 43583 100 0% 39510 100.0%

Impairments 119 39

Total investments in interest bearing securities of continuing operations gross 43702 39549

Total investments in interest bearing securities of discontinued operations gross 121370

Total investments in interest bearing securities gross 43702 160919

7.3 1.5 Credit Risk mitigation

Risk mitigation is the technique of reducing the credit risk by hedging or by obtaining collateral Hedging is any financial

technique designed to reduce or eliminate the financial risk engendered by products and/or activities Security collateral is

any commitment made or privilege given by counterparty or third party to which Fortis can seek recourse in the event of

the counterpartys default in order to reduce loan losses or any other agreement or arrangement having similar effect The

lending activity is never purely based on collateral or hedging The risk mitigation factors are always regarded as second

way out



Collateral and guarantees received as security for financial assets and commitments are as follows as at 31 December

Collateral received

Collateral amounts

Financial Property plant Other collateral in excess of Unsecured

2008 Cariying amount instruments equipment and guarantees credit exposure exposure

Cash and cash equivalents 5933 5933

Interest bearing investments 43584 43584

Due from banks 13893 35 13858

Residential mortgage 1556 2403 881

Consumer loans 146 78 68

Commercial loans 102 44 45

Other loans 707 707

Total due from customers 2511 128 2407 861 828

Other receivables 1154 1154

Total on balance 67075 163 2407 861 65357

Total credit exposure 67075 163 2407 861 65357

2007

Cash and cash equivalents 3006 3006

Interest bearing investments 39508 39508

Due from banks 1203 1026 177

Residential mortgage 1567 2475 917

Consumer loans 136 78 58

Commerdal loans 2839 43 2789

Other loans 1341 1341

Total due from customers 5883 130 2478 917 4188

Otherreceivables 1307 48 48 1307

Total credit exposure of continuing operations 50907 1156 2478 52 965 48186

Total credit exposure of discontinued operations 737323 205633 177157 34022 75697 396208

Total credit exposure 788230 206789 179635 34074 76662 444394

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

Collateral value is determined by means of prudent valuation approach based on range of criteria including the nature

and specific type of the collateral its liquidity and the
volatility

of its price It also incorporates the forced sale context in

which the collateral would be required to be realised and the degree of priority of Fortis rights

7.3.1.6 Management of problem loans and impairments

Problem loans are exposures for which the counterparty has become impaired They include exposures for which signals

have been detected indicating that the counterparty may become impaired in the future

Problem loans are classified into different risk categories for individual counterparties and rrears buckets for groups of

aggregated counterparties in order to optimise monitoring and review of these loans The accrued risk profile of problem

loans makes it imperative that the Risk Management function is involved in handling these loans



Past due credit exposure

financial asset is past due if counterparty has failed to make payment when contractually due or if it has exceeded an

advised limit or has been advised of limit smaller than its current outstanding Financial assets which have reached the 90-

days past due trigger are automatically classified as impaired

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

Cariying 30 days

amount of

assets 30 60 60

days days days

past due past due past due Total

2008

cash and cash equivalents 5933

Interest bearing investments 43587 164 164

Due from banks 13892

Residential mortgage 1495 37 17 63

consumer loans 146 30 30

commercial loans 100

Other 707

Total due from customers 2448 67 17 93

Other receivables 1150 47 52

Total 67010 278 20 18 316

2007

Cash and cash equivalents 3006

Interest bearing investments 36628

Due from banks 1203

Government and official institutions

Residential mortgage 1497 46 12 67

Consumer loans 134

Commercial loans 88

Other 1340

Total due from customers 3060 48 12 69

Other receivables 1196

Total of continuing operations 45093 60 13 82

Total of discontinued operations 576925 6058 678 886 7622

Total 622018 6118 691 895 7704



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

December

Co/lateral Received

Collateral and

guarantees

Financial Property plant Other collateral in excess of Unsecured

2008 Carrying amount Instruments equipment and guarantees credit exposure exposure

Interest bearing investments 164 164

Due from banks

Residential mortgage 63 97 36

Consumer loans 30 30

Commercial loans

Total due from customers 94 97 36 33

Other receivables 52 52

Total past due credit exposure 317 97 36 256

2007

Cash and cash equivalents

Interest bearing investments

Due from banks

Residential mortgage 67 100 34

Consumer loans

Commercial loans

Total due from customers 69 100 34

Other receivables

Total past due credit exposure of continuing operations 82 100 34 16

Total past due credit exposure of discontinued operations 7622 1033 3400 967 2770 4992

Total past due credit exposure 7704 1033 3500 967 2804 5008

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

Impaired credit exposure

financial asset is classified as impaired if one or more loss events are identified which have negative impact on the

estimated future cash flows related to that financial asset

Events considered to be loss events include situations where

the counterparty is unlikely to pay in full its credit obligations to Fortis without recourse by Fortis to actions such as

realising collateral

the counterparty has material credit obligation which is past due for more than 90 days overdrafts will be considered

as being overdue once the customer has exceeded an advised limit or been advised of limit smaller than that currently

outstanding



In practice Fortis classifies loans as impaired in response to series of obligatory and judgement-based triggers Obligatory

triggers result in the counterparty being classified as impaired and include bankruptcy financial restructuring and 90 days

past due Judgement-based triggers include but are not limited to elements such as negative equity regular payment

problems improper use of credit lines and legal action by other creditors They could but do not necessarily result in the

counterparty being classified as impaired

Loan or Debt Restructuring is the change of one or more terms of an existing loan or debt agreement for economic or legal

reasons related to the debtors financial difficulties The change can imply among other things modification of the

repayment schedule and/or interest rate or an addition of sureties or borrowers In order to limit losses the change can

imply that the creditor grant concession to the debtor that he would not otherwise consider e.g an absolute or contingent

reduction of interest rate debt amount or accrued interest or combination of the three loan or debt restructuring

process in itself does not constitute trigger for changing loans status from impaired to normal restructured loans or

debts therefore do not automatically elude their impaired status after restructuring As consequence the performing loan

portfolio i.e non-impaired contains no material credit exposure with respect to such restructured loans or debts as at

31 December 2008

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 i.e the present value of expected cash flows and the collateral value less selling costs if the loan is

secured

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

______________
2008 2007

Impaired

outstanding

Interest bearing investments 119

Due from banks

Residential mortgages 66

consumer loans

commercial loans

Total due from customers 72

Other receivables 42

Total on balance 235

Total on balance of continuing operations 235

Total on balance of discontinued operations

Total on balance 235

Total off balance of continuing operations

Total off balance of discontinued operations

Total off balance

Total impaired credit risk exposure of continuing operations

Total impaired credit risk exposure of discontinued operations

Total impaired credit risk exposure 235

Impairments

for specific

credit risk

119

14

13

191

Coverage

ratio

100.0%

50.0%

6.1%

100.0%

667%

12.5%

35 83.3%

164 69.8%

Impairments

Impaired for specific Coverage

outstanding credit risk ratio

39 39 1000%

71 14%

60.0%

66.7%

79 7.6%

20 15 75.0%

138 60 43.5%

138 60 43.5%

12082 4424 36.6%

12222 4484 36.7%

610 398 65.2%

610 398 65.2%

60 43.5%

14822 38.0%

4882 38.0%

69.8%

69.8%

164

164

235 164

164

69.8% 136

12692

69.8% 12830



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 Rnancial Property plant Other collateral excess of impaired Unsecured

2008 outstanding instruments equipment and guarantees credit exposure exposure

Interest bearing investments 119 119

Due from banks

Residential mortgage 66 73 11

Consumer loans

Commercial loans

Total due from customers 72 73 Ii

Other receivables 42 42

Total on balance 235 73 11 168

Total off balance

Total impaired credit exposure 235 73 11 168

2007

Interest bearing investments 39 39

Due from banks

Residential mortgage 71 80 13

Consumer loans

Commercial loans

Total due from customers 79 80 13

Other receivables 20 20

Total on balance of continuing operations 138 80 13 67

Total on balance of discontinued operations 12082 475 3105 453 1707 9756

Total on balance 12220 479 3185 453 1720 9823

Total off balance of continuing operations

Total off balance of discontinued operations 610 42 290 66 318 530

Total off balance 610 42 290 66 318 530

Total impaired credit risk exposure

of continuing operations 138 80 13 67

Total impaired credit risk exposure

of discontinued operations 12692 517 3395 519 2025 10286

Total impaired credit risk exposure 12830 521 3475 519 2038 10353

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



The table below provides information on the duration of impairment i.e the period between the financial assets first

impairment event and 31 December

year

lyear 5years 5years

impaired impaired impaired Total

2008

Interest bearing investments 81 38 119

Due from banks

Residential mortgage 53 13 66

Consumer loans

Commercial loans

Total due from customers 56 16 72

Other receivables 28 42

Totalonbalance 167 61 235

Total off balance

Total impaired credit exposure 167 61 235

2007

Interest bearing investments 39 39

Due from banks

Residential mortgage 58 13 71

Consumer loans

Commercial loans

Total due from customers 62 17 79

Other receivables 10 20

Total on balance of continuing operations 110 27 138

Total on balance of discontinued operations 9178 2101 803 12082

Total on balance 9288 2128 804 12220

Total off balance of continuing operations

Total off balance of discontinued operations 241 314 55 610

Total off balance 241 314 55 610

Total impaired credit risk exposure of continuing operations 110 27 138

Total impaired credit risk exposure of discontinued operations 9.419 2415 858 12692

Total impaired credit risk exposure 9529 2442 859 12830

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 obligors 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

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



Incurred but not reported impairments

Incurred but not reported IBNR impairments on loans represents losses inherent in components of the performing loan

portfolio that have not yet been specifically identified

The scope of the calculation of the IBNR impairments covers all financial assets found not to be individually impaired from

the categories Due from customers and Due from banks All related off-balance items such as unused credit facilities and

credit commitments are also included

7.3.2 Market Risk

Market risk is the potential for loss resulting from unfavourable market movements which can arise from holding positions in

financial instruments Market risk can come from many different sources including

interest rate fluctuations that affect bonds other fixed-income assets and insurance liabilities

change in price level of securities that affect the value of investment portfolios and insurance liabilities

foreign exchange fluctuations that affect future non-hedged cash flows

changes in
volatility

of interest rates or securities prices that affect the values of options or other derivatives

prepayment risk deposit runs or other adverse customer behaviour linked to the evolution of market factors

Market risk within Insurance corresponds to ALM risk ALM Risk is the risk that the market value of assets net of liabilities

decreases due to changes in interest rates credit spreads equity markets foreign exchange rates real estate prices or

other market factors The market value of assets net of liabilities is measured as an economic view of the companys equity

decrease in the market value of assets net of liabilities directly decreases companys total value even if it does not suffer

any losses on an earnings or cash-flow basis

7.3.2.1 ALM Risk

ALM Risk Management

ALM risk is managed within single framework and measured using consistent methods e.g fair value calculations stress

tests and worst-case sensitivities Each insurance company has local expertise and operates within the limits and guidelines

set by the IRC Within these investment guidelines they have the freedom to define the asset allocation ALM risk and

decisions are reviewed by the Business Risk Committee and final approval is given via the local Board where the central

insurance management team is represented

The local management addresses market risk issues that impact value creation solvency and profits This includes

establishing framework for market risk management of the insurance activities enabling the identification monitoring

and management of market risks

advising the insurance companies on strategic asset allocation

reporting on market risk issues related to insurance activities towards the appropriate decisional committees

ensuring the necessary capabilities management processes and controls

advising the Risk Committees on market risk policies guidelines and limits

meeting central reporting requirements

ALM Risk Assessment

ALM risks are assessed monitored and reported according to the following types of sub-risk interest rate risk foreign

exchange risk or currency risk equity securities risk and real estate risk

The four main sources of interest rate risk are

repricing risk due to mismatch of interest rate repricing between assets and liabilities usual mismatch

changes in the structure of yield curves parallel flattening or steepening shifts

basis risk resulting from the imperfect correlation between different reference rates for example swap rates and

government bond yields

optionality certain financial instruments carry embedded options hidden or explicit that will be exercised depending on

movements in interest rates e.g profit sharing in insurance



73.2.2 ALM Risk measurement monitoring and reporting

Interest Rate Risk

Fortis Insurance measures monitors and controls its ALM interest rate risk using number of indicators including mismatch

analysis duration of equity sensitivity and Value at Risk VaR In this subsection high-level results of these indicators are

shown

Mismatch Analysis

This illustrates the profile of the interest rate exposure over time and is used to quantify and compare interest rate-sensitive

asset and liability exposures by different time buckets Therefore it highlights the mismatch between asset and liability

exposures at different maturities

The tables below show exposure to interest rate risk for the Insurance businesses which is characterised by long maturities

The interest-sensitivity gap for given time period is the difference between the amounts to be received and the amounts to

be paid in that period

The table below contains asset and liability fixed flows distribution The liabilities arising from Life insurance businesses are

projected on best-estimate basis i.e based on statistical information in accordance with assumptions applied to

Embedded Value reporting

the existing portfolio is considered to be in run-off

future premiums of existing contracts are taken into account

future benefits and claims are projected on best-estimate basis

The Non-life insurance business is projected on best-estimate basis taking into account the natural turnover of the

portfolio

year 1-5 years 6-10 years
11-20

years
20 years

At31 December2008

Insurance

Assets 7255 21 169 25546 13164 6416

Liabilities 16566 190021 12935 111642 10067

Gap Assets Liabilities 689 2167 12611 1522 3651

At 31 December 2007

Insurance

Assets 6900 19590 20384 11123 4921

Liabilities 5155 12995 15056 115757 17826

Gap Assets Liabilities of continuing operations 1745 6595 5328 4634 12905

Gap Assets Liabilities of discontinued operations 11912 5582 4034 4057 12796

Gap Assets Liabilities 167 12177 9362 8691 25701

The typically long-insurance liabilities imply negative gap on the long maturity buckets and positive one on the shorter

part of the curve Note that only interest-rate linked items are shown in the table above Equity securities and real estate are

excluded



Duration of equity

Duration is measure of the average timing of cash flows from an asset or liability portfolio Duration of equity is used as

measure of sensitivity of the net value of assets and liabilities to small movements in interest rates

positive negative duration indicates decrease increase in value when interest rates increase by small amount

The following table shows duration of equity for Fortis Insurance as whole which has negative duration of equity This

means that an increase in interest rates leads to an increase in value for the Insurance activities

2008 2007

Duration of Equity in years

Insurance

The duration shown for 2008 and 2007 is based on the new Fortis scope The duration for 2007 based on the old scope

amounted to minus years However this duration is not comparable as it includes discontinued operations which had

significant influence on this duration

Sensitivity

The sensitivity of equity to larger interest rate movements is also measured by applying stress tests of 1- OObp to

portfolio Here we measure the percentage change in market consistent value

The table below shows the impact of an approximate 100 basis-point shift in the yield curve on this market consistent value

of equity for 2007 the percentages were similar however these included the discontinued insurance operations

lOObp -lOObp

Insurance 1% 4%

Currency Risk

Any financial product is denominated in specific currency Currency risk stems from change in the exchange rate of that

currency to the functional currency of Fortis Insurance euro

Fortis Insurance policy regarding currency exposure stemming from foreign holdings states that the structural EX risk

position must be hedged by covering 100% of the net asset value of foreign participations Exceptions to those rules must

be approved by the IRC Due to market circumstances Fortis was not able to hedge currency risk exposures in the last

quarter of 2008

The main currency risk exposures to foreign currencies as at 31 December 2008 are stated in the table below The

exposures shown are not assets liabilities

Currency HKD GBP THB MYR CNY TRY UAH USC CHF RUB /NR

Exposure in EUR million 451 434 144 141 87

Other sub-risk types

In addition to interest rate risk and currency risk ALM risk also encompasses equity securities risk and real estate risk Equity

securities risk is the risk of losses due to unfavourable movements on equity markets Similarly real estate risk is the risk of

losses due to unfavourable movements in real estate prices These risk factors are monitored through risk indicators such as

Value at Risk and Earnings at Risk



Value at Risk VaR

Value at Risk JaR is statistical estimation that quantifies possible maximum loss in value for given probability and time

horizon In principle this concept could apply to all kinds of risks

The table below shows the maximumloss on the market consistent value of equity in the event of worst-case scenario4

given Value at Risk model on timeframe of one year and confidence interval of 99.97%
volatility

risk is not taken into

account in these figures This severe scenario corresponds to the overall common framework of economic capital within

Fortis Insurance

Insurance

Equity-market risk 8%

Interest-rate risk 6%

Real-estate risk 7%

Currency risk 4%

The value at risk for 2007 for the insurance operations were different from the ones shown above as these included the

discontinued operations equity-market risk 16% interest-rate risk 8% real-estate risk 11% currency risk 1%

ALM Risk- Stress Testing

Markets can experience sudden exceptional or catastrophic events and stress analysis is carried out in order to evaluate

how the business would react under certain past and potential future extreme events Some of this incorporated into the

worst case scenarios VaR analysis described above but additional testing is done across the group at local and central level

ALM Risk Mitigation

range of approaches are used to mitigate and manage ALM risk These include product design especially profit sharing

rules and protection against lapses cash flow matching strategic and tactical investment strategy and direct protection

through hedging strategies

Worst-case scenarios are based on assumptions linked to probability distribution which takes into account 10-year historical observations



7.4 Insurance Risk

Insurance risk refers to all insurance underwriting risks and excludes market risk such as interest rate risk and operational

risk such as expense risk and lapse risk

Insurance risks are divided into two classes Life and Non-life5

Life risk includes but is not limited to longevity risk mortality risk morbidity risk i.e illness risk and disability risk These

are sometimes referred to as biometric risks

Non-life risk includes but is not limited to home claims risk6 motor claims risk third-party liability claims risk accident

claims risk business interruption claims risk and travel claims risk

The key components of all types of insurance risk can be described as follows

Uncertainty of the mean expected outcome or trend the risk that actual outcomes deviate from the mean or trend

underlying our expectations Examples include unexpected improvements in life expectancy due to medical advances or

larger than expected general liability claims due to customer behaviour or legal decisions

Volatility around the mean expected outcome the risk of random fluctuations in either the frequency or the severity of

events Examples include one-off fluctuations in mortality rates or motor claims in particular year This risk is reduced

as the size of an insurance portfolio increases as long as the risks are independent and homogeneous

Extreme events the risk of high-impact low frequency events One example is major accident at company covered

by group life insurance contract Other examples include weather catastrophe events from windstorms earthquakes or

floods as well as man-made catastrophes such as car causing train crash Due to its potential impact the risk of

extreme events is prominent component of risk measurement and assessment usually requiring specific modelling

All insurance risks are modelled and measured in consistent manner by determining best estimate of the value of assets

and liabilities using market-consistent techniques and developing model of the distribution of values around this best

estimate

Fortis Insurance manages insurance risks through combination of

underwriting policy

pricing policy

provisioning and

reinsurance

Each insurance business is responsible for evaluating and managing insurance risks within the framework of policies and

guidelines set Insurance risk is managed together with other risks including ALM

7.4.1 Underwriting policies

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 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

Note these are risk categorisations and do not necessarily fully coincide with the range of product classifications used across Fortis Insurance For example product

classified as Non-life may for reporting purposes include both Life and Non-life risks plus range of other risks such as market and operational risks

Often referred to as Fire



7.4.2 Pricing

Fortis Insurance sets premiums at 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 Policy premiums are

set pricing using statistical analysis based on internal and external historical data The appropriateness of pricing is tested

using techniques and key performance indicators appropriate to particular portfolio on both priori basis e.g profit

testing and posteriori basis e.g embedded value combined ratios

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

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

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

target levels of profitability

insurance market conditions notably competitor pricing of similar products

7.4.3 Insurance liabilities

Each Insurance business within Fortis Insurance 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 Our Liability Adequacy Testing LAT Policy and process fulfils IFRS

requirements They are defined and implemented to provide assurance to Fortis Insurance management that sufficient

assets are held to back liabilities on best-estimate economic basis with 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 the 90% confidence level In addition the LAT Policy ensures that all regulatory

constraints are applied at both group and local level

Certified actuaries internal and external have confirmed the overall adequacy of Liabilities arising from insurance and

investment contracts as at 31 December 2008 and as at 31 December 2007

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

Insurance holds additional solvency capital

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 at Fortis Insurance the level of risk is brought back down to Fortis Insurance risk appetite

levels by means of risk transfer mechanism such as reinsurance These include but are not limited to European weather

events



7.4.4 Reinsurance

Where appropriate Fortis Insurance businesses also enter into reinsurance contracts to limit their exposure to underwriting

losses This reinsurance may be on policy-by-policy basis per risk or on 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 single human-

made event

The table below gives details of risk retention and limits by product line in nominal amounts These summarise the

reinsurance arrangements in place for business written

Highest retention Highest retention Protections

per risk per event purchased per event

2008

Product lines

Motor Third Party liability 10000000 10000000 Unlimited

Motor Hull Not applicable 050 000 20 000 000

property 10000000 120000000 502024000

General Third Party Liability 10 000 000 10 000 000 50 000 000

Marine 4750000 4750000 90250000

Workmen compensation 500 000

Life/Disability 750000 3500000 171500000

Personal Accident 500 000

2007

Product lines

Motor third party 10000000 10000000 Unlimited

Motor Hull Not applicable 28215000 17500000

Property 10000000 112000000 508000000

General Third Party Liability 10000000 10000000 50000000

Marine 2000000 2000000 88000000

Workmens compensation 2500000 2500000 57500000

Life/Disability 750000 5000000 73500000

Personal Accident 500000 500000 9500000

Reinsurance in line with underwriting guidelines and policy limits

Unlimited protection in motor third party liability

Western European combined catastrophe exposure is modelied by external modelling agencies Protections are within 99% probability



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

31 December

Gross

written Ceded Net

premiums premiums premiums

2008

Product lines

Life 796 63 733

Accident Health 631 37 594

Property Casualty 2062 121 941

Eliminations 28 28

Total insurance 8461 193 8268

2007

Product lines

Life 6581 53 6528

Accident Health 592 35 557

Property Casualty 2136 130 2006

Eliminations 29 28 11

Total insurance 9280 190 9090

7.4.5 Insurance liability risk-exposure

7.4.5.1 Non-li fe insurance risk

The time required to identify and settle claims is an important consideration Short-tail claims such as motor damage and

property damage claims are generally reported within few days or weeks and are settled soon afterwards The resolution

of long-tail claims such as bodily 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

Analyses take account of Fortis Insurance experience with similar cases and historical trends such as reserving patterns

exposure growth loss payments pending levels of unpaid claims as well as court decisions and economic conditions

To mitigate the claims risk Fortis Insurance adopts selection and underwriting policies based on its historical claims

experience and modelling It does this by client segment and class of business completed based on knowledge or

expectations of future movements in claims frequency and severity Fortis Insurance also benefits from diversification effects

by engaging in 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 risk transfer agreements specifically designed for that

purpose e.g reinsurance

Non-life claims reserves are made for claims that have occurred but have not yet been settled i.e expired risk In general

Fortis Insurance defines claims liabilities by product category cover and year and takes 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 adequacy of liabilities is reviewed at least quarterly in line with group policy Any adjustments resulting from changes in

liability estimates are reflected in current results of operations

Analysis of historical claims run-off

Accident Year

As at 31 December 2008

euro OOOs

All material figures quoted are undiscounted

Gross Ultimate Claims Cumulative for both

Property Casualty and Accident Health

2001

prior 2002 2003 2004 2005 2006 2007 2008 Total

At the end of the 1sf Accident
year 1026123 1012238 11 12117 1174542 1264754 1553532 1320764

2003 990710

2004 985776 982882

2005 979261 972437 1077780

2006 974250 961018 1063771 1144684

2007 916734 895076 988788 1081132 1185256

2008 813994 774671 854183 941581 1034238 1336940

Gross Ultimate Claims as at 31 December 2008 813994 774671 854163 941581 1034238 1336940 1320764

Cumulative Gross Paid to date asat 31 December 2008 750707 697189 760936 779631 850183 1053897 730657

Gross Outstanding Claims liabilities including IBNR 290.012 63747 78230 93880 162394 184535 283683 750896 1907377

Other claims liabilities

not included in the claims above 344410

Claims with regard to workers compensation

and health care 1283213

Total claims liabilities 3535000

The table sets out the claims reserves development showing the movements over time of the prudent ultimate claim

estimates per accident year and gives insight into the adequacy of claims liabilities

7.4.5.2 Mortailty/longevity risk

Longevity risk which is the unexpected increase in survival rates resulting in an improved life expectancy 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

Given the ongoing expected increase in the life expectancy of the insured population the risk of unexpected increases in the

mortality rates in the existing business at portfolio level is not considered significant at this stage There is however risk of

mortality disaster caused by epidemic disease or major event such as an industrial accident or natural disaster Mortality

risk of this type is mitigated through limits set in our underwriting policy and via several excess-of-loss and catastrophe

reinsurance treaties



7.4.5.3 Disabifity risk

Disability risk covers the uncertainty in claims due to disability rates and levels that are higher than expected and can for

example arise in the disability and health business and workers compensation portfolios

The incidence of and recovery from disability 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 adjusting pricing provisioning and underwriting policy

accordingly Fortis Insurance also mitigates disability risk through medical selection strategies and appropriate reinsurance

cover

The table below provides further information on sensitivities to key insurance risks based on the new insurance scope Life

sensitivities have been chosen to align with those used in embedded value disclosures

Ufe

Sensitivities in EUR million

Mortality rates 5%

Expenses 10%

Lapse rates 10%

Impact on

value at

31 December2008

72

176

59

Impact on

value at

31 December2007

39

136

104

Non-Life

Sensitivities in EUR million

Expenses 10%

Incurred claims 5%

Impact on

pre-taxation profit at

31 December2008

83

84

Impact on

pre
-taxation profit at

31 December2007

84

92

The sensitivities for 2007 based on the old Fortis insurance scope were far different due the difference in scope and are as

such not comparable The values based on the old scope were

32

261

127

Impact on

pre-taxation profit atNon-Life

Sensitivities in EUR million 31 December 2007

Expenses 10% 159

Incurred claims 5% 164

Life

Sensitivities in EUR million

Mortality rates 5%

Expenses 10%

Lapse rates 10%

Impact on

value at

31 December2007



7.5 Liquidity Risk

Liquidity risk is the risk of not meeting actual and potential payments or collateral posting obligations when they are due It

has two components described below

Funding liquidity risk is the risk that expected and unexpected cash demands of deposit policyholders and other contract

holders cannot be met without suffering unacceptable losses or without endangering the business franchise

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 to certain extent Market liquidity risk is the sensitivity of the liquidity value of portfolio due to

changes in the applicable haircuts and the change of market value It also concerns the uncertainty of the timescale

necessary to realise the liquidity value of the assets

7.5.1 Liquidity risk management

The basic principles of liquidity risk management are defined in Fortis-wide liquidity policy The primary goal of the policy is

to ensure that Fortis maintains sufficient cash and liquid assets to meet its current and future financial obligations at all times

in both normal and stressed circumstances for every currency in which it has an exposure

If excess liquid assets are held too long it may result in significant opportunity loss Available liquid assets should be

invested as far as possible in accordance with the target asset mix for each label For each entity Treasury will allocate the

liquid assets held on the investment account to investment portfolios

7.5.2 Liquidity sensitivity gaps

The table below shows Fortis assets and liabilities classified into relevant maturity groupings based on the remaining period

to the contractual maturity date

Up to

month 1-3 months 3-12 months 1-5 years
Over

years
No maturity Total

At 31 December2008

Assets

Fixed rate financial instruments 1228 2638 2024 8497 30709 1031 46127

Variable rate financial instruments 8431 200 394 1.338 8280 132 19775

Non-interest bearing financial instruments 473 220 1236 125 151 1831 4036

Non-financial assets 5442 476 1012 2709 2981 10312 22932

Total assets 15574 3534 4666 12669 42121 14306 92870

Liabilities

Fixedratefinancialinstruments 1891 494 5880 6450 11143 1166 27024

Variable rate financial instruments 209 387 1181 158 20 6671 8626

Non-interest bearing financial instruments 458 465 2066 6514 13151 6283 28937

Non-financial liabilities 5796 596 1165 3450 3606 6360 20973

Total liabilities 8354 1942 10292 16572 27920 20480 85560

Net liquidity gap 7220 1592 5626 3903 14201 6174 7310

At31 December2007

Total assets 9993 2578 3576 12785 33026 23243 85201

Total liabilities 9232 3337 5937 19650 29985 17714 85855

Net liquidity gap of continuing operations 761 759 2361 6865 3041 5529 654

Net liquidity gap of discontinued operations 62363 20137 17764 36983 148398 85297 34848

Net liquidity gap 61602 20896 20125 43448 151439 79768 34194



The table above shows positive net-liquidity position of EUR 7.2 billion for month and EUR 8.8 billion for the period up to

months This recovery was achieved when Fortis was confronted with the financial crisis that began in mid-May as share

prices began to fall worldwide and confidence between banks dissipated The markets stabilised somewhat during the

summer months but events unrelated to Fortis quickly snowballed creating massive crisis of confidence between financial

institutions and culminating in rescue takeovers nationalisations and bankruptcies Fortis was heavily impacted by rumours

on concerns about liquidity in September 2008 with as result the sale of subsidiaries of Fortis see note

This sale was followed by transactions with BNP Paribas and the Belgian state However the uncertainties with regard to

outcome of the transactions with BNP Paribas and the Belgian state as set out in detail in note 55 Post-balance sheet date

events can negatively impact the liquidity position

The uncertainties relate to the agreement of 12 March 2009 between various Fortis entities i.e Fortis SNNV Fortis N.y

Fortis Brussels SNNV Fortis Utrecht N.y and Fortis Insurance NV BNP Paribas S.A the Belgian State the Federal

Participation and Investment Corporation SociØtØ FØdØrale de Participations et dlnvestissement/Federale Participatie- en

Investeringsmaatschappij SNNV or the SFPI/FPIM Fortis Bank and Fortis Insurance Belgium setting out

the terms and conditions of the transfer of majority of the shares in Fortis Bank by the SFPI/FPIM to BNP Paribas and the

transfer of 25% share in Fortis Insurance Belgium by Fortis Insurance N.y to Fortis Bank and of the strategic partnership

resulting from these transactions the Agreement

The uncertainties can in brief be summarised details on the agreement are provided in note 55 Post-balance sheet date

events as follows

The Agreement will if agreed to by the shareholders of Fortis

generate EUR 1375 million of cash for the sale of 25% share in Fortis Insurance Belgium to Fortis Bank

require cash investment of EUR 760 million representing Fortiss share in the equity of the SPV

mean that the RPN will remain in place and that in addition Fortis or in certain more unlikely scenarios Fortis Bank will

be required to make quarterly interest payments under the RPN calculated at rate of months EURIBOR plus 20 basis

points on the then outstanding amount

recognise the fair value of the call option granted by the SFPI/FPIM in respect of the upside on the BNP Paribas shares

above EUR 68 Assuming that the option extends to 121218054 BNP Paribas shares and based on market information

of 12 March 2009 this option is estimated to have market value of EUR 504 million

In the case of negative vote on the proposed resolution to the shareholders meeting Fortis would as legal matter

continue to be bound by fallback provision in Share Purchase Agreement of 10 October 2008 with the SFPI/FPIM as

amended relating to the financing of the SPV This agreement provides for the financing of the SPV only by Fortis and the

SFPI/FPIM in case the Agreement with BNP Paribas does not take effect In case the failback provision would be enforced

against Fortis Fortis would be required to fund EUR 6.86 billion out of total amount of EUR 9.36 billion less any

redemptions and subject to currency adjustments To secure such obligation Fortis granted pledge over its shares in

Fortis Insurance Belgium

Although in the case Fortis has to fund EUR 6.86 billion an agreement is in place with the SFPI/FPIM that it will fund

EUR billion negative vote could have severe negative impact on Fortis liquidity position Fortis is confident based on

the current discussions and the agreements reached in the last months it will be able to negotiate funding plan that will

leave sufficient liquidity to continue the current operations and to fulfil the obligations resulting from negative vote



7.6 Operational risk

All companies including financial institutions are subject to operational risk because of the uncertainty inherent in all business

undertakings and decisions This risk can be broken down into business risk and event risk

Business risk is the risk of being in business which affects any enterprise financial or non-financial It is the risk of loss due

to changes in the competitive environment that damage the businesss franchise or operating economics and usually

emerges from variations in volume pricing or margins against fixed cost base Business risk can be externally driven by

regulatory fiscal market and or competition changes as well as strategic reputation and other related risks but it can be

mitigated by effective management practices

Event risk is the risk of loss resulting from inadequate or failed internal processes people and systems or from external

events This definition includes legal and compliance risk but excludes strategic and reputation risk Event risk is often

internally driven internal and external fraud involving employees clients products and business practices as well as

technological and infrastructure failures and other related malfunctions and can be limited through management processes

and controls

7.6.1 Operational risk and management control

Each business is responsible for the implementation of its own operational risk and management control ORMO framework

encompassing policies for the governance of operational risks for the identification assessment measurement and

reporting of those risks and for their mitigation Where appropriate the Group set standards for operational risk and

management control

7.6.2 Operational control and mitigation

7.6.2.1 Business Continuity management

Business continuity management BCM is management process that identifies potential threats to an organisation and the

impacts on business operations if realised BCM provides framework for building organisational resilience with the
ability to

make an effective response that safeguards the interests of its stakeholders reputation brand and value creating activities

Each business is responsible for its own Business continuity Plan BCP and its maintenance including description of

mobilisation and roles of the different teams in the event of crisis

7.6.2.2 Information security

Financial services are knowledge and information-intensive organisations and reliable information is essential to the success

of Fortis Insurance Accordingly the confidentiality integrity and availability of information must be continuously and

appropriately protected against wide range of threats Fortis Insurance does this by establishing structured information

security approach

The Information Security Policy defines the organisational framework management and staff responsibilities regarding

information security directives that apply throughout the Fortis Insurance operations

7.6.2.3 Risk transfer through insurance

Fortis recognises insurance as valid tool to transfer the effects of operational risk to the external market This insurance

enables the transfer of specific event risks such as financial losses due to fraud computer crime professional liability and

personal liability Fortis used to have Directors Officers DO coverage in place for its Board Members However the

DO coverage was declared in run off after the events of October 2008 by the Insurers details about de DO coverage are

provided in the Report of the Board of Fortis SA/NV and Fortis NV.



7.6.2.4 Management control statements

While operational risk management focuses mainly on operational event risks management control is mostly concerned with

business risk including strategic and reputation issues However operational risk management and management control

are interrelated

methods of risk assessment control assessment and remediation of weaknesses are similar

results of the operational event risk self-assessments serve as input for the risk assessment performed by senior

management as part of the annual management control statement procedure

Management teams sign their management control statements and formulate action plans if necessary to improve

steering/control Risk coordinates reporting on the follow-up to those action plans The Management Control Statement is

an attestation every year-end of the functioning of the risk management and internal control system during the year For

the year 2008 the MCS has been signed by all insurance operating entities As consequence of the disruption at Fortis

Group level from October 2008 onwards the Management Control Statement was not finalised for the overall group



Supervision and solvency

After the sale of the banking operations in October 2008 Fortis is considered to be an Insurance Holding company As such

Fortis is subject to supervision on the operating company level as well as on the consolidated level

8.1 Fortis consolidated

At the Fortis consolidated level Fortis is supervised by the Belgian Banking Finance and Insurance Commission BFIC

Their prudential supervision includes verification on semi-annual basis that Fortis on consolidated basis meets the

solvency requirements The subsidiaries of Fortis are supervised by the supervisors in the countries in which they are

located

8.2 Insurance

Fortis insurance subsidiaries are required to maintain 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 are EUR 2525 million as at

31 December 2008 2007 EUR 4108 million and are covered by the available qualifying total capital

8.3 General Account

Prior to the sale of the banking operations the General Account had almost no risk exposures outside Fortis In the General

Account negative capital requirements were shown due to the compensating effects of adding some of the Banking and

Insurance risk

Year end 2008 there are number of risk exposures in General outside the Fortis Group primarily related to continuing

relations with Fortis Bank SNNV For the time being no capital requirements have been defined to cover these risks

8.4 Fortis core equity target and total capital

Since the first quarter of 2007 Fortis has managed its consolidated capital base with focus on the following core equity

targets

capital target for Fortis Bank equal to ratio of 6% core equity to Basel risk-weighted commitments

core equity target for Fortis Insurance of 175% of the sum of the locally regulatory minimum requirements

group leverage target at General equal to 15% of the target core equity of Banking plus the target core equity of

Insurance implying that 15% of Banking and Insurances combined target core equity could be financed by group debt

group core equity target equal to the sum of the core equity targets of Banking and Insurance after deduction of the

targeted group leverage

Fortis target core capital reflected the diversified nature of the group and the leverage at the holding level Without the

banking activities the absence of diversification and positive net equity at the level of the holding the old target capital

model is no longer appropriate

After the shareholders meetings that will decide on the revised agreement with the Belgian State and BNP Paribas Fortis

will have better view on its assets and liabilities During the period thereafter Fortis will assess its capital requirements

Assuming positive vote of the shareholders the assessment of the capital requirements will amongst others depend on

the size of the insurance liabilities the risk profile of the assets in the insurance entities local solvency requirements and the

various assets in the General Account These assets comprise mainly various financial instruments issued by Fortis Bank

SIVNV and EUR 760 million investment in special purpose vehicle with structured credits



Capital ratios

Fortis core equity at the end of 2008 amounted to FUR 7.9 billion The core equity exceeds the total minimum requirement

of the Insurance activities by EUR 5.4 billion

IThe core equity of the insurance operations stood at EUR 4.7 billion while total available capital at the insurance entities

amounted to FUR 5.1 billion 202% of the legally required minimum The solvency ratio of Fortis Insurance Belgium

amounted to 189% Based on local accounting and regulatory oversight the solvency ratio for Fortis Insurance Belgium was

even 204%

For Fortis Insurance International the total solvency ratio was 238% at the end of 2008

Fortis Insurance International benefited from the sale of Fortis Corporate Insurance to the Dutch State in the fourth quarter of

2008 which reinforced its solvency

Key Capital Indicators

Year end 2008

insurance insurance Total General Total

/n EUR million Belgium International Insurance mci aiim Fortis

core equity 2890 767 4657 3225 7882

Total available capital 535 555 090 079 169

Minimum solvency requirements 1871 654 2525

Amount of Total capital above minimum 1664 901 2565

Core solvency ratio 549 270 184

Total solvency ratio 189% 238% 202%

Tangible equity

Fortis balance sheet contains relative low amount of intangible assets and DAC The total amounts to EUR 1.8 billion split

in Goodwill EUR 531 million Deferred Acquisition Costs DAC FUR 421 million Value of Business Acquired \JOBA

EUR 549 million and Other intangible assets such as management contracts of parkings of EUR 287 million Taking into

account taxation for intangibles and the intangibles backed by minority interests the tangible net equity amounted to

EUR 6.0 billion including the unrealised gains after tax on real estate This is EUR 0.8 billion below reported net equity of

FUR 6.8 billion



Reconciliation from net equity to total capital

Fortis reconciliation from net equity to total capital is presented below

2008 2007

Share capital and reserves 34394 28451

Net profit attributable to shareholders 28022 3994

Unrealised gains and losses 423 802

Shareholders equity 6795 33047

Non-innovative hybrid capital instruments 1474 5683

Minority interests 515 1147

Revaluation of real estate to fair value 526 1556

Revaluation of debt securities net of tax and shadow accounting 375 1288

Revaluation of equity securities net of tax and shadow accounting 528

Goodwill 531 1515

Expected dividend 1313

Other 522 13302

Core equity 7882 26063

Innovative capital instruments 456 3.533

Subordinated liabilities 67 12739

Other prudential filters and deductions on total capital 236 14336

Total capital 8169 27999

Participating interests that are not fully consolidated are deducted from total capital The core equity instruments issued by

Fortis and on-lent to Fortis Bank SA/NV NITSH and part of NITSH II for total amount of EUR 875 million are excluded

from the core equity Unrealised gains on real estate after tax within Fortis Insurance Belgium are included in core equity for

90% the remainder for 100%

Fortis net equity benefited in the fourth quarter from the positive revaluation of the fixed income securities resulting from

lower yields This more than compensated the negative impact of spread widening on corporate debt and the continued

negative trend in equity markets



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 completion of employment Other long-term employee benefits are employee benefits which do not fall due fully

within twelve months of the period in which the employees rendered the related service including jubilee premiums and

long-term disability benefits Termination benefits are employee benefits payable as result of an earlier end of the

employees employment

9.1 Post-employment benefits

9.1.1 Defined benefit pension plans and other post-employment benefits

Fortis operates defined benefit pension plans covering the majority of its employees Many of these plans are closed to new

employees Most of the new employees enrol in defined contribution plans

Under these 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 by country or region are set 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 representative corporate market

In addition to pensions post-employment benefits can also include other expenses such as reimbursement of part of the

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 balance sheet as at 31 December regarding defined-benefit

pension obligations and other post-employment benefits

Defined benefit pension plans Other post-employment benefits

2008 2007 2008 2007

Present value of funded obligations 175 4590

Present value of unfunded obligations 262 2125 38 124

Defined benefit obligation 437 6715 38 124

Fair value of plan assets 1159 44381

278 2277 38 124

Unrecognised actuarial gains losses 409 33

Unrecognised past service Cost 15

Unrecognised assets due to Asset Ceiling 213

Other amounts recognised in the balance sheet

Net Defined benefit liabilities assets 282 2912 42 159

Amounts in the balance sheet

Defined benefit liabilities 288 2946 42 159

Defined benefit assets 34

Net Defined benefit liabilities assets 282 2912 42 159

Defined benefit liabilities are classified under Accrued interest and other liabilities see note 33 and Defined benefit assets are

classified under Accrued interest and other assets see note 23



As Fortis is financial institution specialised 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 EUR 218 million in 2008 resulting in net defined liability from an

economic point of view of EUR 64 million in 2008 for defined benefit pension obligations

The following table reflects the changes in the net Defined benefit liabilities assets as recognised in the balance sheet

Defined benefit pension plans Other post-employment benefits

2008 2007 2008 2007

Net Defined benefit liabilities assets as at January 2912 2911 159 153

Net defined benefit liabilities assets of discontinued operations

asatlJanuary 2570 1201

Net defined benefit liabilities assets of continuing operations

as at January 342 39

Total defined benefit expense of discontinued operations 275 10

Total defined benefit expense 39 31

Employers contributions 134 1191

Benefits directly paid by the employer 29 143

Transfer 32 34

Foreign exchange differences

Other

Net Defined benefit liabilities assets as at 31 December 282 2912 42 159

Benefits directly paid by the employer relate to defined benefit pension plans that are directly held within the Fortis entity

where the employees were employed

The table below shows the changes in the defined benefit obligation

Defined benefit pension plans Other post-employment benefits

2008 2007 2008 2007

Defined benefit obligation as at January 6715 7022 124 121

Defined benefit obligation of discontinued operations as at January 6280 83

Defined benefit obligation of continuing operations as at January 435 41

Total defined benefit expense of discontinued operations 492 11

Current service cost 20 20

Interest cost 23 21

Past service cost vested benefits

Curtailments

Settlements

Actuarial losses gains on defined benefit obligation 15 481 16

Participants contributions 17

Benefits paid 242

Benefits directly paid by the employer 29 1143

Past service cost non-vested benefits

Transfer

Foreign exchange differences 27
Other

Defined benefit obligation as at 31 December 437 6715 38 124



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

Fair value of plan assets as at January

Fair value of plan assets of discontinued operations as at January

Fair value of plan assets of continuing operations as at January

Total defined benefit expense of discontinued operations

Settlements

Expected return on plan assets

Actuarial gains losses on plan assets

Employers contributions

Participants contributions

Benefits paid

Transfer

Foreign exchange differences

Fair value of plan assets as at 31 December

Defined benefit pension plans

2008 2007

4438 4425

4294

144

12

34

34

33

26

159

237

10

1861

191

17

242

29

15

4438

Other post-employment benefits

2008 2007

Actuarial gains losses on plan assets are mainly the difference between the actual and expected return.The following table

shows the actual return on plan assets for defined benefit pension plans

Actual return on plan assets 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 January

Unrecognised actuarial gains losses of discontinued

operations as at January

Unrecognised actuarial gains losses of continuing

operations as at January

Total defined benefit expense of discontinued operations

Recognised actuarial losses gains resulting from asset ceiling

curtailments

Settlements

Amortisation of unrecognised actuarial losses gains

on defined benefit obligation

Actuarial gains losses on defined benefit obligation

Actuarial gains losses on plan assets

Transfer

Foreign exchange differences

Other

Unrecognised actuarial gains losses as at 31 December

2008 2007

58

Defined benefit pension plans Other post-employment benefits

2008 2007 2008 2007

409 130 33 32

355 35

54

91

11

11

15 481

34 1861

51

409 33



The table below shows the changes in the total of unrecognised assets due to asset ceiling or to minimum funding

requirements

Defined benefit pension plans

2008 2007

Unrecognised assets due to asset ceiling or minimum funding requirements as at January 213 167

Unrecognised assets due to asset ceiling or minimum funding requirements

of discontinued operations as at January 213

Unrecognised assets due to asset ceiling or minimum funding requirements

of continuing operations as at January

Total defined benefit expense of discontinued operations 30

Foreign exchange differences 15

Other

Unrecognised assets due to asset ceiling or minimum funding requirements as at 31 December 213

The following table shows the changes in unrecognised past service cost

Defined benefit pension plans

2008 2007

Unrecognised past service cost as at January 15 15

Unrecognised past service cost of discontinued operations as at January 20

Unrecognised past service cost of continuing operations as at January

Total deftied benefit expense of discontinued operations 11

Amortrsation of unrecognised past service cost

Transfer

Unrecogniaed past service cost as at 31 December 15

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 Other post-employment benefits

2008 2007 2008 2007

Experience adiustments on Plan assets gain Iloss 25 187

As of plan assets as at 31 December 15.7% 14.2%

Experience adjustments on Defined benefit obligation loss Igainl 16 131

As of Defined benefit obligation as at 31 December 3.7% 2.0% 132% 12.4%



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

2008 2007 2008 2007

Current service cost 20 20

Interest cost 23 21

Expected return on plan assets 12 10

Past service cost vested benefits

Amortisation of unrecognised past service cost

Amortisation of unrecognised actuarial losses gains

on defined benefit obligation

Curteilments

Settlements

Total Defined benefit expense of continuing operations 39 31

Defined benefit expense of discontinued operations 275 10

Total Defined benefit expense 39 306 13

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

48 All other defined benefit expense items are included in Interest expenses see note 43

As Fortis is financial institution specialised in the management of employee benefits some of its employee 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

The table below shows the fair value of non-qualifying plan assets for defined benefit pension plans for the year ended

31 December

2008 2007

Fair value of non-qualifying assets 218 2329

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

2008 2007

Expected return of non-qualifying assets 11 110

Actual return of non-qualifying assets
45



The following table shows the principal actuarial assumptions used for the euro-zone countries

Defined benefit pension plans Other post-employment benefits

2008 2007 2008 2007

Low High Low High Low High Low High

Discount rate 5.2% 6.3% 4.7% 54% 4.8% 5.3% 4.2% 5.1%

Expected return on plan assets as at 31 December 4.4% 5.8% 4.9% 6.3%

Future salary increases price inflation included 2.6% 4.6% 2.1% 4.0% 2.9% 3.5% 2.1% 3.9%

Future pension increases price inflation included 2.0% 3.3% .9% 2.3% 2.5% 2.5% 1.9% .9%

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

The following table shows the principal actuarial assumptions used for other countries

Defined benefit pension plans

2008 2007

Low High

Discount rate 6.3% 4.7% 11.0%

Expected return on plan assets as at 31 December 5.3% 5.3% 11.7%

Future salary increases price inflation included 5.4% 3.0% 8.5%

Future pension increases price inflation included
5.0% .3% 5.5%

The euro-zone represents 81 of Fortis total defined benefit obligations Other countries include only obligations in the

United Kingdom in 2008 Other post-employment benefits within countries outside the euro-zone are not regarded as

material

Fortis uses the government bonds curve and Mi-graded Corporate Bonds as reference for the expected return on bonds

and adds risk premium to that return for equity securities and real estate

one-percent 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 38 13.9% 11 .6%

Effect on the total Defined benefit expense medical costs 5.4% 4.41%

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 adjust its asset allocation policy to ensure close match between

the duration of the assets and that of the pension liabilities

The asset mix of the plan assets for pension obligations is as follows

31 December 2008 31 December 2007

Equity securities 38% 18%

Debt securities 27% 65%

Insurance contracts 28% 5%

Real estate 2% 4%

convertibles 2%

Other 3%

Dash 5% 3%



The category Other consists mainly of mortgage loans and high-yield bonds Investments in hedge funds are limited

Derivatives are used only to limit the plan exposures to interest rate risk Pension plan assets are invested in global equity

and debt markets In 2008 pension plan assets comprise EUR million 2007 EUR million of investments in Fortis

shares The plan assets do not include any property occupied by Fortis

The asset mix of the unqualified assets for pension obligations is as follows

31 December 2008 31 December 2007

Equity securities 2% 20%

Debt securities 43

Insurance contracts 55% 6%

The employers contributions expected to be paid to post-employment benefit plans for the year ended 31 December 2008

are as follows

Defined benefit Other post-

pension plans employment benefits

Expected contribution for next
year on plan assets 11

Expected contribution for next year on unqualified plan assets 14

9.1 .2 Defined-contribution plans

Fortis operates number of defined contribution plans worldwide The employers commitment towards defined

contribution plan is limited to the payment of contributions calculated in accordance with the plan regulations Employer

contributions for defined-contribution plans amounted to EUR 15 million in 2008 2007 EUR 13 million and are included in

Staff expenses see note 48

9.2 Other long-term employee benefits

Other long-term employee benefits include jubilee premiums and long-term disability benefits The table below shows net

liabilities The liabilities related to other long-term employee benefits are included in the balance sheet under Accrued interest

and other liabilities see note 33 The assets are included in the balance sheet under Accrued interest and other assets see

note 23

2008 2007

Defined benefit obligation 10 131

Net defined benefit liabilities assets 10 131

Amounts shown in the balance sheet

Defined benefit liabilities 10 131

Defined benefit assets

Net defined benefit liabilities assets 10 131



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

2008 2007

Net liability as at January 131 116

Net liability of discontinued operations as at January 119

Net liability of continuing operations as at January 12

Total expense of discontinued operations 13

Total expense

Employers contributions

Benefits directly paid by the employer

Other

Net liability as at 31 December 10 131

The table below provides the range of actuarial assumptions applied in calculating the Liabilities for other long-term

employee benefits

2008 2007

Low High Low High

Discount rate 5.1% 5.3% 4.7% 6.5%

Future salary increases 2.5% 43% 3.3o 5.0%

Expenses related to other long-term employee benefits are shown below Interest cost is included in Interest expenses see

note 43 all other expenses are included in Staff expenses see note 48

2008 2007

Interest cost

Net actuarial losses gains recognised immediately

Losses gains of curtailmenta or settlements

Total expense of continuing operations

Total expense of discontinued operations 13

Total expense 14



9.3 Termination benefits

Termination Benefits are employee benefits payable as result of either an enterprises decision to terminate an employees

employment before the normal retirement date or an employees decision to accept voluntary redundancy in exchange for

those benefits The table below shows liabilities related to termination benefits included in the balance sheet under Accrued

interest and other liabilities see note 33

2008 2007

Defined benefit obligation 39 228

Other amounts recognised in the balance sheet

Net defined benefit liabilities assets 39 228

The following table shows the changes in Liabilities for termination benefits during the year

2008 2007

Net liability as at January 228 204

Net liability of discontinued Operations as at January 167

Net liability of continuing operations as at January 61

Total expense of discontinued operations 18

Total expense 13 13

Benefits directly paid by the employer

Foreign exchange differences

Other

Net liability as at 31 December 39 228

Expenses related to termination benefits are shown below Interest cost is included in Interest expenses see note 43 all

other expenses are included in Staff expenses see note 48

2008 2007

Ourrent service cost 10

Interest cost

Net actuarial losses gains recognised immediately 15
Total expense of continuing operations 13 13

Total expense of discontinued operations 18

Total expense 13 31



10 Employee share option and share purchase plans

Fortis remuneration package for its employees includes share-related instruments These benefits take the form of

employee-share options

shares offered at discount

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 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 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

Fortis has committed itself to fulfil the existing option obligation towards employees of the discontinued operations The

number of options therefore that is disclosed in this note relate to current employees of Fortis and to former employees of

Fortis who were employed with the discontinued operations Fortis Bank Belgium Fortis Bank Netherlands Fortis Insurance

Netherlands and Fortis Corporate Insurance



The following option plans were outstanding as at 31 December 2008 The exercise prices in the tables below are expressed

in EUR

Outstanding

options Weighted average Highest Lowest

in 000 exercise pnce exercise pnce exercise pnce

2008

Lapsing year

2009 11418 24.41 32.15 12.44

2010 5729 29.04 29.50 15.31

2011 796 22.07 22.28 21.08

2012 1578 21.17 26.58 18.65

2013 3467 14.24 27.23 12.17

2014 3377 14.88 16.46 14.18

2015 3351 18.55 18.65 18.41

2016 4403 24.60 24.68 2449

2017 4983 28.03 28.62 27.23

2018 4869 15.44 16.46 15.06

Total 43971 22.31

2007

Lapsing year

2008 1467 27.27 29.05 21.08

2009 11427 24.41 32.15 12.44

2010 5732 29.04 29.50 15.31

2011 798 22.07 22.28 21.08

2012 1589 21.17 26.58 21.08

2013 3692 14.30 28.62 12.17

2014 3377 14.88 16.46 14.18

2015 3351 18.55 18.65 18.41

2016 4403 24.60 24.68 24.49

2017 4983 28.03 28.62 27.23

Total 40819 23.27



The changes in outstanding options were as follows

2008 2007

Number of Weighted Number of Weighted

options average options average

in 000 exercise pnce in 000 exercise price

Balance at January 40819 23.27 40333 22.97

Options granted to Executive Committee members 74 1646 311 28.62

Options granted to other employees 4894 15.44 4983 28.62

Exercised options 608 2507

Lapsed 1208 2301

Balance at 31 December 43971 22.31 40819 23.27

On existing Forts shares 2539 3309

On new Fortis shares 41432 37510

Of which are conditional 15857 13916

Of which are unconditional 28114 26901

Exercisable in the money 309 12.44

Exercisable out of the money 21282 23.82 19497 25.91

In 2008 Fortis recorded EUR million as Staff expenses with respect to the option plans 2007 EUR 19 million As long as

the options are not exercised they do not have any impact on Shareholders equity as the expenses recorded in the income

statement are offset by corresponding increase in Shareholders equity When the options are exercised Shareholders

equity is increased by the exercise price

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

based on the Simple-Cox model

The parameters below were used to calculate the fair value of the options granted

2008 2007

Date of grant of options April 2008 31 March 2007

First exerdse date April 2013 02 April 2012

Final maturity April 2018 02 April 2017

Dividend yield
6.14% 5.82%

10-year interest rate 4.36% 4.08%

Share price on date of grant
16.46 32.53

volatility 37.77% 26.04%

Fair value of options as of exercise price
21.94% 15.31%

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



10.2 Shares offered to staff

Fortis offered its staff in the years up to and including 2004 the opportunity to buy shares at discount The terms of the

offer varied from country to country depending on local tax regulations In all cases shares however could not be sold until

five years after purchase

The following table provides an overview of the shares allocated to staff at discount

number of shares in 000 2004

Number of shares subscribed 2904

Share price 15.64

End of holding period November 2009

10.3 Restricted shares

In 2008 as in previous years Fortis committed itself to grant restricted shares to the members of the Executive Committee

and the management committees of several Fortis companies The conditions of the commitments to grant and sell these

restricted shares are described in note 11

At year end the following initial commitments to grant restricted shares had been made

number of shares in 000 2008 2007 2006

Number of commitments to grant restricted shares 110 373 302

End of holding period August 2011 April 2010 April 2009

The value of commitments to grant restricted shares during 2008 totals EUR million which are included in Staff expenses

2007 EUR million

The table below shows the changes in commitments for restricted shares during the year

number of shares in 000 2008 2007

Number of restricted shares committed to grant as at January 1100 815

Restricted shares committed to grant 110 373

Restricted shares sold

commitments to restricted shares lapsed 472 85

Number of restricted shares committed to grant as at 31 December 738 1100



11 Remuneration of Board Members and

Executive Managers

The remuneration of the members of the Board of Directors and the Executive Managers is based on the remuneration

policy as set forth in the Fortis Governance Statement In 2008 and the beginning of 2009 radical changes have occurred in

the composition of both the Board of Directors and the Executive Committee The Board of Directors is since 13 February

2009 composed of three members Jozef De Mey chairman non-executive Karel De Boeck CEO and Jan Zegering

Hadders non-executive The Executive Committee consists since January 2009 of only two members Karel De Boeck

CEO and Peer van Harten responsible for the insurance activities

The remuneration policy as applied in 2008 is described in this chapter It also contains detailed information on remuneration

of individual members of the Board of Directors and of Executive Managers who remained in function during 2008 or part of

2008

Paragraph 11 .1 describes the remuneration of the non-executive members of the Board of Directors The remuneration of

the executive Board members the CEO and the Deputy CEO and the other members of the Executive Committee are

clarified in paragraph 11 .2 Remuneration of Fortis Executive Managers

11 .1 Remuneration of the Board of Directors

Changes in the Board of Directors in 2008 and 2009 Remuneration 2008

Total remuneration of non-executive Board members amounted to EUR .8 million in the 2008 financial year 2007 EUR

2.0 million This includes both the basic remuneration for Board membership and attendance fees for Board committee

meetings

The remuneration of the CEO and the Deputy CEO who are also Board members is explained in paragraph 11 .2



The changes in the Board of Directors in 2008 and 2009 as well as details on the remuneration in 2008 and the holding of

shares of the Board members is reflected in the table below

count Maurice Lippens

Jan-Michiel Hessels

Jean-Paul Votron

Herman Verwilst

Karel De Boeck

Baron Philippe Bodson

Louis Cheung

Richard Delbridge

clara Furse

Reiner Hagemann

Jacques Manardo

Alols Michielsen

Ronald Sandier

Rena Talwar

Baron Piet Van Waeyenberge

Klaes Westdilk

Jozef De Mey

Jan Zegering Hadders

Chairman

Vice-chairman

Acting chairman

CEO

Deputy CEO

CEO

Executive Board member

CEO

Non-executive Board member

Non-executive Board member

Non-executive Board member

Non-executive Board member

Non-executive Board member

Non-executive Board member

Non-executive Board member

Non-executive Board member

Non-executive Board member

Non-executive Board member

Non-executive Board member

Chairman

Non-executive Board member

29 September 2008

29 September 2008

13 February 2009

11
July 2008

11 July 2008

26 September 2008

December 2008

13 February 2009

29 April 2008 February 2009

13
February 2009

13 February 2009

13 February 2009

13 February 2009

13 February 2009

13 February 2009

13 February 2009

29 April 2008

13 February 2009

13 February 2009

13
February 2009

See infra

See infra

See infrs

117500

59917

113250

101250

113250

101250

1042502

107250

101250

443332

125750

Jean-Paul Votron Herman Vewilst and Karel Ce Boeck were not remunerated as Board members but as CEO and Deputy CEO see note 11.2 for details of their

remuneration

Total remuneration is paid to non-Fortis company where the Board member holds position

Baron Piet Van Waeyenberge left the Board of Directors on 29 April 2008 His mandate came to an end at the General

Shareholders Meetings of 29 April 2008 and was not renewed as he had reached the statutory age limit set by the Board of

Directors

Mr Louis Cheung was appointed as memberof the Board of Directors on 29 April 2008 He resigned from the Board of

Directors on 1st February 2009

Mr Jean-Paul Votron no longer is CEO since 11 July 2008 On the same date he also resigned from the Board of Directors

Mr Herman Vewllst was Deputy CEO until 11 July 2008 and CEO between 11 July 2008 and 26 September 2008 From

11 July until December 2008 he was the sole executive Board member

Count Maurice L4opens left the Board of Directors on 28 September 2008 Pending the appointment of new chairman Mr

Jan-Michiel Hessels was acting chairman until 13 February 2009

Mr Karel De Boeck was appointed executive Board member by the General Shareholders Meetings of and December

2008 He was appointed as CEO on that date and has been the sole executive Board member since December 2008

Function TB

Total remuneratiOn

in 2008 in EUR

525000

From

29 September 2008

11 July2008

26 September 2008

December 2008

Fortis shares held

at 31 December 2008

by active Board Members

100500

8416

6164

16668



Mssrs Jozef De Mey Georges Ugeux and Jan Zegering Hadders were appointed non-executive Board member by the

General Shareholders Meetings of 11 and 13 February 2009 until the General Shareholders Meeting 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 Mrs Clara Furse and Mssrs Jan-Michiel Hessels Philippe Bodson Richard Deibridge Relner Hagemann Jacques

Manardo Alois Michielsen Ronald Sandier Rana Talwar and Klaas WestdUk stepped down from the Board of Directors on

13 February 2009

This means that as from 13 February 2009 the Board of Directors consists of members of which Mr Karel De Boeck is

the only executive member

Remuneration policy

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

Detailed proposals for remuneration of non-executive Board members are formulated by the Nomination Remuneration

Committee based upon 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

Until 30 September 2008 the remuneration of non-executive Board members included both regular basic remuneration for

Board membership and Board committee meeting attendance fees

With effect from October 2008 the Board of Directors has adjusted the remuneration for the non-executive Board

members The basic remuneration for the vice-chairman and the other non-executive Board members previously amounted

to EUR 170000 and EUR 115000 respectively on an annual basis This remuneration was reduced to EUR 1000 per

month and the Board committee meeting attendance fees were abolished The members of the Special Board Committee

that was created on 26 September 2008 and that has since then supported the Executive Management on daily basis

received EUR 3000 Jan-Michiel Hessels and EUR 2500 Philippe Bodson and Klaas Westdijk per month

Until 30 September 2008 the fee for attending Board committees amounted to EUR 3000 EUR 4000 for the chairman

except for the Audit committee where the attendance fee amounted to EUR 6000 EUR 8000 for the chairman After this

date no attendance fees were included in the remuneration of the Board members as mentioned in the previous paragraph

With effect from 13 February 2009 the chairman receives basic membership remuneration on annual basis of FUR 40000

and the other non-executive Board members FUR 35000 The fee for attending the Board of Directors as well as the Board

committees amounts to FUR 1000

The 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 members the CEO and the Deputy CEO is related exclusively to their positions as

CEO and Deputy CEO and is therefore determined in line with the remuneration policy for Executive Managers see

paragraph 11 .2



11.2 Remuneration of Fortis Executive Managers

Executive Managers are the CEO the Deputy CEO and the other members of the Executive

Committee

Remuneration of the CEO the Deputy CEO and other members of the Executive Committee in 2008

CEO and Deputy CEO

The remuneration of the CEO and the Deputy CEO who were also members of the Board of Directors except Mr Filip

Dierckx relates solely to their positions as CEO and Deputy CEO Their remuneration has been set in accordance with the

remuneration policy approved on 11 October 2004 by the General Shareholders Meeting of Fortis N.y

The remuneration package of the four persons that were Deputy CEO for certain period of time in the course of 2008

consisted of following elements

Deputy CEO from 1s Januanj

till 11 July CEO from 11 July

till 26 September Executive Acting CEO from 26

CEO from 1v January Board member 26 September September CEO as from

Period till 11 July till December till 21 November December

Jean-Paul Votron Herman Ventvilst Filip Dierckx Karel De Boeck

Base Salary 758333 800000 641667

Annual Incentive

Stock Appreciation Rights 1880000

Attribution options 17815 9320 6715 6715

Grant shares restricted shares plan 2005 32957 41229 27964 27964

Commitment to grant shares

Irestricted shares plan 2008 19490 10195 7350 7350

Other remuneration components 439811 2104004 137994

Termination compensation 1300000 800000 n/a

Mr Jean-Paul Votron

Mr Votron stepped down as an executive memberof the Board of Directors on 11 July 2008 Mr Votrons remuneration

package in 2008 comprised

base salary of EUR 758333

no annual incentive for financial year 2008

sum of EUR 1880000 in implementation of his original contract of 11 October 2004 this payment relates to the

exercise of Stock Appreciation Rights based on the evolution of Fortis shares during the term of this initial contract

from 20 September 2004 until the General Meeting of Shareholders of 29 April 2008

the grant of 17815 options

the grant of 32957 shares in implementation of the restricted-shares plan 2005

the commitment to grant 19490 Fortis shares

sum of EUR 439810 representing the value of the other remuneration components pension costs long-term

incentive paid in cash and other expenses

termination compensation of EUR 1300000 this amount is equivalent to one year base salary



Mr Herman Verwllst

Mr Verwilst was Deputy CEO until 11 July 2008 and CEO from 11 July 2008 until 26 September 2008 On December 2008

Mr Verwilst stepped down as an executive member of the Board of Directors His remuneration package remained

unchanged during the course of 2008

Mr Verwilsts remuneration in 2008 comprised

base salary of EUR 800000

no annual incentive for financial year 2008

the grant of 9320 options

the grant of 41229 shares in implementation of the restricted-shares plan 2005

the commitment to grant 10195 Fortis shares

sum of EUR 2104004 representing the value of the other remuneration components pension costs long-term

incentive paid in cash and other expenses this sum includes pension cost of FUR 2076000 which represents the

paying up as result of premature termination of career in accordance with the pension rules of 25 September 2000

termination compensation of EUR 800000 this amount is equivalent to one year base salary

Mr Verwilst has expressly waived termination compensation of FUR 4760000 to which he was entitled under the terms

of his contract with Fortis

Mr
F/lip

Dierckx

Mr Dierckx was member of the Executive Committee until 26 September 2008 From 26 September 2008 to 21 November

2008 he fulfilled the role of CEO From 21 November 2008 Mr Dierckx stepped down as member of the Executive

Committee His remuneration package based on his membership of the Executive Committee remained unchanged during

the course of 2008

Mr Dierckxs remuneration in 2008 comprised

base salary of FUR 641667

no annual incentive for financial year 2008

the grant of 6715 options

the grant of 27964 shares in implementation of the restricted-shares plan 2005

the commitment to grant 7350 Fortis shares

sum of EUR 137994 representing the value of the other remuneration components pension costs long-term incentive

paid in cash and other expenses

no termination compensation following his stepping down from the Executive Committee

Mr Karel De Boeck

Mr De Boeck has been an executive member of the Board of Directors since December 2008 He was appointed CEO

with effect from that date

The major aspects of the contract between Fortis and Mr De Boeck in connection with the performance of his role as CEO

of Fortis are as follows

The contract between Fortis and Mr De Boeck covers fixed period effective from December 2008 and ending after

the General Meeting of Shareholders in 2010

Mr De Boeck receives fixed remuneration of FUR 800000 per annum This remuneration is well within the limits of the

remuneration policy approved on 11 October 2004 by the General Meeting of Shareholders of Fortis N.y

The variable remuneration of Mr De Boeck is determined by the Board of Directors following consultation with the

shareholders and will depend on the realised shareholder value measured on the basis of realised net cash flow

If Fortis terminates the contract without there being any question of gross negligence on Mr De Boecks part Mr De

Boeck will receive termination compensation in accordance with the regulation to be drawn up by the Belgian authorities

Mr Do Boeck did not receive an incentive at the start of the contract nor will he receive Stock Appreciation Rights

In his role as Fort is CEO Mr De Boeck did not receive any remuneration in 2008



Executive Committee

The composition of the Executive Committee underwent number of changes in 2008

Mr Votron stepped down as member of the Executive Committee and the Board of Directors on 11 July 2008 Details of

his remuneration in 2008 are set out above under remuneration of the CEO and Deputy CEO

Mr Verwilst stepped down as member of the Executive Committee and the Board of Directors on December 2008

Details of his remuneration in 2008 are set out above under remuneration of the CEO and Deputy CEO

Mr Dierckx stepped down as member of the Executive Committee on 21 November 2008 Details of his remuneration in

2008 are set out above under remuneration of the CEO and Deputy CEO

Mr De Boeck is since December 2008 executive Board member and CEO of Fortis Details of his remuneration in 2008

are set out above under remuneration of the CEO and Deputy CEO

Mr Gilbert Mittler stepped down as memberof the Executive Committee on August 2008

Mr Camille Fohi stepped down as member of the Executive Committee on 31 October 2008

Mr Lex Kloosterman stepped down as member of the Executive Committee on 31 October 2008

Mssrs Alain DeschŒnes and Peer van Harten were member of the Executive Committee for the whole year 2008 The

contract with Alain DeschŒnes came to an end on 31 March 2009

Since 2009 the Executive Committee is solely composed of Mssrs Karel De Boeck and Peer van Harten

The remuneration package of the members of the Executive Committee in 2008 and 2009 as far as the termination

compensation of Mssrs Kloosterman and DeschŒnes is concerned consists of following elements

Gilbert Mitt/er Ala/n DeschŒnes Camille Fohi Lex Kloosterman Peer van Harten

Left Executive Committee on August 2008 31 December 2008 31 October 2008 31 October 2008

Left Fort/s on August 2008 31 March 2009 31 October 2008 31 December 2008

Base 5alary 466667 630000 525000 700000 700000

Annual Incentive

Attribution options 6715 6715 6715 6715 6715

Grant shares restricted shares plan 2005 27964 15535

Commitment to grant shares restricted shares plan 2008 7350 7350 7350 7350 7350

Other remuneration components 1107025 192214 129756 634701 220605

Termination compensation 4220000 630000 n/a 700000 n/a

The remuneration of Mr Mittler in 2008 comprised

base salary of EUR 466667

no annual incentive for financial year 2008

the grant of 6715 options

the grant of 27964 shares in implementation of the restricted-shares plan 2005

the commitment to grant 7350 Fortis shares

sum of EUR 1107025 representing the value of the other remuneration components pension costs long-term

incentive paid in cash and other expenses This sum includes an additional pension cost of 900000 the settlement of

this amount is however under examination

termination compensation of EUR 4220000 this amount is equivalent to three years base salary 2008 plus three years

bonus the eligible bonus is the average of the last bonuses paid with maximumequivalent to the on target bonus for

2008 i.e 100% of the base salary



In his function of special advisor to the CEO Mr Mittler received via his management company EUR 116666 VAT

excluded management fees in 2008

The remuneration of Mr DeschŒnes in 2008 comprised

base salary of FUR 630000

no annual incentive for financial year 2008

the grant of 6715 options

the commitment to grant 7350 Fortis shares

sum of FUR 192214 representing the value of the other remuneration components pension costs long-term incentive

paid in cash and other expenses

Upon termination of his contract with effect from 31 March 2009 Mr DeschŒnes receives termination compensation of

FUR 630000 which equals one year base salary

The remuneration of Mr Fohi in 2008 comprised

base salary of EUR 525000

no annual incentive for financial year 2008

the grant of 6715 options

the commitment to grant 7350 Fortis shares

sum of FUR 129756 representing the value of the other remuneration components pension costs long-term incentive

paid in cash and other expenses

no termination compensation following stepping down from the Executive Committee

The remuneration of Mr van Harten in 2008 comprised

base salary of FUR 700000

no annual incentive for financial year 2008

the grant of 6715 options

the grant of 15535 shares in implementation of the restricted-shares plan 2005

the commitment to grant 7350 Fortis shares

sum of EUR 220605 representing the value of the other remuneration components pension costs long-term incentive

paid in cash and other expenses

The remuneration of Mr Kloosterman in 2008 comprised

base salary of FUR 700000

no annual incentive for financial year 2008

the grant of 6715 options

the commitment to grant 7350 Fortis shares

sum of FUR 634701 representing the value of the other remuneration components pension costs long-term incentive

paid in cash and other expenses the high amount is explained by the payment in 2008 of supplement to pension as

from October 2006

Upon termination of his contract with Fortis as of January 2009 Mr Kloosterman received termination compensation of

FUR 700000 which is equivalent to one year base salary Half of this amount will not be paid if Mr Kloosterman starts to

work in new position comparable to that of his role as member of the Executive Committee In addition Mr Kloosterman

has expressly waived termination compensation of FUR 1400000 to which he was entitled under the terms of his

contract with Fortis

Mr Kloosterman has also expressly waived the exercise of his Stock Appreciation Rights to which he was entitled under the

terms of his contract with Fortis



Long Term Incentive

Details of the share options granted and the commitment to grant restricted shares in accordance with the rules of the plan

to the CEO and members of the Executive Committee in 2008 and previous years are shown in the table below

Total Options Options

number of exercised Options outstanding at

options Exercise Expity before exercised 31 Oecember Restricted

Year granted Price date 2008 in 2008 2008 shares

J.P Votron

2005 44628 18.65 10-04-2011 44628 32957

2006 58102 24.68 2-04-2012 58102 39790

2007 59314 28.62 1-04-2013 59314 49901

2008 17815 16.46 1-04-2014 17815 19490

Verwist

1999 9138 26.58 31-12-2012 9138

1999 8959 24.96 3-10-2009 8959

2000 22636 32.15 14-04-2009 22636

2002 62474 26.98 28-04-2008 62474

2003 27343 12.44 27-04-2009 27343 19845

2004 13982 15.31 12-04-2010 13982 9150

2005 55832 18.65 10-04-2011 55832 41229

2006 43672 24.68 2-04-2012 43672 29911

2007 43672 28.62 1-04-2013 43672 33411

2008 9320 16.46 1-04-2014 9320 10195

Mittler

1999 9138 26.58 31-12-2012 9138

1999 8959 24.96 3-10-2009 8959

2000 15947 32.15 14-04-2009 15947

2002 42406 26.98 28-04-2008 42406

2003 18545 12.44 27-04-2009 18545 13460

2004 9485 15.31 12-04-2010 9485 6206

2005 37867 18.65 10-04-2011 37867 27964

2006 29577 24.68 2-04-2012 29577 20259

2007 29660 28.62 1-04-2013 29660 24954

2008 6715 16.46 1-04-2014 6715 7350

De Boeck

1999 9138 26.58 31-12-2012 9138

1999 8959 24.96 3-10-2009 8959

2000 14334 32.15 14-04-2009 14334

2002 42406 26.98 28-04-2008 42406

2003 18545 12.44 27-04-2009 18545 13460

2004 9485 15.31 12-04-2010 9485 6206

2005 37867 18.65 10-04-2011 37867 27964

2006 29577 24.68 2-04-2012 29577 20259

2007 29660 28.62 1-04-2013 29660 24954

2008 6715 16.46 1-04-2014 6715 7350



Total Options Options

number of exercised Options outstanding at

options Exercise Expity before exercised 31 December Restricted

Year granted Price date 2008 in 2008 2008 shares

Dierckx

1999 9138 26.58 31-12-2012 9138

1999 8959 24.96 3-10-2009 8959

2000 14334 32.15 14-04-2009 14334

2002 42406 26.98 28-04-2008 42406

2003 18545 12.44 27-04-2009 18545 13460

2004 9485 15.31 12-04-2010 9485 6206

2005 37867 18.65 10-04-2011 37867 27964

2006 29577 24.68 2-04-2012 29577 20259

2007 29660 28.62 1-04-2013 29660 24954

2008 6715 16.46 1-04-2014 6715 7350

van Harten

2002 8959 21.08 28-04-2009 8959

2003 6630 12.44 27-04-2009 6630 4815

2004 5071 15.31 12-04-2010 5071 3315

2005 21036 18.65 10-04-2011 21036 15535

2006 29577 24.68 2-04-2012 29577 20259

2007 29660 28.62 1-04-2013 29660 24954

2008 6715 16.46 1-04-2014 6715 7350

Kloosterman

2007 29660 28.62 1-04-2013 29660 24954

2008 6715 16.46 1-04-2014 6715 7350

Fohi

2002 597 21.08 30-06-2008 597

2002 8959 21.08 28-04-2009 8959

2003 8959 12.44 27-04-2013 8959

2004 8959 15.31 13-04-2014 8959

2005 8959 18.65 11-04-2015 8959

2006 10751 24.68 3-04-2016 10751

2007 11945 28.62 2-04-2017 11945

2008 6715 16.46 1-04-2014 6715 7350

DeschŒnes

2008 6715 16.46 1-04-2014 6715 7350

The number of Fortis share options the exercise price 1999-2007 and the number of restricted shares 2004-2007 have

been adjusted by factor of 1.19453 This factor is calculated on the basis of the rules of Euronext.liffe

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 2005 restricted shares were granted to the Executive Managers

on 19 August 2008 Following acceptance the Executive Managers were allowed to sell up to 50% of the shares as of that

date and during limited period of 10 days All Executive Managers accepted the shares Details of the restricted shares

granted in 2008 are shown below



Total Number of restricted Number of restricted Number of restricted

number of restricted shares sold shares not sold shares not sold

shares granted or transferred or transferred in 2008 or transferred

in 2005 in 2008 from previous grants

J.P Votron 32.957 16.479 16478

Verwilst 41 .229 41 .229 19150

Mittler 27.964 27.964 12936

De Boeck 27.964 11.714 16.250 12956

Dierckx 27.964 27.964 12936

van Harten 15.535 15.535 5722

Remuneration Policy

The remuneration of the Executive Managers is determined by the Board of Directors upon proposals by the Nomination

Remuneration Committee in compliance with the prerogatives of the General Meeting of Shareholders

Both the levels and structure of remuneration for Fortis Executive Managers are analysed on an annual basis At the initiative

of the Nomination 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 banking and insurance firms and other organisations operating on global basis

The remuneration package for the Executive Managers reflects concept of integrated total direct compensation combining

the following three major components of pay

base salary

annual incentive and

long-term incentive

In calibrating the various remuneration components the objective is to position the overall remuneration levels in line with

compensation practices of other leading multinational firms The reference market is combination of the financial 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 and

the Netherlands The variable performance-related remuneration components are the dominant portion of the total

remuneration package of Executive Managers i.e the pay at risk portion which is taken to mean the targeted short and

long-term incentives compensation levels represents at least 60% of the Executive Managers total compensation

The above remuneration package is part of 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 As of January 2005 the contracts provide for termination indemnity in case of

termination without cause at the initiative of Fortis which equals twice the amount of the base salary respecting however

commitments taken by Fortis before that With effect from December 2008 the contracts provide for termination

indemnity in accordance with the regulations drawn up by the Belgian government or the Dutch Corporate Governance

Tabaksblatt Code

In 2008 global assessment of the current remuneration policy including its compliance with the updated global standards

as well as clear guidance on the methodology was launched More specifically the criteria of the annual incentive and the

current long-term incentive plans would be assessed in order to present alternative schemes following best market

practices However given the developments and events in the second part of 2008 and in 2009 this review has been

deferred



12 Audit fees

Fees paid to Fortis auditors for 2008 and 2007 can be broken down into the following components

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

reports

audit-related fees which include fees for work performed on prospectuses non-standard auditing and advisory services

not related to statutory auditing

fees for tax advice

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

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

2008 2007

Fortis Other Fort/s Other

Statutory Fort/s Statutory Fortis

Auditors Auditors Auditors Auditors

Audit fees 20

Audit related fees

Tax fees

Other non-audit fees

Total 13 37 10



13 Related parties

Parties related to Fortis include associates pension funds joint ventures 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 and close family members of Executive Managers

At 31 December 2008 no outstanding loans credits or bank guarantees were 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 2008 are summarised below

associates and joint ventures

other related parties such as pension funds and significant minority shareholders in associates

2008 2007

Associates Associates

end and

Joint ventures Other Total Joint ventures Other Total

Income and expenses Related parties

Operating administrative and other expenses 111 113 11 12

2008 2007

Associates Associates

and and

Joint ventures Other Total Joint ventures Other Total

Balance sheet Related partiea

Investments in associates 426 846 272

Due from customers 10 10 620 620

Due from banks 235 124 359

Other assets 422 34 456

Due to customers 177 180

Due to banks 327 329

Debt certificates subordinated liabilities and other borrowings 392 392

Other liabilities 292 183 475



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

___________________ Due from banks __________ Due from customers

2008

Related party loans receivables or advances as at January 359

Related party loans receivables or advances of discontinued operations as at January 359

Related
party loans receivables or advances of continuing operations as at January

Acquisitions/divestments of subsidiaries

Additions or advances

Repayments

Related party loans receivables or advances as at 31 December

Impairments as at January

Impairments of discontinued operations as at January

Impairments of continuing operations as at January

Ohange in Impairments

Reversal of impairments

Recoveries

Impairments as at 31 December

Related party loans receivables or advances as at 31 December

2008

Related party loans receivables or advances as at January 1329

Related party loans receivables or advances of discontinued operations as at January 329

Related party loans receivables or advances of continuing operations as at January

Acquisitions /divestments of subsidiaries

Additions or advances

Repayments

Other

Related party loans receivables or advances as at 31 December

2007 2008

120 633

623

10

208

52

21
359 10

13

13

359 10

Due to banks

2007

494

10

421

292

633

17

13

620

Due to customers

2007 2008

394 180

180

468

564

93

1329

2007

79

73

741

713

180



14 Information on segments

14.1 General information

Fortis is now organised into three businesses which are further subdivided into business segments for details see below

Fortis Insurance Belgium

Fortis Insurance International

General Account

Fortis segment reporting reflects the full economic contribution of the businesses of Fortis The aim is direct allocation to the

businesses of all balance sheet and income statement items for which the businesses have full managerial responsibility

Segment information is prepared based on the same accounting policies as those used in preparing and presenting Fortis

Consolidated Financial Statements as described in note and by applying appropriate allocation rules

Transactions between the different businesses are executed under standard commercial terms and conditions

Allocation rules

In accordance with Fortis business model insurance companies report support activities directly in the business

When allocating balance sheet items to business segments bottom-up approach is used based on the products sold to

external customers

For the balance-sheet items not related to products sold to customers tailor-made methodology adapted to the specific

business model of each reportable segment is applied

14.2 Fortis Insurance Belgium

Fortis Insurance Belgium offers its products comprehensive range of Life and Non-life covers through several distribution

channels Independent intermediaries service the Private market as well as the small and medium sized enterprise segment

Fortis Insurance Belgium focuses through branches of Fortis Bank Belgium on the retail market Fortis Employee Benefits

offers Group Life and Health-Care solutions and services to large and medium-sized companies

Fortis Insurance Belgium Life

Life insurance includes both savings with investment-focused unit-linked contracts and traditional products with

guaranteed interest rate

Fortis Insurance Belgium Non-life

Non-life insurance includes next to the retail and business targeted Property Casualty product range Motor Fire and

Liability also workmens compensation and Accident Health products



14.3 Fortis Insurance International

Fortis Insurance International leverages its existing skills in distribution operations and products from 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

Poland Russia Turkey Ukraine and the United Kingdom In Portugal Fortis Insurance International holds 51%

shareholding in Millenniumbcp Fortis In Luxembourg Fortis Insurance International holds 50% shareholding in Fortis

Luxembourg Vie S.A In Asia Fortis Insurance International operates through minority shareholdings in Thailand Malaysia

and China

Fortis Insurance International Non-life

In Non-life Fortis Insurance International is active through wholly-owned subsidiaries in Luxembourg and United Kingdom 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 business such as group finance and

other holding activities The General Account includes also the discontinued operations Fortis Bank Belgium Fortis Bank

Netherlands Fortis Insurance Netherlands and Fortis Corporate Insurance



14.5 Balance sheet by business segment

31 December2008

FIB RI General Eliminations Total

Assets

Cash and cash equivalents 2815 609 2509 5933

Assets held for trading 73 158 237

Duefrom banks 177 976 12740 13893

Due from customers 2149 115 1453 1206 2511

Investments

Held to matunty

Available for sale 35982 8861 1031 1170 44704

Held at fair value through profit or loss 66 50 75 191

Investment property 1153 137 1290

Associates and joint ventures 57 374 431

37258 9422 1106 1170 46616

Investments related to unit-linked contracts 5901 12177 38 18040

Re insurance and other receivables 612 557 23 38 1154

Property plant and equipment 1073 62 1135

Goodwill and other intangible assets 281 1085 1366

Accrued interest and other assets 1269 509 250 43 1985

Total assets 51608 25518 18239 2495 92870

Liabilities

Liabilities held for trading 19 142 165

Due to banks 1245 938 6576 8759

Due to customers 52 66 30 148

Liabilities arising from Life insurance contracts 18355 3509 21855

Liabilities arising from Life investment contracts 17523 4084 21607

Liabilities arising from Non-life insurance contracts 2893 1432 36 4289

Liabilities related to unit-linked contracts 5901 12177 18078

Debt certificates 4812 142 4670

Subordinated liabilities 890 25 2946 953 2908

Other borrowings 42 363 65 291 179

Provisions 49 13 71

Current arid deferred tax liabilities 397 104 183 684

Accrued interest and other liabilities 1390 350 440 33 2147

Total liabilities 48741 23076 15207 1464 85560

Shareholders equity 2785 2009 3032 1031 6795

Minority interests 82 433 515

Total equity 2867 2442 3032 1031 7310

Total liabilities and equity 51608 25518 18239 2495 92870

Number of employees 5542 4718 114 10374



31 December2007

Total new Discontinued

FIB RI General Rim/nations Fort/s scope Operations Total

Assets

Cash and cash equivalents 1212 623 1171 3006 23354 26360

Assets held for
trading

74 130 206 74594 74800

Duefrom banks 1039 153 11 1203 117833 119036

Due from customers 2160 103 5330 1710 5683 310425 316308

Investments

Held to maturity 4234 4234

Available for sale 35793 8929 1031 1215 44538 119551 164089

Held at fair value through profit or loss 285 123 1194 1602 4591 6193

Investment property 1148 163 1311 2345 3656

Associates and joint ventures 42 324 366 27 742 28108

37268 9539 2225 1215 47817 158463 206280

Investments related to unit-linked contracts 8155 13005 21160 9960 31120

Reinsurance and other receivables 690 522 134 39 1307 8411 9718

Property plant and equipment 1023 39 1062 2942 4004

Goodwill and other intangible assets 263 1112 1375 1964 3339

Accrued interest arid other assets 1457 450 295 20 2182 78032 80214

Total assets 53341 25548 9296 2984 85201 785978 871179

Liabilities

Liabilities held for
trading

482 484 89105 89589

Due to banks 2728 158 1006 3892 188539 192431

Duetocustomers 52 68 25 145 262153 262298

Liabilities arising from Life insurance Contracts 17923 3272 21190 15032 36222

Liabilities arising from Life investment contracts 16010 3860 19870 19870

Liabilities arising from

Non-lifeinsurencecontrects 2752 1711 37 4426 4214 8640

Liabilities related to unit-linked contracts 8155 13001 21156 10632 31788

Debt certificates 7920 138 7782 94291 102073

Subordinated liabilities 643 25 1760 668 1760 20165 21925

Other borrowings 50 1110 1836 1042 1954 1064 3018

Provisions 21 10 31 868 899

Current end deferred tax liabilities 393 100 230 723 1767 2490

Accrued interest and other liabilities 1359 403 693 13 2442 63300 65742

Total liabilities 50088 23718 13952 1903 85855 751130 836985

Shareholders equity 3176 1427 4656 1081 1134 34181 33047

Minorityinterests 77 403 480 667 1147

Total equity 3253 1830 4656 1081 654 34848 34194

Total liabilities and equity 53341 25548 9296 2984 85201 785978 871179

Numberof employees 5298 4684 181 10163 51847 62010



14.6 Income statement by business segment split in life and non-life

132 56 107 689

40 33 60

27412

2008

70

1751

1598

42

609

92

1499

52

783

RB RB F/I RI

Life Non-life Life Non-life General Eliminations Total

Income

Insurance premiums 077 465 719 215 28 448

Interest income 686 146 355 102 914 114 089

Dividend and other investment income 507 59 17 19 571

Share in result of associates and joint ventures 22 27

Realised capital gains losses on investments 45 116 18 10 130

Other realised and unrealiaed gains and losses 128 24 24 202 378

Fee and commission income 127 192 106 432

Income related to investments

for unit-linked contracts 1593 3191

Other income 121 23 354

Total income 4754 174 9222

Expenses

insurance claims and benefits 4754 984 1748 964 32 8418

Charges related to unit linked contracts 584 635 219

Interestexpense 142 10 69 18 1215 111 1343

Change in impairments 466 72 20 14 558

Fee and commission expense 302 285 169 150 912

Depreciation and amortisation of tangible and

intangible assets 63 34 70 174

Staffexpenses 250 140 84 114 44 12 644

Otherexpenses 345 159 88 132 187 42 869

Total expenses 4738 1619 665 1392 1472 187 9699

Profit before taxation 16 13 477

Income tax expense 96 108

Result on discontinued operations 27412

Net profit attributable to minority interests 10 25

Net profit attributable to shareholders 85 91 65 65 28041 13 28022



2Q07

Income

Insurance premiums

Interest income

Dividend and other investment income

Share in result of associates and joint ventures

Realised capital gains losses on investments

Other realised and unrealised gains arid losses

Fee and commission income

Income related to investments

for unit-linked contracts

Other income

Total income

Profit before taxation

Income tax expense

Result on discontinued operations

Net profit attributable to minority interests

Net profit attributable to shareholders

427 138 145

40 28

43

97 76 36

Total

29 9227

573 75 2737

12 20 582

56

128 13 459

194 299

417

71 26

590 164

32

3910

58

32 3994

RB FIB HI

Life Non-life

HI

Life Non-life General Eliminations

4970 1357 1611 1318

1684 171 290 94

505 66 17

46

233 25 72 14

103

126 162 124

157 350

71 23 119

1698 2570 1674

905 1539

484

Expenses

Insurance claims and benefits

Charges related to unit-linked contracts

Interest expense

Change in impairments

Fee and commission expense

Depreciation and amortisation of tangible and

intangible assets

Staff expenses

Other expenses

Total expenses

506

349

14034

91

7666

5796

157

382

40

314

53

236

261

7239

49

273

31

143

154

1560

25

139

71

80

86

2425

1229 29 9440

641

24 875 75 1280

49

170 19 915

163

123 49 14 645

151 170 42 780

1708 1113 132 13913

34 523 121

77 21

425

3910

3464



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 capital gains and losses on investments backing certain insurance liabilities including separated funds

are part of the allocated financial income and thus included in 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 capital gains and losses on investments recognised in the income statement backing the insurance

liabilities of the various branches and not allocated to the technical result are included in the operating margin

The reconciliation of the operating margin to the 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 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 business includes four branches Accident Health Motor Fire

and Other damage to property covering the risk of property losses or claims liabilities

The technical result for the different segments and branches and its reconciliation to the profit before taxation is shown

below

2008 2007

FIB F/I F/B FYI

Life technical result II 24 242 75

Accident Health 74 50 11

Motor 38 54 12
Fde and other damage to

property 30 57 48
Other 15

Non-life technical result 119 109 118 56

Total technical result 108 85 360 19

capital gains losses allocated to operating margin 68 37 122 27

Operating margin 40 48 482 46

Share in result of associates and ioint ventures 25 53

Otherresult 106 122 80 12

Profit before taxation 148 51 565 111



14.8 Other segment information on Non-life insurance

The ratios for the Non-life business for the year ended 31 December split by insurance segment are shown below

Claims Expense Combined

ratio ratio ratio

2008

Fortis Insurance Belgium 65.0% 35.9% 100.9%

Fortis Insurance International 69.6% 28.8% 98.4%

2007

Fortis Insurance Belgium 63.7% 36.7% 100.4%

Fortis Insurance International 83.9% 30.1% 114.0%

Claims ratio the cost of claims net of reinsuranco as percentage of the net earned premiums excluding the internal costs

of handling claims

Expense ratio expenses as percentage of the 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 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 December2008

Benelux 128075 6358 75620

Other European countries 44 2694 15823

North America

Asia 170 1427

Other countries

Total 28022 9222 92870

31 December2007

Benelux 4671 10229 700841

Other European countries 716 3518 97689

North America 1.6021 52553

Asia 185 287 19074

Other countries 24 1022

Total 3994 14034 871179





Notes to the balance sheet



15 Cash and cash equivalents

Cash includes cash on hand available balances with central banks and other financial instruments with term of less than

three months from the date on which they were acquired The composition of Cash and cash equivalents was as follows as

at 31 December

31 December 2008 31 December 2007

cash on hand 782

Balances with central banks readily convertible in cash other than mandatory reserve deposits 795

Duefrom banks 5471 20713

Due from customers current accounts 2979

Other 460 1092

Total 5933 26361

Less impairments incurred but not reported IBNR 11

Total cash and cash equivalents 5933 26360

In the line Other EUR 363 million 2007 EUR 346 million is included relating to money market paper



16 Assets and liabilities held for trading

16.1 Assets held for trading

The following table provides specification of the Assets held for trading

31 December 2008 31 December 2007

Securities held for trading

Treasury bills and other eligible bills 107

Debt securities

Government bonds 7840

Corporate debt securities 9424

Structured credit instruments 3249

Equity securities 23766

Total trading securities 45386

Derivatives held for trading

Over the counter OTC 237 28368

Exchange traded 480

Total trading derivatives 237 28848

Other assets held for trading 566

Total assets held for trading 237 74800

Details of the derivative financial instruments are shown in note 34 The valuation method for these instruments is set out in

note 35

16.2 Liabilities held for trading

The table below shows the composition of Liabilities held for trading

31 December 2008 31 December 2007

Short security sales 56067

Derivative financial instruments

Over the counter OlD 165 33188

Exchange traded 333

Total derivatives held for trading
165 33521

Other liabilities held for trading

Total liabilities held for trading
165 89589



16.3 Valuation techniques

The following table provides specification of the methods used in determining the fair values of trading securities as at

31 December

2008 2007

Trading securities assets

Fair values of trading
securities supported by observable market data 40.396

Fair values of trading securities obtained through valuation technique 4990

Total 45386

Short security sales liabilities

Fair value supported by observable market data 56067

Fair value obtained through valuation technique

Total 56067



17 Duefrom banks

Due from banks consists of the following

31 December 2008 31 December 2007

Interest-bearing deposits 1107 8186

Loans and advances 5751 8986

Subordinated liabilities 6662

Reverse repurchase agreements 65858

Securities borrowing transactions 35 27404

Mandatory reserve deposits with central banks 8229

Held at fair value through profit or loss 213

Other 339 177

Total 13894 119053

Less impairmenta

specific credit riak 12

incurred but not reported IBNR

Due from banks 13893 119036

Impairments on Due from banks

Changes in the impairments on Due from banks are as follows

2008 2007

Specific Specific

credit nsk IBNR credit risk IBNR

Balance as at January 12 17

Balance of discontinued operations as at January 12

Balance of continuing operations as at January

Change in impairments of discontinued operations

Increase in impairmenta

Release of impairments

Write-offs of uncollectible loans

Foreign exchange differences and other adjustments

Balance as at 31 December 12

Note describes in greater detail the impairments for Specific credit risk and Incurred but not reported IBNR



18 Due from customers

The composition of Due from customers is as follows

31 December 2008 31 December 2007

Government and official institutions 5780

Residential mortgage 1561 99376

Consumer loans 10 9787

Commercial loans 103 138001

Reverse repurchase agreements 27763

Securities borrowing transactions 21460

Policyholder loans 139 142

Financial lease receivables 67 12037

Factoring 1914

Other loans 640 1993

Loans available for sale 212

Held at fair value through profit or loss 1300

Fair value adjustment from hedge accounting 11415

Total 2520 318350

Less impairments

specific credit risk 1815

incurred but not reported IBNR 227

Due from customers 2511 316308

Financial lease receivables

Receivables related to financial lease agreements as at 31 December are comprised of

Present value

Minimum lease of the minimum lease

payments payments receivable

2008 2007 2008 2007

Gross investment in financial leases

Not later than months 1407 1275

Later than months and not later than year 2645 2314

Later than year and not later than years 28 7267 6155

Later than years 95 2868 57 2293

Total 130 14185 67 12037

Unearned finance income 63 2148

Proceeds from financial lease agreements recorded in the income statement in 2008 amounted to EUR million

2007 EUR million



Impairments on Due from customers

The following table shows the changes in impairments on Due from customers

2008 2007

Specific Specific

credit risk IBNR credit risk IBNR

Balance as at January 1815 227 1945 325

Balance of discontinued operations as at January 1809 227

Balance of
continuing operations as at January

change in impairments of discontinued operations 269 107

Acquisitions/divestments of subsidiaries 34

Increase in impairments

Release of impairments

Write-offs of uncollectible loans 321

Foreign exchange differences and other adlustments iii

Balance as at 31 December 1815 227

The impairments for Specific credit risk and ncurred but not reported IBNR are described in more detail in note The

impairment on financial lease receivables included in the amounts above was nil at 31 December 2008 2007 nil



19 Investments

The composition of Investments is as follows

31 December 2008 31 December 2007

Investments

Held to maturity 4234

Availableforsale 45018 166916

Held at fair value through profit or loss 191 6193

Investment property 1328 3722

Associates and loint ventures 431 28108

Total gross 46968 209173

Impairments

on investments available for sale 314 2827

on investment property 38 66

Total impairments 352 2893

Total 46616 206280

19.1 Investments held to maturity

The amortised cost and estimated fair value of Fortis Investments held to maturity as at 31 December are as follows

2008 2007

Carrying Fair Carrying Fair

amount values amount values

Government bonds 3933 4002

Corporate debt securities 301 299

Total investments held to maturity 4234 4301

There were no impairments on Held to maturity investments as at 31 December 2008 and 2007



19.2 Investments available for sale

The fair value and amortised cost of Available for sale investments including gross unrealised gains and gross unrealised

losses is as follows

Fair value

Historical/ Gross Gross ac4ijstments

amortised unrealised unrealised from hedge Fair

cost gains losses accounting Impairments value

31 December2008

Treasury bills and other eligible bills

Government bonds 26997 926 381 27542

Corporate debt securities 15389 379 303 24 15441

Structured credit instruments 535 26 95 418

Private equities and venture capital

Equity securities 1555 20 91 194 1290

Other investments 10 10

Total 44490 1329 801 314 44704

31 December2007

Treasury bills and other eligible bills 313 313

Government bonds 70530 732 1076 218 69964

Corporatedebtsecurities 47582 171 930 28 46798

Structured credit instruments 36666 51 955 2568 33183

Private equities and venture capital 130 150 11 261

Equity securities 10983 2039 289 35 199 12499

Other investments 863 230 22 1071

Total 167067 3373 3264 260 2827 164089

The valuation of equity securities and Government bonds is based on quoted market prices in active markets while the

valuation of Corporate debt securities and Structured credit instruments is based on broker quotes The valuation of private

equities and other investments is based on assumptions that are not supported by available observable market data



Government bonds detailed by country of origin

The government bonds detailed by country of origin are as follows as at 31 December

Fair value

Historical/ Gross adjustments

amortised unrealised from hedge Fair

cost
gains losses accounting Impairments value

31 December2008

Belgian national government 4612 348 4960

Dutch national government 362 25 387

German national government 515 41 556

ltlian national government 8598 30 8568

French national government 741 68 809

Great Britain national government 565 35 600

Greek national government 5218 217 5001

Spanish national government 697 41 738

Portuguese national government 2853 104 2957

Austrian national government 802 23 825

Finish national government 81 86

Other national governments 1953 102 2055

Total 26997 545 27542

31 December2007

Belgian national government 13408 163 1771 13394

Dutch national government 4428 33 4395

German national government 8270 1164 8106

Italian national government 14490 110 136 14344

French national government 5725 92 5633

Great Britain national government 1573 1574

Greek national government 7736 40 19 7687

Spanish national government 1647 1645

Portuguese national government 4569 411 11 4527

Austrian national government 2389 1111 2378

Finish national government 1038 1035

Other national governments 5257 11 14 5246

Total 70530 344 218 69964



Net unrealised gains and losses on Available for sale investments included in equity

31 December 2008 31 December 2007

Available for sale investments in equity securities and other investments

Carrying amount 1303 13831

Gross unreslised gains end losses 71 2119

Related tax 259

Shadow accounting 73

Related tax 19

Net unrealised gains and losses 67 1806

Available for sale investments in debt securities

Carrying amount 43401 150258

Gross unrealised gains and losses 599 2010

Related tax 185 502

Shadow accounting 73 283

Related tax 34 63

Net unrealised gains and losses 375 1288

Available for sale investments in equity securities include private equities venture capital and all other investments excluding

debt securities

Impairments on Investments available for sale

The following table shows the breakdown of impairments on Investments available for sale

31 December 2008 31 December 2007

Impairments on investments available for sale

in equity securities and other investments 195 227

in debt securities 1191 26001

Total impairments on investments available for sale 314 2827

An AFS equity security is automatically presumed to be impaired if the fair value is more than 25% below the weighted

average acquisition cost at the reporting date or the fair value is below the weighted average acquisition cost during four

consecutive quarters except if it can clearly be demonstrated on documented basis that the equity security is not impaired

taking into account number of other triggers

The changes in impairments on available for sale investments are as follows

2008 2007

Balance as at January 2827 324

Balance of discontinued operations as at January 2704

Balance of continuing operations as at January 123

Increase in impairments of discontinued operations 2572

Increase in impairments of continuing operations 524 46

Release of impairments

Reversal on sale/disposal 3311 87

Foreign exchange differences and other adiustments 28

Balance as at 31 December 314 2827



19.3 Investments held at fair value through profit or loss

The following table provides information as at 31 December about the Investments that are held at fair value and for which

unrealised gains or losses are recorded through profit or loss

31 December 2008 31 December 2007

Government bonds 34

corporate debt securities 150 364

Structured credit instruments 26 3429

Private equities and venture capital 1005

Equity securIties 1267

Other investments 94

Total investments held at fair value through profit or loss 191 6193

Investments held at fair value through profit or loss except for Other investments are valued based on quoted market

prices

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 2008 is EUR 551 million

2007 EUR 4223 million and the carrying value is EUR 183 million 2007 EUR 3827 million

19.4 Structured Credit Instruments

Fortis holds as part of its investment portfolio so called Structured Credit Instruments SCI Structured Credit Instruments

are securities created by repackaging cash flows from financial contracts and encompass asset-backed securities ABS
mortgage-backed securities MBS and collaterised debt obligations CDOs

At 31 December 2008 the net exposure on the Structured Credit Instruments can be detailed as follows

31 December 2008 31 December 2007

Total net exposure Total net exposure Total net exposure Total net exposure

excl SPy assets md spy assets excl SPy assets md SPy assets

sci under Assets held for trading note 161 3249 3886

sci under Due from customers loans available for sale note 18 212 212

sci under Investments available for sale note 19.21 418 418 33183 33495

sci under Investments held at fair value trough profit or loss note 19.3 26 26 3429 3553

Other 6169 6169

Total 444 444 46242 47315

Special Purpose Vehicles SPmv assets related in 2007 to investments by entities of Fortis in debt securities of SPVs set up

by Fortis for the purpose of asset securitisation or structured debt issuance which were included in the Fortis consolidation

scope The exposure of SPVs was for 2007 mainly reported under the balance sheet captions Due from Customers

Residential Mortgages and Due from Banks Reverse repurchase agreements



Structured Credit Instruments are measured at fair value using quoted market prices in 2008 In 2007 the Structured Credit

Instruments not carried at fair value were mainly related to the asset pools of Scaldis and measured at amortised cost The

fair value measurement of the financial assets part of the Structured Credit Instruments could be categorised in 2007 based

upon the valuation methods applied

category fair values determined in whole or in part directly by reference to published price quotations in an active

market

category fair values determined in whole or in part using valuation technique based on assumptions that are

supported by available observable market data

category fair values determined in whole or in part using valuation technique based on assumptions that are not

supported by available observable market data

The categorisation within the fair value hierarchy is based upon the lowest level of input that is significant for the fair value

measurement Note 35 Fair values of financial assets and financial liabilities contains description of the valuation

methodologies applied for the measurement of the fair value

The following table presents the financial instruments measured at fair value included in the Structured Credit Instruments by

category of fair value measurement indicating the transparency of the inputs to measure the fair value as at

31 December 2008

31 December 2008 31 December 2007

Category 63%

Category 100% 30%

Category 7%

The percentages reported for 2007 are based on the net exposure including the assets held by Special Purposes Vehicles of

Fortis

During the second half of 2007 the market circumstances for Structured Credit Instruments changed dramatically leading to

significant decrease in the observability of the data used for market pricing of assets primarily related to US sub prime

residential mortgage-related assets including Asset-Backed Securities ABS and Collaterised Debt Obligations CDOs
Under these market conditions it was no longer possible for Fortis to value the CDO origination portfolio based on published

price quotations as those were no longer available Consequently valuation technique based on discounted cash flow

model was applied

As for other financial assets Fortis applies two step approach in the impairment testing process of financial instruments

Firstly an assessment is made whether objective evidence exists that financial asset is impaired followed by the

recognition and measurement of an impairment loss The assessment of objective evidence is based on observable data

triggers about loss events

The Fortis established mandatory triggers concerning CDO products that can lead to an impairment are the following

for all tranches Fortis owns any Event of Default under the indenture for the issuing CDO

the downgrade of the tranche to non-investment grade

If mandatory trigger is met the instrument is considered impaired Besides the mandatory triggers four judgemental

triggers are used

overcollateralisation falls below 100%

interest coverage falls below 100%

downgrade of any tranche with or more notches below the original rating

fair value drops below 80% of the acquisition price

If judgement trigger is met further credit quality analysis is undertaken



19.5 Real estate

Real estate mainly comprises residential commercial and mixed use real estate located primarily in the Benelux countries

The following table shows the changes in Real estate for the year ended 31 December

2008 2007

Acquisition cost as at January 4604 3972

Acquisition cost of discontinued operations as at January 2865

Acquisition cost of continuing operations as at January 1739

Acquisitions/divestments of subsidiaries 30 354

Additions/purchases 28 421

Capital improvements

Disposals 288

Transfer from to property plant and equipment 29 150

Foreign exchange differences 14
Other

Acquisition cost as at 31 December 1772 4604

Accumulated depreciation as at January 882 864

Accumulated depreciation of discontinued operations as at January 480

Accumulated depreciation of continuing operations as at January 402

Depreciation expense of discontinued operations 50

Depreciation expense of continuing operations 44 39
Reversal of depreciation due to disposals 71

Other

Accumulated depreciation as at 31 December 444 882

Impairments as at January 66 61
Impairments of discontinued operations as at January 38

Impairments of continuing operations as at January 28
Change in impairments of discontinued operations 15

Increase in impairments charged to income statement 10

Reversal of impairments due to disposals 12

Impairments as at 31 December 38 66

Net investment property as at 31 December 1290 3656

Cost of investment property under construction 124

The fair value of Real estate is set out below

31 December 2008 31 December 2007

Fair values supported by market evidence 1479 1589

Fair value sublect to an independent valuation 320 4083

Total fair value of investment property 1799 5672

Total carrying amount 1290 3656

Gross unrealised gain/loss 509 2016

Taxation 162 561

Net unrealised gain/loss not recognised in equity 347 1455



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 maximumuseful 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 have been determined individually As 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 lease payments to be received from irrevocable agreements amounted to

2008 2007

Not later than months
32 77

Later than months and not later than year
85 82

Later than year and not later than years
281 313

Later than years
255 376

Total

653 848



19.6 Investments in associates and joint ventures

The following table provides an overview of the most significant Investments in associates and joint ventures as at

31 December

2008 2007

Carrying Carrying

amount amount

Joint ventures

Banque de La Poste 87

Deltafort 145

Associates

BAFB 990

BGL Investment Partners 150

Caipora International Finance Cooperati4ve UA 107

Debra International Finance Cooperati8va UA 210

Mayban Fortia Holding 145 141

Muang Thai Holdings 146 104

NIB Capital Foreign Debt fund 150

Tai Ping Life 77 69

ABN AMRO 24201

Leyden Say By 1376

Other 63 398

Total 431 28108

Companies that Fortis owns and controls jointly with other companies Goint ventures are measured at net asset value

Fortis group interests in its principal associates for the year ended 31 December are as follows

Total Total Total Total

assets liabilities income expenses

2008

Mayban Fortis Holding 198 728 970 934

Muang Thai Holdings 661 1128 436 416

Tai Ping Life 6381 6033 2156 2125

2007

BGL Investment Partners 591 10 83 11

Caipora International Finance 000peratieva LA 429 35 18
Debra International Finance 000peratieve UA 838 64 34

Mayban Fortis Holding 3964 3509 469 425

MuangThai Holdings 1071 913 382 355

NIB Capital Foreign Debt fund 200 21

BAFB 1008 21

LeydenBayB.V 1831 23

Tal Ping Life 4377 4094 2165 120551



20 Reinsurance and other receivables

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

31 December 2008 31 December 2007

Reinsurers share in liabilities arising from insurance and investment contracts 263 956

Receivables from policyholders 408 779

Fees and commissions receivable 35 269

Operating lease receivables

Receivables from intermediaries 158 419

Reinsurance receivables 48 312

Factoring receivables 1959

Receivables related to securities transactions with banks 124

Receivables related to securities transactions with customers 1457

Other 277 3495

Total gross 1190 9777

Impairments 36 59

Nettotal 1154 9718

Other receivables include 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

2008 2007

Balance as at January 59 88

Balance of discontinued operations as at January 43

Balance of continuing operations as at January 16

change in impairments of discontinued operations

Acquisitions/divestments of subsidiaries

Increase in impairments 28

Release of impairments

Write-offs of uncollectible amounts

Foreign exchange differences and other adiustments 11 25

Balance as at 31 December 36 59



Changes in the Reinsurer share in liabilities arising from insurance and investment contracts

The changes in the Reinsurer share in liabilities arising from insurance and investment contracts are shown below

2008 2007

Balance as at January 956 1003

Balance of discontinued operations as at January 750

Balance of continuing operations as at January 206

Acquisitions/divestments of subsidiaries

Change in liabilities current year 27 133

Change in liabilities prior years 34 11

Claims paid current year 39
Claims paid prior years 114 73

Other net additions through income statement 21 77

Foreign exchange differences and other adjustments 10
Balance as at 31 December 263 956



21 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 2008 31 December 2007

Land and buildings held for own use 974 2537

Leasehold improvements 20 412

Equipment 51 875

Buildings under construction 90 180

Total 1135 4004

Changes in Property plant and equipment

Changes in Property plant and equipment for the years 2007 and 2008 are shown below

2007

Land and Buildings Leasehold Buildings

held for improve- under

own use ments Equipment construction Total

Acquisition cost as at January 3774 627 1507 247 6155

Acquisitions/divestments of subsidiaries 10 10 15 35

Additions 171 170 669 83 1093

Reversal of cost due to disposals 87 20 225 332

Transfer from to investment property 141 150

Foreign exchange differences 33 36

Other

Acquisition cost as at 31 December 3861 784 1933 180 6758

Accumulated depreciation as at January 1242 332 1036 2612

Acquisitions/divestments of subsidiaries

Depreciation expense of discontinued operations 95 53 158 306

Depreciation expense of continuing operations 25 19 46

Reversal of depreciation due to disposals 37 14 157 208

Foreign exchange differences

Other 10 11

Accumulated depreciation as at 31 December 1315 372 1057 2744

Impairmentsasatl January 13 21
Increase of impairments charged to the income statement

of discontinued operations

Increase of impairments charged to the income statement

of continuing operations

Reversal of impairments due to disposals 11

Other

Impairments as at 31 December 10

Property plant and equipment as at 31 December 2537 412 875 180 4004



2008

Land and Buildings Leasehold Buildings

held for improve- under

own use ments Equipment construction Total

Acquisition cost as at January 861 784 933 180 758

Acquisition cost of discontinued operations as at January 507 739 760 157 163

Acquisition cost of continuing operations as at January 354 45 173 23 595

Acquisitions/diveatments of subsidiaries

Additions 20 18 12 54

Reversal of cost due to disposals 18 24

Transfer from to investment property 29 29

Foreign exchange differences

Other 19 10 55 47

Acquisition cost as at 31 December 365 50 188 90 693

Accumulated depreciation as at January 315 372 057 2744

Accumulated depreciation of discontinued operations as at January 937 344 931 212

Accumulated depreciation of continuing operations as at January 387 28 126 532

Acquisitions/divest ments of subsidiaries

Depreciation expense 27 19 48
Reversal of depreciation due to disposals 12 17

Foreign exchange differences

Other

Accumulated depreciation as at 31 December 389 30 137 556

Impairments as at January 10
Impairments of discontinued operations as at January

Impairments of continuing operations as at January

Divestments of subsidiaries

Increase of 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

Property plant and equipment as at 31 December 974 20 51 90 1135

Amounts in Other in Land and Buildings held for own use and Buildings under construction relate primarily to transfers to

and from buildings held for sale

As at 31 December 2008 there were no amounts included in Property plant and equipment related to capitalised funding

costs 2007 EUR million



Fair value of Land and buildings held for own use

The fair value of owner-occupied property is set out below

31 December 2008 31 December 2007

Total fair value of Land and buildings held for own use 1369 3279

Total carrying amount 974 2537

Gross unrealised gain/loss 395 742

Tmation 126 226

Net unrealised gain/loss not recognised in equity 269 516

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 live 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 have been determined individually As general rule residual values are considered to be zero



22 Goodwill and other intangible assets

Goodwill and other intangible assets as at 31 December are as follows

31 December 2008 31 December 2007

Goodwill 531 1515

VOBA 549 1007

Purchased software 18 160

Internally developed software 28 292

Other intangible assets 240 365

Total 1366 3339

Goodwill is tested for impairment at least annually by comparing the recoverable amount to the carrying value

Other intangible assets are amortised in accordance with the expected lives of the assets

Other intangible assets include intangible assets with definite useful lives such as concessions patents licences

trademarks and other similar rights In general software is amortised over maximumof five years and other intangible

assets have an expected useful life of 10 years at most

Value of business acquired VOBA is the difference between the fair value at acquisition date and the subsequent book

value of portfolio of contracts acquired separately or in business combination VOBA is recognised as an intangible asset

and amortised over the income recognition period of the portfolio of contracts acquired

With the exception of goodwill Fortis does not have intangible assets with indefinite useful lives



Changes in Goodwill and other intangible assets

Changes in Goodwill and other intangible assets for the years 2007 and 2008 are shown below

2007

Internally Other

Purchased developed intangible

Goodwill VOBA software software assets Total

Acquisition cost as at January 985 1035 299 67 451 2837

Acquisitions/divestments ot subsidisriee 563 018 29 916

Additions 105 226 52 383

Adjustments arising from subsequent

changes in value of assets and liabilities

Reversal of coat due to disposals 19 121

Foreign exchsngedifferences 26 22 54
Other

Acquisition cost as at 31 December 1521 1328 383 295 528 4055

Accumulated amortisation as at January 233 211 114 558

Amortisation expense of discontinued operations 20 41 28 92

Amortisation expense ot
continuing operations 63 111 78

Acquisitions/divestments ot subsidiaries

Revemsi ot amortisaf ion due to disposals 17 17

Foreign exchange differences

Other 16

Accumulated amortisation as at 31 December 316 223 163 705

lmpairmentsasatlJanuary 10 18
Increase of impairments charged to the income statement

ot discontinued operations

Increase of impairments charged to the income statement

of continuing operations

Oivestments of subsidiaries

Reversal of impairments credited to the income statement

Other 10 10

Impairments as at 31 December 11

Goodwill and other intangible assets as at 31 December 1515 1007 160 292 365 3339



2008

Internally Other

Purchased developed intangible

Goodwill VOBA software software assets Total

Acquisition cost as at January 1521 1328 383 295 528 4055

Acquisition cost of discontinued operations as at January 1066 502 335 272 223 2398

Acquisition cost of continuing operations as at January 455 826 48 23 305 1657

Acquisitions/divestments of subsidiaries

Additions 11 26

Adjustments arising from subsequent

changes in value of assets and liabilities 52 52
Reversal of cost due to disposals

Foreign exchange differences 14 16 27

Other 10 12 22

Acquisition cost as at 31 December 532 790 54 32 322 1730

Accumulated amortisstion as at January 316 223 163 705

Accumulated amortisation of discontinued operations as at January 134 192 93 423

Accumulated amortisation of continuing operations as at January 182 31 70 283

Acquisitions/divestments of subsidiaries

Amortisation expense 58 14 81
Reversal of amortisation due to disposals

Foreign exchange differences

Other

Accumulated amortisation as at 31 December 241 36 82 362

lrnpairmentsasstl January 11
Impairments of discontinued operations as at January 10

Impairments of continuing operations as at January

Divestmenls of subsidiaries

Increase in impairments charged to the income statement

Reversal of impairments credited to the income statement

Other

Impairments as at 31 December

Goodwill and other intangible assets as at 31 December 531 549 18 28 240 1366



Impairment on goodwill

Impairment testing on goodwill is performed annually at the end of the year by comparing the recoverable amount of cash-

generating units CGU to their carrying amount The recoverable amount is determined by the highest of the value in use or

fair value less costs to sell The type of acquired entity determines the definition of the type of CGU Currently all CGUs have

been defined at legal entity level

The recoverable amount of CGU is assessed through 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 given country and premium to reflect the inherent risk of the entity being

evaluated These variables are determined on the basis of managements judgement If the entity is listed on stock market

also this market price is considered as an element in the evaluation

The breakdown of goodwill and impairments for the main cash-generating units as at 31 December 2008 is as follows

Goodwill Net Method used for

amount Impairments amount Segment recoverable amount

Cash generating unit ICGUI

Fortis UKI Limited loutnghtl 15 15 Insurance International value in use

Milleniumbcp Fortis Limited 168 168 Insurance International value in use

Fortis Asia Holdings 313 313 Insurance International value in use

Other 35 35 Insurance International value in use

Total 531 531

Amortisation of VOBA

Expected amortisation expenses for VOBA from 2008 onwards are as follows

2009 2010 2011 2012 2013 Later

Estimated smortisation of VOBA 55 43 41 37 36 337



23 Accrued interest and other assets

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

31 December 2008 31 December 2007

Deferred acquisition cost 421 1091

Deferred other charges 91 615

Accrued interest income 1092 36894

Accrued other income 2729

Derivatives held for hedging purposes 1297

Buildings held for sale 112 331

Defined benefit assets 34

Deferred tax assets 117 2500

Durrent income tax receivable 73 471

Other 66 34291

Total gross 1985 80253

Impairments 39

Accrued interest and other assets 1985 80214

For details on pension plans and related pension assets see note

Changes in deferred acquisition costs

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

2008 2007

Balance as at January 1091 1057

Balance of discontinued operations as at January 689

Balance of continuing operations as at January 402

Depreciation expense of discontinued operations 10

Acquiaitions/divestments of subsidiaries

capitalised deferred acquisition costs 194 199

Depreciation expense 153 145

Other adjustments including exchange rate differences 22 11

Balance as at 31 December 421 1091



24 Due to banks

The table below shows the components of Due to banks

31 December 2008 31 December 2007

Deposits from banks

Demand deposits 2285 10243

Time deposits 285 77537

Other deposits 120 298

Total deposits 2690 88078

Repurchase agreements 1184 69340

Securities lending transactions 12560

Advances against collateral 35 21035

Held at fair value through profit or loss 381

Other 4850 1037

Total due to banks 8759 192431

As at 31 December 2008 the line Other includes 10-year loan from Fortis Bank Belgium of EUR 4750 million Fortis has

pledged certain assets i.e investments and trading assets for EUR 1100 million 2007 EUR 104756 million against Due

to bank outstandings

Contractual terms of deposit held by banks

Deposits held by banks by year of contractual maturity as at 31 December are as follows

2008 2007

2008 87555

2009 2601 52

2010 23

2011 19

2012 89 112

Later 317

Total deposits 2690 88078



25 Due to customers

The components of Due to customers are as follows

31 December 2008 31 December 2007

Demand deposits 83 847

Saving deposits 50 795

Time deposits 77 568

Other deposits 312

Total deposits 212 522

Repurchase agreements 41 857

Securities lending transactions 425

Other borrowings 285

Funds held under reinsurance agreements 113 154

Held at fair value through profit or loss 29 30

Fair value hedge adjustments from hedge accounting 25

Total due to customers 148 262298

Fortis has designated financial liabilities classified in Due to customers held at fair value through profit or loss In accordance

with the defined investment strategies financial assets and financial liabilities including derivatives are aggregated in specific

portfolios These portfolios are managed and their performance is measured and reported on fair value basis

Maturity dates of customer deposits

The maturity dates of customer deposits as at 31 December are shown below

2008 2007

2008 197600

2009 816

2010 386

2011 909

2012 307

Later 504

Total customer deposits 212522



26 Liabilities arising from insurance and investment

contracts

The following table provides an overview of the Liabilities arising from insurance and investment contracts as at

31 December

Insurance Investment Total Non-life Other md

contracts contracts Life contracts contracts eliminations Total

2008

Liability for future policyholder benefits 2186 21486 43072 43063

Claims reserves 3535 36 3499

Unearned premiums 782 782

Reserve for policyholder profit sharing 240 86 326 334

Shadow accounting adjustment 38 35 73 73

Gross 21864 21606 43471 4325 45 47 751

Reinsurance 39 39 260 36 263

Net 21825 21606 43432 4065 47488

2007

Liability for future policyholder benefits 38084 19557 57641 1835 55806

Claims reserves 7122 16 7106

Unearned premiums 1571 1571

Reserve for policyholder profit sharing 291 278 569 569

Shadow accounting adjustment 258 35 223 100 320

Gross 38117 19870 57987 8696 1951 64732

Reinsurance 46 46 963 53 956

Net 38071 19870 57941 7733 1898 63776

Changes in the Liabilities arising from Life insurance and investment Contracts gross of reinsurance are shown below

Life insurance Investment

contracts contracts

Balance as at January 2007 36938 16680

Acquisitions/divestments of subsidiaries 685 15

Net additions through income statement 1357 3202

Foreign exchange differences 48

Shadow accounting adjustment 614 70
Transfer between liabilities 201 43

Balance as at 31 December 2007 38117 19870

Balance of discontinued operations as at January 16922

Balance of continuing operations as at January 21195 19870

Acquisitions/divestments of subsidiaries 19
Net additions through income statement 644 1700

Foreign exchange differences 38

Shadow accounting adiustment 85

Transfer between liabilities 91 32

Balance as at 31 December 2008 21864 21606



Changes in the Liabilities arising from insurance contracts for Non-life products gross of reinsurance are shown below

Non-life insurance

contracts

Balance as at January 2007 8184

Acquisitions/divestments of subsidiaries

Addition to liabilities current year
3770

Claims paid current year
735

Change in liabilities current year
2035

Addition to liabilities prior years
139

Claims paid prior years
285

Change in liabilities prior years
1.424

611

Change in unearned premiums 98

Interest accrual and other changes 71

Foreign exchange differences 131

Shadow accounting adjustment

Balance as at 31 December 2007 8696

Balance of discontinued operations as at January 4234

Balance of continuing operations as at January 4462

Acquisitions/diveatments of subsidiaries

Addition to liabilities current year
874

Claims paid current year
986

Change in liabilities current year
888

Addition to liabilities prior years
87

Claims paid prior years
695

Change in liabilities prior years 782

106

Change in unearned premiums 13

Interest accrual and other changes 48

Foreign exchange differences 304

Shadow accounting adjustment

Balance as at 31 December 2008 4325

Liability Adequacy Testing LAT was carried out at year end to assess whether the recognised liabilities are adequate

using current portfolio yields to estimate future cash flows similar LAT was carried out applying current market yields to

the investment portfolio excluding unrealised Capital gains to determine future cash flows The Fortis LAT policy includes

harmonised processes and testing to ensure that liabilities arising from insurance and investment contracts are properly

monitored tested and are adequate This includes formal process of testing at each reporting date on the level of

homogeneous product groups The testing performed on 2008 year end data confirmed the adequacy of reported liabilities

The effect of changes in assumptions used to measure the liabilities related to Life and Non-life insurance contracts was not

material in 2008 and 2007



27 Liabilities related to unit-linked contracts

The Liabilities related to unit-linked contracts can be broken down into insurance and investment contracts as follows

2008 2007

Insurance contracts 1362 12453

Investment contracts 16716 19335

Total 18078 31788

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

2008 2007

Balance as at January 12453 11394

Balance of discontinued operations as at January 10632

Balance of continuing operations as at January 1821

Acquisitions/divestments of subsidiaries 15

Premiums 261 1830

Payments due to surrenders and maturities 230 950

Changes in unit value 432 131

Otherchanges 58 33

Balance as at 31 December 1362 12453

The following table shows the changes in Liabilities related to unit-linked investment contracts

2008 2007

Balance as at January 19335 17762

Balance of discontinued operations as at January

Balance of continuing operations as at January 19335

Acquisitions/divestments of subsidiaries 68

New deposits 3052 3308

Payments due to surrenders and maturities 3313 2306

Changes in unit value 28191 415

Other changes 461 88

Balance as at 31 December 16716 19335

The effect of changes in assumptions used to measure the liabilities related to unit-linked contracts was not material in 2008

and 2007



28 Debt certificates

The following table shows the types of Debt certificates issued by Fortis and the amounts outstanding as at 31 December

31 December 2008 31 December 2007

Boris de caisse Kasbons 387

Commercial paper 617 74 884

Other 6278

Total at amortised cost 617 86 549

Held at fair value through profit or loss 1053 15524

Total debt certificates 4670 102073

Fortis has pledged certain assets i.e mainly investments and trading assets for EUR nil million 2007 EUR 4885 million

against Debt certificates outstandings

Fortis has designated selected Debt certificates with embedded derivatives and corresponding investments as Held at fair

value through profit or loss reducing potential accounting mismatch The Debt certificates issued combined with the

embedded derivatives are designated as Held at fair value through profit or loss thus avoiding the separation of the

embedded derivative from the host contract The nominal value of Debt securities held at fair value through profit or loss was

EUR 1053 million as at 31 December 2008 2007 EUR 15610 million as the Debt securities are directly repayable

The contractual maturity of the balance outstanding as at 31 December of Debt certificates is shown below

2008 2007

2008 59 571

2009 4670 12786

2010 7356

2011 7038

2012 6766

Later 8556

Total debt certificates 670 102 073



29 Subordinated liabilities

The following table provides specification of the Subordinated liabilities as at 31 December

31 December 2008 31 December 2007

FRESHsee29.1 1229 1169

CASHES see 29.2 2409

MCS see 29.3 2106

Liability component of subordinated convertible securities 1229 5684

Fortis Capital Funding Trust see 29.4 600

Fortis Capital Company see 29.5 450

Fortis Bank Tier debt securities 2001 see 29.6 1000

Fortis Bank Tier debt securities 2004 see 29.7 1000

Other hybrid and Tier liabilities 3050

Hybrone 500 500

Nitsh 487

Nitsh II 625

Fortis Hybrid Financing see 29.8 1612 500

Other subordinated liabilities see 299 67 10769

Held at fair value through profit or loss see 29.10 1953

Fair value adiustment from hedge accounting 31

Total subordinated liabilities 2908 21925

29.1 FRESH

On May 2002 Fortfinlux S.A issued undated Floating Rate Equity-linked Subordinated Hybrid capital securities FRESH
with nominal amount of EUR 1250 million and denomination of EUR 250000 each Coupons on the securities are

payable quarterly in arrears at variable rate of month Euribor .35%

FRESH is issued by Fortfinlux S.A with Fortis S/VNV and Fortis N.y acting as Co-obligors Coupons on FRESH together

with the coupons on CASHES and on MCS see 29.2 and 29.3 are subordinated to all other loans subordinated liabilities

and preference shares of these entities but rank senior to ordinary shares 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 39682540 Fortis shares that Fortfinlux S.A has pledged in favour of such holders

In the event that dividends are not paid on the Fortis shares or that the dividends to be declared are below threshold with

respect to any financial year dividend yield 05% and in certain other exceptional circumstances payments of coupons

are made in accordance with so called Alternative Coupon Satisfaction Method ACSM The ACSM implies that new Fortis

shares will be issued and subsequently sold in the market and the proceeds will be used to satisfy the coupon payment to

bondholders If the ACSM is triggered and there is insufficient available authorised capital to seffle the ACSM obligation the

coupon settlement is postponed up to the moment that the ability to issue shares is restored Because of these

characteristics FRESH is treated as part of regulatory Tier capital



Fortis announcement on 15 March 2009 not to declare dividend for the 2008 financial year triggered the ACSM on the

FRESH which will apply on the full quarterly coupon periods after this date the first ranging from May up to August

2009 This mandatory ACSM to satisfy coupons will last until Fortis announcement to resume an interim- dividend payment

again

To use the ACSM Fortis needs to issue new shares Fortis also announced on 15 March 2009 that the issuance of new

shares by the Board of Directors out of the authorised capital will only be possible after the shareholders have passed

resolutions approving the proposals to reduce the capital of Fortis SA/NV with due regard for the two month waiting period

and provided that Fortis shares are then trading higher than EUR 0.84 This implies that the quarterly coupon payments are

postponed from the above period until the moment that the above conditions are met Fortis will first have to satisfy the

postponed coupon payments using ACSM before it can resume dividend payment There is no accrued interest

applicable on the postponed ACSM coupons

The FRESH has no maturity date but may be exchanged into Fortis shares at price of EUR 31 .50 per share at the

discretion of the holder From May 2009 the bonds will be automatically exchanged 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



The FRESH is recorded in the balance sheet as at 31 December as follows

2008 2007

Equity component as at January 266 266

Equity component of discontinued operations as at January

Equity component of continuing operations as at 31 December 266 266

Liability component

BalanceasatlJanuary 1169 1108

Interest expense 136 128

interest paid 76 67

Balance as at 31 December 1229 1169

The net amounts collected were separated into 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

based on the net discounted value of the expected cash flows related to the instrument The difference between the

amounts collected and the liability component forms the equity component and is reported net of deferred tax

29.2 CASHES

On 19 December 2007 Fortis Bank nv-sa issued Convertible And Subordinated Hybrid Equity-linked Securities CASHES
with nominal amount of EUR billion and denomination of FUR 250000 each Coupons on the securities are payable

quarterly in arrears at variable rate of month Euribor 2.0%

When the CASHES were issued Fortis SNNV and Fortis N.y issued 125.313.283 shares for total amount of EUR 2.35

billion and placed these shares at third party with the proceeds of this issue Fortis recapitalized Fortis Bank nv-sa In

second step Fortis Bank in turn used the proceeds of this recapitalisation to buy these shares from the third party In third

step Fortis Bank issued EUR billion CASHES with Fortis SNNV and Fortis N.y acting as co-obligors This instrument will

only be reimbursed by Fortis Bank by exchanging them against the acquired Fortis shares the principal amount of the

securities will not be repaid in cash The underlying Fortis shares are the only recourse for the holders of the CASHES Fortis

Bank pledged these shares in favour of the holders

CASHES is issued by Fortis Bank nv-sa with Fortis SA/NV and Fortis N.y acting as Co-obligors Coupons on CASHES

together with the coupons on FRESH and MCS see 29.1 and 29.3 are subordinated to all other loans subordinated

liabilities and preference shares of these entities but rank senior to ordinary shares

In the event that dividends are not paid on the Fortis shares or that the dividends to be declared are below threshold with

respect to any financial year dividend yield 05% and in certain other circumstances payments of coupons are made in

accordance with so called ACSM see 29.1 If the ACSM is triggered and there is insufficient available authorised capital to

settle the ACSM obligation the coupon settlement is postponed up to the moment that the ability to issue shares is

restored Because of these characteristics the FUR 650 million difference between the initial value of the Fortis shares and

the issued principal amount of CASHES representing the exchange option premium together with the EUR 2.35 billion

capitalisation is treated as regulatory Tier capital at the level of Fortis Bank

Fortis announcement on 15 March 2009 not to declare dividend for the 2008 financial year triggered the ACSM on the

CASHES which will apply on the full quarterly coupon periods after this date the first ranging from 20 March up to 19 June

2009 This mandatory ACSM to satisfy coupons will last until Fortis announcement to resume an interim- dividend payment

again



To use the ACSM Fortis needs to issue new shares Fortis also announced on 15 March 2009 that the issuance of new

shares by the Board of Directors out of the authorised capital will only be possible after the shareholders have passed

resolutions approving the proposals to reduce the capital of Fortis SA/NV with due regard for the two month waiting period

and provided that Fortis shares are then trading higher than EUR 0.84 This implies that the quarterly coupon payments are

postponed from the above period until the moment that the above conditions are met Fortis will first have to satisfy the

postponed coupon payments using ACSM before it can resume dividend payment There is no accrued interest

applicable on the postponed ACSM coupons

The CASHES have no maturity date but may be exchanged into Fortis shares at price of EUR 23.94 per share at the

discretion of the holders From 19 December 2014 the bonds will be automatically exchanged 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

Although the CASHES is part of discontinued operations the conditions of the instrument dealing with the situation that

Fortis does not pay sufficient dividend remain in place and cause ACSM settlement of the coupon by Fortis regardless of

the fact that CASHES is part of the discontinued operations in which case Fortis has recourse against Fortis Bank for the full

value of the coupon paid

The CASHES is recorded in the balance sheet as at 31 December as follows

Equity component as at January 2008 540

Equity component of discontinued operations as at January 540

Equity component of continuing operations as at 31 December

Liability component

Balance as at January 2007

Issued 2406

Interest expense

Interest paid

Balance as at 31 December 2007 409

Balance as at January 2008 2409

Liability component of discontinued operations as at January 2008 409

Liability component of continuing operations as at January 2008

The net amounts collected were separated into liability and an equity component at the date of issuance of the CASHES
The equity component is related to the embedded derivative included in the CASHES The liability component was

calculated based on the net discounted value of the expected cash flows related to the instrument The difference between

the amounts collected and the liability component forms the equity component and is reported net of deferred tax



29.3 MCS

On December 2007 Fortis Bank Nederland Holding with Fortis Bank nv-sa Fortis SNNV and Fortis N.y acting as co

obligors issued Mandatory Convertible Securities MCS with nominal amount of EUR billion and denomination of

EUR 250000 each

MCS together with the coupons on FRESH and CASHES see 29.1 and 29.2 is subordinated to all other loans

subordinated liabilities and preference shares of these entities but rank senior to ordinary shares

Coupons on the securities are payable semi-annually in arrears at rate of 8.75% annually The coupon payment is at the

discretion of Fortis Bank Nederland Holding however must be paid when Fortis declares dividend in the 12 months prior

to the coupon date breach of minimum solvency levels at Fortis Bank Nederland Holding would lead to an accelerated

conversion using an ACSM for unpaid coupons Because Fortis announced on 15 March 2009 not to declare dividend for

the 2008 financial year while there was also no interim dividend payment during 20087 Fortis Bank Nederland Holding is

entitled to use this discretion for the semi annual coupon payment that is scheduled on June 2009

Because of these characteristics and the mandatory convertible nature of the instrument the MCS is treated as part of

regulatory Tier capital at the level of Fortis Bank Nederland Holding

The MCS will be converted mandatorily on December 2010 into number of Fortis shares that depends on the then

prevailing share price with minimum of 87822374 and maximum of 105386849 shares Early conversion of all bonds

is possible at the maximum number of shares at the option of the issuers while individual MCS-holders can opt for early

conversion at the minimum number of shares or in case the free float in issued and outstanding Fortis shares is less than

50%

This security is part of discontinued operations However the conversion of the instrument for the above mentioned Fortis

shares remains in place According to agreements entered into between the parties Fortis Bank Nederland Holding should

compensate Fortis by issuing new shares to Fortis SIVNV and Fortis N.y for the stock settlement at conversion this

compensation is disputed by the Dutch State after it took control over Fortis Bank Nederland Holding

At conversion of the MCS Fortis will record EUR billion increase of its equity against EUR billion receivable on new

Fortis Bank Nederland Holding shares to be received from Fortis Bank Nederland Holding In the event that the Dutch

State successfully disputes this claim Fortis will need to record an impairment on this receivable subject to the level of

compensation that will be agreed upon

The MCS is recorded in the balance sheet as at 31 December is as follows

Equity component as at January 2008 131

Equity component of discontinued operations as at January 131

Equity component of continuing operations as at 31 December

Liability component

Balance as at January 2007

Issued 2107

Interest expense 11

lnterestpaid 12
Balance as at 31 December 2007 2106

Balance as at January 2008 2106

Liability component of discontinued operations as at January 2008 2106

Liability component of continuing operations as at January 2008



The net amounts collected were separated into liability and an equity component at the date of issuance of the MCS The

equity component is related to the embedded derivative included in the MCS The liability component was calculated based

on the net discounted value of the expected cash flows related to the instrument The difference between the amounts

collected and the liability component forms the equity component and is reported net of deferred tax

29.4 Fortis Capital Funding Trusts

The Fortis Capital Funding Trusts issued non-cumulative perpetual trust capital securities in 1999 guaranteed by ASR

Levensverzekering NV and Fortis SNNV and Fortis N.y of which EUR 50 million at quarterly fixed interest rate of 6.25%

per annum EUR 200 million at 5.5% fixed annual rate and EUR 400 million at three-month Euribor plus 1.30 ASR

announced on 26 March 2009 not to call the instrument at 26 April 2009 and instead will plan to exchange the instrument to

another instrument in the course of 2009 The coupon on the EUR 200 million tranche and the EUR 400 million tranche will

change into three-month Euribor plus 2.30% The coupon payment is conditional on ASR Levensverzekering keeping

solvency ratio of at least 200% of the regulatory required minimum Because of these characteristics this instrument

classifies as part of regulatory capital at the level of ASR Levensverzekering N.y

This security is part of discontinued operations however the parental guarantee entails that if ASR Levensverzekering

breaches the mentioned minimum solvency level while Fortis would declare dividend Fortis SA/NV en Fortis N.y will be

held liable for the coupon payments during one year after declaration of such dividend without any possibility of recourse

against ASR Levensverzekering Fortis announced on 15 March 2009 not to pay dividend As long as Fortis does not

resume dividend payment no claims can be made against Fortis regardless the evolution of the solvency of ASR

Levensverzekering This contingent liability stops existing at the exchange of the instrument by ASR

29.5 Fortis Capital Company

Fortis Capital Company issued non-cumulative non-voting perpetual preference shares in 1999 with nominal value of

EUR 450 million which benefit from support agreement entered into by Fortis SNNV and Fortis N.y and entitle the holder

to an annual dividend at rate of 6.25% until 29 June 2009 and because Fortis Bank Nederland Holding decided not to

call the instrument at rate of Euribor 2.60% thereafter Fortis Capital Company in turn on-lent the proceeds to Fortis

Bank Nederland Holding N.y in the form of subordinated loan Because of these characteristics this instrument classifies

as part of regulatory capital at the level of Fortis Bank Nederland Holding N.y

This security is part of discontinued operations however the parental support agreement entails that as long as any of the

supporting companies is paying dividend on its ordinary shares in any given financial year the supporting companies will

make available to Fortis Capital Company such additional funds as necessary to allow it to pay the dividend on the

preference shares This would be the case if for solvency reasons Fortis Bank Nederland Holding would not pay interest

on the subordinated loan

Fortis Capital Company announced on 26 March 2009 not to call the instrument in 2009 As result of this decision holders

of these preference shares may either elect to stay in the instrument and receive coupon of months Euribor 2.6% or to

elect to exchange their shares for Fortis ordinary shares to be delivered by Fortis Following the election for exchange by the

holders of the preference shares Fortis Capital Company may decide that the preference shares will be redeemed against

cash to be delivered by Fortis instead of through delivery of Fortis ordinary shares provided that DNB and CBFA consent to

this cash redemption



Fortis is currently legally prevented from issuing new shares until two capital reductions that are proposed to the

shareholder meeting of 28 April 2009 have been approved and become effective Fortis is therefore not in position to

deliver new shares to Fortis Capital Company in the event that holders would elect for stock settlement and may need to

deliver cash or shares that are bought back from the market In line with what is foreseen in the underlying documentation

with the aim of maintaining the Tier capital of Fortis Bank Nederland Holding N.y if Fortis would be asked to fulfil its

commitments it is Fortis position that it is entitled to be compensated through delivery of subordinated loan preference or

ordinary shares of Fortis Bank Nederland Holding or any other compensation acceptable in the given circumstances

29.6 Fortis Bank Tier debt securities 2001

Fortis Bank nv-sa issued EUR 1000 million redeemable perpetual cumulative coupon debt securities in 2001 which benefit

from support agreement entered into by Fortis SA/NV and Fortis N.y at an interest rate of 6.50% until 26 September

2011 and 3-month Eurobor 2.37% thereafter In case the solvency of Fortis Bank would drop below certain thresholds the

coupon payment is satisfied using ACSM see 29.1 Because of these characteristics this instrument classifies as part of

regulatory capital at the level of Fortis Bank

This security is part of discontinued operations however the parental support agreement entails that if Fortis Banks

solvency would drop below the threshold level or if Fortis Bank so elects the coupon is satisfied via ACSM through the issue

by Fortis of ordinary shares for which Fortis Bank would need to compensate Fortis SNNV and Fortis N.y through the

contribution in their capital of ordinary shares or profit-sharing certificates issued by Fortis Bank The support agreement

gives bondholders the option in case Fortis Bank would not call the instrument in 2011 to ask Fortis S/VNV and Fortis N.y

to settle the principal amount of the instrument through the issue of Fortis shares In turn these entities have the option to

settle the principal amount of the securities in cash instead In both cases Fortis would be compensated for this settlement

through the receipt of the perpetual claim on Fortis Bank

29.7 Fortis Bank Tier debt securities 2004

Fortis Bank issued EUR 1000 million perpetual securities in 2004 which benefit from support agreement entered into by

Fortis SNNV and Fortis N.y at an interest rate of 4.625% until 27 October 2014 and 3-month Eurobor 1.70% thereafter

In case the solvency of Fortis Bank would drop below certain thresholds the coupon payment is satisfied using ACSM see

29.1 Because of these characteristics this instrument classifies as part of regulatory capital at the level of Fortis Bank

This security is part of discontinued operations however the parental support agreement entails that if Fortis Banks

solvency would drop below the threshold level or if Fortis Bank so elects the coupon is satisfied via ACSM through the issue

by Fortis of ordinary shares for which Fortis Bank would need to compensate Fortis SA/NV and Fortis N.y through the

contribution in their capital of ordinary shares issued by Fortis Bank

29.8 Fortis Hybrid Financing

In 2006 Fortis incorporated special purpose company named Fortis Hybrid Financing in the form of Luxembourg

limited liability company Its sole purpose was to provide vehicle for raising solvency capital for Fortis SANV and Fortis

N.y and its former operating companies by issuance of securities which rank pan passu among themselves and investing

the proceeds thereof in instruments other than ordinary share capital issued by any of the former Fortis operating

companies that qualified as solvency for these entities The securities issued by Fortis Hybrid Financing are perpetual and

not redeemable at the option of the holders but only at the option of the issuer The securities have the benefit of support

agreement and subordinated guarantee entered into by Fortis SA/NV and Fortis N.y



Fortis Hybrid Financing issued EUR 500 million securities called Hybrone in 2006 at an interest rate of 5.125% until 20

June 2016 and 3-month Euribor 2.00% thereafter In 2008 it issued US$ 750 million securities called Nitsh at an interest

rate of 8.25% and an issuers option to redeem on 27 August 2013 or any subsequent coupon date and EUR 625 million

securities called Nitsh II at an interest rate of 8.0% and an issuers option to redeem on 20 June 2012 or any subsequent

coupon date

The proceeds of these loans were on-lent in hybrid format to Fortis Insurance Belgium for EUR 750 million and to Fortis

Bank for EUR 913 million The latter company is part of discontinued operations These operating entities continue to service

the coupon payments on their on-loans in cash as long as these entities do not breach certain minimum solvency levels As

long as coupons on the on-loans are served in cash Fortis Hybrid Financing will continue to serve the coupon payments on

its obligations in cash as well If the coupon payments on the on-loans would be replaced by deliverance of shares of the

mentioned entities because their solvency would not permit them to pay in cash Fortis would be obliged under the support

agreement to contribute to Fortis Hybrid Financing such funds as necessary to allow it to pay the coupon in any year that

Fortis declares dividend or alternatively to pay the coupon through the ACSM instead

In case Fortis would breach regulatory minimum solvency levels or in case consolidated assets are less than the sum of

liabilities excluding liabilities not considered senior debt this coupon payment would be replaced by settlement through

ACSM see 29.1

29.9 Other subordinated liabilities

The EUR 67 million Other subordinated liabilities at year end 2008 include subordinated private loans of which EUR 29

million maturing in 2009 and EUR 38 million maturing in 2012 the average interest rate is 6% Besides EUR 97 million

subordinated private loans that should be compared to 2008 the Other subordinated liabilities included subordinated debt

securities denominated in various currencies of discontinued operations for an amount of EUR 10610 million with an

average interest rate of 5.0% Of this amount EUR 158 million referred to perpetual loans denominated in various currencies

29.10 Held at fair value through profit and loss

In 2007 Fortis had designated selected subordinated liabilities and corresponding investments to be valued at fair value

through profit or loss reducing an accounting mismatch These liabilities are all part of discontinued operations



30 Other borrowings

The table below shows the components of Other borrowings as at 31 December

2008

Obligation to return securities

Finance lease obligations

Private loans

Deposits related to margin accounts and collateral

Other 170

Total other borrowings 179

The line other relates in 2008 mainly to the financing of real estate investments

Finance lease obligations

Fortis obligations under finance lease agreements are detailed in the table below

JC fJc2yFiILo

2008

Not later than months

Later than months and not later than year

Later than year and not later than years

Later than
years

Total 12

Future linance charges

Other borrowings excluding finance lease obligations are classified by remaining maturity in the table below

2008

Not later than months

Later than months and not later than year 19

Later than year and not later than years 69

Later than years 74

Total 170

2007

1605

82

646

195

490

3018

Present

Minimum value minimum

lease navment.s

Other

2007 2008

42

14

26

87

2007

42

13

23

82

2007

2009

161

391

375

2936



31 Provisions

The table below shows the breakdown of Provisions as at 31 December

31 December 2008 31 December 2007

credit commitments 447

Restructuring
59

Other 71 393

Total provisions
71 899

Other provisions consist of provisions for tax litigations and legal litigations 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 litigations

Changes in Provisions during the year are as follows

Credit

commitments Restructuring Other Total

Ati January2007 230 149 438 817

Acquisition and divestment of subsidiaries 53 53

Increase of provisions of discontinued operations 370 47 69 486

Increase of provisions of continuing operations

Reversal of unused provisions of discontinued operations 11511 961 1211 12681

Reversal of unused provisions of continuing operations

Utilised during the year 29 41 70

Accretion of interest of discontinued operations

Accretion of interest of continuing operations

Foreign exchange differences

Other 12 14 114

At 31 December 2007 447 59 393 899

At January 2008

Balance of discontinued operations as at January 447 59 363 869

Balance of continuing operations as at January 30 30

Acquisition and divestment of subsidiaries

Increase of provisions 52 52

Reversal of unused provisions in

Utilised during the year 10 110

Accretion of interest

Foreign exchange differences

Other

At 31 December 2008 71 71



32 Current and deferred tax liabilities

The table below summarjses the tax position as at 31 December

2008 2007

Current Deferred Total Currant Deferred Total

Assets 73 117 190 471 2500 2971

Liabilities 75 609 684 1133 1357 2490

Tax assets are included under Accrued interest and other assets see note 23

The components of deferred tax assets and deferred tax liabilities as at 31 December are shown below

Balance sheet Income statement

2008 2007 2008 2007

Deferred tax assets

Assets held for trading trading securities

derivative financial instruments/other assets held for trading 38 109
Liabilities held for trading short security sales

derivative financial instruments other liabilities held for trading 213 37
Investments Held to maturity/Available for sale 414 17
Investment property 11

Property plant and equipment 11 36

Intangible assets excluding goodwill

Insurance policy and claim reserves 233 430 36 86
Due from customers 194 42

Impairments on loans 167 54
Debt certificates and subordinated liabilities 46 25

Provisions for pensions and post-retirement benefits 57 352 10 33

Other provisions 51 258 88

Accrued expenses and deferred income 44 15

Unusedtaxlosses 144 1473 48 1150

Other 55 156 107
Gross deferred tax assets 664 3837 879

Unrecognised deterred tax assets 124 161 48 51
Net deferred tax assets 440 3676 41 828

Deferred tax liabilities related to

Assets held for trading trading securities

derivative financial instruments/other assets held for trading 14 527 18 284

Liabilities held for trading short security sales

derivative financial instruments other liabilities held for trading

Investments Held to maturity/Available for sale 181 101 19 44

Investment property 84 114 13
Property plant and equipment 230 539 10

Intangible assets excluding goodwill 83 189 12 44

Due from customers 84 45

Impairments on loans

Debt certificates and subordinated liabilities 36 11
Other provisions 132

Deferred policy acquisition costs 38 164 11

Deferred expense and accrued income 84 16
Tax exempt realised reserves 48 50

Other 277 503 37 195

Total deferred tax liabilities 932 2533 47 57

Deferred tax income expense 771

Net deferred tax 492 1143



Deferred income tax assets and liabilities are offset when there is 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 balance sheet are

2008 2007

Deferred tax asset 117 2500

Deferred tax liabitty 609 1357

Net deferred tax 492 1143

At 31 December 2008 the aggregate deferred and current tax relating to items that are charged to equity amounts to

EUR 135 million and EUR 12 million respectively 2007 EUR 144 million negative respectively EUR million

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 412 million 2007 EUR 698 million that can be carried forward unlimited in time

Deferred tax assets depending on future taxable profits in excess of profits arising from the reversal of existing taxable

temporary differences amount to EUR 123 million 2007 EUR 848 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



33 Accrued interest and other liabilities

The composition of Accrued interest and other liabilities as at 31 December is as follows

31 December 2008 31 December 2007

Deferred revenues 23 769

Accrued interest expense 364 33863

Accrued other expenses 126 2737

Derivatives held for hedging purposes 246

Defined benefit liabilities 330 3105

Other employee benefit liabilities 139 1346

Accounts payable 205 1405

Due to agents policyholders and intermediaries 329 1110

VAT and other taxes payable 85 252

Dividends payable 43 51

Policyholder dividends payable

Due to reinsurers 43 161

Other liabilities 459 20696

Total 2147 65742

At 31 December 2008 Fortis held no derivatives for hedging purposes In 2007 EUR 243 million was related to fair-Value

hedges and EUR million to cash-flow hedges The hedging strategies are further explained in note

Further details on Defined benefit liabilities can be found in note Other employee-benefit liabilities relate to other long-term

employee benefits see note social-security charges and termination benefits

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 party to the contractual provisions of the

instrument

Included under Other liabilities is the Relative Performance Note RPN This instrument was concluded between Fortis Bank

nv-sa and Fortis SNNV This instrument effectively transfers the net fair value movements of the Fortis shares and the

CASHES from Fortis Bank to Fortis The fair value of the Relative Performance Note is very volatile and amounted at 31

December 2008 at EUR 30 million

The line Other includes no amount regarding the carrying value of non-derivative financial instruments designated as hedging

instruments in net investment hedges 2007 EUR 1784 million and no amount related to non-derivative financial liabilities

designated as hedging instruments in fair value hedges 2007 EUR 834 million



34 Derivatives

Derivatives include forwards futures swaps and option contracts all of which derive their value from underlying interest

rates foreign exchange rates commodity values equity instruments or credit instruments

derivative contract may be traded either on an exchange or over-the-counter 0TC Exchange traded derivatives which

include futures and option contracts are standardised and generally do not involve significant counterparty risk due to the

margin requirements of the individual exchanges OTC derivative contracts are individually negotiated between contracting

parties Financial instruments can also include embedded derivatives i.e components of hybrid combined instrument that

also includes non-derivative host contract with the effect that some of the cash flows of the combined instrument vary

similar to stand-alone derivative

The notional amounts of derivative contracts are not recorded in the balance sheet as assets or liabilities and do not

represent the potential for gain or loss associated with such transactions The exposure to the credit risk associated with

counterparty non-performance is limited to the positive fair value of the derivative contracts

Interest rate swaps are contractual agreements between two parties to exchange periodic payments in the same currency

each of which is computed on different interest rate basis Most interest rate swaps involve the net exchange of payments

calculated as the difference between the fixed and floating interest rate payments Fortis uses interest rate swaps to modify

the interest rate characteristics of certain assets and liabilities For example based on long-term debt an interest rate swap

can be entered into to convert fixed interest rate instrument into floating interest rate instrument in order to reduce the

interest rate mismatch Fortis also uses interest rate swaps to hedge the risk of price fluctuations of the trading securities

Interest rate futures are exchange traded instruments and represent commitments to purchase or sell designated security

or money market instrument at specified future date and price

Interest rate forward agreements are 010 derivative instruments in which two parties agree on an interest rate and period

which serve as reference point in determining net payment to be made by one party to the other depending on the

prevailing market rate at future point in time

Interest rate options are interest rate protection instruments that if exercised involve the obligation of the seller to pay the

buyer an interest rate differential in exchange for premium paid by the buyer This differential represents the difference

between current rate and an agreed upon rate applied to notional amount Exposure to losses on all interest rate contracts

will increase or decrease over their respective lives as interest rates fluctuate

Currency swaps in their simplest form are contractual agreements that involve the exchange of both periodic and final

payments in different currencies The value of swap contracts depends upon their maturity dates interest and foreign

exchange rates and the timing of payments

Foreign exchange contracts which include spot forward and future contracts represent agreements to exchange payments

in different foreign currencies at an agreed exchange rate on an agreed settlement date These contracts are used to hedge

net capital and foreign exchange exposure

Foreign exchange option contracts are similar to interest rate option contracts the difference being that they are based on

currency exchange rates rather than interest rates The value of these contracts will increase or decrease over their

respective lives as currency exchange and interest rates fluctuate

In exchange-traded foreign exchange contracts exposure to off-balance sheet credit risk is limited as these transactions are

executed on organised exchanges that assume the obligations of counterparties and generally require security deposits and

daily settlement of margins



commodity forward or future contract is contract where the underlying is commodity commodity swap is swap

where exchanged cash flows are dependent on the price of an underlying commodity commodity option is an option

either to buy or to sell commodity contract at fixed price until specified date

Credit derivatives allow credit risk to be isolated from all other risks as well as from the instrument with which it is associated

so that the credit risk can be passed from one party to another In credit default swap the buyer/beneficiary pays

premium and acquires the right to sell back reference bond to the seller/guarantor if credit event occurs

total return swap is contract in which the beneficiary agrees to pay the guarantor the total return on the reference asset

which consists of all contractual payments as well as any appreciation in the market value of the reference asset

Equity derivatives include equity swaps options futures and forward contracts An equity swap is swap in which the cash

flows that are exchanged are based on the total return on stock market index or on individual equity securities and an

interest rate either fixed rate or floating rate Equity or stock options give the right to buy in the case of call option or

to sell in the case of put option fixed number of shares of company at given price before or on specified date



34.1 Derivatives held for trading

The Derivatives held for trading as at 31 December are composed of the following

Assets Liabilities

Fair Notional Fair Notional

values amount values amount

2008

Foreign exchange contracts

Forwards and futures 86 69

Interest and
currency swaps 24 378 51 407

Options

Total 43 464 51 476

Interest rste contracts

Forwards and futures 101 101

Swaps 140 3140 3140

Options

Total 143 3241 3241

Commodity contracts

Forwards and futures

Swaps

Options

Total

Equity/Index contracts

Forwards and futures

Swaps 50 50

Options and warrants 14 103 103

Total 14 153 153

Credit derivatives

Swaps 32 373 87 372

Total 32 373 87 372

Other 15 20 750

Balance as at 31 December 2008 237 246 165 992

Fair values supported by observable market data 195 160

Fair values obtained using valuation model 42

Total 237 165

Over the counter OTC 237 246 165 992

Exchange traded

Total 237 4246 165 4992



Assets Liabilities

Fair Notional Fair Notional

values amount values amount

2007

Foreign exchange contracts

Forwards and futures 984 222804 2gg 222654

Interest and currency swaps 447 17815 449 76g3

Options 759 6g358 571 68253

Total 2190 309977 2319 308600

Interest rate contracts

Forwardssndfutures 16 104043 35 21313

Swaps 13200 1490716 14489 1490843

Options 5805 865183 6016 854238

Total 19021 2460842 20540 2366394

Commodity contracts

Forwards and futures 9468 96 9763

Swaps 931 10388 780 8687

Options 348 1053 257 1044

Total 1279 20909 1133 19494

Equity/Index contracts

Forwards and futures 990 1962

Swaps 368 30414 1081 14480

Optionsandwarranta 4300 34993 6478 43167

Total 4669 66397 7566 59609

Credit derivatives

Options

Swaps 1474 23980 1369 24372

Total 1474 23980 1369 24372

Other 215 894 594 1203

Balance aa at 31 December 2007 28848 2882999 33521 2779672

Fair values supported by observable market data 1910 2702

Fair values obtained using valuation model 26938 30819

Total 28848 33521

OverthecounterOTC 28369 2735200 33188 2720386

Exchange traded 480 147799 333 59286

Total 28848 2882999 33521 2779672



34.2 Derivatives held for hedging purposes

The Derivatives held for hedging are mainly related to fair value hedges Fortis uses derivatives principally interest rate

swaps for hedging purposes in the management of its own asset and liability portfolios and structural positions This

enables Fortis to mitigate the market risk which would otherwise arise from structural imbalances in the maturity and other

profiles of its assets and liabilities At 31 December 2008 Fortis held no hedging derivatives

Assets Liabilities

Fair Notional Fair Notional

values amount values amount

2007

Foreign exchange contracts

Interest and currency swaps 105 104

Total 105 104

Interest rate contracts

Forwards and futures 14

Swaps 1297 51400 243 51384

Total 1297 51414 243 51384

Balance as at 31 December 2007 1297 51520 246 51488

Fair values supported by observable market data 1208 108

Fair values obtained using
valuation model 89 138

Total 1297 246

Over the counter OTCI 1297 51520 246 51488
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35 Fair value of financial assets and financial liabilities

The following table presents the carrying amounts and fair value of those classes of financial assets and financial liabilities not

reported at fair value on the Fortis consolidated balance sheet description of the methods used to determine the fair value

of financial instruments is given below

2008 2007

Carrying Fair Carrying Fair

value value value value

Assets

cash and cash equivalents 5933 5933 26360 26138

Duefrom banks 13893 13893 119036 119129

Duefromcustomers 2511 2643 316308 314402

Investments held to maturity 4234 4301

Reinsurance and other receivables 1154 1146 9718 9672

Total financial assets 23491 23615 475656 473642

Liabilities

Dueto banks 8759 8759 192431 192285

Due to customers 148 148 262298 261211

Debt certificates 4670 4670 102073 102250

Subordinated liabilities 2908 1901 21925 22201

Other borrowings 179 179 3018 3030

Total financial liabilities 16664 15657 581 745 580977

Fair value is the amount for which an asset could be exchanged liability settled or an equity instrument granted could be

exchanged between knowledgeable willing parties in an arms length transaction

Fortis uses the following methods in the order listed in determining the fair value of financial instruments

quoted price in an active market

valuation techniques and

cost

When 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 binding

agreement to sell the shares at price other than the market price The appropriate quoted market price for an asset held or

liability to be issued is the current bid price and for an asset to be acquired or liability held the ask price Mid-market

prices are used as basis for establishing fair values 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 techniques based on

market conditions existing at the reporting date If there is valuation technique 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 in setting price and should be consistent with accepted economic methodologies for pricing financial

instruments

The basic principles in estimating fair value are

maximise market inputs and minimise internal estimates and assumptions

change estimation techniques only if an improvement can be demonstrated or if 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 what information is available to be incorporated into the valuation models 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 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 obtainable

Quotations are available from various sources for many financial instruments traded regularly in the OTC market Those

sources include the financial press various quotation publications and financial reporting services and individual market

makers

Quoted market prices provide the most reliable fair value for derivatives traded on recognised exchange Fair value for

derivatives not traded on 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 comparison of the yield of the swap with the

current swap yield 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 counterpartys credit standing 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 FV Calculation

Instruments with no stated maturity current accounts Nominal value

saving accounts

etc

Instruments without optional features Straight loans Discounted cash flow methodology discounting

deposits yield curve is the swap curve plus spread assets

etc or the swap curve minus spread liabilities spread

is based ori commercial margin computed based

on the average on new production during last

months

Instruments with optional features Mortgage loans and other Product is split and linear non-optional

instruments with option component is valued using discounted cash flow

features methodology and option component valued based

on option pricing model

Subordinated liabilities Subordinated liabilities Discounted cash flow methodology in which

spread is based on subordination cost for Fortis

based on market quotations

Private equity Private equity and In general based on the European Venture capital

non-quoted participations Association valuation guidelines using amongst

investments others Enterprise Value/EBITDA Price/cash flow

and Price/Earnings

Preference shares non-quotes Preference shares If the share is characterised as debt instrument

discounted cash flow model is used

Fortis has policy in place aimed at quantifying and monitoring pricing uncertainties related to the calculation of fair values

using valuation techniques and internal models Related uncertainties are 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 on the input data themselves

The development 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 model depend on the general market conditions e.g specific interest rates

volatilities prevailing at the time it 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 in adjusting the fair value calculated by

the valuation techniques and internal models





Notes to the income statement



36 Interest income

The breakdown of Interest income by type of product for the year ended 31 December is shown below

2008 2007

Interest income

Interest income on cash equivalents 309 170

Interest income on due from banks
406 289

Interest income on investments
1932 1712

Interest income on due from customers
219 258

Interest income on derivatives held for trading 216 301

Other interest income

Total interest income
3089 2737



37 Insurance premiums

The following table provides an overview of gross Insurance premiums earned for the year ended 31 December

2008 2007

Life insurance 5796 6581

Non-life insurance 2680 2675

Eliminations 28 29

Total gross earned premiums 8448 9227

The table below shows the details of Life insurance premiums for the year ended 31 December

2008 2007

Unit-linked insurance contracts

Single written premiums 20

written premiums 120 105

Group business total 127 125

Single written premiums
84 174

Periodic written premiums 50 56

Individual business total 134 230

Total unit-linked insurance contracts 261 355

Non unit-linked insurance contracts

Single written premiums 320 30

Periodic written premiums 699 675

Group business total 1019 976

Single written premiums 675 693

Periodic written premiums 74g 706

Individual business total 1424 1399

Total non unit-linked insurance contracts 2443 2375

Investment contracts with DPF

Single written premiums 2706 3498

Periodic written premiums 386 353

Total investment contracts with DPF 3092 3851

Total gross premiums Life insurance 5796 6581

Premium inflow recognised in income statement 5796 6581

Premium inflow deposit accounting
3123 3481

Total premium inflow Life insurance 8919 10062

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



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

2008

Gross written premiums 631 2062 2693

Change in unearned premiums gross 112 13

Gross earned premiums 630 2050 2680

Ceded reinsursnce premiums 37 121 158

Reinsurers share of unearned premiums

Net earned premiums Non-life insurance 594 1925 2519

2007

Gross written premiums 592 2136 2728

Change in unearned premiums gross 50 53

Gross earned premiums 589 2086 2675

Ceded reinsurance premiums 1351 1301 165

Reinsurers share of unearned premiums

Net earned premiums Non-life insurance 552 1954 2506

Below is breakdown of the Non-life gross earned premiums by reporting segment

Accident Property

Health casualty Total

2008

Fortis Insurance Belgium 435 1030 1465

Fortis Insurance International 195 1020 1215

Gross earned premiums Non-life insurance 630 2050 2680

2007

Fortis Insurance Belgium 392 965 1357

Fortis Insurance International 197 1121 1318

Gross earned premiums Non-life insurance 589 2086 2675



38 Dividend and other investment income

This table provides details of Dividend and other investment income for the year ended 31 December

2008 2007

Dividend and other investment income

Dividend income from equity securities 119 174

Rental income from investment property 110 104

Revenues parldng garage 242 229

Other investment income 100 75

Total dividend and other investment income 571 582

39 Realised capital gains and losses on investments

For the year ended 31 December Realised capital gains and losses on investments are broken down as follows

2008 2007

Debt securities 15 198

Equity securities 1451 625

Real estate 12 31

Other 18

Realised capital gains losses on investments 130 459



40 Other realised and unrealised gains and losses

Other realised and unrealised gains and losses as included in the income statement for the year ended 31 December are

presented below

2008 2007

Assets/liabilities held for trading 201 175

Assets and liabilities held at fair value through profit or loas 174 85

Hedging results

Other 41

Other realised and unrealised gains and losses 378 299

All gains and losses arising from change in the fair value of financial asset or financial liability excluding interest accruals

recorded under Interest income and Interest expense are recorded in Other realised and unrealised gains and losses

Assets and liabilities held for trading including derivatives held for trading are acquired principally for the purpose of

generating profit from short-term fluctuations in the price or the dealers margin Initial recognition is at acquisition cost

including any transaction costs to acquire the financial instrument Subsequent 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

41 Fee and commission income

Fee and commission income for the year ended 31 December is specified in the table below

2008 2007

Fee and commission income

Reinsurance commissions 58 54

Insurance and investment fees 217 210

Asset management 33 21

Other service fees 124 32

Total fee and commission income 432 417



42 Other income

Other income includes the following elements for the year ended 31 December

2008 2007

Other income

Reinsurers share of claims paid 107 87

Reinaurers share in change of liabilities 13 59

Proceeds on sale of buildings held for sale 45 30

Other 189 173

Total other income 354 349



43 Interest expenses

The following table shows the breakdown of Interest expenses by product for the year ended 31 December

2008 2007

Interest expenses

Interest expenses due to banks 405 438

Interest expenses due to customers 33 13

Interest expenses on debt certitcates 413 344

Interest expenses on subordinated liabilities 233 161

Interest expenses on other borrowings 11 16

Interest expenses on liabilities held for trading and derivatives 218 285

Interest expenses on other liabilities 30 23

Total interest expenses 1343 1280

44 Insurance claims and benefits

The details of Insurance claims and benefits for the year ended 31 December are shown in the table below

2008 2007

Life insurance
6502 7335

Non-life insurance 1948 2134

Eliminations 32 29
Total insurance claims and benefits 8418 9440

Details of Life insurance claims and benefits net of reinsurance are shown below

2008 2007

Benefits and surrenders gross 4017 3026

change in liabilities arising from insurance and investment contracts gross 2422 4256

Ceded reinsurance premiums 63 53

Total Life insurance claims and benefits gross 6502 7335

Reinsurers share of claims and benefits 23 18
Total Life insurance claims and benefits net 6479 7317

Details of Non-life insurance claims and benefits net of reinsurance are shown in the following table

2008 2007

Claims paid gross 1680 1640

Change ri liabilities arising from insurance contracts gross 107 325

Ceded reinsurance premiums 158 165

Reinsurers share of unearned premiums

Total Non-life insurance claims and benefits gross 1948 2134

Reinsurers share of change in liabilities 11 59

Reinsurers share of claims paid 87 70

Total Non-life insurance claims and benefits net 1850 2005



45 Change in impairments

The Change in impairments for the year ended 31 December is as follows

2008 2007

Change in impairments on

Due from banks

Due from customers

Investments in debt securities 80 39

Investments in equity securities and other 443

Investment property 10

Reinsurance and other receivables 21

Goodwill and other intangible assets

Total change in impairments 558 49

46 Fee and commission expenses

The components of Fee and commission expenses for the year ended 31 December are as follows

2008 2007

Fee and commission expenses

Securities 10 27

Intermediaries 859 845

Asset management fees

Custodian fees

Other fee and commission expenses 37 38

Total fee and commission expenses 912 915

47 Depreciation and amortisation of tangible and intangible

assets

The Depreciation and amortisation of tangible and intangible assets for the year ended 31 December is as follows

2008 2007

Depreciation on tangible assets

Buildings held for own use 27 25

Leasehold improvements

Investment property

Equipment 20 19

Amortisation on intangible assets

Purchased software

Internally developed software

VOBA 58 63

Other intangible assets 14 II

Depreciation and amortisation of tangible and intangible assets 174 163



48 Staff expenses

Staff expenses for the year ended 31 December are as follows

2008 2007

Staff expenses

Salaries and wages 475 462

Social security charges 110 105

Pension expenses relating to defined benefit plans 27 21

Defined contribution plan expenses 15 13

Share based compensation

Other 16 44

Total ataff expenaes 644 645

Other includes the costs for non-monetary benefits such as medical costs termination benefits and restructuring costs

Note contains further details on Post-employment benefits and Other long-term employee benefits including pension

costs related to defined benefit plans and defined contribution plans

49 Other expenses

Other expenses for the year ended 31 December are as follows

2008 2007

Other expenses

Operating lease rental expenses and related expenses 46 30

Rental and other direct expenses relating to investment property 36 37

Professional fees 124 94

capitalised deferred acquisition coats 124 199

Depreciation deferred acquisition costs 153 145

Marketing and public relations costs 75 101

Information technology costs 77 83

Other investment charges 153 131

Maintenance and repair expenses 10

cost on sale of buildings held for sale 32 13

Other 357 337

Total other expenses 869 780

The line Other includes expenses for travel post telephone temporary staff training and additions to provisions
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50 Income tax expenses

The components of Income tax expenses for the year ended 31 December are

2008 2007

Current tax expenses for the current period
122 24

Adjustments recognised in the period for

current tax of prior periods 13

Previously unrecognised tax losses tax credits and

temporary differences increasing reducing current tax expenses

Total current tax expenses 115 37

Deferred tax
arising

from the current period 28 25

Impact of changes in tax rates on deferred taxes

Deferred tax arising from the write down or reversal of write down of deferred tax asset 48

Previously unrecognised tax losses tax credits and temporary differences reducing deferred tax expense 26

Total deferred tax expenses 16

Tax expense income relating to chsnges in accounting policies and errors included in profit and Foss

Total income tax expenses 108 21

Below is reconciliation of the expected to the 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

2008 2007

Profit before taxation 1477 121

Applicable tax rate 29 29

Expected income tax expense 1411 36

Increase decrease in taxes resulting from

Tax exempt income including capital losses 28 93

Disallowed expenses 35 40

Previously unrecognised tax losses and temporary differences 311

Write down and reversal of write down of deferred tax assets 49

Foreign tax rate differential 149

Adlustments for current tax of prior years 13

Other 26 10

Actual income tax expenses 108 21





Notes to off-balance sheet items



51 Commitments and guarantees

Commitments and guarantees include acceptances commitments to extend credit letters of credit suretyships and

financial guarantees Fortis exposure to credit loss in the event of non-performance by the counterparty is represented by

the contractual notional amounts of those instruments Fees received from these activities are recorded in the income

statement when the service is delivered

Acceptances are used by customers to effect payments for merchandise sold in import-export transactions

Credit commitments are agreements to extend loan to customer as long as there are no violations of any conditions laid

down in the agreement Commitments generally have fixed expiration dates or other termination clauses The geographic

and counterparty distribution of loan commitments approximates the distribution of outstanding loans These commitments

are generally uosecured and if necessary collateral may be required

Letters of credits either ensure payment by Fortis to third party for customers foreign or domestic trade or are

conditional commitments issued by Fortis to guarantee the performance of customer to third party Fortis evaluates each

customers creditworthiness on case-by-case basis The amount of collateral obtained is based on credit evaluation of the

counterparty Collateral could consist of the goods financed as well as of cash deposits Most documentary credits are

taken out though in many cases this is followed by immediate payment

Suretyships and financial guarantees are used to guarantee performance of customer The credit risk involved in issuing

these guarantees is essentially the same as that involved in extending loan facilities to customers These suretyships and

guarantees may be unsecured

The off-balance sheet credit commitments exposure can be detailed as follows

2008 2007

Available confirmed credit lines given

Credit commitments 2028

Loans to government and official institutions 2882

Residential mortgage 7141

Consumer loans 8322

Commercial loans 93657

Other loans 10180

Total available confirmed credit lines given 124210

Credit related commitments given

Guarantees and letters of credit 22598

Bankers acceptances 819

Documentary credits 11305

Total other credit related commitments 58932

No commitments have maturity of more than one year 2007 EUR 31665 million

Liquidity requirements to support calls under guarantees and credit commitments are considerably less than the contractual

amounts outstanding as many of these commitments will expire or terminate without being funded



52 Contingent liabilities

Like any other financial institution Fortis is involved as 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 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 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

Some ongoing legal proceedings do not result in any immediate risk of monetary consequences for Fortis although it cannot

be ruled out that they could have such negative impact at later stage This is the case for the summary proceedings that

resulted in the appointment of experts in Belgium and the Netherlands to report on the September/October transactions for

the Belgian experts and on the financial situation of Fortis and the developments within Fortis since the offer on ABN AMRO

for the Dutch experts Depending on the findings of these ongoing expert investigations which in the case of the Dutch

investigation are not expected to be known before the end of 2009 there is risk that this could lead to new proceedings

for damages being initiated against Fortis at later stage

Other lawsuits brought against Fortis in Belgium the Netherlands and the US expose Fortis to the risk of being convicted to

pay monetary damages to compensate the shareholders for some of their losses suffered since September 2007

various proceedings have been initiated by individual shareholders and shareholder organizations in Belgium and the

Netherlands demanding the annulment of the decisions taken by the Fortis Board in September/October 2008 and of the

agreements signed on that basis or alternatively the payment of replacement monetary damages This concerns in

particular the proceedings started by number of individuals represented by Mr Modrikamen before the Brussels

Commercial Court and the proceedings started by number of individuals represented by Mr De Gier before the

Amsterdam Commercial Court In the event that any of these proceedings were to result in the annulment of part of the

decisions and agreements of September/October 2008 or the conviction of Fortis to pay replacement monetary

damages this could have severe negative impact on the financial position of Fortis

number of individuals represented by Mr De Gier have started proceedings before the Amsterdam Commercial Court

to obtain damages based on alleged misleading information in the week of 29 September 2008

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 28 January 2008 and October 2008

In respect of the current administrative and criminal investigations Fortis has at this stage insufficient precise information on

the scope and progress of such investigations to estimate the likelihood that this could result in any future liabilities

Whether any of the other currently threatened legal proceedings might effectively result in legal action or claim being

brought against Fortis and what impact such future actions if any might have on the financial position or prospects of Fortis

is currently unknown

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 payment will have

to be made by Fortis and when the amount can be reasonably estimated



Given the recent and continuously evolving nature as well as inherent uncertainties and complexity of such actions and

proceedings management is currently not in position to determine whether such claims are without merit or can be

successfully defended or whether the outcome of these actions may or may not result in significant loss in the Fortis

Consolidated Financial Statements

It is finally to be noted that due to the sale of all of its banking activities as well as its Dutch insurance activities in

September/October 2008 Fortis is no longer exposed to any risk in relation to
litigation involving any of such former

subsidiaries This includes the legal proceedings initiated in the Netherlands as mentioned in the notes to the Annual

Accounts 2007 concerning Groeivermogen products equity lease products and relating to the sale of life insurance policies

with an investment component beleggingsverzekeringen

With regard to issuance of hybrid instruments of former group companies Fortis SNNV and Fortis N.y granted various

sorts of guarantees and entered into commitments that may have an effect dependent on the occurrence of certain events

Because of the technical background of the consequences of these events we included this information in note 29

Subordinated liabilities sorted by hybrid instrument



53 Lease agreements

Fortis has entered into lease agreements to provide for office space office equipment and vehicles

The following table reflects future commitments for non-cancellable operating leases as at 31 December

2008 2007

Not later than months

Later than months and not later than year 12

Later than year and not later than
years

12 41

Later than years 30

Total 21 87

Annual rental expense

Lease payments 19 14



54 Assets under management

Assets under management include investments for own account unit-linked investments on behalf of insurance policy

holders 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 management or advice fee Discretionary capital capital

actively managed by Fortis as well as advisory capital are included in funds under management

Eliminations in the various tables relates to the funds under management of clients invested in funds managed by Fortis that

otherwise would be counted double

The following table provides breakdown of Assets under management by investment type and origin

31 December 2008 31 December 2007

Investments for own account

Debt securities 43585 158322

Equity securities 1297 15505

Real estate 1290 3656

Other 444 28797

Total investments for own account 46616 206280

Investments related to unit-linked contracts 18040 31120

Funds under Management

Debt securities 3682 122782

Equity securities 2651 106756

Reel estate 1757 3576

Eliminations 25283

Total funds under management 8090 207831

Total assets under management 72746 445231

Changes in funds under management are shown below

Balance at January 2008 207831

Balance of discontinued operations as at Januaq 1199040

Balance of continuing operations as at January 8791

In/out flow 446

Market gains/losses 1147

Balance at 31 December 2008 8090



55 Post-balance sheet date events

On 12 March 2009 various Fortis entities i.e Fortis SANV Fortis NV Fortis Brussels SANV Fortis Utrecht N.y and Fortis

Insurance NV BNP Paribas SA the Belgian State the Federal Participation and Investment Corporation SociØtØ FØdØrale

de Participations et dInvestissementlFederale Participatie- en Investeringsmaatschappij SIVNV or the SFPI/FPIM Fortis

Bank SANV Fortis Bank and Fortis Insurance Belgium SNNV Fortis Insurance Belgium entered into an agreement

setting out the terms and conditions of the transfer of majority of the shares in Fortis Bank by the SFPI/FPIM to BNP

Paribas and the transfer of 25% share in Fortis Insurance Belgium by Fortis Insurance N.y to Fortis Bank and of the

strategic partnership resulting from these transactions the Agreement

As far as the Fortis Group is concerned the main elements of the Agreement can be summarized as follows

Sale of 25% share in Fortis Insurance Belgium to Fortis Bank

Under the Agreement Fortis Insurance N.y will sell 25% share in Fortis Insurance Belgium to Fortis Bank for total

consideration of EUR 1375 million This is based on total value for Fortis Insurance Belgium 100% of the capital of

EUR 5500000000

In various ways the Agreement strengthens the commercial ties between Fortis insurance operations Fortis Bank and the

BNP Paribas Group more generally The Agreement provides that

The existing agreements between Fortis Insurance Belgium and Fortis Bank for the distribution of insurance products

through Fortis Bank will remain in place until at least the end of 2020 and will form the basis of strong and long-term

strategic partnership in bancassurance between the Fortis Group and BNP Paribas

In addition the Agreement also provides that the framework agreement between Fortis Luxembourg Vie S.A 50-50

subsidiary of the Fortis Group and Banque GØnØrale de Luxembourg S.A BGLr and BGL will be amended to provide

for minimum duration and exclusivity of five years for the distribution of Fortis Luxembourg Vies insurance products to

Luxembourg retail clients through BGLs network during such period of exclusivity

Finally BNP Paribas and Fortis Insurance have undertaken to explore further areas of cooperation in particular in the

automobile and housing insurance sector and any other insurance products agreed to by the parties in countries other

than France Belgium Turkey and any other country where BNP Paribas or the Fortis Groups existing agreements with

third parties would prohibit such cooperation As result the Fortis Group will become BNP Paribas preferred

commercial partner for non-life insurance products

Fortis Bank BNP Paribas Fortis Insurance Belgium and the relevant entities of the Fortis Group will enter into

shareholders agreement in respect of Fortis Insurance Belgium This shareholders agreement will provide amongst others

for the following

Fortis Bank will be entitled to two non-executive directors on the Board of Directors of Fortis Insurance Belgium as long

as its shareholding is at least equal to 15% of the capital and to one non-executive director as long as such shareholding

equals or exceeds 5% but is lower than 15% In addition Fortis Bank will be entitled to one memberon certain

operational committees within Fortis Insurance Belgium

Fortis Bank will not be entitled to sell its 25% share stake in Fortis Insurance Belgium prior to January 2018 After

such date Fortis Bank will have the right to sell its shareholding in Fortis Insurance Belgium to Fortis This put option can

be exercised during period of six months after January 2018

Other customary rights e.g reciprocal rights of first refusal and tag along right in favour of Fortis Bank

Benque DØnOrale de Luxembourg S.A was named Fort/s Banque Luxembourg S.A until 22 December 2008



Financing of the special purpose vehicle Royal Park Investments

The Agreement provides for the financing of special purpose vehicle SPy that is to acquire portion of the structured

credits portfolio of Fortis Bank Pursuant to the Protocole dAccord of 10 October 2008 this SPV was incorporated on

20 November 2008 under the name Royal Park Investments SIVNV

The portfolio that is to be sold by Fortis Bank to the SPV on the date of the closing of the Agreement comprises the

structured credits that had originally been agreed under the Protocole dAccord of 10 October 2008 as well as certain

additional lines for total amount of approximately EUR billion This will however only increase the purchase price by

approximately EUR billion since repayments of approximately FUR billion have occurred in respect of the original

portfolio since 31 August 2008 and thus EUR billion of the FUR billion of new lines will replace the portion that has so

been repaid

The purchase price to be paid by the SPV to Fortis Bank amounts to approximately EUR 11 .4 billion The price agreed for

such purchase is derived from the value that the portfolio had in the books of Fortis Bank as at 31 August 2008 adjusted for

certain impairments Furthermore the purchase price is to be adjusted for exchange rate fluctuations between

31 August 2008 and the date of the closing of the Agreement Any such adjustment of the purchase price will result in an

adjustment of the debt that is to be provided to the SPV but not of the equity

To fund the purchase of the portfolio the parties will contribute to the SPV equity in an aggregate amount of EUR .7 billion

with Fortis contributing EUR 760 million 44.7% the SFPI/FPIM EUR 740 million 43.5% and BNP Paribas EUR 200 million

11.8%

The remainder of the financing of the SPV will be provided in the form of debt divided into two tranches subject to

exchange rate adjustments on pro rata basis

senior tranche of FUR 4.850 billion in aggregate of which FUR 485 million 10% by BNP Paribas and

FUR 4.365 billion 90% by Fortis Bank and

super senior tranche of FUR 4.850 billion to be provided entirely by Fortis Bank which will be repaid in priority and will

also rank ahead as far as payments of interest are concerned

The senior debt to be provided by Fortis Bank in an amount of FUR 4.365 billion will benefit from guarantee from the

Belgian State

Fortis exposure in respect of the SPV will be limited to its equity stake of FUR 760 million Compared to the FUR billion of

equity and subordinated debt that Fortis was to provide under the February 2009 Avenant on total of FUR 2.5 billion of

equity and FUR 900 million of subordinated debt under that Avenant this represents reduction of EUR 240 million Also

due to the reduction in the overall size of the equity tranche from FUR 2.5 billion to EUR .7 billion Fortis stake in the

equity will increase from 29.6% under the February 2009 Avenant to 44.7% under the Agreement This means that the

upside or upward potential for Fortis if any increases under the Agreement

It should nevertheless be noted that due to the reduced size of the equity and the increase in the size of the portfolio the

equity will have higher risk profile than under the February 2009 Avenant To mitigate such effect the parties have

agreed to loss absorption mechanism in respect of the senior debt pursuant to which losses in excess of the SPVs

equity will be set off against such senior debt At the same time given that the repayment profile of the underlying assets of

the SPV is uncertain the mechanism will contain retour meilleure fortune type of clause This will in essence provide

that in the case of accounting profits in subsequent years if any the portion of the debt on which any losses have been

imputed in previous years will first be reinstated and if any profits are realized after the repayment in full of the debt including

the reinstated portion of the debt and the interest thereon the original shareholders of the SPV will be entitled to any such

profits pro rata to their initial investment upon the liquidation of the SPV

The parties will work out the precise terms of the various implementing arrangements relating to the SPV including the

financing arrangements the costs relating thereto the guarantee from the Belgian State and any currency hedging

Accordingly at this stage it is not possible to give any further information in this respect



Under the Agreement Fortis will receive EUR billion loan from Fortis Bank which is to be used inter alia to fund Fortis

portion of the equity The loan to be provided by Fortis Bank will also benefit from guarantee from the Belgian State and

Fortis will remunerate the guarantee provided by the Belgian State The precise terms of this loan are yet to be agreed

among the parties As security for the Belgian States guarantee in respect of Fortiss obligations under this loan from Fortis

Bank Fortis will grant pledge for the benefit of the Belgian State over 35% of the shares in Fortis Insurance Belgium or

subject to mutual agreement post any other collateral for an amount of FUR 1.5 billion

Cash-settled call option in respect of the BNP Paribas shares held by the SFPI/FPIM

Fortis SNNV will have the benefit of call option granted by the SFPI/FPIM This option will be linked to the BNP Paribas

shares to be acquired by the SFPI/FPIM under the Agreement as consideration for the Fortis Bank shares it will contribute to

the capital of BNP Paribas Under the option Fortis will be entitled to the difference between the stock price of the BNP

Paribas shares at the time of the exercise of the option and FUR 68 This option will be settled exclusively in cash Fortis will

be entitled to exercise this option at any time during period of years as from 10 October 2010 being after the expiration

of lock-up period of years imposed upon the SFPI/FPIM in respect of the BNP Paribas shares it will acquire

The call option allows the Fortis Group and therefore all Fortis shareholders to benefit from potential increase in the value of

the BNP Paribas shares to be acquired by the SFPI/FPIM pursuant to the Agreement As indicated above the SFPI/FPIM will

acquire BNP Paribas shares in two stages 88235294 BNP Paribas shares on the date of the closing of the Agreement in

exchange for 54.55% of the shares in Fortis Bank and ii 32982760 BNP Paribas shares as soon as possible after the date

of the closing of the Agreement in exchange for further 20.39% of the shares in Fortis Bank The issuance of the additional

32982760 BNP Paribas shares is subject to the approval of the shareholders of BNP Paribas failing which BNP Paribas will

acquire the additional 20.39% shareholding in Fortis Bank in exchange for cash Assuming approval by the BNP Paribas

shareholders of the issuance of such 32982760 BNP Paribas shares Fortis option will extend to 121218054 BNP

Paribas shares which based on the current number of BNP Paribas shares represents stake of 11 .6% in the capital of

BNP Paribas Otherwise the option will be limited to 88235294 BNP Paribas shares

This arrangement replaces the so-called coupon 42 compensation mechanism created but not implemented by the

Belgian State in favour of certain categories of Fortis shareholders

The Agreement also provides that the Fortis Group will benefit from certain anti-dilution rights aimed at preserving the value

of Fortiss option upon the occurrence of certain BNP Paribas corporate events such as BNP Paribas capital increase with

preferential subscription for the BNP Paribas shareholders an extraordinary dividend merger or split However the anti

dilution protection will not apply in the case of capital increase of BNP Paribas without preferential subscription rights nor in

any other cases where the SFPI/FPIM itself would be diluted as BNP Paribas shareholder without compensation

The estimated fair value of the option as of 12 March 2009 based on normal market
volatility

and assuming the option

extends to 121218054 BNP Paribas shares is FUR 504 million



Interest payment mechanism between Fortis and Fortis Bank in relation to the Relative Performance

Note linked to the CASHES
The CASHES are tradable securities that Fortis Bank issued in November 2007 for principal amount of EUR billion to

strengthen its solvency The CASHES can only be reimbursed through an exchange against 125313283 Fortis shares held

by Fortis Bank Fortis Bank pledged these shares in favour of the holders of the CASHES

When the CASHES were issued Fortis SA/NV and Fortis Bank agreed to Relative Performance Note RPN the purpose

of which was to neutralise the impact on Fortis Bank of differences in the value changes in the CASHES and Fortis shares

that occur on Fortis Banks balance sheet and otherwise affect Fortis Banks PL

Under the February 2009 Avenant it had been agreed to replace the mechanism contained in the Protocole dAccord of

10 October 2008 under which Fortis was to make an upfront payment of EUR 2.35 billion to Fortis Bank in connection with

the cancellation of the RPN and the entering into of total return swap In lieu in the February 2009 Avenant it was agreed

to leave the RPN in place and to provide for an interest payment in respect of the amount that may be outstanding from time

to time under the RPN

The Agreement maintains the interest payment mechanism between Fortis and Fortis Bank in relation to the RPN as it was

put in place by the February 2009 Avenant and also provides that the RPN will remain in place until the reimbursement of

all of the CASHES

Depending on the evolution of the fair market value of the CASHES and the Fort is shares either Fortis or Fortis Bank will

owe an amount to the other party under the RPN The party owing this notional amount which based on current

expectations is likely to be Fortis rather than Fortis Bank will be required to pay interest on such amount to the other party

on quarterly basis at rate of EURIBOR months plus 20 basis points

If Fortis were to default on its interest payments in respect of the RPN and the Belgian State would not elect to make such

interest payments in lieu of Fortis Fort is Bank will have the option to terminate the RPN In the case of such termination

Fortis will be required to pay to Fortis Bank the amount then due under the RPN subject to cap of EUR 2.35 billion

In addition Fortis will be required to pay fee on the amount owed to Fortis Bank to compensate for the guarantee that the

Belgian State will provide to Fortis Bank in respect of such interest payments as well as in respect of the amount payable on

termination As security for the Belgian States guarantee in respect of Fortiss obligations under the RPN Fortis will grant

pledge over 10% to 20% of the shares in Fortis Insurance Belgium depending on the amount of the interest payments under

the RPN The cost of the guarantee will take into account the pledge that Fortis will grant on variable number of shares in

Fortis Insurance Belgium

The obligations of Fortis in respect of the RPN will impact the income statement of Fortis The RPN will remain in place on

the outstanding amount of the CASHES which is perpetual instrument At the end of 2008 the basis for the calculation of

the RPN interest payments amounted to EUR 29 million due by Fortis to Fortis Bank This amount may in all likelihood

increase over time and is capped at EUR 2.35 billion

It is understood between all parties to the Agreement that as long as the CASHES have not been exchanged into Fortis

shares the underlying Fortis shares related thereto will not carry any dividend or voting rights



Closing of the Agreement

The date of the closing of the Agreement is the date on which the SFPI/FPIM will transfer 54.55% 263568083 shares of

the shares in Fortis Bank to BNP Paribas in exchange for BNP Paribas shares and on which the transfer of 25% share in

Fortis Insurance Belgium to Fortis Bank will take place On the closing date Fortis the SFPI/FPIM BNP Paribas and Fortis

Bank will also fund the SPV

The closing of the Agreement and the execution of the various transactions contemplated thereby is subject to the fulfilment

or the waiver by BNP Paribas of number of conditions precedent These include customary conditions such as the

approvals and consents of regulatory authorities The approval of the transactions relating to the Fortis Group by the

shareholders meetings of Fortis N.y and Fortis SANV no later than 18 April 2009 also is one of the conditions precedent of

the Agreement

The Agreement will lapse if the conditions precedent which can only be waived by BNP Paribas are not fulfilled by

30 April 2009

It is the intention of the parties to the Agreement to proceed with the closing thereof as soon as all conditions precedent

have been fulfilled Accordingly the closing of the Agreement is expected to take place by the end of April 2009 or early May

2009 at the latest

Approval by the shareholders meetings of Fortis N.y and Fortis SNNV
Fortis will submit the transactions relating to the Fortis Group as they are laid down in the Agreement for approval to the

shareholders meetings of both Fortis N.y and Fortis SIVNV to

Fortis will voluntarily submit the transactions to the shareholders meetings of Fortis N.y and Fortis SNNV given the

importance of these transactions for the future of the Fortis Group and given the need to have serene atmosphere

reinstated around Fortis

Submitting the transactions to the shareholders meetings of Fortis N.y and Fortis SIVNV in no way constitutes an

acknowledgement by Fortis of the ruling of the Court of Appeal of Brussels of 12 December 2008 nor of the legal reasoning

underlying this ruling Such voluntary submission does not mean that Fortis acknowledges that the Fortis Governance

Statement is part of the articles of association of Fortis SNNV or that it has the same status as the articles of association of

Fortis SNNV nor that the transactions entered into in October 2008 had to be submitted to the shareholders meetings of

Fortis SNNV or of Fortis N.y for approval

Summary of the impact of the transaction on the pro forma financial position

Closing of the Agreement would

generate EUR 1375 million of cash for the sale of 25% share in Fortis Insurance Belgium to Fortis Bank

require cash investment of EUR 760 million representing Fortiss share in the equity of the SPy

mean that the RPN will remain in place and that in addition Fortis or in certain more unlikely scenarios Fortis Bank will

be required to make quarterly interest payments under the RPN calculated at rate of EURIBOR months plus 20 basis

points on the then outstanding amount

recognise the fair value of the call option granted by the SFPI/FPIM in respect of the upside on the BNP Paribas shares

above EUR 68 Assuming that the option extends to 121218054 BNP Paribas shares and based on market information

of 12 March 2009 this option is estimated to have market value of EUR 504 million

In addition to upward potential from the insurance operations the downward risk for Fortis has been further limited as

result of reduced exposure to the SPV of FUR 760 million

Finally the anti-dilution rights granted to Fortis will preserve the value of its cash-settled call option on the BNP Paribas

shares This option allows Fortis to benefit from potential increase in the value of the BNP Paribas shares



Also it should be noted that in the case of negative vote on the proposed resolution Fortis would as legal matter

nevertheless continue to be bound by fallback provision in Share Purchase Agreement of 10 October 2008 with the

SFPI/FPIM as amended relating to the financing of the SPV This agreement provides for the financing of the SPV only by

Fortis and the SFPI/FPIM in case the Agreement with BNP Paribas does not take effect In case the fallback provision

would be enforced against Fortis Fortis would be required to fund EUR 6.86 billion out of total amount of EUR 9.36 billion

subject to redemptions and currency adjustments negative vote on the deal resulting from the Agreement would also

mean new period of uncertainty for the Fortis shareholders and the other Fortis stakeholders including the employees of

the various entities of the Fortis Group

General

There have been no material events after the balance sheet date that would require adjustment to the Consolidated Financial

Statements as at 31 December 2008



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 2008 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 30 March 2009 and authorised their issue

The Board of Directors of Fortis declares that to the best of its knowledge the Fortis Consolidated Financial Statements give

true and fair view of the assets liabilities financial position 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 is not able to apply IFRS in all its detail

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 result discontinued operations into result on divestment and

some details of the operating result 2008 and the required information in the Cash Flow Statement on the discontinued

operations

Also Fortis was not able to value its obligation resulting from its commitment to fund special purpose company

established to acquire portfolio of structured credit instruments as at transaction date nor at year end 2008 because of

various uncertainties in respect of the arrangements made between parties concerned

The Board of Directors of Fortis also declares that the Annual Review gives 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 2009

Brussels/Utrecht 30 March 2009

Board of Directors

Chairman Jozef De Mey

Director Jan Zegering Hadders

Chief Executive Officer Karel De Boeck
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Report of the Board of Directors

of Fortis SNNV and Fortis N.V

General

Fortis S/VNV and Fortis N.y are the two parent companies of Fortis They head Fortis which in turn comprises number of

subsidiary companies engaged in Insurance

Structure of Fortis

Fortis acquired its present structure in 1998 when its two parent companies adopted an identical management structure

Several initiatives to unify the group further were taken in the following years such as the switch to single

Board of Directors in September 2000 the launch of the single Fortis share in December 2001 new financial instrument

that combined the shares of the two parent companies and the amendment to the two parent companies

Articles of Association in 2004 in order to create more internationally-oriented Board of Directors headed by single

Chairman

The Fortis Governance Statement contains detailed description of Fortis structure the rights of its shareholders the

structure of its Board of Directors Board Committees and Executive Management and the policy guidelines applicable to

Fortis This statement can be downloaded from the Fortis website or obtained from the companys registered offices

Factual information on the composition and activities of the Board of Directors and its Committees remuneration of Directors

and Executive Managers application of Corporate Governance as prescribed by prevailing legislation and regulations and

relevant amendments made in the course of the 2008 financial year are included elsewhere in the Fortis Annual Review or in

the Fortis Consolidated Financial Statements

Development and results

Last year was the most turbulent in Fortis history The financial crisis began in mid-May as share prices began to fall

worldwide and confidence between banks dissipated The markets stabilised somewhat during the summer months but

events unrelated to Fortis quickly snowballed creating massive crisis of confidence between financial institutions and

culminating in rescue takeovers nationalisations and bankruptcies Fortis was heavily impacted by rumours on concerns

about liquidity Emergency liquidity support from the central banks at the end of September proved insufficient and

immediate action was needed

On 29 September 2008 Fortis announced the conclusion of agreements with the governments of Belgium the Netherlands

and Luxembourg The three States jointly agreed to invest EUR 11.2 billion in return for 49.93% stake in the banking

activities in their respective countries The agreement with the Dutch State was never implemented however and was

replaced on October by the sale of Fortis Bank Nederland Holding NV Fortis Verzekeringen Nederland N.y and Fortis

Corporate Insurance N.y to the Dutch State for total of EUR 16.8 billion

This was followed on October by the sale of the remaining 50% plus share of Fortis Bank to the Belgian State via the

SociØtØ FØdØrale de Participations et dlnvestissement/Federale Participatie- en lnvesteringsmaatschappij for EUR 4.7

billion In separate agreement the Belgian government undertook to sell 75% of Fortis Bank to BNP Paribas in return for

BNP Paribas shares It would retain the remaining 25% of Fortis Bank Fortis also agreed to sell 100% of Fortis Insurance

Belgium to BNP Paribas for EUR 5.7 billion subject to closing conditions Lastly it was agreed that Fortis the Belgian State

and BNP Paribas would set up Special Purpose Vehicle to purchase structured credit portfolio from Fortis Bank These

decisions were taken to ensure that the company could continue to operate and support its customers and to meet its

obligations to counterparties of all Fortis operating entities



On 12 December 2008 the Brussels Court of Appeal ruled that the agreements of and October should be put to the

shareholders for approval The court also appointed committee of experts to investigate the situation and to mediate In its

interim report published on 27 January 2009 the committee concluded that the transactions were both logical and

reasonable in the circumstances Ahead of the shareholder vote the Board and management did everything in their power

to negotiate better terms for shareholders while also respecting the validity of the agreements signed with the Belgian State

and BNP Paribas Unfortunately the improved terms of the transactions were rejected at the Shareholders Meeting on 11

February 2009 and new round of negotiations between the government Fortis and BNP Paribas ensued

During the Shareholders Meetings in February 2009 new Board of Directors was elected chaired by Mr Jozef De Mey

On March 2009 Fortis BNP Paribas and the SFPI/FPIM reached new agreement on revised terms for the transaction

The proposed new agreement will be submitted for the approval of shareholders at the General Meetings of Fortis N.y in

Utrecht the Netherlands and of Fortis S/VNV in Brussels Belgium

The sale of the above mentioned operations negatively impacted the result of Fortis SA/NV EUR 24047 million negative as

Fortis SNNV had to book loss on its 50%-participations in Fortis Brussels SNNV the parent company of Fortis Bank

Belgium SNNV and Fortis Utrecht N.y the parent company of Fortis Insurance Netherlands and Fortis Corporate

Insurance of EUR 25163 million due to the fact that these companies incurred losses on the sale of the banking and

insurance operations as they were sold below the cost price As Fortis N.y holds the other 50% of the participations the

result of Fortis N.y was also negatively impacted in 2008 EUR 14099 million negative

The difference in impact is due to the difference in valuation methods between the two companies Fortis SAJNV values

its participations at cost subject to impairments whereas Fortis N.y values it participations at net asset value

Share capital

The number of outstanding and paid-up shares as at 31 December 2008 was 2516657248 The Boards of Directors of

Fortis S/VNV and Fortis NV decided in 2008 to grant options in favour of senior executives and professional staff of Fortis

4869000 of which were actually issued The option premiums received by Fortis SNNV are added tot the share premium

reserve EUR 7.8 million and the option premiums received by Fortis N.y also added to the share premium reserves

EUR .2 million however by amortising the premiums over the vesting period of the options usually five years

The Board of Directors also issued 61751 new shares in response to the exercise of 61751 options granted to senior

executives and professionals in earlier years

The capital of Fortis S/-VNV increased by FUR 642.8 million and EUR 115.4 million was added to the share premium reserve

The capital of Fortis N.y was increased by FUR 63 million and EUR 676.4 million was added to the share premium reserve

Proposed amendments to the Articles of Association of Fortis SA/NV

Fortis SNNV has incurred end 2008 carried forward losses of FUR 22507 million These losses resulted in an impairment of

the participating interests of Fortis SANV As consequence the companys net assets have fallen 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 SNNV share is currently fixed at EUR 4.284 i.e substantially higher than the market value of the Fortis share the

Board of Directors of Fortis SA/NV is currently barred from using the authorised capital pursuant to article 606 of the

Belgian Companies Code which prohibits the use of authorised capital for issuing shares at value below their par value

In order to restore Fortis SANVs capacity to pay dividends in the future and to re-allow the Board to make use of the

authorised capital by reducing the par value of the Fortis SA/NV shares it will be proposed to the shareholders meeting



First to restructure the own funds of the company and to reduce the company capital in order to eliminate the expected EUR

22507 million losses carried forward Statutory accounts under Belgian GMP end 2008 as follows

Reduction of the Reserves available for distribution by an amount of EUR 5357718878.08

Reduction of the Share premium reserve by an amount of EUR 9239682069.75

Reduction of the Legal reserve by an amount of EUR 660385483.55

Reduction of the Subscribed capital by an amount of EUR 7248590350.10

After this first step the Subscribed capital of the Company amounts to EUR 3532570904.92 with par value of the Fortis

S/VNV share of EUR 1.403

Then to reduce the Subscribed capital by an additional amount of EUR 2475574860.76 and adding this amount to the

Reserves available for distribution

After this second step the Companys capital will be set at EUR 1056996044.16 represented by 2516657248 Twinned

Shares without nominal value This means that the par value of the Fortis S/VNV share will be reduced to EUR 0.42 in line

with the nominal value of the Fortis N.y share

The shareholders of Fortis SAINV voted in accordance with article 633 of the Belgium Code of Companies at the

shareholders meeting of December 2008 that the activities of Fortis SANV should be continued Consequently the

financial statements of Fortis SA/NV are prepared based on the going concern principle

Dividend

As part of the accelerated capital plan launched on 26 June 2008 it was decided not to pay an interim dividend for the 2008

financial year On 15 March 2009 Fortis announced that the statutory loss carried forward of EUR 22.5 billion at Fortis

SA/NV had resulted in 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

Fortis Board of Directors

Maurice Lippens was reappointed at the Annual General Meetings of Shareholders on 29 April 2008 as non-executive

director for term of four years until the end of the Annual General Meetings of Shareholders in 2012 Jacques Manardo

Rana Taiwar both non-executive directors and Jean-Paul Votron executive were reappointed for three years Louis

Cheung Chi Yan joined the Board of Directors as new non-executive director He too was appointed for three years

On 11 July Fortis announced that the Board of Directors and Jean-Paul Votron had decided by mutual agreement and in

the interest of the group to terminate his mandate as Fortis CEO He was succeeded by Herman Verwilst previously Deputy

CEO and executive member of the Board

Fortis announced on 29 September that Maurice Lippens was stepping down as Chairman of the Board of Directors Deputy

Chairman Jan-Michiel Hessels subsequently assumed the duties of Acting Chairman

The Board of Directors decided on 31 October that smaller Board was required with new non-executive Chairman It

therefore proposed the appointment at the shareholders meetings of and December 2008 of Etienne Davignon and

Louis Cheung In the interests of continuity it also decided to propose the appointment of Jan-Michiel Hessels and Philippe

Bodson Karel De Boeck was proposed as an executive director

On and December 2008 shareholders of Fortis SA/NV and Fortis N.y respectively approved the appointment of Karel

De Boeck as executive director and that of Louis Cheung as non-executive director They were appointed until the end of

the Annual General Meetings of Shareholders in 2010 and 2009 respectively Herman Verwilst stepped down as executive

director on December Since shareholders only approved two of the proposed directors new lawfully constituted Board

of Directors could not be installed which meant that the incumbent Board remained in place provisionally together with

Karel De Boeck and Louis Cheung The latter resigned from his position as non-executive director on February 2009



on 11 and 13 February 2009 shareholders of Fortis SNNV and Fortis NV respectively approved the appointment of Jozef

De Mey Georges Ugeux and Jan Zegering Hadders as non-executive directors until the end of the Annual General Meeting

of Shareholders in 2011 The Board of Directors elected Jozef De Mey as its Chairman Georges Ugeux resigned on the

date of his appointment

All incumbent Board members with the exception of Karel De Boeck stepped down on 13 February 2009 Jan-Michiel

Hessels Philippe Bodson Richard Delbridge Clara Furse Reiner Hagemann Jacques Manardo Aldis Michielsen Ronald

Sandier Rana Talwar and Klaas Westdijk

The Board of Directors comprises three persons as of February 14 2009 Jozef De Mey Chairman Karel De Boeck CEO
and Jan Zegering Hadders

Directors Officers liability insurance

Insurers have declared the Fortis Directors Officers DO policy in run-off after the events of October 2008 This

affects the position of the members of both the new Board and the existing Board

With view to ensuring that the candidate Directors proposed for appointment at the upcoming Shareholders Meetings of

11 and 13 February 2009 would accept their mandate and ii that the Directors appointed at the Shareholders Meetings of

and 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 DO 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 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 Companys external auditors of this conflicting interest on their behalf

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

solution was presented 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 hold harmless 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 harmless the members of the Board

of Directors to the fullest extent permitted by law against all actions proceedings and claims brought against them by any

third party whatsoever including for the avoidance of doubt 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

date of appointment of the new directors as memberof the board of directors or ii in any other function they fulfil at the

request of the Company



The present undertaking does not apply to

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

any liability loss cost expense including legal expenses or damage whatsoever resulting from fraud bedrog dol

or wilful misconduct opzettelijke fout faute intentionnelle committed by any member of the Board of Directors

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 memberof the Board of Directors by qualified minority of

shareholders representing of the votes or shares with total par value of FUR 1250000 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 memberof the Board of Directors vis-à

vis the company be admitted by final Court decision such member of the Board of Directors shall immediately reimburse

the Legal Costs to the company

The Board also concluded that the coverage should be capped for the Board as whole at the level of the previous D0
liability insurance FUR 100 million

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 will be possible only by providing them

the comfort that there will be fair liability coverage and to retain the Directors appointed in December 2008 Without DO
coverage the Directors have indeed no protection against liability As set out by the Chairman no insurer is willing to

provide D0 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

Remuneration of Directors and combined shareholdings

Total remuneration paid to non-executive members of the Board of Directors as directors of Fortis amounted to

EUR .8 million in 2008 2007 EUR 2.0 million

At the end of 2008 the directors held combined total of 131748 shares Non-executive Directors did not receive options

on Fortis shares

Post-balance sheet date events

On 12 March 2009 various Fortis entities i.e Fortis SANV Fortis NV Fortis Brussels SANV Fortis Utrecht N.y and Fortis

Insurance NV BNP Paribas S.A the Belgian State the Federal Participation and Investment Corporation SociØtØ FØdØrale

de Participations et dlnvestissement/Federale Participatie- en lnvesteringsmaatschappij SAINV or the SFPI/FPIM Fortis

Bank SA/NV Fortis Bank and Fortis Insurance Belgium SA/NV Fortis Insurance Belgium entered into an agreement

setting out the terms and conditions of the transfer of majority of the shares in Fortis Bank by the SFPI/FPIM to BNP

Paribas and the transfer of 25% share in Fortis Insurance Belgium by Fortis Insurance N.y to Fortis Bank and of the

strategic partnership resulting from these transactions the Agreement

As far as Fortis is concerned the main elements of the Agreement can be summarized as follows



Sale of 25% share in Fodis Insurance Belgium to Fortis Bank

Under the Agreement Fortis Insurance N.y will sell 25% share in Fortis Insurance Belgium to Fortis Bank for total

consideration of EUR 1375 million This is based on total value for Fortis Insurance Belgium 100% of the capital of

FUR 5500000000

In various ways the Agreement strengthens the commercial ties between Fortiss insurance operations Fortis Bank and the

BNP Paribas Group more generally The Agreement provides that

The existing agreements between Fortis Insurance Belgium and Fortis Bank for the distribution of insurance products

through Fortis Bank will remain in place until at least the end of 2020 and will form the basis of strong and long-term

strategic partnership in bancassurance between the Fortis Group and BNP Paribas

In addition the Agreement also provides that the framework agreement between Fortis Luxembourg Vie S.A 50-50

subsidiary of the Fortis Group and Banque GØnØrale de Luxembourg S.A BGL8 and BGL will be amended to provide

for minimum duration and exclusivity of five years for the distribution of Fortis Luxembourg Vies insurance products to

Luxembourg retail clients through BGLs network during such period of exclusivity

Finally BNP Paribas and Fortis Insurance have undertaken to explore further areas of cooperation in particular in the

automobile and housing insurance sector and any other insurance products agreed to by the parties in countries other

than France Belgium Turkey and any other country where BNP Paribas or the Fortis Groups existing agreements with

third parties would prohibit such cooperation As result the Fortis Group will become BNP Paribas preferred

commercial partner for non-life insurance products

Fortis Bank BNP Paribas Fortis Insurance Belgium and the relevant entities of the Fortis Group will enter into

shareholders agreement in respect of Fortis Insurance Belgium This shareholders agreement will provide amongst others

for the following

Fortis Bank will be entitled to two non-executive directors on the Board of Directors of Fortis Insurance Belgium as long

as its shareholding is at least equal to 15% of the capital and to one non-executive director as long as such shareholding

equals or exceeds 5% but is lower than 15% In addition Fortis Bank will be entitled to one memberon certain

operational committees within Fortis Insurance Belgium

Fortis Bank will not be entitled to sell its 25% share stake in Fortis Insurance Belgium prior to January 2018 After

such date Fortis Bank will have the right to sell its shareholding in Fortis Insurance Belgium to Fortis This put option can

be exercised during period of six months after January 2018

Other customary rights e.g reciprocal rights of first refusal and tag along right in favour of Fortis Bank

Financing of the special purpose vehicle Royal Park Investments

The Agreement provides for the financing of special purpose vehicle SPy that is to acquire portion of the structured

credits portfolio of Fortis Bank Pursuant to the Protocole dAccord of 10 October 2008 this SPV was incorporated on

20 November 2008 under the name Royal Park Investments SANV

The portfolio that is to be sold by Fortis Bank to the SPV on the date of the closing of the Agreement comprises the

structured credits that had originally been agreed under the Protocole dAccord of 10 October 2008 as well as certain

additional lines for total amount of approximately EUR billion This will however only increase the purchase price by

approximately EUR billion since repayments of approximately EUR billion have occurred in respect of the original

portfolio since 31 August 2008 and thus FUR billion of the EUR billion of new lines will replace the portion that has so

been repaid

The purchase price to be paid by the SPV to Fortis Bank amounts to approximately FUR 11 .4 billion The price agreed for

such purchase is derived from the value that the portfolio had in the books of Fortis Bank as at 31 August 2008 adjusted for

certain impairments Furthermore the purchase price is to be adjusted for exchange rate fluctuations between

Ban que GOnØrale de Luxembourg S.A was named Fort/s Banque Luxembourg S.A until 22 December 2008



31 August 2008 and the date of the closing of the Agreement Any such adjustment of the purchase price will result in an

adjustment of the debt that is to be provided to the SPV but not of the equity

To fund the purchase of the portfolio the parties will contribute to the SPV equity in an aggregate amount of FUR .7 billion

with Fortis contributing EUR 760 million 44.7% the SFPI/FPIM EUR 740 million 43.5% and BNP Paribas EUR 200 million

11.8%

The remainder of the financing of the SPV will be provided in the form of debt divided into two tranches subject to

exchange rate adjustments on pro rata basis

senior tranche of EUR 4.850 billion in aggregate of which EUR 485 million 10% by BNP Paribas and

FUR 4.365 billion 90% by Fortis Bank and

super senior tranche of EUR 4.850 billion to be provided entirely by Fortis Bank which will be repaid in priority and will

also rank ahead as far as payments of interest are concerned

The senior debt to be provided by Fortis Bank in an amount of FUR 4.365 billion will benefit from guarantee from the

Belgian State

Fortiss exposure in respect of the SPV will be limited to its equity stake of FUR 760 million Compared to the FUR billion of

equity and subordinated debt that Fortis was to provide under the February 2009 Avenant on total of FUR 2.5 billion of

equity and FUR 900 million of subordinated debt under that Avenant this represents reduction of FUR 240 million Also

due to the reduction in the overall size of the equity tranche from FUR 2.5 billion to FUR .7 billion Fortiss stake in the

equity will increase from 29.6% under the February 2009 Avenant to 44.7% under the Agreement This means that the

upside or upward potential for Fortis if any increases under the Agreement

It should nevertheless be noted that due to the reduced size of the equity and the increase in the size of the portfolio the

equity will have higher risk profile than under the February 2009 Avenant To mitigate such effect the parties have

agreed to loss absorption mechanism in respect of the senior debt pursuant to which losses in excess of the SPys

equity will be set off against such senior debt At the same time given that the repayment profile of the underlying assets of

the SPV is uncertain the mechanism will contain retour meilleure fortune type of clause This will in essence provide

that in the case of accounting profits in subsequent years if any the portion of the debt on which any losses have been

imputed in previous years will first be reinstated and if any profits are realized after the repayment in full of the debt including

the reinstated portion of the debt and the interest thereon the original shareholders of the SPV will be entitled to any such

profits pro rata to their initial investment upon the liquidation of the SPV

The parties will work out the precise terms of the various implementing arrangements relating to the SPV including the

financing arrangements the costs relating thereto the guarantee from the Belgian State and any currency hedging

Accordingly at this stage it is not possible to give any further information in this respect

Under the Agreement Fortis will receive EUR billion loan from Fortis Bank which is to be used inter alia to fund Fortiss

portion of the equity The loan to be provided by Fortis Bank will also benefit from guarantee from the Belgian State and

Fortis will remunerate the guarantee provided by the Belgian State The precise terms of this loan are yet to be agreed

among the parties As security for the Belgian States guarantee in respect of Fortiss obligations under this loan from Fortis

Bank Fortis will grant pledge for the benefit of the Belgian State over 35% of the shares in Fortis Insurance Belgium or

subject to mutual agreement post any other collateral for an amount of FUR .5 billion



Gash-settled call option in respect of the BNP Paribas shares held by the SFPI/FPIM

Fortis SNNV will have the benefit of call option granted by the SFPI/FPIM This option will be linked to the BNP Paribas

shares to be acquired by the SFPI/FPIM under the Agreement as consideration for the Fortis Bank shares it will contribute to

the capital of BNP Paribas Under the option Fortis will be entitled to the difference between the stock price of the BNP

Paribas shares at the time of the exercise of the option and EUR 68 This option will be settled exclusively in cash Fortis will

be entitled to exercise this option at any time during period of years as from 10 October 2010 being after the expiration

of lock-up period of years imposed upon the SFPI/FPIM in respect of the BNP Paribas shares it will acquire

The call option allows the Fortis Group and therefore all Fortis shareholders to benefit from potential increase in the value of

the BNP Paribas shares to be acquired by the SFPI/FPIM pursuant to the Agreement As indicated above the SFPI/FPIM will

acquire BNP Paribas shares in two stages 88235294 BNP Paribas shares on the date of the closing of the Agreement in

exchange for 54.55% of the shares in Fortis Bank and ii 32982760 BNP Paribas shares as soon as possible after the date

of the closing of the Agreement in exchange for further 20.39% of the shares in Fortis Bank The issuance of the additional

32982760 BNP Paribas shares is subject to the approval of the shareholders of BNP Paribas failing which BNP Paribas will

acquire the additional 20.39% shareholding in Fortis Bank in exchange for cash Assuming approval by the BNP Paribas

shareholders of the issuance of such 32982760 BNP Paribas shares Fortiss option will extend to 121218054 BNP

Paribas shares which based on the current number of BNP Paribas shares represents stake of 11 .6% in the capital of

BNP Paribas Otherwise the option will be limited to 88235294 BNP Paribas shares

This arrangement replaces the so-called coupon 42 compensation mechanism created but not implemented by the

Belgian State in favour of certain categories of Fortis shareholders

The Agreement also provides that the Fortis Group will benefit from certain anti-dilution rights aimed at preserving the value

of Fortiss option upon the occurrence of certain BNP Paribas corporate events such as BNP Paribas capital increase with

preferential subscription for the BNP Paribas shareholders an extraordinary dividend merger or split However the anti-

dilution protection will not apply in the case of capital increase of BNP Paribas without preferential subscription rights nor in

any other cases where the SFPI/FPIM itself would be diluted as BNP Paribas shareholder without compensation

The estimated fair value of the option as of 12 March 2009 based on normal market volatility and assuming the option

extends to 121218054 BNP Paribas shares is EUR 504 million

Interest payment mechanism between Fortis and Fortis Bank in relation to the Relative Performance

Note linked to the GASHES

The CASHES are tradable securities that Fortis Bank issued in November 2007 for principal amount of EUR billion to

strengthen its solvency The CASHES can only be reimbursed through an exchange against 125313283 Fortis shares held

by Fortis Bank Fortis Bank pledged these shares in favour of the holders of the CASHES

When the CASHES were issued Fortis SIVNV and Fortis Bank agreed to Relative Performance Note RPN the purpose

of which was to neutralize the impact on Fortis Bank of differences in the value changes in the CASHES and Fortis shares

that occur on Fortis Banks balance sheet and otherwise affect Fortis Banks PL

Under the February 2009 Avenant it had been agreed to replace the mechanism contained in the Protocole dAccord of

10 October 2008 under which Fortis was to make an upfront payment of EUR 2.35 billion to Fortis Bank in connection with

the cancellation of the RPN and the entering into of total return swap In lieu in the February 2009 Avenant it was agreed

to leave the RPN in place and to provide for an interest payment in respect of the amount that may be outstanding from time

to time under the RPN

The Agreement maintains the interest payment mechanism between Fortis and Fortis Bank in relation to the RPN as it was

put in place by the February 2009 Avenant and also provides that the RPN will remain in place until the reimbursement of

all of the CASHES



Depending on the evolution of the fair market value of the CASHES and the Fortis shares either Fortis or Fortis Bank will

owe an amount to the other party under the RPN The party owing this notional amount which based on current

expectations is
likely

to be Fortis rather than Fortis Bank will be required to pay interest on such amount to the other party

on quarterly basis at rate of EURIBOR months plus 20 basis points

If Fortis were to default on its interest payments in respect of the RPN and the Belgian State would not elect to make such

interest payments in lieu of Fortis Fortis Bank will have the option to terminate the RPN In the case of such termination

Fortis will be required to pay to Fortis Bank the amount then due under the RPN subject to cap of EUR 2.35 billion

In addition Fortis will be required to pay fee on the amount owed to Fortis Bank to compensate for the guarantee that the

Belgian State will provide to Fortis Bank in respect of such interest payments as well as in respect of the amount payable on

termination As security for the Belgian States guarantee in respect of Fortiss obligations under the RPN Fortis will grant

pledge over 10% to 20% of the shares in Fortis Insurance Belgium depending on the amount of the interest payments under

the RPN The cost of the guarantee will take into account the pledge that Fortis will grant on variable number of shares in

Fortis Insurance Belgium

The obligations of Fortis in respect of the RPN will impact the PL of Fortis The RPN will remain in place on the outstanding

amount of the CASHES which is perpetual instrument At the end of 2008 the basis for the calculation of the RPN interest

payments amounted to EUR 29 million due by Fortis to Fortis Bank This amount may in all likelihood increase over time

and is capped at EUR 2.35 billion

It is understood between all parties to the Agreement that as long as the CASHES have not been exchanged into Fortis

shares the underlying Fortis shares related thereto will not carry any dividend or voting rights

Closing of the Agreement

The date of the closing of the Agreement is the date on which the SFPI/FPIM will transfer 54.55% 263568083 shares of

the shares in Fortis Bank to BNP Paribas in exchange for BNP Paribas shares and on which the transfer of 25% share in

Fortis Insurance Belgium to Fortis Bank will take place On the closing date Fortis the SFPI/FPIM BNP Paribas and Fortis

Bank will also fund the SPy

The closing of the Agreement and the execution of the various transactions contemplated thereby is subject to the fulfilment

or the waiver by BNP Paribas of number of conditions precedent These include customary conditions such as the

approvals and consents of regulatory authorities The approval of the transactions relating to the Fortis Group by the

shareholders meetings of Fortis N.y and Fortis SANV no later than 18 April 2009 also is one of the conditions precedent of

the Agreement

The Agreement will lapse if the conditions precedent which can only be waived by BNP Paribas are not fulfilled by

30 April 2009

It is the intention of the parties to the Agreement to proceed with the closing thereof as soon as all conditions precedent

have been fulfilled Accordingly the closing of the Agreement is expected to take place by the end of April 2009 or early May

2009 at the latest



Approval by the shareholders meetings of Fortis N.y and Fortis SA/NV

Fortis will submit the transactions relating to the Fortis Group as they are laid down in the Agreement for approval to the

shareholders meetings of both Fortis N.y and Fortis S/VNV

Fortis will voluntarily submit the transactions to the shareholders meetings of Fortis N.y and Fortis SANV given the

importance of these transactions for the future of the Fortis Group and given the need to have serene atmosphere

reinstated around Fortis

Submitting the transactions to the shareholders meetings of Fortis NV and Fortis SNNV in no way constitutes an

acknowledgement by Fortis of the ruling of the Court of Appeal of Brussels of 12 December 2008 nor of the legal reasoning

underlying this ruling Such voluntary submission does not mean that Fortis acknowledges that the Fortis Governance

Statement is part of the articles of association of Fortis SANV or that it has the same status as the articles of association of

Fortis SNNV nor that the transactions entered into in October 2008 had to be submitted to the shareholders meetings of

Fortis SNNV or of Fortis N.y for approval

Summary of the impact of the transaction on the pro forms financial position

Closing of the Agreement would

generate EUR 1375 million of cash for the sale of 25% share in Fortis Insurance Belgium to Fortis Bank

require cash investment of EUR 760 million representing Fortiss share in the equity of the SPV

mean that the RPN will remain in place and that in addition Fortis or in certain more unlikely scenarios Fortis Bank will

be required to make quarterly interest payments under the RPN calculated at rate of EURIBOR months plus 20 basis

points on the then outstanding amount

recognise the fair value of the call option granted by the SFPI/FPIM in respect of the upside on the BNP Paribas shares

above EUR 68 Assuming that the option extends to 121218054 BNP Paribas shares and based on market information

of 12 March 2009 this option is estimated to have market value of EUR 504 million

In addition to upward potential from the insurance operations the downward risk for Fortis has been further limited as

result of reduced exposure to the SPV of EUR 760 million

Finally the anti-dilution rights granted to Fortis will preserve the value of its cash-settled call option on the BNP Paribas

shares This option allows Fortis to benefit from potential increase in the value of the BNP Paribas shares

Also it should be noted that in the case of negative vote on the proposed resolution Fortis would as legal matter

nevertheless continue to be bound by fallback provision in Share Purchase Agreement of 10 October 2008 with the

SFPI/FPIM as amended relating to the financing of the SPy This agreement provides for the financing of the SPV only by

Fortis and the SFPI/FPIM in case the Agreement with BNP Paribas does not take effect In case the fallback provision

would be enforced against Fortis Fortis would be required to fund EUR 6.86 billion out of total amount of EUR 9.36 billion

less any redemptions and subject to currency adjustments To secure such obligation Fortis granted pledge over its

shares Fortis Insurance Belgium negative vote on the deal resulting from the Agreement would also mean new period of

uncertainty for the Fortis shareholders and the other Fortis stakeholders including the employees of the various entities of

the Fortis Group



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 2008 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 January 2008 The Board hereby gives the following explanations concerning the

respective elements to be addressed under the new rules

comprehensive overview of the prevailing capital structure can be found in notes and 29 of the

Fortis Consolidated Financial Statements 2008

Restrictions on the transfer of shares extend only to preference shares if issued and the securities described in note 29

of the Fortis Consolidated Financial Statements 2008

Fortis lists under the heading Shareholder Information in the Fortis Annual Review 2008 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 SANV
No special rights are attached to issued shares other than those mentioned in notes and 29 of the

Fortis Consolidated Financial Statements 2008

Share option and share purchase plans if any are outlined in note 10 of the Fortis Consolidated Financial Statements

2008 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 13 and 29 of the Fortis Consolidated Financial Statements 2008 Fortis is

unaware of any agreement among shareholder that may restrict either the transfer of shares or the exercise of voting

rights

Board members are elected or removed by majority of votes cast at the General Meetings of both Fortis SANV and

Fortis N.y Any amendment to the Articles of Association requires the General Meetings to pass resolution to that

effect If fewer than 50% of the shareholders are represented second meeting must be convened which will be able to

adopt the resolution with 75% of the votes cast regardless of the quorum For amendments to the Articles of Association

related to the twinned share principle the General Meetings of both Fortis SNNV and Fortis N.y must comply with the

quorum and majority requirements laid down in those articles

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.y The present authorisations will expire on 29 October 2009

Neither Fortis SNNV nor Fortis N.y is 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 result of public takeover bid

Neither Fortis SA/NV nor Fortis N.y 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 result of public

takeover bid

The Law of May 2007 on the disclosure of significant shareholdings in issuers whose securities are admitted to trading

on regulated market and containing various provisions imposes disclosure requirements on any individual or entity

acquiring or transferring voting securities or securities which give right to voting securities as soon as following such

acquisition or transfer the total number of voting rights directly or indirectly held by such individual or entity alone or in

concert with others increases above or falls below threshold of 5% or any multiple of 5% of the total number of voting

rights attached to the Companys securities Article 18 of the Law of May 2007 allows companies to reduce the first

disclosure threshold to %2% 3% 4% in the articles of association The Company has exercised this right in Article 28

of its articles of association by reducing the first notification threshold to 3% shareholder whose shareholding

increases above or falls below the applicable thresholds must each time disclose this fact to the CBFA and to the

Company as soon as possible and at the latest four trading days following the triggering event breach of these

disclosure requirements may result in the suspension of voting rights



Outlook

From the perspective of the global economy recovery is expected to be slow and sporadic While none of us know today

how quickly the economy will recover or indeed how long it will take for confidence to return to the markets we can

assure you that we are wasting no time in exploring every opportunity available to us to create value and return for

shareholders

It is time to look forward and to seize this opportunity to build for the future We have the nucleus of new start for Fortis

sizeable domestic and international insurance franchise that provides us with platform for growth and future value creation

Fortis Insurance Belgium is the national market leader in both life and non-life products with significant market share The

activities of Fortis Insurance International span both Europe and Asia with prominent positions in the UK Portugal France

and Luxembourg markets and branches in Germany Turkey Russia and Ukraine too In Asia Fortis is present in China

Malaysia Thailand Hong Kong and India

The Board and executive management will together develop new strategy for the company which will be presented to

shareholders at the appropriate time Our goal now is to recover from this very difficult period as quickly as possible to look

to the future and create value for our shareholders Shareholders have our full and dedicated commitment to this endeavour

Brussels/Utrecht 30 March 2009

Board of Directors
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General information

Foreword

Most of the General information is included in the Report of the Board of Directors of Fortis SAJNV and Fortis N.y This

section of general information contains solely information on Fortis S/VNV that has not been provided elsewhere

Identification

The company is public limited company bearing the name Fortis S/VNV 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

Incorporation and publication

The company was incorporated on 6th November 1993 under the name of Fortis Capital Holding

Places where the public can verify company documents

The Articles of Association of Fortis S/VNV can be verified at the Registry of the Commercial Court at Brussels and at the

companys 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

Amounts

All amounts stated in tables of these financial statements are denominated in millions of euros unless otherwise indicated



Balance sheet before profit appropriation

31 December 2008 31 December 2007

Assets

FIXED ASSETS 4092 28005

Incorporetion expenses

Intangible fixed sssets

Tengible fixed sssets

Financial fixed sssets 4092 28005

Affiliated cern panies 4092 28005

Participating interacts 4092 28005

CURRENT ASSETS 63 95

Amounts receivable sfter more than one year

Stocks snd contrscts in progress

Amounts receivsble within one yesr 28 25

Trade accounts receivable

Other amounts receivable 27 25

Short-term investments 15 13

Own shares 15 13

Liquid sssets 20 55

Prepsyments snd sccrued income

Total assets 4155 28100



31 December 2008 31 December 2007

Liabilities

Shareholders equity 103 27 392

Capital 10781 10138

Subscribed capital 10 781 10 138

Share premium reserve 240 125

Capital gains due to revaluations

Reserves 589 589

Legal reserve 660 660

Reserves not available for distribution 571 570

For own shares 15 14

Other 556 556

Tax free reserves

Reserves available for distribution 358 359

Profit carried forward 22 507 540

Provisions and deferred taxes

Provisions for risks and charges

Pensions and similar commitments

Taxes

Malor renovation and maintenance protects

Other risks and charges

Deferred taxes

Amounts payable 52 708

Amounts payable after more than one year

Amounts payable within one year 51 708

Current portion of amounts payable after more than one year

Financial debts

Commercial debts 10

Suppliers 10

Advance payments received on account of contracts in progress

Amounts payable in respect of taxes remuneration and social charges 14

Taxes 14

Remuneration and social charges

Other amounts payable 46 684

Accruals and deferred income

Total liabilities 4155 28100



Income statement

2008 2007

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 20 126

Goods for resale raw and ancillary materials

Purchases

Increase decrease in stocks

Services and miscellaneous goods

Remuneration social charges and pensions

Depreciation and amounts wntten

down on formation expenses and

intangible and tangible fixed assets 13 121

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 cspitalised as restructuring costs

Operating loss 20 126

Financial income
1183 1644

Income from financial fixed assets
1180 1840

Income from current assets

Other financial income

Financial charges 47 15

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 46 15

Profit on ordinary activities before taxes 1116 1703



2008 2007

Extraordinary income

Extraordinary charges 25163

Profit for the financial year before taxes 24047 1703

Tax on profita

Taxes

Adjustment of taxes and write-back of tax provisions

Profit for the financial year 24047 1703

Tranafer from tax-exempt reserves

Tranafer to tax-exempt reserves

Profit for the financial year available for appropriation 24047 1703

2008 2007

Appropriation of profit

Profit to be appropriated 24047 2765

Profit for the financial year available for appropriation 24047 1703

Profit carried forward from the previous financial year 1062

Transfers from shareholders equity

from the capital and share premium reserves

from the reserves

Transfer to shareholders equity 85

To the capital and share premium reserve

To the legal reserve 85

To the other reserves

Result to be carried forward 1540

Shareholders contribution in respect of losses

Profit to be distributed
40

Dividends 1140

Directors entitlements

Other allocations



Notes

2008 2007

Statement of incorporation expenses

Net book value as at the end of the preceding financial year

Change during the financial year

New expenses incurred 13

Depreciation 13

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

2008 2007

Status of financial fixed assets

Affiliated companies Participating interests equity securities

Acquisition value as at the end of the preceding financial year 28005

Changes during the financial year

Acquisitions 250

Disposals and asset retirements

Reclassification

Acquisition value as at the end of the financial year 29255

Capital gains

Depreciation and amounts written off 25163

Uncalled amounts

Net book value at the end of the financial year 4092

Receivables

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



Participating interests and entitlements in other companies

The following list comprises the companies in which Fortis SA/NV holds participating interest as well as the other

companies in which Fortis SAINV holds entitlements representing at least 10% of the capital issued

Name full address of the REGISTERED OFFICE

In case of company governed Information derived from the latest available

by Belgian law the VA or NATIONAL NUMBER Entitlements held by financial statements

Financial statements Currency Shareholders

The company djg/ subsidiaries as at Code equity Net result

of-

Number in millions of monetary units

Fortis Brussels SNNV 31/12/2007 EUR 36103 143

tue Royale 20

1000 Brussels BELGIUM

IE 0475301.2 76

rdinaryshsres 810551285 50.00

Fortis Utrecht NV 31/12/2007 EUR 2891 2347

lrchimedeslaan

584 BA Utrecht THE NETHERLANDS

Ordinary shares 500000001 50.00



2008 2007

Specification of equity and structure of the shareholder group

Equity

Subscribed capital

Atpreviousyearend x000ccocX 10138

At year end 10781

Amounts Number of shares

Changes during the financial year

Capital increases 643 150061751

Capital represented by

Types of shares

Ordinary shares 10781 2516657248

Registered shares xx.xxocoxx 179494178

Bearer shares ooocooooo 2337163070

Unpaid capital

Own shares held by

The company itself

Amounts 15

Number of shares 1100269

Its subsidiaries

Amounts 1032

Number of shares 40727928

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
41.432.398

Amount of capital to be subscribed 924

Maximum number of shares to be issued 41.432.398

Capital authorised but not subscribed 1379

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 fares known by Fortis SA/NV the structure of the companys stable shareholders

at 31 December 2008 was as follows Number of shares

Fortis Bank 125313283 498

Ping An Life Insurance Company of China Ltd 120996265 481

On 31 December the members of the Board of Directors of Fortis SNNV jointly held

136249 shares 164280 options 29206 restricted shares and 52563 restricted shares rights



2008

Status of liabilities

Amounts payable originally due after more than one year

according to their remaining temi to niatunty

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 Secufty Office

Other amounts payable in respect 01 remuneration and social charges

TransitoR accounts

Cost of shareholders meetings

2008 2007

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 financial nature

Breakdown of other financial charges

Expenses related to own funds 46 14

Other expenses in respect of own funds



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 additional 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

DMdends of subsidiaries of which 95% is not taxable 1121

Impact of the extraordinary results on the level of taxation on the result for the financial year

Sources of deferred taxes

Deferred tax assets 45

Loss carried forward deductible from future taxable profits 45

Other deferred tax assets

2008 2007

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 le withheld from wage salaries and benefits

Withholding tax 61 130

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 7629

Outstanding 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 7629

Fortis former operating entities issued number of hybrid instruments and senior debt securities that create contingent

liability for Fortis N.y and Fortis SNNV because these parent companies acted as guarantor co-obligor or provided

support agreements The following chapters describe the contingent liabilities linked to these instruments



FRESH

On May 2002 Fortfinlux S.A issued undated Floating Rate Equity-linked Subordinated Hybrid capital securities FRESH
with nominal amount of EUR 1250 million Coupons on the securities are payable quarterly in arrears at variable rate of

month Euribor 1.35%

FRESH is issued by Fortfinlux S.A with Fortis SNNV and Fortis N.y acting as Co-obligors In the event that dividends are

not paid on the Fortis shares or that the dividends to be declared are below threshold with respect to any financial year

dividend yield 05% and in certain other exceptional circumstances payments of coupons are made in accordance with

so called Alternative Coupon Satisfaction Method ACSM The ACSM implies that new Fortis shares will be issued and

subsequently sold in the market and the proceeds will be used to satisfy the coupon payment to bondholders If the ACSM

is triggered and there is insufficient available authorised capital to settle the ACSM obligation the coupon settlement is

postponed up to the moment that the ability to issue shares is restored Because of these characteristics FRESH is treated

as part of regulatory Tier capital

Fortis announcement on 15 March 2009 not to declare dividend for the 2008 financial year triggered the ACSM on the

FRESH which will apply on the full quarterly coupon periods after this date the first ranging from May up to August

2009 This mandatory ACSM to satisfy coupons will last until Fortis announcement to resume an interim- dividend payment

again

To use the ACSM Fortis needs to issue new shares Fortis also announced on 15 March 2009 that issuance of new shares

by the Board of Directors out of the authorised capital will only be possible after the shareholders have passed resolutions

approving the proposals to reduce the capital of Fortis S/VNV with due regard for the two month waiting period and

provided that Fortis shares are then trading higher than EUR 0.84 This implies that the quarterly coupon payments are

postponed from the above period until the moment that the above conditions are met Fortis will first have to satisfy the

postponed coupon payments using ACSM before it can resume dividend payment There is no accrued interest

applicable on the postponed ACSM coupons

The FRESH has no maturity date but may be exchanged into Fortis shares at price of EUR 31 .50 per share at the

discretion of the holder From May 2009 the bonds will be automatically exchanged 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

CASHES

On 19 December 2007 Fortis Bank nv-sa issued Convertible And Subordinated Hybrid Equity-linked Securities CASHES
with nominal amount of EUR billion Coupons on the securities are payable quarterly in arrears at variable rate of

month Euribor 2.0%

When the CASHES were issued Fortis SA/NV and Fortis N.y issued 125313283 shares for total amount of EUR 2.35

billion and placed these shares with third party with the proceeds of this issue Fortis recapitalised Fortis Bank nv-sa In

second step Fortis Bank in turn used the proceeds of this recapitalisation to buy these shares from the third party In third

step Fortis Bank issued EUR billion CASHES with Fortis SA/NV and Fortis N.y acting as co-obligors This instrument will

only be reimbursed by Fortis Bank by exchanging them against the acquired Fortis shares the principal amount of the

securities will not be repaid in cash The underlying Fortis shares are the only recourse for the holders of the CASHES Fortis

Bank pledged these shares in favour of the holders

Fortis Bank nv-sa and Fortis SNNV have concluded Relative Performance Note RPN which instrument effectively

transfers the net fair value movements of the Fortis shares and the CASHES from Fortis Bank to Fortis SNNV However the

RPN is not valued under BGAAP



CASHES is issued by Fortis Bank nv-sa with Fortis SANV and Fortis NV acting as Co-obligors In the event that dividends

are not paid on the Fortis shares or that the dividends to be declared are below threshold with respect to any financial

year dividend yield 05% and in certain other circumstances payments of coupons are made in accordance with so

called ACSM see 29.1 If the ACSM is triggered and there is insufficient available authorised capital to settle the ACSM

obligation the coupon settlement is postponed up to the moment that the ability to issue shares is restored Because of

these characteristics the EUR 650 million difference between the initial value of the Fortis shares and the issued principal

amount of CASHES representing the exchange option premium together with the EUR 2.35 billion capitalisation is treated

as regulatory Tier capital at the level of Fortis Bank

Fortis announcement on 15 March 2009 not to declare dividend for the 2008 financial year triggered the ACSM on the

CASHES which will apply on the full quarterly coupon periods after this date the first ranging from 20 March up to 19 June

2009 This mandatory ACSM to satisfy coupons will last until Fortis announcement to resume an interim- dividend payment

again To use the ACSM Fortis needs to issue new shares Fortis also announced on 15 March 2009 that issuance of new

shares by the Board of Directors out of the authorised capital will only be possible after the shareholders have passed

resolutions approving the proposals to reduce the capital of Fortis SA/NV with due regard for the two month waiting period

and provided that Fortis shares are then trading higher than EUR 0.84 This implies that the quarterly coupon payments are

postponed from the above period until the moment that the above conditions are met Fortis will first have to satisfy the

postponed coupon payments using ACSM before it can resume dividend payment There is no accrued interest

applicable on the postponed ACSM coupons

The CASHES have no maturity date but may be exchanged into Fortis shares at price of EUR 23.94 per share at the

discretion of the holders From 19 December 2014 the bonds will be automatically exchanged 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

MCS

On December 2007 Fortis Bank Nederland Holding with Fortis Bank nv-sa Fortis SNNV and Fortis NV acting as cc

obligors issued Mandatory Convertible Securities MCS with nominal amount of EUR billion Coupons on the securities

are payable semi-annually in arrears at rate of 8.75% annually

breach of minimum solvency levels at Fortis Bank Nederland Holdings would lead to an accelerated conversion using an

ACSM for unpaid coupons Because Fortis announced on 15 March 2009 not to declare dividend for the 2008 financial

year while there was also no interim dividend payment during 2008 Fortis Bank Nederland Holding is entitled to use this

discretion for the semi annual coupon payment that is scheduled on June 2009

The MCS will be converted mandatorily on December 2010 into number of Fortis shares that depends on the then

prevailing share price with minimum of 87822374 and maximumof 105386849 shares According to agreements

entered into between the parties Fortis Bank Nederland Holding should compensate Fortis by issuing new shares to Fortis

SNNV and Fortis N.y for the stock settlement at conversion this compensation is disputed by the Dutch State after it took

control over Fortis Bank Nederland Holding

At conversion of the MCS Fortis SNNV will record EUR billion increase of its equity against EUR billion receivable

for new Fortis Bank Nederland Holding shares to be received from Fortis Bank Nederland Holding In the event that the

Dutch State successfully disputes this claim Fortis SANV will need to record an impairment on this receivable subject to

the level of compensation that will be agreed upon



Fortis Capital Funding Trusts

The Fortis Capital Funding Trusts issued non-cumulative perpetual trust capital securities in 1999 guaranteed by ASR

Levensverzekering N.y and Fortis SANV and Fortis N.y of which EUR 50 million at quarterly fixed interest rate of 6.25%

per annum EUR 200 million at 5.5% fixed annual rate and EUR 400 million at three-month Euribor plus .30 ASH

announced on 26 March 2009 not to call the instrument at 26 April 2009 and instead will plan to exchange the instrument to

another instrument in the course of 2009 The coupon on the EUR 200 million tranche and the EUR 400 million tranche will

therefore change into three-month Euribor plus 2.30% The coupon payment is conditional on ASH Levensverzekering

keeping solvency ratio of at least 200% of the regulatory required minimum Because of these characteristics this

instrument classifies as part of regulatory capital at the level of ASR Levensverzekering N.y

This security is part of discontinued operations however the parental guarantee entails that if ASR Levensverzekering

breaches the mentioned minimum solvency level while Fortis would declare dividend Fortis SIVNV en Fortis N.y will be

held liable for the coupon payments during one year after declaration of such dividend without any possibility of recourse

against ASR Levensverzekering Fortis announced on 15 March 2009 not to pay dividend As long as Fortis does not

resume dividend payment no claims can be made against Fortis regardless the evolution of the solvency of ASR

Levensverzekering This contingent liability stops existing at the exchange of the instrument by ASR

Fortis Capital Company

Fortis Capital Company issued non-cumulative non-voting perpetual preference shares in 1999 with nominal value of

EUR 450 million which benefit from support agreement entered into by Fortis SA/NV and Fortis N.y and provide an

annual dividend of 6.25% until 29 June 2009 and if not called on such date at rate of 3-month Euribor 2.60%

thereafter Fortis Capital Company in turn on-lent the proceeds to Fortis Bank Nederland Holding NV in the form of

subordinated loan

The parental support agreement entails that as long as any of the supporting companies are paying dividend on ordinary

shares in any given financial year the supporting companies will make available to Fortis Capital Company such additional

funds as necessary to allow it to pay the dividend on the preference shares in case Fortis Bank Nederland Holding would

decide not to declare such dividend This would be the case if for solvency reasons Fortis Bank Nederland Holding

would not pay interest on the subordinated loan

Fortis Capital Company announced on 26 March 2009 not to call the instrument in 2009 As result of this decision holders

of these preference shares may either elect to stay in the instrument and receive coupon of months Euribor 26% or to

elect to exchange their shares for Fortis ordinary shares to be delivered by Fortis Following the election for exchange by the

holders of the preference shares Fortis Capital Company may decide that the preference shares will be redeemed against

cash to be delivered by Fortis instead of through delivery of Fortis ordinary shares provided that DNB and CBFA consent to

this cash redemption

Fortis is currently legally prevented from issuing new shares until two capital reductions which are proposed to the

shareholders meeting of 28 April 2009 have been approved and become effective Fortis is therefore not in position to

deliver new shares to Fortis Capital Company in the event that holders would elect for stock settlement and may need to

deliver cash or shares that are bought back from the market In line with what is foreseen in the underlying documentation

with the aim of maintaining the Tier capital of Fortis Bank Nederland Holding N.y if Fortis would be asked to fulfil its

commitments it is Fortis position that it is entitled to be compensated through delivery of subordinated loan preference or

ordinary shares of Fortis Bank Nederland Holding or any other compensation acceptable in the given circumstances

Fodis Bank Tier debt securities 2001

Fortis Bank issued EUR 1000 million redeemable perpetual cumulative coupon debt securities in 2001 which benefit from

support agreement entered into by Fortis SA/NV and Fortis N.y at an interest rate of 6.50% until 26 September 2011 and

3-month Eurobor 2.37% thereafter



The parental support agreement entails that if Fortis Banks solvency would drop below the threshold level or if Fortis Bank

so elects the coupon is satisfied via ACSM through the issue by Fortis of ordinary shares for which Fortis Bank would need

to compensate Fortis SNNV and Fortis N.y through the contribution in their capital of ordinary shares or profit-sharing

certificates issued by Fortis Bank

The support agreement gives bondholders the option in case Fortis Bank would not call the instrument in 2011 to ask

Fortis SNNV and Fortis NV to settle the principal amount of the instrument through the issue of Fortis shares In turn these

entities have the option to settle the principal amount on the securities in cash instead In both cases Fortis would be

compensated for this settlement through the receipt of the perpetual claim on Fortis Bank

Fortis Bank Tier debt securities 2004

Fortis Bank issued EUR 1000 million perpetual securities in 2004 which benefit from support agreement entered into by

Fortis SANV and Fortis N.y at an interest rate of 4.625% until 27 October 2014 and 3-month Eurobor 1.70% thereafter

The parental support agreement entails that if Fortis Banks solvency would drop below the threshold level or if Fortis Bank

so elects the coupon is satisfied via ACSM through the issue by Fortis of ordinary shares for which Fortis Bank would need

to compensate Fortis SIVNV and Fortis N.V through the contribution in their capital of ordinary shares issued by Fortis Bank

Fortis Hybrid Financing

In 2006 Fortis incorporated special purpose company named Fortis Hybrid Financing which issued securities which rank

pan passu among themselves and invested the proceeds thereof in instruments issued by any of the former Fortis

operating companies that qualified as solvency for these entities The securities issued by Fortis Hybrid Financing have the

benefit of support agreement and subordinated guarantee entered into by Fortis SNNV and Fortis N.V

Fortis Hybrid Financing issued EUR 500 million securities called Hybrone in 2006 at an interest rate of 5.125% until 20

June 2016 and 3-month Euribor 2.00% thereafter In 2008 it issued US$ 750 million securities called Nitsh at an interest

rate of 8.25% and EUR 625 million securities called Nitsh II at an interest rate of 8.0%

Under the support agreement Fortis SNNV and Fortis N.V are obliged to contribute to Fortis Hybrid Financing such funds

as necessary to allow it to pay the coupon in any year that Fortis declares dividend or alternatively to pay the coupon

through the ACSM instead if the former- Fortis fail to pay their coupons on their on-loans in cash

In case Fortis would breach regulatory minimum solvency levels or in case consolidated assets are less than the sum of

liabilities excluding liabilities not considered senior debt this coupon payment would be replaced by settlement through

ACSM

Other guaranteed senior debt securities

Debt securities issued by Fortis Finance under its Euro commercial Paper program and Euro Medium Term Note program

are jointly and severely guaranteed by Fortis SIVNV and Fortis N.V Outstandings under the commercial Paper program

amount to EUR 62 million at year end 2008 compared to EUR 1145 million year end 2007 Outstandings under the Euro

Medium Term Note program amounted to EUR 4752 million at year end 2008 compared to EUR 6276 million year end

2007

Debt securities issued by FGF Lux for an amount of EUR 474 million issued on 21 December 2001 also benefit from joint

and several guarantee of Fortis SANV and Fortis N.V

Under the terms of these debt securities the disposal by the guarantors in September and October 2008 of their banking

assets and material part of their insurance assets qualifies as an event of default allowing holders of the above securities

by written notice to the Issuers to declare the principal amount on their securities due and payable and to demand early

redemption including accrued interest If the issuers fail to pay such amounts declared due and payable the guarantors are

liable to pay the early redemption amounts including accrued interest



Contingent liabilities

Like any other financial institution Fortis is involved as 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 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 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

Some ongoing legal proceedings do not result in any immediate risk of monetary consequences for Fortis although it cannot

be ruled out that they could have such negative impact at later stage This is the case for the summary proceedings that

resulted in the appointment of experts in Belgium and the Netherlands to report on the September/October transactions for

the Belgian experts and on the financial situation of Fortis and the developments within Fortis since the offer on ABN AMRO

for the Dutch experts Depending on the findings of these ongoing expert investigations which in the case of the Dutch

investigation are not expected to be known before the end of 2009 there is risk that this could lead to new proceedings

for damages being initiated against Fortis at later stage

Other lawsuits brought against Fortis in Belgium the Netherlands and the US expose Fortis to the risk of being convicted to

pay monetary damages to compensate the shareholders for some of their losses suffered since September 2007

various proceedings have been initiated by individual shareholders and shareholder organizations in Belgium and the

Netherlands demanding the annulment of the decisions taken by the Fortis Board in September/October 2008 and of the

agreements signed on that basis or alternatively the payment of replacement monetary damages This concerns in

particular the proceedings started by number of individuals represented by Mr Modrikamen before the Brussels

Commercial Court and the proceedings started by number of individuals represented by Mr De Gier before the

Amsterdam Commercial Court In the event that any of these proceedings were to result in the annulment of part of the

decisions and agreements of September/October 2008 or the conviction of Fortis to pay replacement monetary

damages this could have severe negative impact on the financial position of Fortis

number of individuals represented by Mr De Gier have started proceedings before the Amsterdam Commercial Court

to obtain damages based on alleged misleading information in the week of 29 September 2008

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 January 28 2008 and October 2008

In respect of the current administrative and criminal investigations Fortis has at this stage insufficient precise information on

the scope and progress of such investigations to estimate the likelihood that this could result in any future liabilities

Whether any of the other currently threatened legal proceedings might effectively result in legal action or claim being

brought against Fortis and what impact such future actions if any might have on the financial position or prospects of Fortis

is currently unknown

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 payment will have

to be made by Fortis and when the amount can be reasonably estimated



Given the recent and continuously evolving nature as well as inherent uncertainties and complexity of such actions and

proceedings management is currently not in position to determine whether such claims are without merit or can be

successfully defended or whether the outcome of these actions may or may not result in significant loss in the Fortis

Consolidated Financial Statements While the likelihood that any such claims or proceedings effectively result in substantial

losses for Fortis cannot be ruled out such likelihood is considered small based on the assessment of the current situation

For the aforementioned reasons management is however not in the position to make any predictions as to the amounts of

any future losses nor to make any provisions in this respect

It is finally to be noted that due to the sale of all of its banking activities as well as its Dutch insurance activities in

September/October 2008 Fortis is no longer exposed to any risk in relation to
litigation involving any of such former

subsidiaries This includes the legal proceedings initiated in the Netherlands as mentioned in the notes to the Annual

Accounts 2007 concerning Groeivermogen products equity lease products and relating to the sale of life insurance policies

with an investment component beleggingsverzekeringen

With regard to issuance of hybrid instruments of former group companies Fortis SNNV and Fortis N.y granted various

sorts of guarantees and entered into commitments that may have an effect dependent on the occurrence of certain events

Because of the technical background of the consequences of these events we included this information in chapter 29

Subordinated liabilities sorted by hybrid instrument

Related Parties

2008 2007

Relationships with affiliated companies and companies in which the

company holds participating interests

Affiliated companies

Financial fixed assets 4092 28005

Participating interests 4092 28005

Amounts receivable

Short-term investments

Amounts payable



Affiliated companies

2008 2007

Personal and collateral security provided or irrevocably pledged by the company

by way of surety for amounts payable by or commitments of affiliated companies 7629 9725

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
1180 1840

Income from current assets

Other financial income

Interest in respect of amounts
paysble

Other financial charges
15

Realisatiori 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

2008

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 single identifiable person

managing directors and managers

former managing directors and former managers

2008

Fees of the statutory auditors

Fees for exceptional performances or particular assignments within the company

Other assignments

Tax sdvisory assignments

Assignments other than the statutory audit

Fees for exceptional proiects 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 of the Company Law

Exception to the rule 11 Fortis S/VNV is not bound to the rule 11 because the Fortis consortium to which Fortis SNNV
belongs is audited by common overall audit In addition the audit committee of the Fortis consortium follows systematic

approach for the approval of requests for particular or exceptional audit assignments



Summary of valuation principles

Incorporation expenses

Expenses relating to capital increase or an issue of shares and convertible and non-convertible notes are amortised over

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

These items 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 SNNV does not employ any staff as at 31 December 2008



Information on the Consolidated Financial Statements

Together with Fortis N.y 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 groups two registered offices at Rue Royale 20

1000 Brussels Belgium and Archimedeslaan 3584 BA Utrecht the Netherlands

Appropriation of profit

Fortis SNNV in Belgium and Fortis N.y in the Netherlands together form the holding companies of Fortis The listed shares

of Fortis SA/NV and Fortis N.y were twinned at the end of 2001 to form new listed security the Fortis share One Fortis

share comprises one ordinary share of Fortis S/VNV and one ordinary share of Fortis NV including all the rights attached to

those shares such as voting rights and dividend rights

Fortis SA/NV and Fortis N.y pursue the same dividend policy and shareholders may elect to receive dividend either from

Fortis SANV or from Fortis N.y Shareholders have to state their preferred source of dividend on dividend election form

that is not available until after the Annual General Meetings of Fortis SA/NV and Fortis N.y

Since shareholders cannot elect the source of their dividend payment until after the Annual General Meeting it is impossible

for Fortis SIVNV to present to this Annual General Meeting annual accounts after appropriation of dividend Because of this

the Minister has given permission for the company annual accounts for 2008 and the years thereafter to be drawn up before

appropriation of profit



Fortis N.V
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Balance sheet

before appropriation of profit

31 December 2008 31 December 2007

Assets

Financial 8xed assets

Participating interests in group companies 3483 16692

Current assets

Receivables from group companies

Other receivables and accrued interest

Cash and cash equivalents
42 54

3525 16750

Liabilities

Shareholders equity

Capital paid-up and called-up
1057 994

Sharepremiumreserve 14275 13599

Unrealised gains and losses 11475 2304

Legal reserve participating interests
94 74

Other reserves 3666 2241

Retained resut current financial year
14.099 2138

3518 16742

Current Uabilities

Liabilities to group companies

Other payables and accrued liabilities

3525 16750



Income Statement

2008 2007

Profit from group companies 14101 2135

Other results after taxation

Net profit 14099 2138



Explanatory notes to the balance sheet and income statement

General

Fortis is company with global presence

The Fortis Consolidated Financial Statements 2008 have been prepared in accordance with International Financial Reporting

Standards IFRS as adopted by the European Union In accordance with section 2362 subsection of the Netherlands

Civil Code the Board of Directors of Fortis N.y 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.y has applied article 2402 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 SNNV and the 50% share in Fortis Utrecht NV as of year end 2008

and year end 2007 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



Movements in the balance sheet items are as follows

2008 2007

Balance as at January 16692 10390

Capital increases 1250 8475

Share of profit from participating interests 14101 2135

Dividend received 1195 1505

Revaluation of participating interests 867 2544

Foreign exchange differences 38 98

Other changes 161

Balance as at 31 December 3483 16692

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 Dutch or Belgian sourced dividend In connection

with this choice the dividend paid by Fortis Utrecht NV and Fortis Brussels SIVNV 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 term shorter than one year

Other receivables and accrued interest

This item concerns amounts to be received from operating companies relating to option plans receivable from the tax

authorities regarding advances on dividend tax claims on ADRs and interest to be received on liquid assets All receivables

have maturity shorter than one year

Gash and cash equivalents

cash and cash equivalents are carried at nominal value and are fully at the free disposal of the company

Shareholders equity

Shareholders equity

Movements in Shareholders equity are as follows

2008 2007

Balance as at January 16742 10426

Capital increases
739 7818

Profit 14099 2138

Revaluation of participating interests including foreign exchange differences 837 2802

Otherchanges 15

Dividend paid 700 825

Balance as at 31 December 3518 16742

Fortis N.V has 50% interest in Fortis through its 50% interest in Fortis utrecht and Fortis Brussels The shareholders

equity of Fortis N.y equals approximately 50% of Fortiss consolidated shareholders equity Discrepancies arise through

differences in the assets and liabilities of Fortis N.V and Fortis SNNV

The capital increases are net of the cost of issuance of shares 2008 EUR 11 million 2007 EUR 110 million



Capital paid-up and called-up

Movements in paid-up and called-up capital are as follows

Capital paid-up and called-up aa at January 2007 1342815545 sharea 564

laaue of 1023779952 ahares 430

Capital paid-up and called-up as at 31 December 2007 2366595497 shares 994

lsaue of 150061758 aharea 63

Capital paid-up and called-up as at 31 December 2008 2516657248 shares 1057

The authorised capital amounts to EUR 1948800000 divided into 1820000000 Preference Shares and 2820000000

Twinned Shares each with nominal value of EUR 0.42 At 31 December 2008 2516657248 twinned shares are issued

and fully paid up At 31 December 2008 no Preference Shares are issued

On May 2002 39682540 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 As these shares carry

no voting rights and no dividend rights this repurchase is considered to have no economic value Further information on

FRESH securities is provided in note 29 of the Fortis Consolidated Financial Statements

Fortis N.y issue on 26 June 2008 150.000.000 new shares and Fortis N.y issued in 2008 61758 new shares relating to

option plans for Fortis employees

Fortis N.y issued on 19 December 2007 125313283 new shares in the amount of EUR 12 billion as part of the issue of

CASHES undated floating rate convertible and subordinated hybrid equity-linked securities for which Fortis N.y is Co

obligor These shares were repurchased by Fortis Bank SANV As these shares carry no voting rights and no dividend

rights this repurchase is considered to have no economic value Further information on CASHES securities is provided in

note 29 of the Fortis Consolidated Financial Statements

An option was granted to Stichting Continulteit Fortis to acquire Fortis N.y preference shares More information about

Preference shares can be found in note of the Fortis Consolidated Financial Statements

Fortis N.y has asked the Board of Stichting Continulteit to decide to discontinue and liquidate Stichting Continulteit Fortis in

2009 as due to the recent developments and the significant changes in the organisation of the Fortis Group it is no longer in

the interest of Fortis to keep the Stichting in place The Board of Stichting Continuiteit has agreed with this proposal

Consequently the Stichting Continulteit has been discontinued on 13 March 2009

Share premium reserve

Movements in Share premium reserve are as follows

Balance as at January 2007 6211

Amounta received from group companiea for optiona 10

laaue of 1023779952 aharea 7378

Balance as at 31 December 2007 13599

Amounta received from group companiea for options

laaue of 150061756 aharea 675

Balance as at 31 December 2008 14275

In 2008 and 2007 number of operating companies of Fortis granted options on Fortis shares to employees The options

were covered by Fortis SNNV and Fortis N.y 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 reserve related to the revaluation of participating interests Movements in the Unrealised gains and losses

reserve are as follows

Balance as at January 2007 337

Changes in 2007 2641

Balance as at 31 December 2007 2304

Changes in 2008 829

Balance as at 31 December 2008 1475

Legal Reserve participating interests

This is reserve for

unrealised gains from associates and joint ventures which are recognised in the income statement and for which there is

no liquid market

retained earnings from associates and joint ventures

Balance as at January 2007 64

Changes in 2007 10

Balance as at 31 December 2007 74

Changes in 2008 20

Balance as at 31 December 2008 94

Other reserves

Movements in Other reserves are as follows

Balance as at January 2007 1065

From profit appropriation 2006 2187

Dividend 2006 416

Interim dividend 2007 409

Changes in legal reserve participating interests 10

Acquisition of own shares 15

Otherchanges 161

Balance as at 31 December 2007 2241

From profit appropriation 2007 2.138

Dividend 2007 663

Additional amounts related to CASHES and FRESH 37

Changes in legal reserve participating interests 20

Acquisition of own shares

Other changes

Balance as at 31 December 2008 3666

Other changes relate to the valuation of participating interests See the note on the item Participating interests in group

companies

In 2008 FUR 37 million is paid related to Co-obligership of Fortis NV of the GASHES and the FRESH



Retained result current financial year

Movements in the retained profit current financial year are as follows

Balance as at January 2007 2187

Profit appropriation 2187
Profit current financial year 2138

Balance as at 31 December 2007 2138

Profit appropriation 2138
Reault current financial year 14099

Balance as at 31 December 2008 14099

Current liabilities

Other ilabilities

This item concerns short-term debt to group company

Option plans

description of the option plans on the shares of Fortis N.y is included in the notes 10 and 11 of the Fortis Consolidated

Financial Statements

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 and interest expenses on receivables from and debts

In 2008 an amount of EUR 37 million was paid related to Fortis NV being co-obliger of the FRESH and the CASHES

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 NV has extended 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.y guarantee concerns the current commitments arising out of policies issued by the previously mentioned

Institute on behalf of Bishopsgate and for Bishopsgates commitments to the Institute

Fortis former- operating entities issued number of hybrid instruments and senior debt securities that create contingent

liability for Fortis NV and Fortis SNNV because these parent companies acted as guarantor co-obligor or provided

support agreements The following chapters describe the contingent liabilities linked to these instruments



FRESH

On May 2002 Fortfinlux S.A issued undated Floating Rate Equity-linked Subordinated Hybrid capital securities FRESH
with nominal amount of EUR 1250 million Coupons on the securities are payable quarterly in arrears at variable rate of

month Euribor .35%

FRESH is issued by Fortfinlux S.A with Fortis SANV and Fortis N.y acting as Co-obligors

In the event that dividends are not paid on the Fortis shares or that the dividends to be declared are below threshold with

respect to any financial year dividend yield 05% and in certain other exceptional circumstances payments of coupons

are made in accordance with so called Alternative Coupon Satisfaction Method ACSM The ACSM implies that new Fortis

shares will be issued and subsequently sold in the market and the proceeds will be used to satisfy the coupon payment to

bondholders If the ACSM is triggered and there is insufficient available authorised capital to settle the ACSM obligation the

coupon settlement is postponed up to the moment that the ability to issue shares is restored Because of these

characteristics FRESH is treated as part of regulatory Tier capital

Fortis announcement on 15 March 2009 not to declare dividend for the 2008 financial year triggered the ACSM on the

FRESH which will apply on the full quarterly coupon periods after this date the first ranging from May up to August

2009 This mandatory ACSM to satisfy coupons will last until Fortis announcement to resume an interim- dividend payment

again

To use the ACSM Fortis needs to issue new shares Fortis also announced on 15 March 2009 that issuance of new shares

by the Board of Directors out of the authorised capital will only be possible after the shareholders have passed resolutions

approving the proposals to reduce the capital of Fortis SA/NV with due regard for the two month waiting period and

provided that Fortis shares are then trading higher than EUR 0.84 This implies that the quarterly coupon payments are

postponed from the above period until the moment that the above conditions are met Fortis will first have to satisfy the

postponed coupon payments using ACSM before it can resume dividend payment There is no accrued interest

applicable on the postponed ACSM coupons

The FRESH has no maturity date but may be exchanged into Fortis shares at price of EUR 31 .50 per share at the

discretion of the holder From May 2009 the bonds will be automatically exchanged 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

CASHES

On 19 December 2007 Fortis Bank nv-sa issued Convertible And Subordinated Hybrid Equity-linked Securities CASHES
with nominal amount of EUR billion Coupons on the securities are payable quarterly in arrears at variable rate of

month Euribor 2.0%

When the CASHES were issued Fortis SA/NV and Fortis NV issued 125313283 shares for total amount of EUR 2.35

billion and placed these shares at third party with the proceeds of this issue Fortis recapitalized Fortis Bank nv-sa In

second step Fortis Bank in turn used the proceeds of this recapitalisation to buy these shares from the third party In third

step Fortis Bank issued EUR billion CASHES with Fortis SA/NV and Fortis NV acting as co-obligors This instrument will

only be reimbursed by Fortis Bank by exchanging them against the acquired Fortis shares the principal amount of the

securities will not be repaid in cash The underlying Fortis shares are the only recourse for the holders of the CASHES Fortis

Bank pledged these shares in favour of the holders



CASHES is issued by Fortis Bank nv-sa with Fortis S/VNV and Fortis N.y acting as Co-obligors In the event that dividends

are not paid on the Fortis shares or that the dividends to be declared are below threshold with respect to any financial

year dividend yield 05% and in certain other circumstances payments of coupons are made in accordance with so

called ACSM see 29.1 If the ACSM is triggered and there is insufficient available authorised capital to settle the ACSM

obligation the coupon settlement is postponed up to the moment that the ability to issue shares is restored Because of

these characteristics the FUR 650 million difference between the initial value of the Fortis shares and the issued principal

amount of CASHES representing the exchange option premium is treated as regulatory Tier capital at the level of Fortis

Bank

Fortis announcement on 15 March 2009 not to declare dividend for the 2008 financial year triggered the ACSM on the

CASHES which will apply on the full quarterly coupon periods after this date the first ranging from 20 March up to 19 June

2009 This mandatory ACSM to satisfy coupons will last until Fortis announcement to resume an interim- dividend payment

again To use the ACSM Fortis needs to issue new shares Fortis also announced on 15 March 2009 that issuance of new

shares by the Board of Directors out of the authorised capital will only be possible after the shareholders have passed

resolutions approving the proposals to reduce the capital of Fortis SNNV with due regard for the two month waiting period

and provided that Fortis shares are then trading higher than EUR 0.84 This implies that the quarterly coupon payments are

postponed from the above period until the moment that the above conditions are met Fortis will first have to satisfy the

postponed coupon payments using ACSM before it can resume dividend payment There is no accrued interest

applicable on the postponed ACSM coupons

The CASHES have no maturity date but may be exchanged into Fortis shares at price of FUR 23.94 per share at the

discretion of the holders From 19 December 2014 the bonds will be automatically exchanged 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

MCS

On December 2007 Fortis Bank Nederland Holding with Fortis Bank nv-sa Fortis SNNV and Fortis N.y acting as co

obligors issued Mandatory Convertible Securities MCS with nominal amount of EUR billion Coupons on the securities

are payable semi-annually in arrears at rate of 8.75% annually

breach of minimum solvency levels at Fortis Bank Nederland Holdings would lead to an accelerated conversion using an

ACSM for unpaid coupons Because Fortis announced on 15 March 2009 not to declare dividend for the 2008 financial

year while there was also no interim dividend payment during 2008 Fortis Bank Nederland Holding is entitled to use this

discretion for the semi annual coupon payment that is scheduled on June 2009

The MCS will be converted mandatorily on December 2010 into number of Fortis shares that depends on the then

prevailing share price with minimum of 87822374 and maximumof 105386849 shares According to agreements

entered into between the parties Fortis Bank Nederland Holding should compensate Fortis by issuing new shares to Fortis

SNNV and Fortis N.y for the stock settlement at conversion this compensation is disputed by the Dutch State after it took

control over Fortis Bank Nederland Holding

At conversion of the MCS Fortis N.y will record FUR billion increase of its equity against EUR billion receivable for

new Fortis Bank Nederland Holding shares to be received from Fortis Bank Nederland Holding In the event that the Dutch

State successfully disputes this claim Fortis N.y will need to record an impairment on this receivable subject to the level of

compensation that will be agreed upon



Forlis Capital Funding Trusts

The Fortis Capital Funding Trusts issued non-cumulative perpetual trust capital securities in 1999 guaranteed by ASR

Levensverzekering N.y and Fortis SNNV and Fortis N.y of which EUR 50 million at quarterly fixed interest rate of 6.25%

per annum EUR 200 million at 5.5% fixed annual rate and EUR 400 million at three-month Euribor pIus .30 ASR

announced on 26 March 2009 not to call the instrument at 26 April 2009 and instead plans to exchange the instrument with

another instrument in the course of 2009 The coupon on the EUR 200 million tranche and the FUR 400 million tranche

therefore will change into three-month Euribor plus 2.30%

This security is part of discontinued operations however the parental guarantee entails that if ASR Levensverzekering

breaches the mentioned minimum solvency level while Fortis would declare dividend Fortis S/VNV en Fortis N.y will be

held liable for the coupon payments during one year after declaration of such dividend without any possibility of recourse

against ASR Levensverzekering Fortis announced on 15 March 2009 not to pay dividend As long as Fortis does not

resume dividend payment no claims can be made against Fortis regardless the evolution of the solvency of ASR

Levensverzekering This contingent liability stops existing at the exchange of the instrument by ASR

Fortis Capital Company

Fortis Capital Company issued non-cumulative non-voting perpetual preference shares in 1999 with nominal value of

EUR 450 million which benefit from support agreement entered into by Fortis SNNV and Fortis N.y and provide an

annual dividend of 6.25% until 29 June 2009 and if not called on such date at rate of 3-month Euribor 2.60%

thereafter Fortis Capital Company in turn on-lent the proceeds to Fortis Bank Nederland Holding N.y in the form of

subordinated loan

The parental support agreement entails that as long as any of the supporting companies are paying dividend on ordinary

shares in any given financial year the supporting companies will make available to Fortis Capital Company such additional

funds as necessary to allow it to pay the dividend on the preference shares in case Fortis Bank Nederland Holding would

decide not to declare such dividend This would be the case if for solvency reasons Fortis Bank Nederland Holding

would not pay interest on the subordinated loan

Fortis Capital Company announced on 26 March 2009 not to call the instrument in 2009 As result of this decision holders

of these preference shares may either elect to stay in the instrument and receive coupon of months Euribor 26% or to

elect to exchange their shares for Fortis ordinary shares to be delivered by Fortis Following the election for exchange by the

holders of the preference shares Fortis Capital Company may decide that the preference shares will be redeemed against

cash to be delivered by Fortis instead of through delivery of Fortis ordinary shares provided that DNB and CBFA consent to

this cash redemption

Fortis is currently legally prevented from issuing new shares until two capital reductions which are proposed to the

shareholders meeting of 28 April 2009 have been approved and become effective Fortis is therefore not in position to

deliver new shares to Fortis Capital Company in the event that holders would elect for stock settlement and may need to

deliver cash or shares that are bought back from the market In line with what is foreseen in the underlying documentation

with the aim of maintaining the Tier capital of Fortis Bank Nederland Holding N.y if Fortis would be asked to fulfil its

commitments it is Fortis position that it is entitled to be compensated through delivery of subordinated loan preference or

ordinary shares of Fortis Bank Nederland Holding or any other compensation acceptable in the given circumstances



Fortis Bank Tier debt securities 2001

Fortis Bank issued EUR 1000 million redeemable perpetual cumulative coupon debt securities in 2001 which benefit from

support agreement entered into by Fortis SVNV and Fortis N.y at an interest rate of 6.50% until 26 September 2011 and

3-month Eurobor 2.37% thereafter

The parental support agreement entails that if Fortis Banks solvency would drop below the threshold level or if Fortis Bank

so elects the coupon is satisfied via ACSM through the issue by Fortis of ordinary shares for which Fortis Bank would need

to compensate Fortis SVNV and Fortis N.y through the contribution in their capital of ordinary shares or profit-sharing

certificates issued by Fortis Bank

The support agreement gives bondholders the option in case Fortis Bank would not call the instrument in 2011 to ask

Fortis SNNV and Fortis N.y to settle the principal amount of the instrument through the issue of Fortis shares In turn these

entities have the option to settle the principal amount on the securities in cash instead In both cases Fortis would be

compensated for this settlement through the receipt of the perpetual claim on Fortis Bank

Fortis Bank Tier debt securities 2004

Fortis Bank issued EUR 1000 million perpetual securities in 2004 which benefit from support agreement entered into by

Fortis SANV and Fortis N.y at an interest rate of 4.625% until 27 October 2014 and 3-month Eurobor .70% thereafter

The parental support agreement entails that if Fortis Banks solvency would drop below the threshold level or if Fortis Bank

so elects the coupon is satisfied via ACSM through the issue by Fortis of ordinary shares for which Fortis Bank would need

to compensate Fortis SNNV and Fortis N.y through the contribution in their capital of ordinary shares issued by Fortis Bank

Fortis Hybrid Financing

In 2006 Fortis incorporated special purpose company named Fortis Hybrid Financing which issued securities which rank

pan passu among themselves and invested the proceeds thereof in instruments issued by any of the former Fortis

operating companies that qualified as solvency for these entities The securities issued by Fortis Hybrid Financing have the

benefit of support agreement and subordinated guarantee entered into by Fortis S/VNV and Fortis N.y

Fortis Hybrid Financing issued EUR 500 million securities called Hybrone in 2006 at an interest rate of 5.125% until 20

June 2016 and 3-month Euribor 2.00% thereafter In 2008 it issued US$ 750 million securities called Nitsh at an interest

rate of 8.25% and EUR 625 million securities called Nitsh II at an interest rate of 8.0%

Under the support agreement Fortis S/VNV and Fortis N.y are obliged to contribute to Fortis Hybrid Financing such funds

as necessary to allow it to pay the coupon in any year that Fortis declares dividend or alternatively to pay the coupon

through the ACSM instead if the former- Fortis fail to pay their coupons on their on-loans in cash

In case Fortis would breach regulatory minimum solvency levels or in case consolidated assets are less than the sum of

liabilities excluding liabilities not considered senior debt this coupon payment would be replaced by settlement through

ACSM

Other guaranteed senior debt securities

Debt securities issued by Fortis Finance under its Euro Oommercial Paper program and Euro Medium Term Note program

are jointly
and severely guaranteed by Fortis SA/NV and Fortis NV Outstandings under the commercial Paper program

amount to EUR 62 million at year end 2008 compared to FUR 1145 million year end 2007 Outstandings under the Euro

Medium Term Note program amounted to EUR 4752 million at year end 2008 compared to EUR 6276 million year end

2007

Debt securities issued by FGF Lux for an amount of EUR 474 million issued on 21 December 2001 also benefit from joint

and several guarantee of Fortis SANV and Fortis N.y



Under the terms of these debt securities the disposal by the guarantors in September and October 2008 of their banking

assets and material part of their insurance assets qualifies as an event of default allowing holders of the above securities

by written notice to the Issuers to declare the principal amount on their securities due and payable and to demand early

redemption including accrued interest If the issuers fail to pay such amounts declared due and payable the guarantors are

liable to pay the early redemption amounts including accrued interest

Contingent liabilities

Like any other financial institution Fortis is involved as 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 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 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

Some ongoing legal proceedings do not result in any immediate risk of monetary consequences for Fortis although it cannot

be ruled out that they could have such negative impact at later stage This is the case for the summary proceedings that

resulted in the appointment of experts in Belgium and the Netherlands to report on the September/October transactions for

the Belgian experts and on the financial situation of Fortis and the developments within Fortis since the offer on ABN AMRO

for the Dutch experts Depending on the findings of these ongoing expert investigations which in the case of the Dutch

investigation are not expected to be known before the end of 2009 there is risk that this could lead to new proceedings

for damages being initiated against Fortis at later stage

Other lawsuits brought against Fortis in Belgium the Netherlands and the US expose Fortis to the risk of being convicted to

pay monetary damages to compensate the shareholders for some of their losses suffered since September 2007

various proceedings have been initiated by individual shareholders and shareholder organizations in Belgium and the

Netherlands demanding the annulment of the decisions taken by the Fortis Board in September/October 2008 and of the

agreements signed on that basis or alternatively the payment of replacement monetary damages This concerns in

particular the proceedings started by number of individuals represented by Mr Modrikamen before the Brussels

Commercial Court and the proceedings started by number of individuals represented by Mr De Gier before the

Amsterdam Commercial Court In the event that any of these proceedings were to result in the annulment of part of the

decisions and agreements of September/October 2008 or the conviction of Fortis to pay replacement monetary

damages this could have severe negative impact on the financial position of Fortis

number of individuals represented by Mr De Gier have started proceedings before the Amsterdam Commercial Court

to obtain damages based on alleged misleading information in the week of 29 September 2008

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 January 28 2008 and October 2008

In respect of the current administrative and criminal investigations Fortis has at this stage insufficient precise information on

the scope and progress of such investigations to estimate the likelihood that this could result in any future liabilities

Whether any of the other currently threatened legal proceedings might effectively result in legal action or claim being

brought against Fortis and what impact such future actions if any might have on the financial position or prospects of Fortis

is currently unknown



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 payment will have

to be made by Fortis and when the amount can be reasonably estimated

Given the recent and continuously evolving nature as well as inherent uncertainties and complexity of such actions and

proceedings management is currently not in position to determine whether such claims are without merit or can be

successfully defended or whether the outcome of these actions may or may not result in significant loss in the Fortis

Consolidated Financial Statements While the likelihood that any such claims or proceedings effectively result in substantial

losses for Fortis cannot be ruled out such likelihood is considered small based on the assessment of the current situation

For the aforementioned reasons management is however not in the position to make any predictions as to the amounts of

any future losses nor to make any provisions in this respect

It is finally to be noted that due to the sale of all of its banking activities as well as its Dutch insurance activities in

September/October 2008 Fortis is no longer exposed to any risk in relation to litigation involving any of such former

subsidiaries This includes the legal proceedings initiated in the Netherlands as mentioned in the notes to the Annual

Accounts 2007 concerning Groeivermogen products equity lease products and relating to the sale of life insurance policies

with an investment component beleggingsverzekeringen

With regard to issuance of hybrid instruments of former group companies Fortis SANV and Fortis N.y granted various

sorts of guarantees and entered into commitments that may have an effect dependent on the occurrence of certain events

Because of the technical background of the consequences of these events we included this information in chapter 29

Subordinated liabilities sorted by hybrid instrument

Utrecht 30 March 2009

Board of Directors



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 no dividend for 2008 2007 EUR .29



Stichting Continulteit Fortis

The Board of Directors of the Stichting Continulteit Fortis SCF has decided to discontinue and liquidate the SCF as per 13

March 2009 after prior approval of the Board of Directors of Fortis NV Due to the recent developments and the significant

changes in the organization of the Fortis Group it was deemed no longer in the interest of Fortis to maintain the corporate

structure set up around the SCF

The purpose of the SCF was to guarantee the continuity and to maintain the identity of Fortis N.y and more in general the

companies belonging to the Fortis Group To achieve this goal the SCF had entered into call option agreement enabling it

to subscribe to preferred shares in the share capital of Fortis N.y and to exercise so the rights attached to such shares

including the voting right This agreement between Fortis NV and the Stichting has been terminated

As result of the liquidation surplus value of EUR 3.4 million in net equity will be transferred to Fortis N.y

Utrecht 13 March 2009

Fortis NV Stichting Continulteit Fortis

Board of Directors Board

RenØ Mannekens Chairman

Mick den Boogert Chairman

Dick Bouma

Paul Buysse



Other information



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 Risk

management refer to future expectations and other forward-looking perceptions that are based on managements 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

general economic conditions particularly in our core market Belgium

changes in interest rates and the performance of financial markets

the frequency and severity of insured loss events

mortality morbidity and persistency levels and trends

foreign exchange rates including euro US dollar exchange rate

changes in competitive and pricing environments including increasing competition in Belgium

changes in domestic and foreign legislation regulations and taxes

regional or general changes in asset valuations

occurrence of significant natural or other disasters

inability to economically reinsure certain risks

adequacy of loss reserves

regulatory changes relating to the insurance investment and/or securities industries

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

general competitive factors on global regional and/or national scale



Availability of company documents for public inspection

The Articles of Association of Fortis SNNV and Fortis N.y can be inspected at the Registry of the Commercial Court in

Brussels Fortis SNNV at the Chamber of Commerce in Utrecht Fortis NV and at the companies registered offices

The Financial Statements are filed with the National Bank of Belgium Fortis SANV and the Chamber of Commerce in

Utrecht Fortis N.y. Resolutions on the reelection and removal of Fortis Board Members are published in annexes to the

Belgian Law Gazette Fortis SNNV the Euronext Amsterdam Daily Official List Fortis N.y 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 sharehoders and investors

Listed shares

Fortis shares are currently listed on Euronext Brussels NYSE Euronext Amsterdam and the Luxembourg Stock Exchange

Fortis also has sponsored ADR-programme in the United States Fortis SANV WPR strips are listed only on

Euronext Brussels

Types of shares

Shares in Fortis may be registered or bearer shares



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 procedure for the rapid dematerialisation of shares

facilitating rapid delivery Please refer to the Fortis Governance Statement for more details or contact

Corporate Administration

Fortis SAINV

Rue Royale 20 1000 Brussels Belgium

Tel 322565.5418 or 322 565.5423

Fax 32 565.2384

Or

Board of Directors Secretariat

Fortis N.y

P.O Box 2049 3500 GA Utrecht Netherlands

Tel 31 30 226 3655

Fax 31 30 226 9838

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

personal invitation to attend the AGMs and encloses the agenda proposed resolutions and form by means of which

shareholders can nominate 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



Glossary and abbreviations

Amortised cost

The amount at which 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

bond or note backed by loan paper not being mortgages or accounts receivable

Associate

company in which Fortis has significant influence but which it does not control

Basis point bp
One hundredth of percentage point 0.01

Cash-flow hedge

hedge to mitigate the exposure to variability in cash flows of recognised asset or liability or forecasted transaction that

is attributable to changes 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 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 capital

Credit spread

The yield differential between government bonds and corporate bonds or credits

Custody

An agreement usually between an investor and bank or possibly an agent or 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 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

financial instrument such as swap forward future contract and an option both written and purchased This financial

instrument has value that changes in response to changes in various underlying variables It requires little or no net initial

investment and is settled at future date

Disability insurance

Insurance against the financial consequences of long-term disability

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 risk premium that reflects the extra return investors demand for the risk that the cash flow might not

materialise after all



Discretionary participation feature

contractual right to receive as supplement to guaranteed benefits additional benefits

that are likely to be significant portion of the total contractual benefits whose amount or timing is contractually at the

discretion of the issuer and that are contractually based on the performance of specified pooi of contracts or

specified type of contract ii realised and/or unrealised investment returns on specified pool 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

derivative instrument that is embedded in another contract the host contract The host contract might be debt or

equity instrument lease an insurance contract or 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

Factoring

form of corporate financing in which company transfers outstanding debts to factoring company that for fee

assumes responsibility for the debtor records risk coverage and financing

Fair value

The amount for which an asset liability can be bought incurred or sold settled between knowledgeable willing parties in

an arms length transaction

Fair value hedge

hedge of an exposure to changes in the fair value of recognised asset or liability or portion thereof or firm

commitment The exposure is attributable to particular risk and will affect reported net income

Finance lease

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 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

Gross written premiums

Total premiums whether or not earned for insurance contracts written or assumed during 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 used as standard for all listed companies within the European Union as of

January 2005 to ensure transparent and comparable accounting and disclosure

Impairment

decline in value whereby the carrying amount of the asset exceeds the recoverable amount In such case the carrying

amount will be reduced to its recoverable amount through the income statement



Insurance contract

contract under which one party Fortis accepts significant insurance risk from another party the policyholder by agreeing

to compensate the policyholder if specified uncertain future event adversely affects the policyholder

Investment contract

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 Chins Yuan Renminbi

DKK Denmark Kroner

GBP Brdain United Kingdom Pounds

JPY Japan Yen

MYR Malaysia Ringgits

SEK Sweden Kronor

THB Thailand Baht

TRY Turkey New Lira

TVVD Taiwan New Dollars

USD United States of America Dollars

ZAR South Africa Rand

Joint venture

contractual arrangement whereby two or more parties undertake an economic activity that is subject to joint control

Macro hedge

hedge used to eliminate the risk of portfolio of assets

Market capita//sat/on

Value attributed to the company by the stock market Market capitaisation corresponds to the number of shares

outstanding multiplied by the share price at given time

Net-investment hedge

hedge used to reduce the financial risks of reporting entitys share in the net assets of foreign entity by entering into

transactions that give an offsetting risk profile

Notional amount

Amount of currency units number of shares number of units of weight or volume or other units specified in derivative

contract

Operating lease

contract that allows the use of an asset against periodic payments but does not convey rights similar to legal ownership of

the asset and where the financial risks related to the asset are with the issuer of the lease contract



Operating margth

Operating income divided by net premium Operating income is the profit or loss stemming from all operations including

underwriting and investments

Option

privilege sold by one party to another that offers the buyer the right but not the obligation to buy call or sell put

security at an agreed-upon price during certain period of time or on specific date

Private equity

Equity securities of companies that are not listed on public exchange Investors looking to sell their stake in private

company have to find buyer in the absence of marketplace

Provision

Provisions are liabilities involving uncertainties in the amount or timing of payments Provisions are recognised if there is

present obligation to transfer economic benefits such as cash flows as result of past events and reliable estimate can

be made at the balance sheet date

Qualifying capital

The liability components that qualify as Tier capital equity under banking solvency regulations

Reverse repurchase agreement

The purchase of securities with an agreement to resell them at higher price at specific future date

Shadow accounting

According to IFRS an insurer is permitted but not required to change its accounting policies so that 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

loan of 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 particular security to earn enhanced returns

Structured Credit Instruments

Securities created by repackaging cash flows from financial contracts and encompassing asset-backed securities ABS
mortgage-backed securities MBS and collaterised debt obligations CDOs

Subordinated bond loan

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

Suretyship

bond issued by an entity on behalf of second party guaranteeing that the second party will fulfil an obligation or series of

obligations to third party In the event that the obligations are not met the third party will recover its losses via the bond

Tier ratio

Core capital of bank expressed as percentage of the risk-weighted balance sheet total

Trade date

The date when Fortis becomes party to the contractual provisions of 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 premium or gross profit recognition period of the policies acquired

VaR

Abbreviation of value at risk technique which uses the statistical analysis of historical market trends and volatilities to

estimate the likelihood that given portfolios losses will exceed certain amount

Venture capital

In general it refers to financing provided by investors to start-up firms and small businesses with perceived

long-term growth potential

Abbreviations

AFS Available for sale

ALM Asset and liabitty management

CASHES Convertible and Subordinated Hybrid Equity-linked Securities

CDS Credit default swap

CGU Cash generating unit

OFF Discretionary participation features

EPS
Earnings per share

Euribor Euro inter bank offered rate

Ev Embedded value

FRESH Floating rate equity linked subordinated hybrid bond

HTM Held to maturity

IBNR Incurred but not reported

IFRIC International Financial Reporting Interpretations Committee

IFRS International Financial Reporting Standards

LAT Liability adequacy test

MCS Mandatory Convertible Securities

OTC Over the counter

RPN Relative Performance Note

sv Special Purpose vehicle



Together with the 2008 Fortis Annual Review and the Auditors Reports to the Fortis Financial Statements 2008 these

Financial Statements constitute the Annual Report of Fortis The Financial Statements contain the Fortis Consolidated

Financial Statements the Fortis S/VNV Financial Statements and the Fortis N.y Financial Statements

Fortis and Fortis SAJNV Rue Royale 20 1000 Brussels Belgium

Telephone 32 02 510 52 11 Fax 32 02 510 56 30

Fortis and Fortis NV Archimedeslaan 3584 BA Utrecht the Netherlands

Telephone 31 030 226 62 22 Fax 31 030 226 98 38

Internet address www.fortis.com E-mail address info@fortis.com
FSC



Together the Annual Review 2008 and the Financial Statements 2008 constitute the Annual Report of

Fortis The Financial Statements contain the financial statements of Fortis and the statutory accounts

of Fortis SNNV and Fortis N.y 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 graag het Jaaroverzicht 2008 in het Nederlands Het Jaaroverzicht

2008 en de Jaarrekeningen 2008 vormen samen het Jaarverslag van Fortis Het deel Jaarrekeningen

bevat de jaarrekening van Fortis en de statutaire jaarrekening van Fortis SANV en Fortis N.y

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 heeft alles in het werk gesteld

om zich ervan te vergewissen dat er geen verschillen zijn tussen de 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 IannØe 2008 en francais

Le Synopsis de IannØe 2008 et les Comptes annuels 2008 constituent ensemble le Rapport annuel

de Fortis La partie Comptes annuels prØsente es Øtats financiers de Fortis et les Comptes statutaires

de Fortis S/VNV et de Fortis NV Le Rapport annuel est publiØ en français en nØerlandais et en anglais

En cas de divergence entre ces versions les versions francaise et nOerlandaise feront foi Fortis

veillØ assurer dans Ia mesure du possible Ia concordance entre es versions francaise et nØbriandaise

Vous pouvez Øgalement consulter le Rapport annuel sur Internet www.fortis.com

Fortis is registered trademark of Fortis SA/NV and Fortis N.y
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Insurance Belgium Life

in EUR million

6151

425

344

ill
2007

Insurance Belgium Non-Life

in EUR million

1367

137

bil
2007

Insurance International Life

in EUR million

3911

iii
2007

Insurance International Non-Life

EUR million

Net profit

in EUR million

Insurance Belgium

in EUR million

Insurance Belgium

Insurance International

General

Eliminations

Result discontinued operations

2008 2007

Key figures
These key figures refer to the scope of Fortis

at 31 December 2008

-22%

4817

77 85

2008

2007 2008

Gross inflow Operating margin Net profit
40

7%

1465

-15%

-6%

117

2008

Gross inflow Operating margin Net profit

5%
4102

57 65

2008

Gross inflow2 Operating margin Net profit

Gross inflow

Life 4817 6151

Non-Life 1465 1367

Operafing costs 405 389

Net profit 522

Combined ratio Non-Life 1009% 1004%

FTEs year-end 5542 5298

Insurance International

in EUR million 2008 2007

Gross inflow

Life 4102 3911

Non-Life 1228 1360

Operating costs 393 410

Net profit 40

Combined ratio Non-Life 98.4% 114.0%

FTE5 year-end 4718 4684

Number of employees

in FIEs
1360

53 36

2007

-10%

1228

104

iUU
2008

Gross inflow2 Operating margin Net profit

The 2008 Set resuft was break-even Excluding non-ccnsolidsted companies

Insurance Belgium Insurance International General



Profile

As of the end of March 2009

Fortis

is an international insurance

group composed of

Insurance Belgium

leader in life and non-life insurance

in Belgium distributing its insurance

products through the network

of Fortis Bank and independent

insurance brokers

Insurance International

with subsidiaries in the UK France

Hong Kong Luxembourg Non-Life

Germany Turkey Russia and Ukraine

and joint ventures in Luxembourg Life

Portugal China Malaysia Thailand

and India

You can find an online version of our annual report at www.fortis.com



Message from the Board of Directors

As we reflect on 2008 we do so against the backdrop of global financial crisis of unprecedented
proportions crisis that is having devastating impact on economies around the world and
the lives of ordinary people

Few experts saw the crisis coming few understood the far-reaching

consequences of these events yet many people have been

impacted not least our investors Both institutional and retail

investors have felt the full force of the crisis through the dramatic
devaluation of their investment we recognise that for many
private investors in particular their investment in Fortis represented

part of their retirement key component in their long-term

financial plans and for others it simply made difference to

their quality of life The Board takes this opportunity to express

unequivocally its deep regret to shareholders bondholders

employees and customers for the distress and hardship that has

been caused as result of the events of the past year we are
committed to doing everything possible in the future to regain

the confidence and trust of all stakeholders

First signs of the financial crisis began in 2007 but as of mid-May
2008 share prices began to fall worldwide and confidence

between banks dissipated Efforts to rebuild the capital base of

Fortis to absorb the future impact of the ABN AMRO acquisition

were hampered by declining equity markets the negative impact
of write-downs on our structured credit portfolio and lower than

expected proceeds from the imposed sale of certain ABN AMRO
assets in depressed market At the same time there was

growing pressure for banks to maintain higher capital levels

debate that continues today Fortis announced an acceleration
of its capital plan which included two new measures the issue
of new shares and the difficult decision not to pay an interim

dividend in 2008 The expectation at that time was that the

market would respond positively to this proactive stance but

this was not the case Reactions were negative and compounded
by the fact that Fortis was one of the first financial institutions

to adopt such tough measure although others have since

followed suit

During the summer months the markets stabilised somewhat but

events unrelated to Fortis quickly snowballed creating massive

crisis of confidence between financial institutions
culminating in

rescue takeovers nationalisations and bankruptcies Stock

markets plummeted resulting in the greatest fall in share prices

since 9/11 Fortis was heavily impacted situation made worse

by speculation and unsubstantiated rumours These rumours

soon began to focus on concerns about liquidity Emergency

liquidity support from the central banks at the end of September
turned out to be insufficient and immediate action was needed

Transactions were concluded with the governments of Belgium
the Netherlands and Luxembourg and the banking and insurance

activities in the Netherlands were subsequently sold to the Dutch
state Shortly afterwards an agreement was reached to sell

the majority of the banking activities acquired by the Belgian
state through the Federal Participation and Investment Oompany
to BNP Paribas together with the Belgian insurance activities

These decisions were taken to ensure that the company could

continue to operate and support its customers and to meet
its obligations to

counterparties

On 12 December 2008 the Brussels court of Appeal ruled that

these agreements should be put before shareholders for approval
At the same time an independent committee of experts concluded

that the transactions were both logical and reasonable in the

circumstances Ahead of the shareholder vote the Board and

management did
everything in their power to negotiate better

terms for shareholders while also respecting the validity of

the agreements signed with the Belgian state and BNP Paribas

The improved terms of the transactions were rejected and new
round of negotiations between the government Fortis and BNP
Paribas ensued



We would like to thank the outgoing Board of Directors led

by Acting Chairman Jan-Michiel Hessels for their commitment

and hard work particularly the Special Committee of the Board

represented by Mr Hessels Mr Bodson and Mr Westdijk who

played key role in the negotiations Mr Hessels presided over

an open and constructive dialogue with shareholders in recent

months practice we will continue in the future We are also

grateful to our employees for their hard work and loyalty despite

the ongoing uncertainty

From the perspective of the global economy recovery is

expected to be slow and sporadic While none of us know today

how quickly the economy will recover or indeed how long it

will take for confidence to return to the markets we can assure

you that we are wasting no time in exploring every opportunity

available to us to create value and return for shareholders

We have come through long and painful journey together and

you have expressed your concerns candidly and in forceful terms

for which we as Board are grateful

We believe with new agreement on the table subject to

shareholder approval on and April 2009 it is time now to look

forward and to seize this opportunity to build for the future

We have the nucleus of new start for Fortis sizeable domestic

and international insurance franchise that provides us with

platform for growth and future value creation The proposed new

agreement significantly de-risks our balance sheet allowing us to

move forward with greater confidence in our financial stability

Fortis Insurance Belgium is the national market leader in both life

and non-life products with significant market share The activities

of Fortis Insurance International span both Europe and Asia with

prominent positions in the UK Portugal and Luxembourg markets

and subsidiaries in France Germany Turkey Russia and Ukraine

In Asia Fortis is present in Hong Kong and through series of

joint ventures in China Malaysia Thailand and India

The Board and executive management will together develop

new strategy for the company which will be communicated

to shareholders at the appropriate time We propose to enlarge

our Board to achieve better balance of independent and

non-independent executive and non-executive directors so as

to import skills that will so reflect our new business strategy

We conclude by thanking you wholeheartedly for your loyal support

Our goal now is to recover from this period as quickly as possible

to look to the future and create value for our shareholders

Confidence is key and this starts with your confidence in the Board

management and staff to represent your interests in the months

and years ahead You have our full and dedicated commitment

to this endeavour and we look forward to continuing our dialogue

with you as we progress

Jan Zegering Hadders

Non-executive Director

Karel De Boeck

Chief Executive Officer

Jozef De

Chairman



turbulent year for Fortis

Fortiss 2008 net result was loss of EUR 28.0 billion compared with profit of FUR 4.0 billion in

2007 The loss in 2008 was due to the EUR 27.4 billion negative result of discontinued operations

caused by the loss on sale of the banking activities partly offset by profit on the sale of

the Dutch insurance activities

The Fortis banking and insurance businesses including

the activities acquired from ABN AMRO performed satisfactorily

in the first half of 2008 in what were already turbulent market

conditions Most of the commercial operations continued to

grow their underlying revenues

In the second half of the year Fortis like many other financial

institutions was confronted with systemic financial crisis of

steadily growing and unprecedented proportions Faced with

this mounting turmoil and the need for immediate resolute

action and given the role and responsibilities of the governments

uring the continued operation of its lqban gd

insurance units This could only be achieved in the prevailing

joditibns by agreeing to sell its main banking and

Dutch insurance activities to strong parties

Highly challenging times

confronted with nervous financial markets and series of rumours

Fortis decided on 27 January 2008 to publish trading update

in which it confirmed its sound capital and solvency position

and unchanged dividend policy It also published profit forecast

for 2007 based on highly rigorous and market-consistent

assumptions with respect to its subprime exposures

On March 2008 Fortis reported full-year net profit for 2007

of FUR 4.0 billion including EUR 900 million capital gain on

the divestment of caiFor The result also included total impairment

of EUR 3.0 billion before tax as result of the credit market

turmoil In its press release in its financial statements and in

the analyst presentation Fortis provided extensive details on its

structured credit exposure and gave significant amount of detail

on each specific product group within that portfolio

On April 2008 Fortis Investments the global asset management

arm of Fortis Bank completed the transfer of the ABN AMRO

Asset Management activities Two weeks earlier Fortis and

Ping An jointly announced the signing of Memorandum of

Understanding to form global asset manager whereby

Ping An would acquire 50% equity stake in Fortis Investments

for consideration of EUR 2.15 billion On 30 September 2008

Fortis announced that this partnership would not be completed

On publication of its first-quarter results on 13 May 2008 Fortis

reported net profit
of EUR 808 million This included net-of-tax

negative impact of EUR 380 million on the structured credit portfolio

due to the credit market turmoil Fortis also reported net-of-tax

negative impact of FUR .2 billion on solvency as result of

the adverse evolution of the equity markets The core Tier ratio

of Fortis Bank under Basel amounted to 8.5%



Capital pan update
In the context of the acquisition of ABN AMRO activities Fortis made

commitments in October 2007 to the European Commission EC
to reduce the concentration in the Dutch commercial banking market

The proceeds from this imposed sale the so-called EC remedies

turned out to be lower than anticipated

The combination of this financial setback and number of other

factors the announced intention to acquire the remaining stake in

the Dutch insurance joint venture with Delta Lloyd the expectation

of continued challenging market environment and the decision

to take prudent stance on required capital in that environment

prompted Fortis to accelerate the execution of its existing capital

plan and to launch additional measures to reinforce it and to take

pre-emptive action in anticipation of further deterioration of

financial markets

On 26 June 2008 Fortis announced an equity raising of

EUR 1.5 billion by means of an accelerated bookbuild offering

and series of supplementary measures

The decision not to pay an interim dividend in 2008 and to

propose full-year 2008 dividend in shares

The implementation of capital-relief programme through

the securitisation of certain assets and real-estate sale-and-

lease-back operation for approximately EUR .5 billion

The issue of non-dilutive Core Tier instruments for sum of

EUR billion in addition to two successful placements NITSH

in February and May

Additional disposals of non-strategic assets which were

expected to improve solvency by approximately EUR billion

Fortis anticipated that the announcement of its accelerated

capital plan would have positive impact on the markets perception

of the companys financial situation It quickly became apparent

however that the anticipated effect had not been achieved to

the extent that Fortiss closing share price which stood at

EUR 12.65 on 25 June 2008 fell to EUR 10.20 on 26 June 2008

On July 2008 Fortis ABN AMRO and Deutsche Bank announced

the signing of an agreement under the terms of which Deutsche

Bank would acquire from ABN AMRO parts of its commercial

banking activities in the Netherlands The transaction remained

subject to approval by the EC and the Dutch central bank but

was expected to have negative impact on solvency of around

EUR .1 billion

On August 2008 Fortis reported an interim net profit of

EUR .6 billion including EUR 591 million net-of-tax negative

impact of the credit market turmoil Fortiss capital position

remained sound with core equity at EUR 24.6 billion well above

the companys target level of EUR 20.6 billion

In September 2008 events occurred that no one could have

foreseen Major financial institutions found themselves in acute

difficulty On September the US authorities took control of

the countrys two largest mortgage lenders Fannie Mae and

Freddie Mac On 13 and 14 September one of the worlds

largest investment banks Merrill Lynch was taken over by

Bank of America and Lehman Brothers was declared bankrupt

The latter event sent shockwave through the markets Closer

to home banks in Germany and the Benelux-countries also

ran into problems The stock markets plummeted resulting in

the sharpest drop in the indices since 11 September 2001

Fortiss share price was heavily impacted in the month of

September Rumours circulated regarding new capital increase

which Fortis denied several times Fortiss share price declined

steadily and rapidly in the course of this period as did most

European and North American stock market indices

Insurance managers

swing into action

On Saturday 12 April in Lillois town in the Belgian

province of Walloon Brabant some 30 executives

and managers from Insurance Belgium gave up

some of their free time to take part in Solidarity

Day organised by Fortis Foundation Belgium

The group repainted the young residents rooms at

Les Salanganes centre that provides accommodation

to children who have suffered abuse or come from

troubled homes and who have been placed there

by the courts Setting aside some time for this type

of activity is the least we can do says Bail De Smet

CEO of Insurance Belgium Thanks to the centres

staff these children have brighter future Hats off to

them for the work they do



Government intervention This situation led on October to the sale of Fortis Bank Nederland

The global financial situation continued to deteriorate Alarmist Holding NV Fortis Verzekeringen Nederland NV and Fortis

rumours affected Fortiss interbank market access while it had Corporate Insurance N.y to the Dutch state for total consideration

to contend with an extremely substantial liquidity requirement of EUR 16.8 billion which was allocated as follows

During the weekends of 2728 September and 45 October EUR 12.8 billion received for the Dutch banking activities

Fortis had to conclude number of transactions that ultimately including ABN AMRO remained within Fortis Bank

led to the sale of its main banking and insurance activities FUR billion received for the Dutch insurance activities went

to strong parties

On 29 September 2008 Fortis announced that the Belgian /Following the transfer of the operations in the Netherlands\

government would invest FUR 4.7 billion in Fortis Bank SNNV/ to the Dutch state Fortis was obliged to review its options

that the Dutch government would invest FUR 4.0 billion in Continue on stand-alone basis with the Belgian state as

Fortis Bank Nederland Holding NV and that the Luxemborg minority shareholder in the bank

government would invest FUR 2.5 billion in Fortis Banque Find strategic partner for Fortis Bank and for all or part of

Luxembourg SA These investments represented 49.9% of th\ Fortiss other operations

common equity of the respective entities The parties concerned\ Sell the remaining 50% of the Belgian bank to the Belgiart

expected that solution had been found and that matters prior to possible resale to private investor

would resume their normal course

In the days that followed the parties negotiated the implementation

of these agreements with both the Luxembourg government

and the Dutch government term sheet was signed on

30 September 2008 with the Luxembourg government

The agreement with the Dutch state by contrast could not be

implemented Despite hopes at the beginning of the week

the situation continued to deteriorate due to tensions in

the interbank market Fortis found it extremely difficult to regain

the confidence of the market and its share continued to decline

reaching closing price on 29 September 2008 of FUR 3.97

In terms of liquidity the situation was extremely uncertain and it

was necessary to negotiate new conditions with the Belgian

central bank and to obtain an Emergency Liquidity Agreement

with the Dutch central bank Withdrawals by institutional clients

and by companies had increased substantially

Fortis and Portuguese

bancassurer Millennium bcp

winning combination

At the end of 2004 Millennium bcp agreed to sell to

Fortis 51 of the shares in its insurance business

Vasco Rebello de Andrade General Manager of the

southern region Lisbon is clear about the importance

of the partnership with Fortis The Portuguese

insurance sector was slow to develop and is far

behind that of northern Europe for example Thats

why theres still plenty of growth potential there

Fortis is helping us develop new concepts that meet

the needs of the Portuguese market



On October Fortis announced the sale of the remaining 50%

pIus share of Fortis Bank to the Belgian state via the SociØtØ

FØdØrale de Participations et dlnvestissement/Federale

Participatie- en lnvesteringsmaatschappij SFPI/FPIM for

EUR 4.7 billion This sale was closed on 10 October The Belgian

government agreed separately with BNP Paribas on the subsequent

transfer of 75% of Fortis Bank to BNP Paribas in return for shares

of BNP Paribas while continuing to own the remaining 25% of

Fortis Bank At closing Fortis the Belgian state and BNP Paribas

would also create Special Purpose Vehicle to buy structured

credit portfolio from Fortis Bank Furthermore Fortis agreed to pay

EUR 2.35 billion to Fortis Bank in the context of the settlement

of all conditions related to the subordinated financial instrument

CASHES Fortis would also sell lastly 100% of Fortis Insurance

Belgium to BNP Paribas for EUR 5.5 billion in cash

As result of these transactions Fortis would have comprised

Fortis Insurance International ElI with subsidiaries in the UK

France Hong Kong Luxembourg Non-Life Germany Turkey

Russia and Ukraine and with joint ventures in Luxembourg

Life Portugal China Malaysia India and Thailand

66% stake in structured credit portfolio entity to be

created with the Belgian state 24% and BNP Paribas 10%
This entity would contain structured credit portfolio to be

acquired from Fortis Bank with carrying value of EUR 10.4

billion an amount that could change as result of currency

fluctuations between 31 August and the date of closing

Fortis General Account which primarily comprises number of

financial assets and liabilities of the different financing vehicles

On 14 November 2008 Fortis published interim management

statement giving financial details for the third quarter based

on the scope of activities as described above These included

pro forma net cash position of EUR 3.5 billion and pro forma

net equity of EUR 7.7 billion

On December 2008 Fortis announced the possibility of early

redemption for the bondholders under the Euro Medium Term

Note Programme EMTN issued by Fortis Finance NV For all

bonds other than credit-linked notes redemption would proceed

at the nominal amount plus accrued interest until the date of

actual payment The total amount of bonds outstanding under

the FUR 15.0 billion Euro Medium Term Note Programme was

EUR 7.6 billion

Court of Appeal
On 12 December 2008 the Court of Appeal in Brussels ruled

that the decisions taken by the Board of Directors of Fortis S/VNV

on and 5-6 October 2008 and the agreements entered into

in implementation of those decisions were to be submitted to

the shareholders meeting of Fortis SA/NV This concerned

The sale of Fortis Bank Nederland Holding Fortis

Verzekeringen Nederland and Fortis Corporate Insurance to

the Dutch state

The sale of the remaining 50% share in Fortis Bank to

the SFPI/FPIM

The agreement between Fortis the Belgian government and

BNP Paribas including the planned sale of Fortis Insurance

Belgium to BNP Paribas the incorporation and envisaged

funding of special purpose vehicle SP\I for its structured

credit portfolio and the planned transaction relating to

the CASHES

prior to the sale

These transactions were suspended insofar as they had not yet

been closed As result the scope of Fortis became Fortis

Insurance Belgium Fortis Insurance International and the General

Account Based on this scope Fortis published revised interim

management statement on 17 December 2008 The pro forma net

cash position at the end of September amounted to EUR 2.1 billion

and the pro forma net equity totalled FUR 6.7 billion

On 24 December 2008 following the unexpected ruling by

the Court of Appeal in Brussels on 12 December and given

the uncertainty at the time Fortis announced it had sold the US

dollars and pounds sterling it had acquired in order to fund its

share of the envisaged structured credit portfolio entity These

currency transactions resulted in net loss of EUR 295 million

reflecting the fall in value of the US dollar and the pound sterling



These recommendations provided momentum and inspiration

for Fortis BNP Paribas and the SFPI/FPIM to restart negotiations

to amend the Protocole dAccord of 10 October 2008 In the

course of these negotiations held towards the end of January

2009 the Fortis Board of Directors continued to be guided by

the principle of maximising shareholder value

On 31 January 2009 Fortis BNP Paribas and the SFPI/FPIM

agreed an Avenant modifying and improving certain terms

of the transactions entered into under the Protoco/e dAccord of

10 October 2008 The main features of the agreement can be

summarised as follows

Fortis Insurance Belgium Fortis would sell to BNP Paribas

10% of the shares in Fortis Insurance Belgium for total

of EUR 550 million The existing agreement between Fortis

Insurance Belgium and Fortis Bank for the distribution of

insurance products could not be unilaterally terminated by any

of the parties prior to the end of 2020

GASHES Fortis would no longer be required to make

an upfront payment of EUR 2.35 billion it was agreed to leave

the Relative Performance Note in place and to provide for

an interest payment between Fortis and Fortis Bank

SPV compared to the original agreement Fortiss funding

obligation and exposure to the SPV would be limited to

EUR billion comprising approximately EUR 740 million

equity and EUR 260 million subordinated debt This represents

29.6% of the SPV with structured products

Gall option on the BNP Paribas shares Fortis would receive

call option which would entitle Fortis to the difference

between the stock price of the BNP Paribas shares at the time

of the exercise of the option and EUR 68 on the BNP Paribas

shares granted by the SFPI/FPIM

In addition the downside risks would be significantly

diminished due to Fortiss reduced exposure to the SP while

the fair-value impact with respect to the GASHES would be

more favourable than under the original Protocols dAccord

agreed on 10 October 2008

Based on the unaudited pro forma figures of Fortis as

at 30 September 2008 the closing of the revised Protocols

dAccord would result in pro forma net equity attributable to

Fortis shareholders of FUR 6.5 billion and pro forma net cash

position of EUR 2.4 billion

Shareholders meeting
To comply with the ruling of the Gourt of Appeal in Brussels

shareholders meeting of Fortis SIVNV was organised on

11 February 2009

The General Meeting of Shareholders in Brussels at which

20.32 of share capital was represented resolved as follows

The proposal to approve the transactions with the Dutch

state was rejected These transactions have howeve been

concluded and can only be reversed if both parties agree or

following legal proceedings to decide the merits of the case

The proposals to approve the transactions with the Belgian

state and BNP Paribas including the changes laid down in the

Avenant to the Protocole dAccord were likewise rejected

Revised agreement According to the Board of Directors of Fortis SNN\i these

The Gourt of Appeal in Brussels on 12 December also appointed transactions would provide Fortis with upside potential Keeping

an Expert Gommittee to investigate thjrcjaand Fortis Insurance Belgium within Fortis alongside Fortis Insurance

the conditi ransactions were conclu iternational would create renewed industrial project for

The committee which published its interim report on 27 January fthe company

2009 stated that the decisions taken by the Board of Directors

of the Fortis holding company in September and October 2008

may be deemed logical and reasonable and that they were

taken in the interest of the companies of the Fortis group and their

recommenda ions intended to arrive at an outcome acceptable

to all parties



New agreement
On March 2009 Fortis BNP Paribas and the SFPI/FPIM reached

an agreement on the revised terms of the transaction subject to

the approval of shareholders meetings of Fortis in April 2009 and

to closing of the agreement that was signed on 12 March 2009

The main elements of the agreement may be sum

as follows

Fortis will sell 25% of the shar in Fortis Insurance Belgium FIB

to Fortis Bank for total of 375 milli ing

distribution agreement between FIB and Fortis Bank cannot

be unilaterally terminated before the end of 2020 by any of

thep

Th Special Purpose Vehicle SP ill purchase about

FUR tional lines from the structured credit

portfolio of Fortis Bank of which approximately EUR 1.0 billion

will be in replacement of redemptions that occurred since

31 August 2008 on the original portfolio As result the

conventional purchase price is expected to increase from

EUR 10.4 billion to about FUR 11 .4 billion at currency rates

of 31 August 2008 Under the terms of the new agreement

Fortiss funding obligation in respect of and maximum

exposure to the SPV will be limited to EUR 760 million

corresponding to about 45% on total equity of FUR 1.7

billion Financing by Fortis will consist of equity only Fortis will

also have the benefit of loan of about FUR 1.0 billion from

Fortis Bank to fund amongst other things its commitment

towards the SPV

Fortis will no longer be required to make an upf payment

of EUR 2.35 billion related to the settlement of the CASHES

instrument Furthermore the interest payment me

as agreed upon in the previous agreement of 31 January 2009

remains unchanged

Fortis will have the benefi call option gr ed by the SFPI/

FPIM linked to the BNP es to be acquired by

the SFPI/FPIM This cash settled option will entitle Fortis to

the difference between the stock price of the BNP Paribas shares

at the time of the exercise of the option and FUR 68 Under

the new agreement Fortis has been granted certain anti-dilution

rights which aim to preserve the value of the option

The unaudited pro forma net equity attributable to shareholders

of Fortis at 30 September 2008 assuming approval by the

shareholders of the new agreement in April 2009 would amount

to EUR 7.0 billion The unaudited pro forma net cash position

would increase to EUR 3.4 billion This estimate does not take

into account potential future payments related to the RPN

mechanism in respect of the CASHES nor the potential value of

the option on the BNP Paribas shares

LMng the dream

Unfortunately most would agree that social equality

is myth But Fortis Foundation Belgium FFB
has long fought to change this reality by making

meaningful contributions to the community

At the end of April it teamed up with the Belgian

football club RSC Anderlecht one of Fortiss main

sponsorships to give disadvantaged youngsters

the chance to live their dream FFB invited 114 children

aged seven to 14 from some 20 Brussels-based

associations to spend an afternoon training at

Fortiss sports complex at Watermael-Boitsfort

Getting the chance to join club especially

Anderlecht is dream many young people have

But kids from disadvantaged families just cant

afford it In its own small way FFB wanted to give

them helping hand



Business Review

Fortis Insurances strategy is to continuously enhance customer cent ricity by adapting the product

portfolio and aligning the multi-distribution strategy with changing customer needs Other goals are

to attain fortified insurance organisation by improving operational excellence in all countries and

by expanding the business internationally

ForUs Insurance Belgium
Total premium income of Fortis Insurance Belgium in 2008

adjusted for the present composition of the business amounted

to over EUR billion Of this 77% related to life insurance and

23% to non-life Fortis Insurance Belgium today employs more

than 5500 people

Fortiss insurance business in Belgium supplies comprehensive

range of life and non-life policies It operates multi-channel

strategy by selling its products to private individuals and to

small and medium-sized enterprises SME5 via independent

intermediaries via Fintro agents and through its bancassurance

channel Fortis Bank branches and the Belgian Post Office Bank

Banque de La Poste/Bank van De Post

Fortis Employee Benefits is the dedicated business unit selling

group life and health-care products mainly to larger enterprises

13 May 2008 Fortis publishes

its first-quarter 2008 results reporting

net profit of EUR 808 million This includes

negative net-of-tax impact of EUR 380 million

on the structured credit portfolio

Market position

Despite the global financial crisis Fortis Insurance Belgium FIB
was able to defend its market leadership position with total

market share in terms of inflow of 22.1 at 2008 year-end

FIB strengthened its number two position in non-life and remained

number one in retail life and employee benefits Life market share

in terms of funds under management stood at 28% which was

in line with 2007

2008 Operational highlights

Fortis Insurance Belgium continued to pursue its policy of product

and service innovation at both Life and Non-Life

Here are some examples

continuous flow of structured unit-linked products were

launched at Retail Life Insurance in response to the rapidly

changing financial market environment

new concept Pensionwork was launched in June to

exploit untapped potential in the SME group life market

11 July 2008 Fortis announces that it is

terminating by mutual agreement Jean-Paul Votrons

mandate as Chief Executive Officer Herman Verwilst

is designated as his interim successor

26 June 2008 Fortis announces to accelerate the execution

of its capital plan The measures taken include an equity raising of

FUR 1.5 billion and cancellation of the interim dividend



FIB successfully continued its growth in the new and

fast-growing market for sector-wide pension and health-care

plans Green Sector Food Passenger Transport Diamond

and Road Transport

On the non-life side FIB introduced TPL Max unique

concept in the highly competitive Belgian motor insurance

market TPL Max offers free extension to basic third-party

liability cover with all zero-claim drivers automatically covered

for bodily injury More than 420000 drivers now benefit from

this unique cover

Flexible multi-cover concepts such as Familis and Modulis

sustained solid growth rate At the end of 2008 there were

more than 436000 Familis policies in portfolio with an average

of 2.3 contracts each 14% increase compared with 2007

Modulis concept bundling different contracts and allowing

flexible premium payments for SME clients represented close

to 68000 contracts at the end of 2008 13% more than in 2007

with the average number of contracts at 3.88

The range of combined non-life products was extended by

the addition of several new Packs for the retail segment

Home Assist Building Renovation and Building Packs

and for the SME segment Workmens Compensation and

Hairdresser Packs

FIBs innovative approach is highly appreciated by the market

as illustrated by the awards presented by the Decavi organisation

Fortis received the Innovation Award in 2008 for its life product

Pension@Work together with three non-life awards Best

Home Insurance Top Home and Home Pack Best TPL

Motor Insurance TPL Max and BM2 for Life and Best SME

Concept Modulis and Modulis Pack--

August 2008 Fortis publishes

its first half-year 2008 results It reports

net profit of EUR 1638 million including

EUR 591 million net-of-tax impact of

the credit market turmoil Core equity

In addition to its innovative approach Fortis Insurance Belgium

leverages cross-selling and multi-channel expertise in the SME

segment FIB has implemented new synergy model

VIP Modulis between the banking and broker channel

This concept offers attractive and exclusive benefits to companies

that place their banking activities with Fortis Bank and their

insurance activities with FIBs broker channel The initiative

enables FIB to unlock the large insurance sales potential within

Fortis Banks professional and small enterprises client base

and ultimately increases loyalty In Group Life cross-selling with

Merchant Banking has been reinforced

At Non-Life the merger of the bancassurance and broker

IT-platforms which was successfully completed in May 2008

will enable further cost synergies and will reduce the time to

market At the same time new generation of retail products

was launched Fortis Insurance Belgium now offers single set

of non-life products for the retail market through both the bank

and broker channel managed by common set of applications

The tariff structure general conditions and underwriting criteria

have also been harmonised

Finally as part of the operational excellence strategy Fortis

Insurance Belgium decided to gradually review the quality

of operations that apply lean methodology Some lean projects

were successfully launched in 2008 The latest ICMA survey

and the prestigious Decavi Brokers Award both reflect brokers

appreciation of our continuous drive to improve service flexibility

and innovation

October 2008 The Dutch state acquires

Fortis Bank Nederland Holding NV including

Fortiss interest in ABN AMRO Holding N.y and

the Dutch Insurance activities for total consideration

of EUR 16.8 billion

29 September 2008 The governments of Belgium the Netherlands and Luxembourg

in concerted action announce that they will invest EUR 11 .2 billion in the respective Fortis Bank

institutions in each country Count Maurice Lippens resigns from the Board of Directors



Fortis Insurance International

Fortis Insurance Internationals activities are spread across

Europe and Asia Total premium income in 2008 at consolidated

companies amounted to over EUR billion Of this 77% related

to life insurance and 23% to non-life Fortis Insurance International

today employs more than 4700 people

1arketposituon

Europe Fqrtis Insurance International FlI occupies prominent

ptee1hrough wholly owned subsidiaries in the UK

non-life life Luxembourg non-life and is active in France life

In the UK FlI leads the market for car insurance Fortis

Insurance UK also continues to be recognised for its customer

service ethos and innovation In 2008 it was the first insurer

to receive Gold Standard Award for its financial strength

the way it conducts its business services its customers

delivers fair value and is trusted by clients and consumers

In Portugal the joint venture with Millenniumbcp life non-life

is the countrys biggest insurance company
In Luxembourg Fortis is the second largest general insurer

and also offers life insurance through joint venture

Subsidiaries were recently opened in several new markets

i.e Germany Turkey Russia and Ukraine FlI sells life insurance

in those countries

h7f
Asia tortis has successfully opted for selective growth and is

plesi in five countries Fortis has been active for some time in

China Malaysia Thailand and Hong Kong and recently started

up in India Clients in those countries are provided with wide

product offering via various distribution channels

With the exception of Hong Kong it operates in these countries

through joint ventures with strong local institutions

Taiping Life in which Fortis has 24.9% stake is Chinas

seventh largest life insurer Products are distributed through

Taiping Lifes national network of 547 offices and over 50000
insurance agents and through distribution agreements with

several major Chinese banks

Mayban Fortis joint venture started in 2001 is active in

Malaysias asset management life and non-life insurance markets

with top position in both insurance markets Partly thanks

to Maybanks extensive network it is Malaysias main provider

of takaful Islamic insurance Fortis has 31 stake in

Mayban Fortis

Muang Thai Life the third biggest life insurer in Thailand

has also successfully developed takaful products for the Thai

market In the Thai non-life market Muang Thai Insurance

ranks fifth Distribution is via rapidly growing network of

approximately 12500 agents as well as through bank

branches Fortis currently has 40% stake in the life-insurance

joint venture and 15% stake in the non-life joint venture

In Hong Kong Fortis has become the nr.10 life insurance

company and with the integration of Pacific Century Insurance

now renamed Fortis Insurance Company Asia Limited

we now have an additional sound basis for growth in the region

In India IDBI Fortis is our life-insurance joint venture with

Industrial Development Bank of India and Federal Bank

It started up in March 2008 Fortis owns 26% of the shares

in the new company IDBI Fortis sells life insurance through

the partners extensive networks and through agents Other

distribution channels will be added later

Rnally Fortis

activitietis Re

12 December 2008 The Court of Appeal in

October 2008 The Belgian state acquires Brussels rules that Fortis must submit the decisions taken
the remaining 50% plus share of Fortis Bank SA/NV by the Board on and October and the agreements
At the same time the Belgian government reaches an entered into in implementation thereof to the shareholders

agreement with BNP Paribas on the subsequent transfer of meeting of Fortis SIVNV It also appoints an Expert
75% interest in Fortis Bank SANV Fortis also agrees that Committee to investigate the circumstances and the
BNP Paribas will acquire 100% of Fortis Insurance Belgium

December 2008 The General Meetings of Shareholders of Fortis NV and Fortis

SAJNV elect Louis Cheung Chi Yen and Karol De Boeck to the Board of Directors Since fewer than

three new members have been elected the existing Board will temporarily remain in office



Fortis Insurance International in 2008

Germany

Ownership 100%

Gross inflow Life EUR 29

Ukraine

Ownership 100%

Greenfield operation

United Kingdom

Ownership 100%

Russia

Life Greenfield operation

Ownership 100%

Gross written premiums Non-Life EUR 954

Greenfield operation

Luxembourg

Ownership Life 50%

Gross inflow Life FUR 1033

OwnershipNon-Life 100%

Gross written

Joint 3nture Taiping Life

Started in 2001

Ownership 24.9%

Gross inflow Life FUR 1850

Hong Kong

OwnershipLife 100%

Gross inflow Life FUR 282

France

Ownership 100%
Thailand

Gross inflow Life EUR 433
Joint venture Muang Thai Fortis

Turkey Started in 2004

Ownership 100% Ownership Life 40%

Portugal

Gross inflow Life EUR 82 Gross inflow Life FUR 358

Joint venture Millenniumbcp Forts

Ownership Non-Life 15.05%

Started in 2005

Gross written premiums Non-Life FUR 68

Ownership 51
Malaysia

Gross inflow Life FUR 2238
Joint venture Mayban Forts

Gross written premiums Non-Life FUR 192
Started in 2001

Ownership 30.95%

Gross inflow Life EUR 435

Gross written premiums Non-Life EUR 269

India

Joint venture IDBI Forts

Started in 2008

Ownership 26%

Gross inflow Life FUR 30

Based on 100%



2008 Operational highlights

Fortis Insurance International focused its efforts on multiple

projects in Europe and Asia to improve the product offering and

distribution reach of its companies

Fortis UK continued success of multi-channel strategy

accolades and recognition from clients and the industry Also

launch of UK Life with innovative protection products

Portugal launch of new PC broker channel servicing the

SME customer segment also an active product innovation

programme to increase insurance penetration in customers

financial resources

France broadening product offering with Target Click Funds

Turkey launch of new agency channel focused on servicing

top tier agents

Ukraine development of agency distribution network

India promising start-up of commercial operations of IDBI Fortis

and distribution through agents and the JV partners networks

Thailand the merger of Muang Thai Insurance Co and Phatra

Insurance has created the fifth non-life insurer

China Taiping Life is the seventh largest insurance company
in the country with EUR 1.9 billion in premiums and 2.8%

market share In the course of 2008 the company expanded
its offices network by 167 offices to 547

Malaysia our joint venture has started direct and telemarketing

distribution

Hong Kong during 2008 the agency force was expanded to

over 2800 people

31 January 2009 Further to

the expert report the Belgian state

Fortis holding and BNP Paribas agree to

amend the Protocole dAccord signed on

10 October 2008

19 December 2008 The Shareholders

Meeting of Fortis SANV votes 97% in favour of the

proposal to continue the activities of the company in

accordance with Article 633 of the Companies Code

Fortis Corporate Insurance formerly part of Fortis Insurance

International was sold to the Dutch state on October 2008

single platform

for two channels

To continue providing products that offer the best

value for money in the market we have to stay one

step ahead of the competition through strategic

mindset and innovation Thats why Fortis Insurance

Belgium has decided to launch new non-life

insurance distribution model Its aim is to strengthen

synergies between its two distribution channels

banking and brokerage thanks to common
IT platform and an identical product line targeting
the retail market

11 February 2009
The General Meeting of Shareholders of Fortis

SAJNV rejects the proposals to approve the

transactions with the Dutch state and those with

the Belgian state and BNP Paribas It approves

the appointment of Jozef De Mey Georges Ugeux

and Jan Zegering Hadders as non-executive

members of the Board of Directors

February 2009 Louis Cheung

resigns from the Board of Directors



Fortis General Account

The General Account compses

fc1ng vehicles that issued debt to finance the ban ki ng and

General

Account created negative net equity leverage at group level by

injecting into the operating entities equity that was financed in part

by debt issued by the General Account primarily through Fortis

Finance NV

The profile of the General Account has changed as result of

the aforementioned transactions The General Account will no

longer create leverage at group
level in the future but will manage

shareholders equity and provide back-to-back funding to

the operating entities

In legal terms the Fortis General Account consists of

the following companies

Fortis S/VNV and Fortis N.y the two holding companies

Topcos

Fortis Brussels SA/NV and Fortis Utrecht NV two sub-holding

companies Subcos which primarily hold all the assets of

Fortis SA/NV and Fortis N.V

Fortis Insurance N.y the holding company for the insurance

entities including Fortis Insurance International

Fortis Finance NV the principal long-term financing vehicle

for the General Account and for the Fortis operating entities

Financing vehicles Fortfinlux SA issuer of the FRESH

FGF Lux SA issuer of convertible into FGF Lux shares

Fortinvestlux SA main assets are the forward-purchased FGF

Lux shares and Fortis Hybrid Financing issuer of Hybrone

and NITSH and II

On July 2008 Fortis launched its new life insurance

company in the UK building on the strong credentials

of the UK general insurance business which

provides personal and commercial cover to over

6.7 million customers throughout the country

Barry Smith CEO Fortis Insurance UK comments

The launch of Fortis Life UK is another significant

step forward for Fortis in Britain complementing our

customer-focused successful and award-winning

range of general insurance propositions The expansion

into this market builds on our commitment to support

our partners and to enhance overall customer choice

Together this helps make Fortis the natural choice

for insurance solutions

For more information

please consult the Shareholder Circulars

and Addendum on our internet site

www.fortis.com/shareholders

shareholdersmeeting.asp

New life insurance company

launched in the UK

---
March 2009 Fortis BNP Paribas

and the SFPI/FPIM reach an agreement

on the revised terms of the Protocol of

10 October 2008 subject to the approval

\pfsFareholders

in Apnl 2009

it

13 February 2009 The General Meeting of Shareholders

of Fortis N.y approves the appointment of Jozef De Mey Georges

Ugeux and Jan Zegering Hadders as non-executive members

of the Board of Directors Georges Ugeux decides to step down

as Board Member after the meeting



Fortiss legal structure

The charts below are intended to clarify the changes in Fortiss

structure as result of the different transactions that took place

on 29 September and on and 10 October

Situation prior to 29 September 2008

Fortis Bank

SA/NV

Fortis

Shareholders

50%\5O%

Fortis Banque

Luxembourg SA

Fortis Investment

Management SAINV

Fortis Bank Nederland

Holding N.y

Fortis Insurance

Netherlands N.y

Fortis Bank

Nederland N.y

Fortis Hypotheek

BankN.L

RFS Holdings

3a8%L

/50%

100%

Situation after closing of the agreement of March 2009
subject to approval by the shareholders

Fortis Insurance Fortis Insurance

International SA/NV

Fortis Insurance

Belgium SAINV

44.7%

Fortis

Shareholders

Fortis Insurance Fortis Insurance

International SA/NV

Fortis Insurance

Belgium SAINV



Human Resources
Fortis is an insurance group that employed 10374 people in

15 countries on

ur employees are active in three domains Fodis lnsurance

2m42F1EsFortis
luntnatial471Es

Fortis was still in transition on 31 December 2008 The aim of

the transition project is to design new organisation capable

of meeting the companys strategic needs The result should be

clear transparent and consistent structure comprising

corporate and business dimension The corporate dimension

will focus on providing variety of services to the different

operating companies responsible for developing the business

so as to build and manage high-performance company

Number of employees

Business breakdown in FTEs

This reorganisation will contribute positively to the companys

efficiency and effectiveness The corporate structure will be

slimmed down to meet the needs of the new business dimension

Fortis intends to position itself towards its employees as

the employer of choice within the insurance sector with the

emphasis on providing attractive career and development

opportunities within challenging environment

Number of employees

Geographical breakdown in FTE5

2008

Insurance Belgium

Insurance International

General

Total 10374 10163

Belgium 4556 43.9%

United Kingdom

181 France

Germany 590

Portugal

Turkey

Hong Kong 268

Other countries1

Total

2008 2007

5542

4718

114

5298

4684

2007

4545

2621 25.3% 2634

614 5.9% 634

5.7% 528

437 4.2% 440

301 2.9% 325

2.6% 297

987 9.5% 760

10374 100% 10163

Austria Italy Luxembourg the Netherlands Poland Russia Spain and ukraine



Financial Review

The operating insurance activities reported net profit of EUR million in 2008 including EUR 639

million negative impact of investment portfolio Fortiss 2008 net result was loss of EUR 28.0 billion

compared with profit of EUR 4.0 billion in 2007 The loss in 2008 was due to the EUR 274 billion

negative result of discontinued operations

Fortis Insurance Belgium
Net profit amounted to FUR million compared with FUR 522 million

in 2007 impacted by the global equity and credit market turmoil

which particularly affected Individual Life results The negative

effect of the financial crisis over 2008 was EUR 534 million including

write-downs on the investment portfolio and net investment losses

as consequence of major equity divestments with view to

further reducing the risk profile

Net loss in the second half of 2008 amounted to EUR 242 million

compared with net profit of FUR 248 million in the first half as

consequence of FUR 515 million net-of-tax negative impact

due to the deteriorating credit and equity markets

Total gross inflow of EUR 6.3 billion was 16% down from EUR 7.5

billion in 2007 Life inflow declined by 22% to FUR 4.8 billion

while gross written premiums at Non-Life increased by 7% to

FUR 1.5 billion driven by strong growth in SMF business as well

as tariff increases and ABEX indexation1

Gross inflow in the second half of 2008 amounted to EUR 2.8

billion down 19% compared with the first half EUR 3.5 billion

Life inflow declined 21% to FUR 2.1 billion as unit-linked inflow

was hampered by negative market sentiment and savings suffered

due to the fierce competition from high-yield bank deposits and

the uncertainty surrounding Fortis Non-Life inflow was 11 lower

in the second half of the year than in the first half This is normal

seasonal effect as the first half of the year typically benefits from

sizeable annual payments in the SMF segment in January

Operating costs increased by 4% to EUR 404 million The yearly

wage indexation was partly offset by tight cost control and further

efforts to enhance operational efficiency The number of FTFs at

Fortis Insurance Belgium rose by 244 to 5542 at the end of 2008

mainly driven by an increase at the real estate subsidiaries which

employed 1794 FTFs at the end of 2008

The Life

cost ratio as percentage of average funds under management

decreased by basis points bp from 0.42% to 0.40% at the

end of 2008 The Non-Life cost ratio as percentage of gross

written premiums fell by 30 bp to 16.1% at the end of 2008

Life

Life gross inflow decreased by 22% year-on-year to EUR 4.8 billion

Individual Life inflow declined by 27% to FUR 3.8 billion in 2008

as savings and unit-linked inflow from both the bank and the

broker channel were hit by depressed financial markets fierce

competition from high-yield bank deposit products and negative

sentiment surrounding Fortis Furthermore 2007 was record

year for Individual Life inflow Consequently Fortis Insurance

Belgiums share of the individual Life market dropped by 3.7%

reaching 25.3% at the end of 20082 Despite this fall market

leadership remained unimpaired Fortis Insurance Belgium also

managed to win 2.0% market share of the individual unit-linked

market relatively strong performance in market that declined

by 42.5% overall in 2008

Full-year inflow throug4he bank channel UR 2.8 billion was

23% lower than last yea th de both savings and

unit-linked Savings inflow declined 21% hit by fierce competition

from high-yield bank savings products and the ongoing

uncertainty surrounding Fortis Unit-linked inflow generated

through the bank channel decreased by 34% reflecting the poor

appetite for open-ended funds To counter this negative trend

Fortis Insurance Belgium issued nine tranches of Smart Invest

Bon structured unit-linked product with capital guarantee sold

through the bank channel generating inflow of EUR 300 million

ABEX index reflects price movements in the construction sector

Based on Assuraha figures



Inflow through troker chanLeined by 34% to EUR 1.1

billion at the endf Ta negative trend in both savings

and unit-linked products Inflow from Top Rendement Invest

TRI still the main inflow generator for savings fell by 46% to

EUR 481 million at year-end as clients anticipated low
profit

sharing on the 0% guarantee option in TRI

business generated through the employee benefits

channel delivered solid 5.2% year-on-year growth with inflow

exceeding the EUR 1.0 billion mark and Fortis Insurance Belgium

reinforcing its market leadership share to almost 30%

Annual premium equivalent decreased by 28% from EUR 585

million in 2007 to EUR 419 million in 2008

Life funds under management declined by only 1% to EUR 41.8

billion Funds under management related to non-unit-linked

business increased by 6% to EUR 35.9 billion almost entirely

compensating for the drop in unit-linked funds under management

to FUR 5.9 billion due to the depressed financial markets

Fortis Insurance Belgium remained the undisputed market leader

with stable market share of 28% in terms of Life funds under

management During October and November in the midst of

the general financial and Fortis-specific turmoil Fortis Insurance

Belgium succeeded in limiting lapses to level only twice higher

than normal with lapse rates returning to normal levels by year-end

Full-year Life operating margin was negative EUR 77 million

compared with EUR 344 million in 2007 due to the impact of the

global financial market crisis especially in the second half of the year

The financial crisis affected Individual Lifes result directly through the

impact of the credit crunch and value adjustments on investment

income FUR 532 million net-of-tax and
indirectly through the smaller

volume effects of lower inflow and reduced funds under manage

ment relating to unit-linked The result was also impacted by new

FUR 30 million provision to protect clients investments in struc

tured unit-linked product guaranteed by Lehman Brothers Fortis

Insurance Belgium announced in September that it would assume

Lehmans obligations thereby safeguarding its clients capital

The operating margin of Group Life was hardly affected by the

global financial crisis and the existing portfolio continued to

generate good margins

Net profit declined from EUR 425 million in 2007 to net loss of

EUR 85 million in 2008 as the Individual Life business in particuIa

was hit by the deterioration in the credit and equity markets

Fortis Insurance Belgium

in FUR million 2008

Gross inflow 6282 7518 -16%

Life 4817 6151 -22%

Non-Life 1465 1367 7%

Operating costs 405 389 4%

Technical result 108 360 -70%

Life 11 242

Non-Life 119 118 2%

Operating margin 40 92%

Life 77
Non-Life 117 -15%

-74%Profit before taxation and

minority interests

481

344

137

148 565

Income tax expense 136 37 268%

Net profit 522 99%

Life 85 425

Non-Life 91 97 -6%

Annualised Premium 419

Equivalent APE

Reserves Premium ratio 197% 201

Non-Life

Combined ratio Non-Life 100.9% 100.4%

Non-Life

Gross written premiums at Non-Life grew by 7% to FUR .5 billion

clearly outperforming the overall non-life market growth of 3.7%

Consequently Fortis Insurance Belgium expanded its market share

by 0.5% to 14.8% at the end of 2008 jis growth was mainly

driven by the broker channels strong performance in the small and

medium sized enterprises segment especially in motor insurance

Premiums in the health care business increased by 11 to

EUR 108
milIioFurthermore growth was visible in all product lines

partly triggered by new business and tariff and ABFX increases

Non-Life inflow through the bank channel reached FUR 226 million

1.5% above the previous years level Non-Life products sold

through the broker channel stood at EUR .2 billion up 8% on

the same period

2007 change

Minority interests 0%

585 -28%



Fl Bs innovative product offering including flexible multi-cover

concepts such as Familis and Modulis sustained steady

growth rate At the end of 2008 there were more than 430000

Familis policies in the portfolio with an average of 2.3 contracts

each 14% increase compared with 2007 Modulis concept

combining different contracts and allowing flexible premium

payments for SME clients represented close to 68000 contracts

at the end of 2008 13% more than in 2007 with the average

number of contracts at 3.9

Full-year operating margin at Non-Life amounted to EUR 117 million

down 15% compared with 2007 It was lower due to the lack of

capital gains large claims at Fire and Motor and an adjustment

to claim provisions in line with new reference tables for bodily

injuries negative FUR 35 million pre-tax This was partially

compensated by the introduction in 2008 of recovery provision

of EUR 46 million The operating margin in 2007 was negatively

impacted by Windstorm Kyrill

The combined ratio at Non-Life including workmens compensation

was 100.9% compared with 100.4% in 2007 which was hit by

Windstorm Kyrill while 2008 was impacted by higher claims at Fire

and Motor

Non-Life net profit decreased 6% to EUR 91 million in 2008 from

EUR 97 million in 2007 due to the lack of capital gains large claims

at Fire and Motor and the adjustment to provisions for bodily

injuries in line with the new reference tables for claims

Fortis Insurance International

The results of the divested operations Fortis Corporate Insurance

and the CaiFor joint venture are reported under Results of

discontinued operations The results of Luxembourg Life Insurance

are now reported as 50% stake with Fortis having management

control The 2007 results for Luxembourg Life Insurance have

been restated accordingly

Net result for 2008 amounted to EURO million compared with

profit of EUR 40 million for 2007 positive result of EUR 65

million at Non-Life was offset by EUR 65 million negative result

at Life Net profit for 2008 was negatively impacted by net

investment losses and valuation write-downs totalling EUR 105

million net-of-tax mainly at Life as result of the global downturn

in financial markets The 2007 result was heavily impacted by

major weather-related claims

The impact of the turbulence in financial markets intensified in the

second half of 2008 resulting in net loss of EUR 70 million in

the last six months This was mainly caused by EUR 95 million

loss net-of-tax and minority interests on the investment portfolio

of the Life insurance activities

Overall gross rew to

EUR 5.3 billion despi onditions and

the depreciation of the pound sterling in 2008 thanks to the

successful implementation of multi-channel development Turkey

UK and product innovation UK Life Portugal In constant

exchange rates overall gross inflow at consolidated companies

increased by 4%

Gross inflow non-consolidated joint ventur9s on 100%

basis increase 12% to FUR 3.0 with China the main

contributor 20% growth to EUR .9 billion and the newly started

IDBI Fortis operations in India adding to the diversification

Inflow declined 12% in the second half of the year compared

with the first half mainly due to the mounting financial crisis and

the uncertainty surrounding Fortis

Operating costs were FUR 393 million 4% lower than in the prior

year helped by favourable exchange rate movements In constant

currencies operating costs increased by 2% year-on-year mainly

due to investment in new markets and businesses

Life

Gross inflowa consol dated Life corn iesypnt up 5% from

FUR 3.9 billion to FUR 4.1 billion in 2008 Inflow grew by 4% to

EUR 3.8 billion in Europe Gross inflow in Portugal was up 29%

positively impacted by the ability to adapt the product offering to

the volatile capital market conditions The newly entered markets

all realised double-digit growth notwithstanding the tangible

impact of the uncertainty surrounding Fortis The Turkish

activities were up 74% thanks to successful multi-channel

approach In Asia inflow at FICA the fully consolidated Hong

Kong-based company amounted to FUR 282 million up 25%

as FICA capitalised on the expansion of its agency sales force

Inflow in France down 16% and Luxembourg down 24% both

focusing on unit-linked sales was affected by the financial and

economic crisis and the uncertainty surrounding Fortis

Funds under management at consolidated companies only

remained virtually
stable at EUR 19.8 billion The drop in unit-linked

funds under management caused by the depressed financial

markets was offset by an increase in non-unit-linked reserves



Inflow at non-consohd jorit ventures on 100% basis rose

by 12% to FUR 2.7 billion driven by the expansion of distribution

capacity and product innovation particularly in China and Thailand

Operating margin was negative EUR 57 million due to net

investment losses and valuation write-downs The write-downs

are related to the aforementioned restructuring of the investment

portfolio and impairments on equities

Net result declined from profit of FUR 76 million in 2007 to

loss of EUR 65 million in 2008 which was impacted by write-

downs and investment losses FUR 100 million net-of-tax

whereas 2007 benefited from sizeable allocated and non-

allocated capital gains of FUR 25 million

Non-Life

Gross written premiums at consolidated Non-Life companies

amounted to FUR .2 billion decrease of 10% compared with

the previous year due to the depreciation of the pound sterling

negative impact of EUR 156 million At constant exchange

rates premium income increased by 2% due to strong growth in

Portugal up 9% Fortis UKs premiums remained stable in

constant exchange rates due to an increased focus on profitability

Gross written premiums at non-con ated2intve turns on
100% basis increased by 12% to FUR 337 million driven

primarily by the expansion of activities in Thailand The merger of

Muang Thai Insurance Co and Phatra Insurance created the fifth

largest non-life insurer in Thailand

Operating margin increased substantially from EUR 53 million

negative in 2007 to FUR 104 million positive in 2008 due to the

absence of major weather-related events although this was partially

offset by adverse exchange rate movements The 2007 results

were affected by the natural disasters Windstorm
Kyrill

and floods

in the UK which had total negative impact of FUR 143 million

Full-year net profit was EUR 65 million compared with loss of

FUR 36 million in 2007 due to the improved operating performance

described above

The combined ratio improved in 2008 to 98.4% based on better

cost and claims ratios This compares to 2007 combined ratio

of 114% or 102% adjusted for natural disasters The 2007

combined ratio was impacted by an increase of incurred but not

recorded reserves

Fortis Insurance International

in EUR million 2008 2007 change

Gross inflow

Life

Non-Life

Technical result

Life

Non-Life

Operating margin

Life

Non-Life

Profit before taxation and

minority interests

Income tax expense

Minority interests

5330 5271

4102 3911 5%

1228 1360 -10%

393 410 -4%

85 19 347%

24 75

109 56

47 46 2%

57 99

104 53

51 110 -54%

32 19 68%

19 51 -63%

40

65 76

65 36

478

126%

Annualised Premium 527

Equivalent APF

Reserves Premium ratio 117%

Non Life

Combined ratio Non-Life 98.4% 114.0%

Embedded Value
Fortis calculates embedded value based on market-consistent

methodology aligned with recommendations from the CFO Forum

compliant with EEV principles The extreme market conditions

and restructuring of the group had major impact on the groups

Life businesses and this is reflected in the movements of the

Embedded Value as compared to 2007

The restructuring of the group had major impact on its Embedded

Value The sale of Fontis Insurance Netherlands led to decrease

in year-end 2007 Embedded Value of FUR 5706 million For the

Life activities that remained part of Fortis number of opening

adjustments to year-end 2007 Embedded Value have been made

to reflect the restructuring in 2008 These include the exclusion

of distribution profits of Fontis Insurance Belgium which arose in

Fortis Bank but were included in the past under the EEV

look-through principle and the deconsolidation of 50% of Fortis

Luxembourg Life Finally the opening adjustments include the

acquired Life activities of Fortis Insurance Company Asia FICA
These adjustments together with modelling enhancements led

Operating costs

Net profit

Life

Non-Life

10%



to restated 2007 Embedded Value of EUR 6666 million At Insurance Belgium the decrease in VANB was driven by lower

Consolidated businesses are included based on Fortiss stakes volumes and lower investment margins While volumes increased

while the Asian joint ventures have been excluded in Insurance International VANB was negatively impacted by

suppressed investment margins on savings products

The underlying value growth of EUR 527 million based on solid

operating cash flows and Value Added by New Business of
Fortis Insurance Insurance

EUR 102 million was more than offset by the significant negative
in EUR million Insurance Belgium International

impact of the turbulent financial markets This had negative

impact of EUR 2372 million due to the falling equity values
Value Added

by New Business

during the year and the widening bond spreads lower interest

rates and higher option costs at the year-end valuation date

Change -55% -65% -36%

At year-end 2008 Embedded Value amounted to EUR 4923
Present Value

million for the global insurance activities At Insurance Belgium the
of New Business

impact on financial markets dominated the change in value coming Premium

from the traditional business with long-term liabilities which are 2008 7314 4355 2959

affected most by the lower interest rates and higher option costs 20071 7874 5305 2569

At Insurance International balanced business mix dampened the Change -7% -18% 15%

impact on interest rates
New Business

Margin

2008 1.4% 1.2% 1.7%

Fortis Insurance Insurance
20071 9% 8% 0%

in EUR million Insurance Belgium International

Previous Embedded 6666 5307 1359
In the light of the financial market turbulence Fortis decided to

Value restated1
adapt its market consistent approach by allowing for premium

Value change before 526 499 27
of 50 basis points above the swap rate for EUR currencies and

Economic variance

and VANB
100 basis points for US dollar and Hong Kong dollar This reflects

Fortiss view that under current market conditions additional spread

Economic variance2 2372 2043 329
can be gained over the risk free rate by holding debt securities

Value Added by 102 53 49 to maturity

New Business

Embedded Value 4922 3816 1106 For further information on embedded value results and

at year-end 2008 methodology we refer to the 2008 Embedded Value Report

at www.fortis.com

Value Added by New Business JANB reduced from EUR 228

million in 2007 restated based on the new scope to EUR 102

million in 2008 This change was mainly driven by the adverse

impact on traditional savings products of the very low interest

rates and high cost of options at year-end

Opening adlustments include divestment of Fortis insurance Netheriands deconsohdation of 50% of Fortis insurance internationai Luxembourg acquisition of FiCA in Hong Kong and

deduction of Resuit Reiated Commission for Fortia insurance Beigium paid to FoOls Bank for vaiue created through the bank distribution and which was previously reported under the

iook-through principie

inciusion of an iiiquidity premium of SObp for European businesses and lOObp for Hong Kong in FY200B



General

in EUR million

Total income

Change in impairments

Net revenues

Staff expenses

Other expenses

Total expenses

Profit before taxation

Taxation

Net profit

51%

58%

-10%

2%

0%

32%

-22%

41%

The CASHES is mandatory convertible bond issued by Fortis Bank and redeemable in Fortis shares with the two Fortis holding companies as co-obligors To hedge its obligation

to deliver Fortis shares at the moment of redemption of the CASHES Fortis Bank acquired at the time of issuance the required number of Fortis shares To minimise the impact of

the changes in fair value of the Fortia shares on the equity and or the income statement Fortis Bank decided to record both the CASHES and the Fortis shares at fair value through

income statement Fortis Bank has hedged the difference of the net fair value movements of the Fortis shares and the CASHES through Relative Performance Note concluded with Forts

This effectively transfers the net fair value movements of the Fortis shares and the CASHES from Fortis Bank to Fortia The fair value of the Relative Performance Note is very volatile

Net interest charges remained nearly stable at EUR 301 million

The second half of 2008 showed an improvement as result of

the positive cash inflow of EUR 8.2 billion from the sale of the

Banking and Insurance activities of which EUR 4.7 billion related

to the sale of the 50% of FortiS Bank and EUR 3.5 billion to Fortis

Verzekeringen Nederland The EUR 0.5 billion proceeds from the

sale of Fortis Corporate Insurance was allocated to Fortis Insurance

International This positive impact was partially mitigated by

loss of EUR 50 million in interest margin due to the accelerated

amortisation of premiums and discounts related to the redemptions

of the EMTN programme

Total expenses remained stable in 2008 on comparable base

to 2007 Staff expenses are in line with 2007 but are expected

to decrease substantially in 2009 following the planned reduction

in corporate staff

2008 2007 change

General
The net result of the General Account in 2008 amounted

to EUR 629 million negative compared with loss of EUR 446

million in 2007 The 2007 figures as reported on March 2008

have been restated for comparison purposes The main difference

from the published 2007 figures relates to intra-group eliminations

Eliminations relating to activities sold during 2008 have been

excluded from the 2007 comparison base

Higher realised and unrealised capital losses FUR 118 million

negative and lower other income EUR 30 million negative

were the reasons for the main variance from 2007 The higher

realised capital losses were due to FUR 295 million loss

incurred on the sale of US dollars and pounds sterling in the

context of the suspended closing of the transactions with BNP

Paribas and the Belgian State see also press release of 24

December 2008 In addition deterioration of the fair value

adjustment to the mandatory exchangeable bond portfolio

EUR 50 million and incurred losses related to the redemption of

the EMTN programme FUR 82 million were recorded in 2008

2007 included capital gain of EUR 127 million on the sale of

Fortis stake in Munich Re The drop in income in 2008 was

partially offset by the positive accounting impact EUR 415 million

of the relative performance note RPN related to the CASHES1

financial instrument in 2008 The value of the RPN at the end of

2008 was EUR 30 million negative compared with negative

value of FUR 223 million at the end of 2007

Other income was FUR 29 million lower as result of additional

expenses related to the restructuring of Fortis which could not be

re-invoiced to the former group companies The restructuring will

further reduce the number of ETEs at holding level from 114 to an

expected 40 to 50 in 2009

432 286

20

452 286

44 49

193 188

237 237

689 523

60 77

629 446

Net profit attributable to

minority shareholders

Net profit attributable 629 446
to shareholders

41%



Analysis of shareholders equity

in EUR million

Due from customers

Due from banks long term

Due to banks long term

Subordinated liabilities

Other borrowings

Receivable on balance

Accruals and other

Equity General

Equity Fortis Insurance Belgium

Equity Fortis Insurance International

Elimination treasury shares and discont

Shareholders equity Fortis

The net cash position of Fortis on 31 December 2008 amounted

to EUR 2.0 billion This amount was composed of EUR 2.5 billion

cash net receivables from banks of EUR 4.2 billion offset by

EUR 4.8 billion in debt certificates The latter refers to the remaining

amount outstanding as per 31 December 2008 on the euro medium

term note EMTN and commercial paper OF programmes

On December 2008 Fortis announced that bondholders under

the EMTN programme given the structural changes to the Fortis

group could ask for early redemption of their notes Fortis

started to redeem these notes on 16 December 2008 The total

outstanding amount under this programme on December 2008

was FUR 7.6 billion On 31 March 2009 this was further reduced

to approximately EUR .4 billion

The main elements of the other assets and liabilities of the General

Account are

Due from banks long term relates to loans made to Fortis

Bank SNNV

Due to banks long term relates to borrowing from Fortis Bank

SA/NV

Due from customers relates mainly to loan provided to Fortis

Insurance Belgium EUR 900 million and some other loans to

former group companies

Subordinated liabilities can be broken down into the amounts

outstanding on the NITSH II EUR 1.2 billion FRESH

FUR 1.1 billion and Hybrone FUR 500 million instruments

On 29 September 2008 Fortis and the Belgian government

entered into an agreement whereby the Belgian government

via the SFPI/FPIM subscribed to capital increase in Fortis

Bank SIVNV The subscription price amounted to EUR 4.7 billion

in return for which the SFPI/FPIM acquired 49.93% of the equity

of Fortis Bank SNNV As the transaction was structured as

capital increase the proceeds benefited Fortis Bank SIVNV

On October 2008 it was announced that the remaining Fortis

stake of 50% share in Fortis Bank SA/NV was sold to the

Belgian State via SFPI/FPIM for EUR 4.7 billion

As required by IFRS the subsidiaries sold and transferred by

Fortis are reported as discontinued operations The table below

provides breakdown of the net result after tax of the respective

discontinued activities split of the net result into an operational

result and book result on sale could not be made

The 2007 result of discontinued operations relates to OaiFor

Discontinued operations result

in FUR million 2008

Fortis Bank NV/SA 20822

Fortis Bank Nederland Holding 8591

Fortis Verzekeringen Nederland 1746

Fortis Oorporate Insurance 255

Eliminations and minority interests 168

OaiFor 1013

Result Discontinued operations 27412 3910

Oash and cash equivalents

Due from banks short term

Due to banks short term

Debt certificates

Net cash position

2509

6079

1826

4812

1950

Discontinued operations
2008 2007

Fortis agreed to number of transactions on 29 September and

and October involving the sale of all banking activities and

large part of the Insurance activities

1171

11

1006

7920

7744

1453

6661

4750

2946

65

353

2580

2750

1750

1760

86

1734 On October 2008 the Government of the Netherlands

729 1354 acquired Fortis Bank Nederland Holding N.y including its stake

3032 4656 in RFS Holdings By incorporating the activities acquired from

785 176
ABN AMRO Fortis Verzekeringen Nederland N.y and Fortis

2009 427 Oorporate Insurance N.y for total amount of EUR 16.8 billion

031 33 100
Of these proceeds EUR 12.8 billion were allocated to Fortis Bank

795 33047
SNN\ related to the sale of Fortis Bank Nederland Holding NV
and EUR 4.0 billion was allocated to Fortis Insurance NV
related to the sale of Fortis Verzekeringen Nederland NV and

Fortis Oorporate Insurance N.y

2007

491

1284

890

64



Investment portfolio

and other exposures an update
The profile of Fortiss investment portfolio has changed

substantially as result of the sale of Fortis Bank to the Belgian

State and the sale of the Dutch banking and insurance activities

to the Dutch State The risk profile of the investment portfolio of

Fortis Insurance has changed as result of value decreases and

the sale of equity investments

The table below gives breakdown of Fortis Insurances available

for sale AFS investment portfolio and its real estate exposure

both at market value

Available for sale portfolio plus real estate at market value

in EUR billion in

2008 2007 2008 2007

Real estate portfolio

The total fair value of Fortiss real estate portfolio amounted to

EUR 3.2 billion split between EUR 1.8 billion in investment property

and EUR .4 billion in buildings for own use Fortiss real estate

exposure is mainly geared towards office buildings commercial

assets and public car parks across Europe Interparking

The office portfolio is mainly located in the Brussels region

which is known for its relatively low volatility compared with other

European markets thanks to the presence of the European

Union The commercial assets are almost exclusively situated

within major shopping centres in Belgium The public car parks

are spread over seven European countries with proximity to city

centres hospitals railway stations airports and tourist attractions

Leases are often of long-term duration The diversification strategy

is designed to protect against the effects of downturns and

should allow the seizure of any investment opportunities that may

arise in the various real estate segments

The unrealised gain after tax on this portfolio after profit sharing

amounted to EUR 583 million at the end of 2008 This was not

reflected in net equity as real estate exposure is booked at

amortised cost

Fixed income portfolio

The vast majority of the investment portfolio concerned fixed

income securities Government bonds represented 63% corporate

bonds 36% and structured credits only 1% or FUR 418 million

of the total bond portfolio at the end of 2008 Investment in

CDOs was limited to FUR 73 million The average credit quality of

the bond portfolio was very high with 98% of the portfolio rated

or higher and 60% or higher Only 1% was below

investment grade or unrated Of the bonds in the corporate debt

portfolio 98% were investment grade or higher Hybrid debt

issued by banks comprised EUR 410 million or 4% of the total

corporate debt portfolio The impact of spread widening remained

limited Unrealised gains and losses on the corporate debt

portfolio were FUR 76 million in 2008

Equity portfolio

Fortiss total equity securities portfolio classified as available

for sale AFS amounted to EUR .3 billion at the end of 2008

The sharp decrease compared with the end of 2007 was the result

of the fall in value as well as substantial sales in order to reduce

to risk of the overall investment portfolio Around 40% of the

remaining EUR 1.3 billion was invested in shares and equity funds

The other 60% was invested in real estate funds bond funds

and money market funds

Capital position

Since the first quarter of 2007 Fortis has managed its consolidated

capital base by focusing on the following core equity targets

capital target for Fortis Bank equal to 6% core equity ratio

under Basel

core equity target for Fortis Insurance of 175% of the

regulatory minimum

group leverage target at General equal to 15% of the target

core equity of Banking plus the target core equity of Insurance

implying that 15% of Banking and Insurances combined target

core equity could be financed by group debt

group core equity target equal to the sum of the core equity

targets of Banking and Insurance after deduction of the

targeted group leverage

Fortiss target core capital reflects the diversified nature of the

group and the leverage at holding level With no banking activities

an absence of diversification and positive net equity at holding

level the old target capital model is no longer appropriate

Once the shareholders meetings have voted on the revised

agreement with the Belgian State and BNP Paribas Fortis will

have better view on the final composition of its assets and

liabilities During the period thereafter Fortis will assess its capital

Fixed income securities 43.6

Equity securities 1.3

Real estate investment property 1.8

Real estate for own use 1.4

Total 48.1

39.5 90% 82%

5.6 3% 12%

1.8 4% 4%

1.2 3% 2%

48.1 100% 100%



requirements Assuming the shareholders vote in favour of the

agreement the assessment of capital requirements will depend

partly on the size of insurance liabilities the risk profile of the

insurance entities assets local solvency requirements and the

various assets in the General Account These assets comprise

mainly various financial instruments issued by Fortis Bank S/VNV

and EUR 760 million investment in special purpose vehicle

for structured credits

The assessment of required capital will form part of the overall

strategy to be defined by the Board and Executive Management

in the coming period The strategy will also cover various other

subjects related to capital management

Capital ratios

Fortiss core equity amounted to EUR 7.9 billion at the end

of 2008 Core equity exceeds the total minimum requirement of

the insurance activities by EUR 5.4 billion

The core equity of insurance operations stood at EUR 4.7 billion

while total available capital at the insurance entities amounted to

EUR 5.1 billion 202% of the regulatory required minimum

The solvency ratio of Fortis Insurance Belgium amounted to 189%

Based on local accounting and regulatory supervision the solvency

ratio of Fortis Insurance Belgium was 204% Fortis Insurance

Internationals total solvency ratio was 238% at the end of 2008

Fortis Insurance International benefited from the capital gain on

the sale of Fortis Corporate Insurance to the Dutch State in the

fourth quarter of 2008 which reinforced its solvency

Key Capital Indicators in EUR million at year-end 2008

Core equity

Total available

capital

Mm solvency

requirements

Amount of total

capital above

minimum

Insurance Insurance Fortis General

Belgium International Insurance md elim

Core solvency
154%

ratio

Total solvency
189%

ratio

Tangible equity

Intangible assets on Fortiss balance sheet are relatively low They

total EUR .8 billion divided between goodwill EUR 531 million

deferred acquisition costs DAC EUR 421 million value of business

acquired çVOBA EUR 549 million and other intangible assets such

as parking management contracts of EUR 287 million Taking into

account taxation on intangibles and intangibles backed by minority

interests tangible net equity including unrealised gains after tax

on real estate amounted to EUR 6.0 billion This is EUR 0.8 billion

below reported shareholders equity of EUR 6.8 billion

Pro forma net equity and cash position

Assuming the execution of the agreement with the Belgian

State and BNP Paribas Fortiss pro forma net equity amounted

to EUR 7.5 billion being net equity at the end of 2008 and

the EUR 0.7 million capital gain on the sale of 25% of Fortis

Insurance Belgium The capital gain is 25% of the difference

between Fortis Insurance Belgiums net equity of EUR 2.8 billion

at the end of 2008 and the agreed sale price of EUR 5.5 billion

Fortiss pro forma net equity of EUR 7.5 billion at the end of 2008

should be compared with the EUR 7.0 billion pro forma net

equity reported in the shareholder circular dated 16 March 2009

The positive increase is explained by the increased book value of

Fortis Insurance Belgium due to the positive yield evolution of its

bond portfolio

The pro forma net cash position of General at the end of 2008

amounted to FUR 3.6 billion compared with the net cash position

of FUR 3.5 billion mentioned in the shareholder circular dated

16 March 2009 Of the FUR 3.6 billion pro forma net cash

EUR 0.3 billion will be used to improve the funding position

and eliminate the leverage of Fortis Insurance International NV

the holding of the operating entities outside Belgium in the course

of 2009 thereby reducing the pro forma net cash position to

FUR 3.3 billion .This amount is in line with the net cash position of

EUR 3.4 billion mentioned in the shareholder circular published

on 16 March 2009 The difference is explained amongst others

by payments of expenses and interest

This circular provides an overview of the financial implications of

negative vote on the proposed transaction

Total

Fortis

2890

3535

1871

1664

1767 4657

1555 5090

654 2525

901 2565

270% 184%

238% 202%

3225 7882

3079 8169



Consolidated balance sheet before appropriation of profit Consolidated income statement

held at fair value

through profit or loss

investment property

associates and joint ventures

Investments related to unit-linked

contracts

Reinsurance and other receivables

Property plant and equipment

Goodwill and other intangible assets

Accrued interest and other assets

Total assets

Shareholders equity

Minority interests

Total equity

Total liabilities and equity

31 December 31 December

2008 2007

89589

192431

262298

64732

31788

102073

21925

3018

899

2490

65742

836985

6795 33047

515 1147

7310 34194

92870 871179

in EUR million

Income

Insurance premiums

Interest income

Dividend and other investment income

Share in result of associates

and joint ventures

Realised capital gains losses

on investments

Other realised and unrealised gains

and losses

Fee and commission income

Income related to investments

for unit-linked contracts

Other income

Total income

Expenses

Insurance claims and benefits

Charges related to unit-linked contracts

Interest expense

Change in impairments

Fee and commission expense

Depreciation and amortisation of tangible

and intangible assets

Staff expenses

Other expenses

Total expenses

Profit before taxation

Income tax expense

Net profit for the period

Net result on discontinued operations

in EUR million

Assets

Cash and cash equivalents 5933 26360

Assets held for trading 237 74800

Due from banks 13893 119036

Due from customers 2511 316308

Investments

held to maturity 4234

available for sale 44704 164089

191 6193

1290 3656

2008 2007

431 28108

46616 206280

18040 31120

1154 9718

1135 4004

1366 3339

1985 80214

92870 871179

8448

3089

571

27

130

378

432

3191

354

9222

8418

3219

1343

558

912

174

644

869

9699

9227

2737

582

56

459

299

417

506

349

14034

9440

641

1280

49
915

163

645

780

13913

Liabilities

Liabilities held for trading 165

Due to banks 8759

Due to customers 148

Liabilities arising from insurance and 47751

investment contracts

Liabilities related to unit-linked contracts 18078

Debt certificates 4670

Subordinated liabilities 2908

Other borrowings 179

Provisions 71

Current and deferred tax liabilities 684

Accrued interest and other liabilities 2147

Total liabilities 85560

477 121

108 21

585 142

27412 3910

Net profit before minority interest 27997 052

Net profit attributable to minority interests 25 58

Net profit attributable to shareholders 28 022 994

The consolidated balance sheet and income statement are from

Fortiss financial statements for the year ended 31 December

2008 In order to thoroughly understand these figures we refer

to the Financial Statements which include the accounting policies

and more details



General Statement

The Fortis Financial Statements 2008 together with the Annual Review 2008

and the Auditors Reports to the Fortis Financial Statements 2008 constitute

the Fortis Annual Report 2008 The Annual Review should be considered the

Report of the Board of Fortis on the Fortis Consolidated Financial Statements

2008 in compliance with article 119 of the Belgium Companies Act

The Fortis Annual Report is prepared on going concern basis Although

Fortis incurred exceptionally large losses in 2008 and as consequence has

lost significant part
of its capital see note Solvency in the Fortis Consolidated

Financial Statements the remaining capital and liquidity position is reasonable

see note Risk Management in the Fortis Consolidated Financial Statements

However Fortis is faced with uncertainties related to the agreement of

12 March 2009 between various Fortis entities i.e Fortis SA/NV Fortis N.V

Fortis Brussels SNNv Fortis Utrecht N.V and Fortis Insurance NV BNP

Paribas S.A the Belgian State the Federal Participation and Investment

Corporation SociØtØ FØdØrale de Participations et dInvestissementlFederale

Participatie- en Investeringsmaatschappij SA/NV or the SFPI/FPIM Fortis

Bank and Fortis Insurance Belgium which set out the terms and conditions of

the transfer of majority of the shares in Fortis Bank by the SFPI/FPIM to BNP

Paribas and the transfer of 25% of the shares in Fortis Insurance Belgium

by Fortis Insurance NV to Fortis Bank as well as the terms and conditions of

the strategic partnership resulting
from these transactions the Agreement

The uncertainties can briefly be summarised details of the Agreement are

provided in note 55 of the Fortis Consolidated Financial Statements as follows

The Agreement will if accepted by the shareholders of Fortis

generate EUR 1375000000 in cash for the sale of 25% of the shares

in Fortis Insurance Belgium to Fortis Bank

require
cash investment of EUR 760 million representing Fortiss share in

the equity of the special purpose vehicle SRI

mean that the Relative Performance Note RPN will remain in place and

that in addition Fortis or in certain more unlikely scenarios Fortis Bank

will be required to make quarterly interest payments under the RPN

calculated at rate of EURIBOR months pIus 20 basis points on the then

outstanding amount

recognise the fair value of the call option granted by the SFPI/FPIM in

respect of the upside on the BNP Paribas shares above EUR 68 Assuming

that the option extends to 121218054 BNP Paribas shares and based on

market information of 12 March 2009 this option is estimated to have

market value of EUR 504 million

The future value of the stake of Fortis in the SPV is dependent on the quality

of the toxic assets to be acquired by the SPV and conditions of the funding to

be received by the SPV The toxic assets are still under examination and

the funding is subject to negotiation In any case the maximum downside risk

of Fortis related to the SPy is the initial investment of EUR 760 million

In the case of vote against the proposed resolution to the shareholders

meetings of and April 2009 Fortis would continue to be legally bound by

fallback provision in the Share Purchase Agreement of 10 October 2008

with the SFPI/FPIM as amended relating to the financing of the SPV This

agreement provides for the financing of the SPV only by Fortis and the SFPI/

FPIM in the event that the Agreement with BNP Paribas does not come into

effect Should the failback provision be enforced Fortis would be required to

fund EUR 6.86 billion out of total amount of EUR 9.36 billion less any

redemptions and subject to currency adjustments To secure such obligation

Fortis granted pledge over 100% of its shares in Fortis Insurance Belgium

Although in the case Fortis has to fund EUR 6.86 billion an agreement is in

place with the SFPI/FPIM that they will fund EUR billion negative vote could

have severe negative impact on Fortis liquidity position Fortis is confident

based on the current discussions and the agreements reached in the last

months it will be able to negotiate funding plan that will leave sufficient

liquidity to continue the current operations and to fulfill the obligations resulting

of negative vote

Fortis is fully aware of the uncertainties it faces with regard to the legal

proceedings started as result of the events and developments occurred

between May 2007 and October 2008 see note 52 Contingent liabilities of

the Fortis Consolidated Financial Statements the approval of the transactions

agreed with BNP Paribas and SFPI/FPIM by the shareholders see note 55

Post balance sheet events of the Fortis Consolidated Financial Statements

and the funding of the SPV see above Although Fortis is confident it will be

able to manage these uncertainties and has taken all measures necessary

to contain the effect of negative outcome it can never be excluded that

the existence of these uncertainties may cast significant doubt on the ability

of Fortis to continue to operate on going concern basis

Fortis was not able to value its obligation resulting from the commitment to fund

the SPV which was established to acquire the portfolio of structured credit

instruments at transaction date nor at year-end 2008 because of the various

uncertainties mentioned above in respect of the arrangements made between

parties concerned If the obligation could have been valued it could have had

an impact on the result on sale of Fortis Bank nv-sa and the results for the year

Like any other financial institution Fortis is involved as 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 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 etc Fortis is involved or may still become involved

in number of legal proceedings as well as administrative and judicial

investigations in Belgium the Netherlands and the USA some of which could

result in substantial but currently unquantifiable future liabilities for Fortis see

note 52 and of the Fortis Consolidated Financial Statements for details

Note of the Forts Consolidated Financial Statements provides details of the

type of risk Forts is facing in its daily operations and the way risk is managed

within Fortis including risk policies

Due to circumstances beyond the control of the Board of Directors Fortis

was not able to apply IFRS in all its detail for 2008 since the discontinued

subsidiaries were not able to provide auditable figures on the operating result

up to the moment of sale Therefore Forts could not provide the IFRS required

split for 2008 of the result of discontinued operations into result on

divestment and operating result 2008 as well that Forts was not able to

provide the cash flows related to discontinued operations for 2008

The shareholders of Fortis SA/NV voted in accordance with article 633 of

the Belgium Code of Companies at the shareholders meeting of December

2008 that the activities of Forts SANV should be continued Consequently

the financial statements of Forts SNNV are prepared based on the going

concern principle



Governance at Fortis

Fortis experienced the most turbulent year in its history in 2008 The transactions with the governments

of Belgium the Netherlands and Luxembourg and BNP Paribas that were announced on

29 September October and October fundamentally altered the composition and character of

the group This naturally had significant implications for corporate governance

The new situation has brought about rapid changes in the

composition and duties of the groups key administrative bodies

The Fortis Governance Statement describes corporate governance

at Fortis prior to the sale of important corporate entities in the

Netherlands and Belgium It remains unclear at this point how

the composition of the group will develop in the future As soon

as

actual overnance of the company

In spite of the events of the past year and the prevailing uncertainty

Fortis continues to attach great importance to good corporate

governance Fortis will continue in its efforts to adhere to the

applicable corporate governance codes

Fortiss structure and shares

Fortis was created in 1990 by the cross-border merger

Europes first of Belgian insurer AG Group with Dutch

bancassurance group AMEvNSB Our overall legal structure has

been adapted regularly in the intervening years Fortis has two

parent companies Belgian one Fortis SNN\ and Dutch

one Fortis NV shares in which have been twinned to form one

Fortis share Fortis shares are ordinary shares in every respect

including voting rights and dividend entitlement

Each Fortis share carries single vote at the shareholders

meetings of Fortis SNNV and Fortis NV Fortis shareholders are

thus entitled to attend and cast their votes at the general

meetings of both companies The two shareholders meetings

basically deal with the same matters The Articles of Association

specify that for certain resolutions to be valid they must be

passed by both meetings

There were 2516657248 Fortis shares issued as at 31 December

2008 Additional information on Fortiss structure and shares is set

out in chapter of the Fortis Governance Statement and note

of the Fortis Financial Statements

Board of Directors

The Fortis Board of Directors operates within the framework

defined by Belgian and Dutch legislation normal practice in

the two countries and the Articles of Association The role and

responsibilities of the Board of Directors and its composition

structure and organisation are described in detail in the Fortis

Governance Statement That document also includes the

independence criteria applying to non-executive members of

the Fortis Board



Composition

Maurice Lippens was reappointed at the Annual General

Meetings of Shareholders on 29 April 2008 as non-executive

director for term of four years until the end of the Annual

General Meetings of Shareholders in 2012 Jacques Manardo

Rana Talwar both non-executive directors and Jean-Paul Votron

executive were reappointed for three years Louis Cheung Chi Yan

joined the Board of Directors as new non-executive director

He too was appointed for three years

On 11 July Fortis announced that the Board of Directors and

Jean-Paul Votron had decided by mutual agreement and in

the interest of the group to terminate his mandate as Fortis CEO

He was succeeded by Herman Verwilst previously Deputy CEO

and executive member of the Board

Fortis announced on 29 September that Maurice Lippens was

stepping down as Chairman of the Board of Directors Deputy

Chairman Jan-Michiel Hessels subsequently assumed the duties

of Acting Chairman

The Board of Directors decided on 31 October that smaller

Board was required with new non-executive Chairman

It therefore proposed the appointment at the shareholders

meetings of and December 2008 of Etienne Davignon In the

interests of continuity it also decided to propose the appointment

of Jan-Michiel Hessels Louis Cheung and Philippe Bodson

Karel De Boeck was proposed as an executive director

On and December 2008 shareholders of Fortis SA/NV

and Fortis N.y respectively approved the appointment of Karel

De Boeck as executive director and that of Louis Cheung as

non-executive director They were appointed until the end of

the Annual General Meetings of Shareholders in 2010 and 2009

respectively Herman Verwilst stepped down as executive

director on December Since shareholders only approved two

of the proposed directors new lawfully constituted Board of

Directors could not be installed which meant that the incumbent

Board remained in place provisionally together with Karel

De Boeck and Louis Cheung The latter resigned his position

as non-executive director on February 2009

On 11 and 13 February 2009 shareholders of Fortis SNNV

and Fortis NV respectively approved the appointment of Jozef

De Mey Georges Ugeux and Jan Zegering Hadders as non-

executive directors until the end of the Annual General Meetings

of Shareholders in 2011 The Board of Directors elected

Jozef De Mey as its Chairman Georges Ugeux resigned on

the date of his appointment

All incumbent Board Members with the exception of Karel De Boeck

stepped down on 13 February 2009 Jan-Michiel Hessels

Philippe Bodson Richard Deibridge Clara Furse Reiner Hagemann

Jacques Manardo Alois Michielsen Ronald Sandier Rana Talwar

and Klaas Westdijk

three persons as at 31 March

QeIeairmanKarelbe CO and Jan

Meetings

The Board of Directors met on 25 occasions in 2008 Eight

meetings were planned as part of the normal meeting schedule

Four of them lasted one full day and three lasted half day

while the annual Board off-site meeting was for one and half

days Attendance details can be found on page 38 As from

26 September the Board met 14 times to discuss issues related

to the developments from September 2008 onwards Three

additional meetings were held in view of the solvency situation

The regular meetings dealt with the following matters

The strategy pursued by Fortis as whole and by each

Fortis business

Strategies pursued by Human Resources Technology

Operations Process Services and Facilities Purchasing

Ongoing development of each of the Fortis businesses

The 2008 budget

Quarterly balance sheets and income statements with additional

information provided by the CFO and external auditors

Investor relations and corporate communications

Reports of Board committees following each of their meetings

Fortiss structure and risk management

Nomination of directors for appointment or re-election by

the Annual General Meetings of Shareholders

The remuneration of non-executive Board Members

the CEO and the Executive Committee members and the stock

option plan for selected members of senior management and

Fortis employees

The economic and monetary environment

Regulatory and legislative developments in the Benelux countries

and their impact on Fortis



Remuneration

The remuneration of non-executive Board Members consists

of basic annual salary plus attendance fees for Board committee

meetings 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 Board Members in

2008 was EUR 1.8 million The remuneration paid to non-executive

Board Members was substantially reduced on October 2008

on the recommendation of the Nomination and Remuneration

Committee bringing it in line with the new scale and composition

of the group Further information in this regard can be found in

note 11 of the Fortis Financial Statements

The Board mandate as such is not remunerated in the case

of executive directors who receive remuneration linked to

the executive functions they perform within Fortis Details of the

remuneration paid to Jean-Paul Votron Herman Verwilst and Karel

De Boeck who were the only executives serving on the Board in

2008 are provided in note 11 of the Fortis Financial Statements

Several members of the Board of Directors hold Fortis shares

In accordance with Dutch and Belgian law and regulations details

and updates of stock options and shares held by all Board

Members are reported to the Banking Finance and Insurance

Commission in Belgium and the Authority for the Financial

Markets in the Netherlands On 31 December 2008 members

of the Board held total of 161254 shares 206686 options

and 29206 restricted shares

See note 11 of the Fortis Financial Statements for review of

remuneration policy actual remuneration of the Board Members

and Fortis options and shares held by Board Members

Board committees
In accordance with the Fortis Governance Statement three

committees have been set up within the Board of Directors

the Nomination and Remuneration Committee the Risk and

Capital Committee and the Audit Committee

The composition and functioning of the Board committees is

currently under review According to the terms of reference of the

Board committees which are incorporated in the Fortis Governance

Statement each committee is composed of non-executive Board

Members and has minimum of three and maximumof five

members All committee members have to satisfy the independence

criteria set by the Board In view of the current composition of

the Board these terms are not met

On 26 September the Board decided to establish Special

Board Committee consisting of Jan-Michiel Hessels Philippe

Bodson and Klaas Westdijk and assigned the following tasks

Organise an orderly process of managing the crisis situation

Support the CEO when needed

Ensure an adequate flow of information to the Board Members

Be available for discussions with the authorities

The Special Board Committee was disbanded

on December 2008

Nomination and Remuneration Committee

The Nomination and Remuneration Committee advises the Board

of Directors on the appointment and re-election of members

of the Board and the appointment of executive managers

on remuneration policy and the remuneration of members of the

Board and the executive management and on Fortiss employee

and management stock and option plans The Nomination

and Remuneration Committee consisted of Maurice Lippens

Chairman until 29 September 2008 Jan-Michiel Hessels

Jacques Manardo and Rana Talwar The CEO and the Deputy

CEO used to attend the meetings except when matters were

discussed relating solely to their personal interests

The Committee met on nine occasions in the year under review

Five meetings took place after the end of September mainly to

deal with Board nominations and with changes in the Executive

Committee Attendance details can be found on page 38

The matters discussed by the Nomination and Remuneration

Committee in 2008 included

Nominations to the Board of Directors

Performance appraisal of the members of the Board of

Directors proposed for re-election

Composition of the Board Committees

Remuneration of non-executive directors

Targets of the CEO and Executive Committee members

The remuneration of the CEO the Deputy CEO and the other

members of the Executive Committee

Severance terms for members of the Executive Committee

Disclosures regarding remuneration and the activities

of the Nomination and Remuneration Committee in the

Annual Report

The Chairman of the Nomination and Remuneration Committee

reported on the aforementioned matters to the Board of Directors

after each meeting and advised the Board on decision-making

when required



Risk and Capital Committee

The Risk and Capital Committee assists the Board of Directors

in three ways

In understanding Fortiss exposure to risks inherent to banking

and insurance activities

ii In overseeing the proper management of these risks

iii
In ensuring the adequacy of Fortiss capital relative to these

risks and to those inherent in its overall operations

The Risk and Capital Committee comprised the following

members in 2008 Philippe Bodson Chairman Louis Cheung

from May 2008 Clara Furse and Alds Michielsen

The Risk and Capital Committee met on seven occasions in 2008

Attendance details can be found on page 38 The meetings were

attended by the CEO the Deputy CEO the Chief Financial Officer

and the Chief Risk Officer The Risk and Capital Committee last

met on October From then on topics that are usually dealt with

by the Risk and Capital Committee have been put on the agenda

of the meetings of the Board of Directors

The Risk and Capital Committee met more frequently than

usual in 2008 in response to the solvency and liquidity situation

The latter was discussed in detail on several occasions

The following matters were also dealt with

Fortiss risk structure and risk governance including the

organisational structure of the risk management function

and its main procedures Monitoring of the risk management

and control system was based on reports by management

management control statements and their follow-ups

The Committee also discussed the outcome of the 2008 risk

management focal point audit which was performed

by Fortis Audit Services

The dividend policy and the 2007 dividend

Fortiss risk profile quarterly risk dashboard provided the

Committee with detailed overview of the risks to which Fortis

is exposed in areas such as credit risk and liquidity risk and

of the way these risks are measured and managed

Fortiss position with regard to Basel II and Solvency II

The Insurance Risk Framework

The Structured Credit Portfolio and exposure to subprime CDOs

The valuation of RFS Holdings

The Chairman of the Risk and Capital Committee reported on

these topics to the Board of Directors after each meeting and

submitted the Committees recommendations to the Board for

Audit Committee

The Audit Committee supports the Board of Directors in fulfilling

its supervision and monitoring duties in the area of internal control

in the broadest sense within Fortis That includes internal control

over financial reporting

The Audit Committee was assisted by Fortiss external auditors

KPMG and PwC and until October by certain Fortis support

functions including Fortis Audit Services Compliance Risk

Management and the Reporting Office These support management

functions are currently being re-established at group level

The Audit Committee comprised the following members in 2008

Klaas Westdijk Chairman Richard Delbridge Reiner Hagemann

and Ronald SandIer Each memberof the Audit Committee has

considerable financial or accounting experience gained as

either CEO or CFO of large financial institution or other major

listed company

The Audit Committee met on nine occasions in 2008 Attendance

details can be found on page 38 The five regular meetings were

attended by the CEO the CEOs of the Bank and of Insurance

the General Auditor and the external auditors The Audit Committee

also met in closed session individually with the CEO the CFO

the General Auditor and the external auditors while the Committee

Chairman held regular meetings with the General Auditor

Four additional meetings were held in November and December

In view of the developments since the end of September Fortis

decided not to publish the regular third-quarter results Instead

an interim management statement was issued on 14 November

This statement was discussed by the Audit Committee

and consequently approved by the Board The same goes for

the updated interim management statement which was issued

on 17 Decembe following the ruling of the Belgian Court of Appeal

Fortis cafØ

The Couleur CafØ festival which Fortis has sponsored

for 14 years was held from 27 to 29 June 2008 at

Brussels Tour Taxis converted industrial warehouse

Some 70000 visitors attended the three-day festival

all fans of hiphop RB reggae and world music

aiming to reflect the cultural diversity of Brussels

Some 20 Fortis Ambassadors were on hand for

the occasion
final decision



During the regular meetings the following matters were considered

Monitoring of the integrity of quarterly and annual financial

statements including the 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 first and second-

quarter results and the other press releases Fortis issued

regarding its financial position

Monitoring of the risk management and control system based

on reports by management management control statements and

their follow-ups the compliance function and Fortis Audit Services

Monitoring of the external audit process This included the

review of the external audit plan and the quarterly Auditors

Letters The Audit Committee monitored the independence of

the external auditors based on factors such as their declaration

of independence and fees and by tracking the volume and

nature of non-audit services preapproved in line with Fortiss

independence policy

Reviewing the terms of reference of the Committee and

executing an annual self-assessment of its performance

The Chairman of the Audit Committee reported on the outcome

of all meetings to the Board of Directors after each meeting and

presented the recommendations of the Audit Committee to

the Board for decision-making

Executive management
As stated in the Fortis Governance Statement the Executive

Management of Fortis consists of the Chief Executive Officer

CEO and the Group Executive Committee Fortis has been

headed since December 2008 by CEO Karel De Boeck

With the exception of Peer van Harten who is responsible for

the insurance operations all the members of the Executive

Committee have left the Executive Committee They are

Jean-Paul Votron left 11 July 2008 Gilbert Mittler August 2008

Camille FohI 31 October 2008 Lex Kloosterman 31 October

2008 Filip Dierckx 21 November 2008 Herman Verwilst

December 2008 and Alain DeschŒnes 31 December 2008

Details of the remuneration of these persons and their exit

payments can be found in note 11 of the Financial Statements

Remuneration

The remuneration of executive managers consists of fixed base

salary variable annual incentive and variable long-term

incentive which in 2008 was received as combination of option

rights cash and restricted shares The variable remuneration

depends on such factors as individual performance performance

of the business relative to predefined targets and Fortiss

performance relative to several of its peers in the financial sector

Stock and option plans

Options on Fortis shares have once again been granted but to

very selected group of members of senior Fortis management

In 2008 Fortis recorded EUR million staff expenses with

respect to the option plans 2007 EUR 19 million When option

rights granted under this plan are exercised new Fortis shares

will be issued or previously repurchased shares will be used

Note 10 of the Fortis Financial Statements contains review of

the stock and option plans

Internal control

The description of the processes and procedures given below

were in full operation for the period until end of September 2008

the date the Dutch Belgian and Luxembourg governments

intervened Since many of the key managers at group level left

Fortis at that time the system of internal control was impacted

and the central monitoring and follow-up have not continued as

before However at the operating company level local

management and boards have remained in place and continued

to be responsible for their businesses Once the new scope of

Fortis group has been finalised the full system of internal control

and monitoring will be re-established



Responsibility

Ultimate responsibility for implementing and maintaining internal

control and for reviewing its effectiveness lies with the Fortis

Board of Directors Management Teams at the individual

businesses legal entities support functions and subsidiaries

carry out these functions in practice It is managements task to

Set the example

Establish clear objectives

Maintain strong awareness of internal control

Create appropriate organisational structures

Identify assess and monitor risks

Ensure the effectiveness of all processes

Report on all this and take corrective action where necessary

Internal control in accordance with the COSO ERM framework

is firmly embedded within our organisation It relies on the

contribution of all our employees as it is their combined efforts

that ultimately determine whether our systems and procedures

are functioning as intended

Policies and standards

The Board of Directors sets company policy on key operational

areas such as business conduct private investments and

the independence of external auditors We have also instituted

whistleblower procedure The Management Teams then establish

specific operational and reporting standards for application

across the whole of Fortis particular business or within

geographical region Together these policies and standards form

an integral part of our internal control system They are regularly

reviewed and updated set out clearly in the form of manuals and

publicised using internal communications The frequency of review

depends on the specific risk profile of the activity in question

Managements responsibility extends to the formulation of

second-level controls in other words control procedures to ensure

that the primary controls are functioning effectively and that

significant failings are reported at the appropriate hierarchical

and/or supervisory level and acted upon

Operations

The Management Teams at each of our businesses are responsible

for internal control which entails the correct processing execution

and recording of all transactions carried out within their respective

front middle and back office systems Automated systems are

particular focus in this regard with adequate access and

application controls as an integral part These are scrupulously

tested before any new system is put into place Strict routines are

also in place to ensure operational and system security

Safeguarding assets

Additional standards and controls are delivered by our support

functions These are independent of the businesses and report

to the CEO CFO Chief Operating Officer or Chief Risk Officer

as appropriate

The role of Central Risk Management is to ensure that systems

and procedures are in place to identify control and report on major

risks including investment risk credit market and liquidity risk

insurance risk and operational risk The unit independently monitors

the risks incurred and reports on them via Risk Committee

structure flowing upwards to the Risk and Capital Committee

and to the Board Our risk management framework is described

in further detail in the Financial Statements

Financial reporting

The Board sets and endorses the accounting policies adopted

by Fortis The CFO Office then ensures that comprehensive

internal controls are in place for the preparation and publication

of our periodic financial statements and ad-hoc financial bulletins

Legal Compliance Investigations and Tax

Our Legal Compliance Investigations and Tax departments advise

on and monitor all legal compliance fraud and tax aspects of

Fortiss activities and regularly report on the risks they identify and

on outstanding litigation
in their respective fields

Monitoring

As distinctive part of our reporting and monitoring cycle senior

managers up to the Executive Committee sign annual internal

management control statements These follow on from Control

Risk Self Assessment process including the drafting of action plans

to remedy identified weaknesses Key observations are reported

to and discussed by the Business Risk Committees the Banking

and Insurance Risk Committees see the risk management

framework in our Financial Statements the Executive Committee

and ultimately by the Audit Committee Developments in internal

control quality are also factored into our senior managers

variable remuneration



Fortis Audit Services FAS which is centrally organised monitors

the effectiveness of governance risk and control processes

across the whole of Fortis Auditors evaluate the safeguarding of

assets the effectiveness of operations compliance with applicable

laws and regulations and the
reliability

of financial and management

information They then present recommendations and follow

them up to ensure they are implemented correctly The General

Auditor also has direct access to the Chairman of the Board

As consequence of the disruption of Fortis group the annual

Control Risk Self Assessment cycle was not completed at the

Executive group level and stopped at the local business level

For the year 2008 the Management Control Statement has been

signed by all insurance operating companies

The corporate governance
reference codes
Fortiss international structure headed by two listed parent

wo cor orate overnance sys ems that re erowo
se arate codes While rincip es erying are

aysuiiathereareanumberoierences

Because of the specific Belgo-Dutch context in which Fortis

operates we have developed our own single tier governance

structure The structure is described in detail in the Fortis

Governance Statement which will be revised as soon as there is

greater clarity regarding the future and scale of the group

Those aspects of corporate governance at Fortis that require

additional explanation in the light of the Dutch or Belgian codes

the Tabaksblat Code and Belgian Corporate Governance Code

respectively can be found below

Fortis and the BeIgan Corporate Governance Code

The Belgian Corporate Governance Code was published on

December 2004 the 2004 Code and came into force on

January 2005 It applies to all companies incorporated under

Belgian law the shares of which are traded in regulated market

The Code uses the comply or explain concept which means

that if company chooses to deviate from any of the Codes

principles it must explain its reasons for doing so in the Corporate

Governance section of its annual report

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 Code and applies to reporting years

beginning on or after January 2009

As already explained in the Fortis Annual Reviews of previous

years Fortis applies all the 2004 Codes main principles

Two items require more detailed explanation

Principle 2.3 Independence of directors The Belgian

Corporate Governance Code states that To be considered

independent director should be free from any business

close family or other relationship with the company its

controlling shareholders or the management of either that

creates conflict of interests such as to affect that directors

independent judgement The phrasing of this principle

generally requires little comment Questions may be raised

however regarding its implementation and the way specific

criteria in respect of directors independence are formulated

The Belgian Corporate Governance Code the Tabaksblat

Code Article 524 of the Belgian Companies Act and the

recommendation of the European Commission of 15 February

2005 for instance all set out independence criteria which

if not actually contradictory nevertheless differ from one another

For that reason we have opted for our own criteria at Fortis

as defined in our Governance Statement These match those

of the Belgian Corporate Governance Code with the exception

that Fortis considers it necessary to limit to listed companies

the restrictions on cross-directorships

The Annual General Meetings of Shareholders in April 2008

endorsed the view that the proposed reappointment of

Count Maurice Lippens as non-executive Board Member for

period of four years would be in Fortiss interest and that this

reappointment leading to total term of directorship of more

than the twelve years laid down in the Fortis Governance

Statement would not affect Maurice Lippens independence



Fortis and the Tabaksblat 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 Tabaksblat Code or to explain any instances in which

they have deviated from it Accordingly Fortis stated in its Annual

Reports for 2004 2005 2006 and 2007 that the principles and best

practice provisions of the Tabaksblat Code had been met in those

financial years with certain substantiated exceptions Fortis

respective statements were discussed at the Annual General Meetings

of Shareholders in May 2005 May 2006 May 2007 and April 2008

By re-electing Count Maurice Lippens for period of four years

i.e until the close of the Annual General Meetings of Shareholders

in 2012 the Annual General Meetings of Shareholders of April 2008

endorsed the view of the Board of Directors that the re-election was

in Fortiss interest The Annual General Meetings of Shareholders

thus resolved not to abide by the maximum term of directorship

twelve years generally recommended by the Tabaksblat Code

Best Practice provision 111.3.5 The Annual General Meetings of

Shareholders in May 2007 had taken similar position with regard

to the re-election of Baron Piet Van Waeyenberge as non-executive

Board Member for period of one year i.e until the close of

the Annual General Meetings of Shareholders in 2008

Bearing in mind the points expressed above we hereby declare

that Fortis complied with the principles and best practice provisions

of the Tabaksblat Code in 2008 subject to the following

qualifications and exceptions which have remained unchanged

since the financial year 2006

Qualifications

Our aim at Fortis is to comply with the Tabaksblat Code to

the maximumpossible extent We cannot however meet all of

the Codes provisions Some of them conflict with the internal

coherence of our governance structure which has been carefully

developed over the years to meet the challenges facing

bi-national group What is more our single-tier board structure

creates specific framework that is not customary in the

Netherlands and which did not act as the primary frame of

reference when the Tabaksblat Code was drafted

When applying the Code therefore we have been obliged to

translate the various provisions to fit our single-tier structure

Provisions aimed at the Supervisory Board or the management

board have thus been applied to Fortiss Board of Directors

while provisions for individual members of the supervisory board

have been applied to our non-executive directors and provisions

for individual members of the management board to Fortiss CEO

and Deputy CEO

Some provisions could not however be translated into the Fortis

context These include the rules regarding delegated supervisory

board member and supervisory board member who temporarily

takes on the management of the company respectively 111.6.6

and 111.6.7 of the Tabaksblat 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

Similarly the provision that the Chairman of the Board should

not have held an executive position at the company 111.8.1 is an

anomaly in the context of single-tier board model the essence

of which is precisely to combine the expertise of executives

and non-executives in one and the same decision-making body

Fortiss Chairman and co-founder Maurice Lippens was

Co-Chairman of both the Board and Executive Committee until

2000 Until the end of September 2008 he was non-executive

Board Member and Chairman of the Board

Several provisions of the Tabaksblat Code do not moreover

apply to Fortis This is the case with the following sections

11.2.1 share options as conditional remuneration component

for management board members Fortis does not offer such

options 111.2.1 all supervisory board members with the exception

of one person only must be independent 111.8.4 sets out

the rule as it applies to Fortis IV.1 .2 voting right on financing

preference shares Fortis does not have this type of preference

share and 1V21V2.8 depositary receipts for shares Fortis

does not issue this type of depositary receipt These provisions

have not therefore been taken into consideration

With regard to section 111.3.5 the view has been taken that Fortiss

rule that nobody may serve as director for more than twelve

years with no individual term exceeding four years does not

materially deviate from the Codes requirement of maximumof

three terms of four years each Lastly the provisions regarding

the remuneration committee and the selection and appointment

committee have been interpreted as applying to our Nomination

and Remuneration Committee since this body combines

the strongly interrelated selection appointment and remuneration

functions at Fortis



Exceptions1

BP 11.1.6 The management board shall ensure that employees

have the possibility of reporting alleged irregularities of 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

Fortis has introduced whistleblower 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 run up against legal and/or cultural objections

BP 11.2.3 Shares granted to management board members

without financial consideration shall be retained for period of at

least five years or until at least the end of the employment if this

period is shorter

Under the long-term incentive plan shares can be awarded

only to executive Board members They may sell up to 50%
of the shares in order to pay the tax incurred on them The

remaining shares may not be sold until six months after

termination of their relationship with Fortis

BP 11.2.6 The Supervisory Board will draw up regulations

concerning ownershi of and transactions in securities by

management board members other than securities issued by

their own company The regulations are publlshed on the

website The Compllance Officer is notified at least quarterly of

private investments in securities of Dutch listed companies

As explained to the Annual General Meetings of Shareholders

in May 2006 Fortis has drawn up and issued the required

regulations on insider trading but contrary to Best Practice

11.2.6 these regulations are not published on the Fortis website

since these regulations are numerous and tailored to highly

specific local and/or business requirements In line with the

objectives set by the Tabaksblat Code the Fortis Governance

Statement contains Policy Statement summarising principles

and guidelines on the use of inside information and private

investments to be adhered to by all Board Members other senior

managers officers and employees worldwide

BP 111.1 .7 The supervisory board shall discuss at least once year

on its own i.e without the management board being present

both its own functioning and that of its individual members

Fortiss Board of Directors regularly reviews its own performance

in an appropriate manne but not necessarily on an annual basis

The Nomination and Remuneration Committee evaluates

the individual Board Members

Stichting Gontinulteit Fortis

The Board of Directors of the Stichting Continulteit Fortis SCF
has decided on 13 March 2009 to discontinue and liquidate the

SCF after prior approval of the Board of Directors of Fortis N.y

Due to the recent developments and the significant changes in

the organization of the Fortis group it was deemed no longer in

Fortiss interest to maintain the corporate structure set up around

the 5CR

The purpose of the SCF was to guarantee the continuity and

maintain the identity of Fortis N.y and more generally the

companies belonging to the Fortis group To achieve this goal

the SCF had entered into call option agreement enabling it to

subscribe to preferred shares in the share capital of Fortis NV
and hence to exercise the rights attached to such shares

including voting rights The agreement between Fortis NV and

the Stichting has been terminated

Since its operational launch in March 2008 our Indian

joint venture lDBl Fortis has become the countrys

most successful new life insurer in the private sector

The company sold over 49000 policies in its first nine

months and recorded premium income of EUR 29

million To promote its innovative Wealthsurance

product IDBI Fortis created new distribution

platform featuring hip and very funny animation

The initiative has become the most watched branded

viral video in India with over 200000 views in three

months and great success in terms of lead generation

Promoting insurance

with humour

BP refers to the Best Practice sections of the Tabaksblat code



Board of Directors

Karel De Boeck

1949 Belgian

Chief Executive Officer

First appointed 2008 Term runs until 2010

Positions held with other listed companies none

Other positions held none

Company Secretary

Dimitri van Eenoo Fortis SNN
Hendrik Jan Eijpe Fortis NV

First appointed 2009 Term runs until 2011

Positions held with other listed companies none

Other positions held Member of the Board of

Directors of Credimo Holding NV Credimo NV
De Elk NV Muang Thai Fortis Holding Co

Ltd and NV Zinner

First appointed 2009 Term runs until 2011

Positions held with other listed companies

Member of the Supervisory Board of Grontmij NV

Other positions held Member of the Supervisory

Board of GET Holding and F-concern

Attendance at Directors meetings

Maurice Lippens

Jan-Michiel Hessels

Jean-Paul Votron

Karel De Boeck

Philippe Bodson

Louis Cheung

Richard Delbridge

Clara Furse

Reiner Hagemann

Jacques Manardo

Alols Michielsen

Ronald Sandier

Rana Talwar

Piet Van Waeyenberge

Herman Verwilst

Klaas Westdijk

Board of Directors

Meetings

10 10

25 25

25 23

22 17

25 24

25 19

25 24

25 21

25 23

25 19

25 19

21 20

25 23

Audit Committee

Meetings

Risk and Capital

Committee

Meetings

Nomination and

Remuneration Committee

Meetings

Held Attended

Jozef De Mey Jan Zegering Hadders

1943 Belgian 1946 Dutch

Chairman of the Board of Directors Independent Director

2008

Held Attended Held Attended Held Attended



Investor Relations

Share information and volume

The Fortis share represents one unified share in the Belgian

and Dutch parent companies Fortis SA/NV and Fortis N.y

respectively The share replaces the former Fortis and Fortis NL
shares and was first listed on 17 December 2001 At the end of

2008 the number of outstanding Fortis shares carrying voting

rights and entitled to dividend was 2351661425 The increase

of 150 million shares compared to year-end 2007 is the result

of an accelerated bookbuilding offering on 26 June 2008 at

EUR 10 per share as part of an updated capital plan

At year-end 2008 the total number of Fortis shares issued was

2516657248 the difference compared to the aforementioned

number of outstanding shares being 164995823 shares

This consists of 39682540 treasury shares held by Fortfinlux

S.A in respect of FRESH capital securities and the Fortis shares

held by Fortis Bank Belgium 125313283 in respect of CASHES

capital securities These shares have no voting rights and are

not entitled to dividend

In 2008 the daily average number of Fortis shares traded on

both Euronext Brussels and Euronext Amsterdam was 30 million

up 74% from 2007 representing an average amount of

EUR 313 million

Major shareholders

at year-end 2008

Ping An Insurance

Fortis Bank

Other shareholders in2 Belgium/Luxembourg

The Netherlands

Germany

Rest of World 30%

Total rounded figures 100%

The 125 million shares linked to CASHES that are included in the Fortis
holding

company will not be entitled to voting and dividend rights until the CASHES are

exchanged for the
underlying instruments

Based on an extrapolation from 65% identified shareholders base

Stock exchange listings

Fortis has primary listing on both Euronext Brussels and

Euronext Amsterdam and has secondary listing in Luxembourg

In the United States Fortis has sponsored ADA programme

Euronext has introduced single order book as of 14 January

2009 as result of which companies with dual listing have had

to choose market of reference Fortis has chosen Euronext

Brussels However Fortis investors can still perform transactions

on both markets Euronext Brussels and Euronext Amsterdam

The Fortis share continues to be quoted in the Belgian BEL2O

index Euronext Amsterdam decided to withdraw the Fortis share

from the AEX index as of March 2009

Dividend

The General Meeting of Shareholders on 29 April 2008 approved

the proposal to pay final dividend for 2007 of EUR 0.59 per share

bringing the total cash dividend to EUR 1.18 In September 2007

an interim dividend of EUR 0.70 per share was paid which

represented restated EUA 0.59 when account is taken of the

dilutive effect of the rights issue in October 2007

As part of the accelerated capital plan launched on 26 June 2008

it was decided not to pay an interim 2008 dividend On 15 March

2009 Fortis announced that the statutory loss carried forward of

EUR 22.5 billion at Fortis SIVNV had resulted in depletion of the

amounts available for distribution at year-end 2008 Consequently

oncluded that no dividendpeciaoa
published on 16 March 2009 specifies the impact of this decision

on the different Tier instruments issued by former Fortis entities

Ticker symbols Bloomberg Reuters

Euronext FORB BB FOR BR

ISIN code BE0003801 181

4.81

4.98%

18%

12%

23%

8%

United Kingdom



Dividend election procedure

Each Fortis share represents one share in each of the two Fortis

parent companies i.e Fortis N.y and Fortis S/VNV Shareholders

can decide from which parent company they wish to receive the

dividend They can choose Fortis N.y and receive the dividend

from the Dutch source or Fortis SANV and receive the dividend

from the Belgian source Shareholders must make their choice

known before the given deadline

Share price performance

During the first quarter of 2008 the Fortis share dropped from

EUR 18 to around EUR 13 due to continued negative market

rumours about the company Following publication of an intermediate

trading update on 27 January 2008 in which Fortis confirmed its

sound capital and solvency position and an unchanged dividend

policy the share price stabilised in the range EUR 13-15

The Fortis share rose in the period MarchApril on publication of

the 2007 results on March and the announcement on 19 March

of Memorandum of Understanding to form global asset

management partnership with Ping An It peaked on this occasion

at EUR 17.50

Fortis share performance

FUR

25

20

15

10

The Fortis share then began to slide again towards the end of

May On 26 June Fortis announced its accelerated capital plan

which included capital increase of 150 million shares at

subscription price of EUR 10 per share At the same time Fortis

indicated that it would cancel the interim dividend and that it

intended to pay any 2008 dividend in shares Following this

announcement the share consolidated at around EUR 10

and remained between EUR 8.80 and EUR 10.20 throughout

the summer

In September 2008 events were abruptly unleashed that no one

could have anticipated The impact of the credit crisis made itself

felt in full at global level The financial difficulties of number

of large US and UK financials emanating from the bankruptcy of

Lehman Brothers in the US had severe impact on the financial

markets financials in general and Fortis in particular leading to

new wave of speculation and negative rumours The share price

fell to around EUR per share prompting the intervention of

the Belgian Dutch and Luxembourg governments at the end of

September/beginning of October

Fortis share

AFortisRelativePertormance

vs DJ Euro Stoxx Insurance

Fortis Relative Performance

vs DJ Euro Stoxx Banks

Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb

2008 20092007



On 14 October 2008 Fortis issued press release containing Fortiss share performed in line with the Dow Jones Euro Stoxx

detailed financial information on Fortiss structure and pro forma1 Banks and the Dow Jones Euro Stoxx Insurance indices for most

financials in the wake of the October transactions Trading in th of the first half of the year The announcement of the accelerated

share resumed having been suspended for week to close capital plan at the end of June and subsequent events to the

at EUR 1.21 Following the persistent uncertainty surrounding beginning of October resulted in underperformance in the second

Fortis the share price continued to fluctuate significantly in the alf of the year

range from EUR 57 115 The share closed on 31 December

2008 at EUR 0.93

Key figures

year-end 2008 2007 2006 2005 2004

Price/earnings 0.1 7.8 9.6 8.8 8.7

Price/equity

Earnings per share in EUR1 12.21 2.30 2.83 2.57 1.97

Shareholders equity per share in EUR1 70 15 08 13 38 12 35 10 02

Gross dividend per share in EUR1 0.00 1.18 1.17 0.97 0.87

Number of shares in millions

Issued 2517 2367 1343 1341 1341

Carrying voting rights entitled to dividend 2352 2202 1303 1301 1301

Volume traded

Average daily in million shares 30 172

Average daily in EUR million 313 420 173 130 101

Share price in EUR1

Yearhigh 18.17 29.59 28.05 22.73 17.27

Yearlow 0.57 16.22 21.03 17.04 13.73

Yearaverage 10.45 24.39 24.75 19.32 15.55

At year-end 0.93 18.05 27.06 22.54 17.04

2006 figures and before on an adjusted basis

2009 Financial calendar

Annual results 2008 31 March 2009

Trading update first quarter 2009 14 May 2009

Results for the first half-year 2009 27 August 2009

Trading update first nine months 2009 17 November 2009

Annual General Meeting of SharehqJd
In Brussels Belgium 28 April 2009

In Utrecht The Netherlands April 2009



Ratings

Moodys

Standard Poors

Fitch Ratings

Long-term debt rating

Fords holding

Feb 2009 Feb 2008

Baa2 Aa3

BB AA

BB AA

Insurance Financial Strength rating

Fortis Insurance Belgium SAINV

Feb 2009 Feb 2008

A2 Aa3

AA

AA

Fortiss ratings have been subject to substantial changes as

result of the turmoil in the financial markets The rating effects for

the Fortis holding companies differed however from those for

the Fortis operating entities Ratings for the Fortis holding entities

and the groups core operating entities previously displayed little

or no difference reflecting the high level of integration that had

been achieved

Information

The Investor Relations IA department ensures that information

flows continuously to the investor community In July 2008 the

website www.fortis.com/yourquestions and equivalents in Dutch

and French was created to enable anyone to submit their questions

to Fortis In August Fortis organised three shareholder information

sessions in Amsterdam and Brussels at which the company

provided information on the state of its business the reasons behind

the capital plan and its implementation

By contrast the rating assessment of the regulated core

operations now differs substantially from the ratings of the Fortis

holding entities This is best illustrated by comparing the ratings

of the Fortis holding companies with those of Fortis Insurance

Belgium as shown in the above table

Please note that the above ratings for the Fortis holding

companies do not reflect the fact that their senior debt bonds

have been redeemed early at the first request of security-holders

The IA department can be reached at

Rue Royale 20

1000 Brussels Belgium

Tel 32 02 565 53 78

Fax 32 02 565 58 25

ir@fortis.com

www.fortis.com/ir

For debt investor information

please mail debtinvestorinfo@fortis.com

or visit www.fortis.com/debtinvestors

Archimedeslaan

3584 BA Utrecht The Netherlands

Tel 31 030 226 65 66

Fax 31 030 226 98 38



Glossary

ABS

Asset-Backed Security Security of which the principal and

interest are financed with the cash flows of an underlying portfolio

of financial assets considered as collateral

ADR shares

American Depository Receipt shares These represent shares

of foreign company that can be purchased in the U.S with

transactions settled and dividends paid in dollars

Annual premium equivalent APE
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

EUR billion financial instrument issued by Fortis Bank at

the end of 2007 in the context of the financing of the acquisition

of ABN AMRO assets

CDO

Collateralised Debt Obligation COO is type of asset-backed

security and structured credit product COOs provide exposure

to portfolio of fixed-income assets and divide the credit risk

among different tranches with different credit ratings COO

can comprise Collateralised Loan Obligations CLOs
Collateralised Bond Obligations CBO5 and Collateralised

Synthetic Obligations CSO5

Combined ratio

The ratio between the insurers 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 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

FICO

FICO is an acronym for Fair Isaac Corporation FICO score

is the most widely used borrower credit score model in the US

summarising the information on consumers credit file credit

score is the risk that one party to financial instrument will cause

financial loss for the other party by failing to discharge an

obligation FICO score is single three-digit number ranging

from 300850 which ranks consumers according to risk Higher

scores equate to lower future risk of default In general the FICO

score evaluates five main categories of information payment

history amounts owed length of credit history new credit and

type of credit used

FRESH

Floating Rate Equity-linked Subordinated Hybrid capital

securities EUR 1.25 billion financial instrument issued by

Fortfinlux S.A in 2002

Gross inf low

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 specific period without deduction

for premiums ceded



HELOC

Home Equity Lines of Credit HELOC refers to loan in which

the lender agrees to lend maximum amount within an agreed

period Home Equity Lines of Credit allow borrowers to draw for

fixed period up to maximumamount after which payment

is calculated to amortise the loan which is revolving open-end

loan extended under line of credit and secured by the borrowers

residential property

IFRS

International Financial Reporting Standards previously

International Accounting Standards lAS used as standard for

all listed companies within the European Union as of January

2005 to ensure transparent and comparable accounting

and disclosure

Impairment

decline in value whereby the carrying amount of the asset

exceeds the recoverable amount In such case the carrying

amount will be reduced to its recoverable amount through

the income statement

Mid-prime

Loan characteristics strongly resemble subprime loans but

borrowers have higher personal credit score FICO 625

NITSH

Non-Innovative Tier-i Hybrid Securities This instrument is

non-equity-linked perpetual and subordinated debt and is

non-dilutive In 2008 Fortis issued NITSH and NITSH II for

total amount of EUR 1.3 billion

Operating margin

Operating income divided by net premium Operating income

is the profit or loss stemming from all operations including

underwriting and investments

Reserves/Premium ratio

In non-life insurance the ratio of reserves to premiums It can be

calculated gross or net of reinsurance and is measure of

reserve strength

RFS Holdings

An entity jointly
owned by Fortis RBS and Santander set up

specifically to acquire ABN AMRO in 2007 On October 2008

Fortis sold its stake as part of the overall transaction concerning

the Dutch banking and insurance activities to the Dutch government

RMBS

Residential Mortgage-Backed Security RMBS is type of

security whose cash flows come from residential debt such as

mortgages home-equity loans and subprime mortgages

Special purpose vehicle SPy
Legal entity created solely to serve particular function

such as facilitation of financial arrangement or creation of

financial instrument

Structured credits 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

Subprime loan

loan offered to an individual who does not qualify for loan

at the prime rate due to their credit history If lender thinks that

there is an above-average risk involved in giving loan to

certain individual they will sometimes offer them subprime

loan which has an interest rate higher than the prime rate

An asset is considered as subprime within Fortis if it relates to US

mortgages loans with FICO 625

Technical result

The result generated by the underwriting of insurance contracts

including financial revenues and capital gains related to these

contracts Only used in the insurance business

UK non-conforming mortgages

UK non-conforming mortgages refer to mortgages that do not

meet the underwriting criteria of traditional high street banks

There is no exact industry definition but non-conforming

mortgage lenders generally apply more conservative underwriting

criteria such as loan-to-value ratios and income cover There

are three main reasons that result in borrowers being classified

as non-conforming namely credit history occupancy status of

the property and individuals who for instance are self-employed

or have recently moved to the UK

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 specified period



Together the Annual Review 2008 and the Financial Statements 2008 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
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wij graag het Jaaroverzicht 2008 in het Nederlands Het Jaaroverzicht

2008 en de Jaarrekeningen 2008 vormen samen het Jaarverslag van Fortis Het deel Jaarrekeningen

bevat de jaarrekening van Fortis en de statutaire jaarrekening van Fortis SAJNV en Fortis N.y

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 heeft alles in het werk gesteld

om zich ervan te vergewissen dat er geen verschillen zijn tussen de 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 lannØe 2008 en français

Le Synopsis de lannØe 2008 et les Comptes annuels 2008 constituent ensemble le Rapport annuel

de Fortis La partie Comptes annuels prØsente les Øtats financiers de Fortis et es Comptes statutaires

de Fortis SIVNV et do Fortis NV Le Rapport annuel est publiØ en francais en nØerlandais et en anglais

En cas de divergence entre ces versions les versions française et nOerlandaise feront foi Fortis
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ndependent auditors report

To the General Meetings of Shareholders of Fortis SNNV and Fortis N.y

Report on the Consohdated Financial Statements

We have audited the Consolidated Financial Statements which include the financial statements of Fortis SAJNV and

Fortis N.y and their respective subsidiaries Fortis as set out on pages to 200 of the separate document dated 30

March 2009 entitled Fortis Financial Statements 2008 and which comprise the consolidated balance sheet as at 31

December 2008 and the consolidated income statement consolidated statement of changes in equity and consolidated

cash flow statement for the year then ended and summary of significant accounting policies and other explanatory

notes as well as the errata related to the Consolidated Financial Statements set out in the separate document entitled

Annex to the Fortis Financial Statements 2008 collectively the Consolidated Financial Statements This annex was

approved by the Board of Directors on April 2009 the date of 30 March 2009 appearing in the document represents the

date on which the Board of Directors authorised the Consolidated Financial Statements for issue

Board of Directors responsibility for the consolidated financial statements

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 in accordance with

the legal and regulatory requirements applicable in Belgium and with the Netherlands Civil Code 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

Auditors 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 auditors judgment including the assessment of the risks of

material misstatement of the financial statements whether due to fraud or error In making those risk assessments the

auditor considers internal control relevant to the entitys preparation and fair presentation of the 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 entitys 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 basis for our qualified

audit opinion

Basis for Qualified Opinion

On 29 September 2008 the Federale Participatie- en lnvesteringsmaatschappij Societe FØdØrale de

Participation et dInvestissement FPIM/SFPI acquired 49.93% of the shares in Fortis Bank sa-nv FB by
subscribing to an increase in the capital of FB On October 2008 FB sold its shares in Fortis Bank Nederland

Holding N.y while Fortis Insurance N.y sold its shares in Fortis Verzekeringen Nederland N.y and Fortis

Corporate Insurance N.y to the Dutch State On 10 October 2008 Fortis sold its 50% plus one share in FB to

the FPIM/SFPI As described in note 3.1 to the Consolidated Financial Statements 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 or losses 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 As indicated in the footnote to the Consolidated

Cash-flow Statement the amount reported for cash flows from the divested entities represents the cash

received on their disposal less the cash they held at January 2008 rather than at the disposal dates The

foregoing constitutes departure from International Financial Reporting Standard Non-current Assets Held

for Sale and Discontinued Operations and International Accounting Standard Cash Flow Statements

As described in note 2.1 to the Consolidated Financial Statements no value has been attributed to the

obligation resulting from the commitment of Fortis under the fall back provision to fund the special-purpose

vehicle that was established to acquire certain structured-credit instruments from FB either at transaction date

or at 31 December 2008 The impact of this departure from International Financial Reporting Standards on inter

alia shareholders equity liabilities net result on discontinued operations and net result for the period has not

been determined

QuaUfied Opinon

In our opinion except for the omission of the information described in the first item in the Basis for Qualified Opinion

section above and except for the effects on the Consolidated Financial Statements of the first and second items in the

Basis for Qualified Opinion section above the Consolidated Financial Statements give true and fair view of the

consolidated financial position of Fortis as at 31 December 2008 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 the Netherlands Civil Code

Emphass of Matters

Without qualifying our opinion for the matters below we draw attention to the following

As described in note 52 to the Consolidated Financial Statements Fortis is involved as defendant in various

claims disputes and legal proceedings and in number of administrative and criminal investigations in

connection with certain events and transactions occurring between May 2007 and September October 2008

which may result in the annulment of one or more of such transactions and or in financial liabilities for Fortis

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 described in note 2.1 to the Consolidated Financial Statements Fortis not only incurred exceptionally large

losses in 2008 and as consequence lost significant part of its capital but is also faced with number of

uncertainties with the potential for generating significant financial liabilities or cash oufflows for Fortis These

conditions indicate the existence of material uncertainty that may cast significant doubt over Fortis ability to

continue as going concern

Report on Other Dutch Lega and Reguftatory Requirements

The Board of Directors of Fortis N.y 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 2008

accompanying the Consolidated Financial Statements Pursuant to article 2393 sub part of the Netherlands Civil

Code we report to the extent of our competence that the Annual Review 2008 is consistent with the Consolidated

Financial Statements as required by article 2391 sub of the Netherlands Civil Code

Report on Other Beftgian Legaft 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



The management report which is set forth in the document entitled Annual Review 2008 accompanying the

Consolidated Financial Statements deals with the information required by the law and is consistent with the

Consolidated Financial Statements However we are not in 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 April 2009 Sint-Stevens-Woluwe April 2009

KPMG ACCOUNTANTS NV
PricewaterhouseCoopers

Represented by S.J Kroon RA Reviseurs dEntreprises S.C.C.R.L

Represented by Vandenplas and Discry
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STATUTORY AUDrIORS REPORT TO THE GENERAL SHAREHOLDERS MEETING ON THE
ANNUAL ACCOUNTS OF THE COMPANY FORTtS SA/NV AS OF AND FOR THE YEAR ENDED
31 DECEMBER 2088

As required by law and the companys articles of association we report to you in the context of our appointment as the

companys statutory auditor This report includes our opinion on the annual accounts and the required additional

disclosures and information

Quatfied opinion on the annual accounts with emphasis of matter paragraphs

We have audited the annual accounts of Fortis SA/NV as of and for the year ended 31 December 2008 prepared in

accordance with the financial reporting framework applicable in Belgium and which show balance-sheet total of

EUR 4.154.588.489 and loss for the year of EUR 24.046.565.693 We have also audited those disclosures that the

company is required to provide and which are included in the separate document dated 30 March 2009 entitled Fortis

Financial Statements 2008 as amended by the separate document and entitled Annex to Fortis Financial Statements

2008 This document was approved by the Board of Directors on April 2009 the date of 30 March 2009 appearing in

the document represents the date on which the Board of Directors authorised the Consolidated Financial Statements for

issue

The companys board of directors is responsible for the preparation of the annual accounts This responsibility includes

designing implementing and maintaining internal control relevant to the preparation and fair presentation of annual

accounts 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 annual accounts 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 dEntreprises/lnstituut der Bedrijfsrevisoren Those auditing standards require that we plan and

perform the audit to obtain reasonable assurance about whether the annual accounts 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 annual accounts The selection of these procedures is matter for our
judgment as is the assessment of the risk that the annual accounts contain material misstatements whether due to

fraud or error In making this risk assessment we have considered the companys internal control relating to the

preparation and fair presentation of the annual accounts 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 companys 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 annual accounts taken as 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 reasonable basis for our opinion

As described in note 2.1 to the companys consolidated annual accounts no value has been attributed to the obligation

resulting from the companys commitment under the fall-back provision to fund the special-purpose vehicle that was

established to acquire certain structured-credit instruments from Fortis Bank sa/nv either at transaction date or at 31

December 2008 The impact of this departure from the financial-reporting framework applicable in Belgium on inter alia

shareholders equity liabilities and net result for the year has not been determined

In our opinion except for the effects on the annual accounts of the matter described in the preceding paragraph the

annual accounts together with the related disclosures included in the Fortis Financial Statements 2008 and the Annex to

Fortis Financial Statements 2008 give true and fair view of the companys net worth and financial position as of 31

December 2008 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 matters below we draw attention to the following

As described in note 52 to the companys consolidated financial statements the company is involved as

defendant in various claims disputes and legal proceedings and in number of administrative and criminal

investigations in connection with certain events and transactions having occurred between May 2007 and

September/October 2008 which may result in the annulment of one or more of such transactions and/or 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 annual accounts

As described in note 2.1 to the companys consolidated financial statements the company not only incurred

exceptionally large losses in 2008 and as consequence lost significant part of its capital but is also faced

with number of uncertainties with the potential for generating significant financial liabilities These conditions

indicate the existence of material uncertainty that may cast significant doubt over the companys ability to

continue as going concern

Additional remarks and information

The companys board of directors is responsible for the preparation and content -of the annual report and for ensuring

that the company complies with the Companies Code and the companys 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

annual accounts

The annual report deals with the information required by the law and is consistent with the annual accounts

However we are not in 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

As disclosed in the notes to the annual accounts these accounts have been presented before appropriation of the

result of the year

As indicated in the Annex to the Fortis Financial Statements 2008 in the absence of Mr Votron and Mr Verwilst

pursuant to article 523 of the Companies Code the Board of Directors decided on 11 July 2008 to terminate in

mutual agreement Mr Votrons position as CEO of the company and to appoint Mr Verwilst in his place The

minutes of the Board of Directors meeting do not contain an evaluation of the financial consequences of the

decision on the financial position of the company However in the Annex mentioned above there is reference to

Note 11.2 to the companys consolidated financial statements which provides an assessment of the financial

consequences of the decision for the company

As indicated in the Report of the Board of directors of Fortis SA/NV and Fortis NV included in the Fortis Financial

Statements 2008 as replaced by page of the Annex to the Fortis Financial Statements 2008 the Board of

Directors has decided in the absence of Mr De Boeck and Mr Cheung pursuant to article 523 of the 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 The coverage of the indemnification has been capped at EUR

100 million The Board indicates that there should be no financial consequences arising from this indemnity other

than those resulting from any payment made by the Company thereunder The Board also indicates 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

yearly basis we are not in position to determine the potential costs that may be incurred by the company on an

accumulated basis over the period of years for which the indemnification arrangements will remain in force

We are unaware of any transactions undertaken or decisions taken in breach of the companys statutes or the

Companies Code except for the following matters

The minutes of the Board of Directors of 11 July 2008 regarding the termination of the position of Mr

Votron do not mention the financial consequences of this decision



In its judgment of 12 December 2008 rendered in summary proceedings the Court of Appeal of Brussels

decided that Fortis should have submitted the decisions taken on and October 2008 to an

extraordinary General Meeting of Shareholders in accordance with the reference to the Corporate

Governance Statement included in its articles of association

Sint-Stevens-Woluwe April 2009

The Statutory Auditor

PricewaterhouseCoopers Reviseurs dEntreprises/Bedrijfsrevisoren

Represented by

Luc Discry Yves Vandenpias

Bedrijfsrevisor Bedrijfsrevisor
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AUDTORS REPORT
To the General Meeting of Shareholders of Fortis N.y

Report on the company financia statements

We have audited the 2008 company financial statements of Fortis N.y as set out on pages 237 to 250 of the separate

document dated 30 March 2009 entitled Fortis Financial Statements 2008 which comprise the balance sheet as at 31

December 2008 and the income statement for the year then ended and explanatory notes including reference to the

accounting policies as described in note to the consolidated financial statements as well as the errata related to the

company financial statements set out in the separate document dated 30 March 2009 entitled Annex to the Fortis

Financial Statements 2008 collectively the company financial statements This annex was approved by the Board of

Directors on April 2009 the date of 30 March 2009 appearing in the document represents the date on which the Board

of Directors authorised the company financial statements for issue

Board of Directors responsibflity

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 of Book 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

Auditors 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 auditors 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 entitys 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 entitys 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 company financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our qualified

audit opinion

Basis for quaflif led opinion

As described in note 2.1 to the consolidated financial statements no value has been attributed to the obligation resulting

from the commitment of the company under the fall back provision to fund the special-purpose vehicle that was

established to acquire certain structured-credit instruments from Fortis Bank sa-nv either at transaction date or at 31

December 2008 The impact of this departure from the accounting policies on inter alia shareholders equity financial

fixed assets liabilities result from group companies and net result for the period has not been determined

Qualified opinion

In our opinion except for the effect of the matter described in the Basis for qualified opinion paragraph the company

financial statements give true and fair view of the financial position of Fortis N.y as at 31 December 2008 and of its

result for the year then ended in accordance with Part of Book of the Netherlands Civil Code



Emphasis of matter

Without qualifying our opinion for the matters below we draw attention to the following

As described in note Contingent Liabilities to the company financial statements the company is involved as

defendant in various claims disputes and legal proceedings and in number of administrative and criminal

investigations in connection with certain events and transactions occurring between May 2007 and

September/October 2008 which may result in the annulment of one or more of such transactions and/or in

financial liabilities for the company or its participations 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

As described in note 2.1 to the consolidated financial statements the company not only incurred exceptionally

large losses in 2008 and as consequence lost significant part of its capital but is also faced with number

of uncertainties with the potential for generating significant financial liabilities or cash outflows These conditions

indicate the existence of material uncertainty that may cast significant doubt over the companys ability to

continue as going concern

Report on other egal and reguatory requirements

Pursuant to the legal requirement under 2393 sub part 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

2391 sub of the Netherlands Civil Code

Amstelveen April 2009

KPMG ACCOUNTANTS N.y

Represented by S.J Kroon RA



Together with the 2008 Fortis Annual Review the Fortis Financial Statements 2008 and the Annex to the Financial

Statements 2008 these Auditors Reports to the Fortis Financial Statements 2008 constitute the Annual Report of Fortis

The Financial Statements contain the Fortis Consolidated Financial Statements the Fortis SNNV Financial Statements

and the Fortis N.y Financial Statements
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Annex to the Forts Financiai Statements 2008

The pages of the Fortis Financial Statements mentioned below should be read in conjunction with the modifications

contained in this Annex which form an integral part of the Fortis Financial Statements 2008

Page 50

The paragraph above the table

The table below provides details on the assets and liabilities resulting from the acquisitions or disposals of subsidiaries

associates and joint ventures at the date of acquisition or disposal

has to be replace by

The table below provides details on the assets and liabilities resulting from the acquisitions or disposals of subsidiaries

associates and joint ventures at the date of acquisition or disposal it is assumed as disclosed in note 2.1 that the disposal of

the discontinued operations in 2008 see before took place at January 2008 as no financial information for the disposed

entities as at disposal date was available

Page 102

The remuneration for Mr Jan-Michiel Hessels was not included in the column Total remuneration in 2008 in FUR The

remuneration of Mr Jan-Michiel Hessels amounted for 2008 to EUR 166500

The Fortis shares that Mr Karel De Boeck held at 31 December 2008 were not included in the column Fortis shares held at

31 December 2008 by active Board Members The number of Fortis shares that Mr Karel De Boeck held at

31 December 2008 was 33706

Page 208

On this page the following text needs to be included

In accordance with article 523 of the Belgian Company Code Mr Votron has informed the Board that he has conflict of

interest with regard to the decision to be taken under item of the agenda Management of the Board meeting of

11 July 2008 This conflict of interest is described in Mr Votrons preliminary statement and in the excerpt of the minutes of

such meeting as set out below



Management

For this part of the Board Meeting Mr Votron CEO is only present for the first part during which he makes presentation

and answers questions relating to this presentation and Mr Verwilst Deputy CEO is not present as both consider to be in

conflict of interest situation with regard to the decision to be taken by the Board

The Chairman introduced the topic which had already been discussed at length in the NRC

Following the announcement of the accelerated solvency plan on 26 June 2008 announcing the decisions made in the

Board of 18/19 June and 25 June both Fortis and the CEO had to endure lot of media retail shareholder and activist

criticism in Belgium and the Netherlands The public criticism was very much personalized towards the person of the CEO

As consequence hereof the CEO has told the Chairman that if because of the personalization of the criticism the CEO is

considered to lack the necessary credibility he is ready to leave the company Mr Votron has communicated preliminary

statement in accordance with article 523 of the Belgian Company Code this relates to the personal conflict of interest that

Mr Votron has in the decision taking of the Board This statement is attached to these minutes

In this statement and during the part of the meeting that Mr Votron was present he offered two options respectively

referred to as Option and Option

Stay with enforced support of the Board to face the difficult current and future times by taking further tough

decisions

Be replaced while confirming full support and collective endorsement of the Board for all the measures taken

solvency and others as well as confirmation of my contribution to the company

Mr Votron made presentation on the basis of handout slides These slides are attached to these minutes

During his presentation he mentioned inter alia the following he needs unanimous support of the Board for the past and

the future He would focus on the business as such and delegate management of the relationship with the stakeholders to

the deputy CEO He insisted strongly on strengthening the CR0 function where the central risk function should have power

to overrule the business Mr Votron also mentioned that he would reshuffle the Executive Committee Mr Votron leaves the

meeting

Option and are discussed Option leads to the question whether Mr Votron has still sufficient credibility in the

Benelux to lead the company In Option the suggestion could be to have Mr Verwilst as CEO until after the organization

of an extraordinary general meeting of shareholders where the shareholders could upon proposal of the Board appoint Mr

Dierckx as executive director of the company where after the Board could upon recommendation of the NRC appoint him

as CEO

Each Board member gives his opinion on the situation On the question what would happen with Mr Dierckx in Option

the Chairman answered that very likely Mr Dierckx would leave the company number of board members mentioned that

the presentation of Mr Votron contains number of interesting elements such as the need to have CFO at Executive

Committee level the Country Chairman for the Netherlands possibly the newly proposed structure of Merchant Banking

changes with regard to governance



However it was also said that it is unrealistic for CEO not to deal with the relationship with stakeholders and as such to be

protected from the irrational This will also make it difficult to collaborate with the Chairman And as such the presentation

of Mr Votron misses somewhat the point by not focusing on the fact that our credibility is at stake Furthermore the

presentation does not really deal with number of circumstances or risks that the company might face as other financial

institutions now or in the future such as liquidity crisis regulatory actions or take-over

There is recently some discomfort that it seems to be more difficult to take an opposing view in the organization having

another leader at the top could also be an opportunity to demonstrate another tone at the top
The Board recognizes that Mr Votron as CEO has brought the company to another level and that he should receive full

recognition for this

The Chairman reported on the discussion that has taken place in the NRC With Mr Verwilst the company would be in

safe pair of hands The Chairman explained that the NRC did not judge it opportune to have the Option with Mr Dierckx

already as designated CEO The members of the NRC stated that they have insisted that the Chairman remains on board

The Chairman then presented the NRC Recommendation

The NRC then agreed unanimously the following Recommendation which was agreed unanimously

NRC recommends

That the Board confirms its support with regard to the earlier decisions taken by the Board proposed by the Executive

Committee under the leadership of Jean-Paul Votron

That in common agreement with Jean-Paul Votron and in the interest of our company Jean-Paul Votron steps aside as

CEO as of the date of this meeting

to appoint Mr Herman Verwilst as CEO
To start immediately search for future CEO coming from inside or outside the company for the leadership of the

company going forward

The NRC has asked the Chairman to continue leading the company to contribute to restoring the reputation of the

company and to organize an orderly succession process at executive level

To delegate the authority to the Chairman to negotiate and decide upon the termination agreement between Fortis and

Jean-Paul Votron1

The discussion pursued on the choice of an internal or external candidate for future CEO It was said to be important that an

orderly process is organized whereby the search should start immediately outside and inside the company Nobody should

be excluded for the moment however some board members expressed their reservation on an inside successor for the

CEO function

In the same context the responsibility for Finance could also be reconsidered The idea was brought forward to have CFO
possibly at board level Mr De Boeck was mentioned as possible future CFO although board member remarked that

this could jeopardize the ABN AMRO integration project

As shown in note 11.2 of the Fortis Consoildated Fiiancial Statements



After the discussion on the different options it became clear that the Board unanimously agreed with the Recommendation

made by the NRC and therefore appointed Mr Verwilst as CEO of the company Mr Verwilst is CEO with full power and

authority

The Board also decided that search for future CEO coming from inside or outside the company will be started The

Chairman with the NRC will lead this process and report back to the Board

With regard to the termination provisions of Mr Votron the Board members agreed that Mr Votron should be treated with

decency dignity and fairness

The Board decides to mandate the Chairman to sign the agreement The members of the NRC can see the termination

agreement No decision needs to be taken now on the remuneration of Mr Verwilst as there is currently no proposal to

change his remuneration

number of shareholders activist groups demand the organization of an information extraordinary general meeting of

shareholders Discussions in this respect will take place on August 1st 2008



FREUMNARY STATEMENT BY JEAN-PAUL VOTRON

Artide 523 of the Belgian Company Code

Following our recent announcement of the accelerated solvency plan Fortis and myself in particular had to endure lot of

media some retail shareholder and activist criticism in Belgium and the Netherlands The measures we as Board have

taken together were justified and endorsed by most of the international investors community The continuous deterioration of

the economy as well as the ongoing pressure for enforced solvency definitely supports our collective decision

The unjustified personalization of the debate has raised the need to have decision taken as far as the future management

of the company is concerned In this respect offered two options to the Chairman

Stay with enforced support of the Board to face the difficult current and future times by taking further tough

decisions

Be replaced while confirming full support and collective endorsement of the Board for all the measures taken

solvency and others as well as confirmation of my contribution to the company

As have personal conflict of interest in the decision to be taken in the meaning of article 523 of the Belgian Company

Code and its Dutch equivalent will have to leave the room during the deliberation and will not be entitled to participate in

the vote

The conflict of interest between myself as person and the decision to be taken is quite evident but the law indicates that

must indicate its reasons that must inform the auditors of the company which will do and that my declarations must be

included in the minutes of the meeting

This is why ask you to consider that my career perspectives will be quite different depending on the decision taken but that

am ready to accept both options in the higher interests of the group of which you are the judge

For an evaluation of the financial consequences of this decision see section 11.2 Remuneration of Fortis Executive

Managers

Page 208

The entire section on Directors and officers liability insurance is to be replaced by the following text

As set out in more detail below the Board of Directors of Fortis SA/NV decided to grant to its Directors an indemnity in

replacement of the previously existing Fortis DO policy which was put in run-off after the events of October 2008 The

indemnity is limited to an annual maximumamount of EUR 100 million This means that the indemnity is capped at EUR 100

million for all claims made during specific calendar year in respect of any legal costs or damages resulting from legal

proceedings initiated against them for actions taken in their capacity as Directors and that such cap of EUR 100 million is

renewed each calendar year for claims made during that year

In accordance with article 523 of the Belgian Company Code Messrs De Boeck and Cheung have informed the Board that

they have conflict of interest with regard to the decision to be taken by the Board on 11 January 2008 under item of the

agenda DO liability insurance The minutes in respect of that meeting provide for the following

As explained to the Board on January insurers have declared the Fortis DO policy renewed on 11 July 2008 in run-off

after the events of October 2008 This affects the position of the members of both the new Board and the existing Board



With view to ensuring that the candidate Directors proposed for appointment at the upcoming Shareholders Meetings of

11 and 13 February 2009 accept their mandate and ii that the Directors appointed at the Shareholders Meetings of and

December 2009 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 SNNV 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 DO coverage The need for such an indemnification

commitment derives from this lack of protection of the Directors

New Board members including Messrs De Boeck and Cheung

In accordance with art 523 of the Belgian Code of Companies Messrs De Boeck and Cheung informed the Board that they

have 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 Companys external auditors of this conflicting interest on their behalf

The Board will also inform the shareholders 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

Fortis legal counsel then presented 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 Fortis legal counsel then presented to the Board proposed language for hold

harmless 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 harmless the members of the Board

of Directors to the fullest extent permitted by law against all actions proceedings and claims brought against them by any

third party whatsoever including for the avoidance of doubt 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

date of appointment of the new directors as member of the board of directors or ii in any other function they fulfill at the

request of the Company

The present undertaking does not apply to

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

any liability loss cost expense including legal expenses or damage whatsoever resulting from fraud bedrog dol
or wilful misconduct opzettelijke fout faute intentionnelle committed by any member of the Board of Directors

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 qualified minority of

shareholders representing 1% of the votes or shares with total par value of 1250000 Euro in their own name but on

behalf of the company the company shall advance the reasonable legal costs incurred by such memberof the Board of

Directors for his/her defense the Legal Costs



However should the
liability of such member of the Board of Directors vis-à-vis the company be admitted by final Court

decision such member of the Board of Directors shall immediately reimburse the Legal Costs to the company

The Board also concluded that the coverage should be capped for the Board as whole at the level of the previous DO
liability

insurance EUR 225m

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 SANV which will be possible only by providing them

the comfort that there will be fair liability coverage and to retain the Directors appointed in December 2008 Without DO
coverage the Directors have indeed no protection against liability As set out by the Chairman no insurer is willing to

provide DO 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 ansing from this indemnity

other than those resulting from any payment made by the company thereunder

It was concluded that this solution may solve the problem for the new Board but not for the existing Board members

At its meeting of 14 January 2009 it was decided to reduce the maximum indemnification coverage from EUR 225 million to

EUR 100 million cap

Reproduced below is an excerpt of the relevant decision primarily dealing with the proposal to amend the articles of

association of Fortis N.y shareholders meeting of 13 February 2009

Aggregate annual limit for the cover for the Board as whole of EUR lOOm compared to EUR 225m under the previous

DO policy This is deemed in line with the change in size and composition of the company

Page 213

In the fourth paragraph the sentence

At the end of 2008 the basis for the calculation of the RPN interest payments amounted to FUR 29 million due by Fortis to

Fortis Bank

has to be replaced by

At the end of 2008 the basis for the calculation of the RPN interest payments amounted to EUR 30 million due by Fortis to

Fortis Bank

Brussels/Utrecht 30 March 2009


